



Reversal of the price trend? 


The fall in wholesale prices by 0.3 per 
cent in the week-ended May 24, 1975 in 
relation to the preceding week was right¬ 
ly hailed recently as an encouraging de¬ 
velopment by the central Finance minis¬ 
ter, Mr C. Subramaniam, since this change 
in the price trend had been witnessed after 
a continuous and steady rise in the index 
for over six weeks. What was more, 
there was a sure indication of the spiral 
of rising prices having been brought under 
control by various measures taken by the 
government. This was evident from the 
fact that the index of wholesale prices in 
the week-ended May 24, 1975 at 312.9 
(Base: 1961-62 = 100) was only 3.8 per 
cent higher than the index for the corres¬ 
ponding week in the preceding year 
whereas the same index had risen by 30 
per cent between March 1973 and 
March 1974. The taming of the index 
was evident from the table alongside. 


in time and there were helpful pre-mon¬ 
soon showers, had brightened up the 
prospects of the kharif crop. No wonder 
that food prices in general had remained 
subdued and that the runaway food 
prices of 1973-74 had become a thing of 
the past. 

The prices of industrial raw materials 
were to a certain exten t iggonsible in 
keeping the index down,^|SLj|icular. 
raw cotton andj|^ndnun[yii^K3 
drops in price^%e area,'under ^ion' 
improved in 19®fc®andl tlie weatjwrcon¬ 
ditions havin^^erf for the better, the 
yield showed Sjpfificant, improvement. 
In particular, thf 4#^ under high-yielding 
varieties had iiip^iied. Consequently, 
the size of thet^||5p was fifty per cent 
higher i.e. instead of J .2 million bales. 


bales. 

The prospects of easy availability 
of cotton also depressed cotton prices. 
Simultaneously, there was a decline in 
demand for cotton due to the sluggishness 
in the offtake of cotton textiles both in 
the domestic and foreign markets. An 
effort was being made to export 500,000 
bales of long-staple cotton in the Far 
Eastern countries and a delegation had 
already left for Japan, Hong Kong and 
Singapore. 

The prices of groundnuts also eased 
^somewhat even though there had been no 
^^ctacular increase in the crop. How- 
the total production of all oilseeds 
had improved which had a healthy 
on the prices of all oilseeds and 
edibl4oi(s. 

In 19^-74 and earlier years, the rising 
tendeiugj|W prices was largely the result 
of too much money pursuing too few 


Index Nw 


of Wholesale Prices 


The index of wholesale prices gave the 
highest importance to food articles at 41.3 
per cent. It followed that this was the 
dominant group in this index. Here, the 
movements in prices of the two major 
cereals were contradictory. Whereas the 
index for wheat prices recorded a fall of 
23 points over the year under review, the 
index for rice prices showed a rise of 39 
points. The index of all food articles 
rose by 26 points indicating that the prices 
of other food articles had moved along 
with rice prices and not with wheat prices. 
In the case of wheat, the reports of a good 
crop in Punjab, Haryana and western 
Uttar Pradesh had depressed prices with 
the fair hope of the goal of procure¬ 
ment at five million tonnes being 
achieved. 

According to Mr Jagjivan Ram, the 
central minister for Agriculture and 
Irrigation, wheat procurement had already 
reached 3.3 million tonnes. Even though 
the arrivals in the markets had slowed 
down due to the rains, he was hopeful of 
the procurement of wheat being very near 
five million tonnes because of the de¬ 
hoarding operations in the post-monsoon 
season. That the monsoons had arrived 



<Base: 19t> , -62 = 100) 



May 25, 
1974 

May 17, 
1975 

May 24, 
1975 

I. Food Articles (41.3) 

345.4 

373.3 

371.2 

(i) Rice 

349.5 

391.0 

38K.5 

(ii) Wheat 

365.1 

344.6 

342.1 

II. Liquor and Tobacco (2.5) 

302.5 

315.8 

314.8 

(i) Tobacco Raw 

292.0 

276.9 

274.7 

(ii) Tobacco Manufactures 

323.0 

364.6 

364.6 

III. Fuel, Power, Light and Lubricants (6.1) 

308.7 

322.1 

322.0 

Coal 

244.3 

244.3 

244.3 

IV. Industrial Raw Material (12.1) 

326.7 

287.0 

287.0 

(i) Cotton Raw 

349.0 

286.1 

285.1 

(ii) Jute Raw 

121.2 

161.3 

159.7 

(iii) Groundnuts 

390.0 

365.1 

371.8 

V. Chemicals (0.7) 

281.8 

327.9 

327.9 

VI. Machinery and Transport Equipment 
(7.9) 

230.2 

267.8 

267.8 

VII. Manufactures (29.4) 

246.1 

251.6 

251.3 

All Commodities (100.0) 

301.3 

313.9 

312.9 


eastern economist 


4 


)VW 4 , 1975 



at tfie rate of more than 10 per cent year 
after year, production of goods and ser¬ 
vices grew at three to four per cent a year 
with the result that prices could not but 
rise. 

The chief aim of the anti-inflation¬ 
ary steps taken by the government last 
year was to curtail the purchasing power in 
the hands of the people by slowing down 
the rate of expansion in money supply. 
In this effort the government had been 
sufficiently successful because the money 
supply with the public at Rs 11,992 crores 
in the week-ended May 30, 1975. was only 
5.7 per cent higher than the level attained , 
in the corresponding week last year. The 1 
currency with the public had been allowed 
to rise only slowly and whatever increase 
in money supply had been witnessed was 
entirely in the case of hank money, i.c., 
the increase in deposits in the current 
accounts. Though money supply had 
played the part of a villain in the past in 
the intensification of the inflationary spi¬ 
ral, yet it could not be cu^tetfted to $uch 
an extent as to hurt botty ;product$$ti 
and employment. 

Another element which had assisted in 
sobering the pace of price rise was the 
capability of the banks to be able to ex¬ 
pand credit to the commercial sector. 
The banks found themselves to be flush 
with cash in the months of May and June 
this >ear because of (i) sharp increase in 
bank profits and (ii) the rise in bank de¬ 
posits due to the steady expansion in 
credit for the procurement of wheat. As 
a result they were able to meet the needs 
of the commercial sector for credit so as 
to ease the monetary channels which for 
sometime had choked the production 
and distribution machinery in various 
places in the country. 

The recessionary tendencies in the eco¬ 
nomy had not a little to do with the res¬ 
pite from the inflationary pressure. The 
soaring unemployment as a result of lay¬ 
offs in industrial units had a sizeable im¬ 
pact on the demand for goods and ser¬ 
vices and, hence, the subdued character 
of prices in general. There was no doubt 
that in many sectors, prices had not been 
cut despite lack of demand but it would be 
difficult for the manufacturers to hold on 


ward drift m commodity prices nad been lor sustained easiness in prices ires m in- 
received in the wake of the recent political creased production in all the sectors of the 
developments. But it would be wrong economy, particularly the foodgrains sec- 
to put too much faith in weakness of prices tor. 


Sugar in the soup 


The sugar industry is finding itself again 
in an embarrassing situation in a season 
which is witnessing a new record in res¬ 
pect of production. The happenings of 
1969-70 scasoi? are being repealed and 
sugar mills in different regions may well 
Suffer heavy losses in a year of plenty 
unless the government agreed to treat 
sugar sales for export as belonging com¬ 
pletely to the free sale quota and suitable 
adjustments in levy sugar prices arc effect¬ 
ed for offsetting increases in cost. The 
government of India and its agencies 
have not shown proper awareness of the 
new importance of sugar in international 
markets and did not also assess clearly 
the prospects for sugar production in 
1974-75 and increase monthly releases 
for internal consumption without delay. 

The correct course for the State Trad¬ 
ing Corporation during the boom of last 
year in world markets would have been 
to sell aggressively when prices were 
ruling around £600 per tonne and 
deplete even the cam over to low levels 
in anticipation of a phenomenal increase 
m production in the current season. 
The failure to effect sizeable sale.** for 
spot as well as forward deliveries was 
responsible Tor a “loss" in foreign ex¬ 
change earnings of over Rs 200 crores. 
This w'as because exports were not in¬ 
creased by another three lakh tonnes 
at an average price of at least 


£ 350 per tonne. As a consequence 
the carryover from the last season was 
quite sizeable at 8.50 lakh tonnes. 
With output likely to be 49 lakh tonnes, 
total availability will be 57*50 lakh ton¬ 
nes in the 1974-75 season. 

It is not clear why the State Trading 
Corporation did not make an effort to 
step up the rate of exports at a time when 
prices were ruling high or conclude long¬ 
term agreements at negotiated prices. 
The government also had not been in¬ 
creasing the monthly releases of sugar 
until June and ironically enough when 
sugar slocks were choking the godowns, 
despatches in the first seven months were 
only 18.87 lakh tonnes for internal con¬ 
sumption against 21.19 lakh tonnes in 
the corresponding period in 1973-74. 
But for exports of 5.24 lakh tonnes 
against 1.61 lakh tonnes in the same 
period in the previous season, the stock 
position would have been even more 
unmanageable than it is now. The figures 
relating to interna! consumption and 
exports also forcefully bring home the 
fact that the needs of the home market 
have been unnecessarily restricted when the 
total offtake could have been higher by 
3i lakh tonnes. The lack of proper under¬ 
standing ot the boom in world markets 
is also borne out by the poor quantum 
of exports in October-April 1974. 

Even with the additional release of 
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internal consumption will not be more 
than 33.50 lakh tonnes while exports may 
be around nine lakh tonnes in the whole 
season. It is just likely that about 6i 
lakh tonnes of new season sugar will 
remain unutilised and the carryover to 
the next season may exceed 15 lakh ton¬ 
nes. The Reserve Bank has failed to 
appreciate the difficulties of sugar mills 
in financing a large volume of stocks. 
Apart from the tortuous negotiations 
with the bankers concerned for raising 
cash credit limits, the margins against 
advances have not been lowered. It is 
understandable that the lending insti¬ 
tutions should be concerned about the 
safety of their funds. But what is the risk 
involved in granting credit against levy 
sugar to the extent of even 95 per cent of 
controlled prices as these have been fixed 
at artificially low levels ? As regards free 
sale sugar there is no justification for 
demanding a margin of more than 15 per 
cent as cx-factory prices exclusive of excise 
duty are much lower than open market 
prices thanks to a punitive ad valorem 
excise duty of 45 per cent apart from local 
taxes. 

It is not realised as well as it should be 
that serious difficulties arise in finding 
margin monies when stocks in excess of 
the normal level of six lakh tonnes have to 
be maintained. The seasonal bulges also 
create difficulties as the maximum level 
of 30 lakh tonnes of sugar was perhaps 
touched at the end of May. With such 
heavy accumulation in the godowns of 
sugar mills there will necessarily be 
arrears of cane payments. The indication 
by the union minister for Agriculture, 
Mr Jagjivan Ram, that about Rs 93 
crores have not been paid to cane growers 
against purchases by sugar mills in the 
current season is probably an understate¬ 
ment. For the value of sugar repre¬ 
sented by these arrears of payments could 
not have been more than Rs 140 crores 
while the value of additional stocks of 
nine lakh tonnes even on the basis of 
actual costs was more than Rs 200 crores. 

There is no evidence to indicate that 
the banking system has lent to sugar 
mills the required additional credit. Even 
if the credit limits were available, sugar 


- use twm oecause tiriwir inammyro sun in an addition to cost By about las" 
find the margin amounts. On a modest crores in a year not to speak of godown 
estimate the additional margin amounts charges, salaries to supervisory personnel 
will be Rs 25 crores even on the basis of and the like. This will result in an aver- 
an average margin ofl 21 per cent for sugar age increase in the selling price of sugar 
stocks, levy as well as free sale. As it has by 35 paise per kg. With the prospect 
been reported that current earnings have of another record being established in 
not been satisfactory in many cases, the the 1975-76 season (the output i$ likely 
obligations to banks and payments to to be 50 lakh tonnes) immediate decisions 
cane growers could not be met even with regarding the financing and disposal 
the acceptance of deposits and unsecured of sugar stocks have to be taken by the 
loans from the public and delayed pay- government in consultation with the 
ment of bills. interests concerned. 

^ 

It is understandable that Mr Jagjivan ^ ,s difficult to visualise at this stage 
Ram should be worried about the accu-, whether exports could be maintained at 
mutation of arrears of payments against k^h tonnes again in 1976-77 after the 
canc purchases. But it is also necessary strenuous effort made in the current 
that the union ministry of Agriculture, financial year. It will of course be possible 
the Reserve Bank and the lending insti- stimulate internal consumption with 
tutions should chalk out credit policies larg&r releases of levy sugar and slightly 
for tackling new and difficult situations, larger free sale quotas in absolute terms. 

If there is no confidence in the ability of home market may not absorb 

sugar mills to maintain slocks and banks rnore than 37 lakh tonnes under ideal 
are unwilling to trust them wj|h fyll conditions and if exports amount to only 
funds, the best course will be to Seagate lakh tonnes, there will be a further 
stocks and keep them on account of the HJ^pase in the carryover t*> a minimum 
Food Corporation or State Trading Cor- tonnes by September 1976. 

poration. This segregation may involve If fe\ r y sugar prices are not si itably re\i- 
about eight lakh tonnes of sugar and as anc * ^h c pressure on the home market 
the banking system has to willy-nilly find is not relieved with larger exports of free 
the required funds and only about Rs 100 salc su £ ar < a situation may well arise next 
crores may be additionally required, the - car when sugar mills may be obliged to 
maintenance of butter stocks or segre- suspend crushing operations even with the 
gated stocks is not so difficult as it is availability of cane. This development 
generally imagined. will hurt the grower severely besides 

crippling the industry. Jt is time the 
The government agencies will of course government understood the significance 
be unwilling to shoulder the responsibi- of recent developments and effected suit- 
lity as the value of eight lakh tonnes of su- able adjustments in its price, fiscal and 
garwill be easily Rs 175crores and interest credit policies. 
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While abundant evidence has come to hand re¬ 
cently of the willingness of British industrialists 
to help India in the provision of plant and person¬ 
nel, an even greater volume of evidence points to 
the fact that they will not, for some years to come, 
be able to fulfil expectations. Progress of recon¬ 
version in British is halted by numerous bottle¬ 
necks and is very slow, while from the competi¬ 
tive point of view modernisation of British pro¬ 
duction methods which is as big a task as ett'ect- 
ing a second industrial revolution, has scarcely 
begun. All the British offers have so far amoun¬ 


ted only to agreeing to give goods when it suits 
them and at prices which they cannot lay down. 

An ollieiul survey of the British position mide 
by the US Bureau of Foreign and Domestic Com¬ 
merce confirms that British production even be¬ 
fore the war had not kept pace with demand in 
respect of price, cost and design. Britain's capa¬ 
city to produce is unquestioned. But the ques¬ 
tion is: how soon will it be realized? The nego¬ 
tiation of high priority for India becomes an im¬ 
mediately urgent task in the context of this 
mounting volume of evidence. 
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tiauiars unmoors 


R C. llmmat 

Castings and forgings for W. Europe * Zinc 
and load prospects • New economic programme 

A MARK hr information survey conducted low prices and short deliveries. Whereas 
recently bv the Trade Development European foundries and iorpes spccia- 
Authority on the prospects of exporting Using in these items are able to meet the 
from here ferrous forgings and castings above exacting demands at low prices, it 
for industrial applications in the Federal will be verv difficult, if not impossible, 
Republic of Germanv and Italy is under- for the Indian industry to offer competi- 
stood to have revealed that there is not tion. The textile industry too does not 
much scope in this line of export except for,,, offer any attractive market owing to its 
the castings and forgings for the railway low overall off-take and fast changing 
svstems. Both the Federal Republic of designs. In the case of such items as 
Cicrmanv and Italy, it is felt, have ade- beds and frames, the heavy freight in- 
quatc manufacturing capacities to satisfy volved in exporting them is a great hmdc- 


their domestic as well as export require¬ 
ments, despite the fact that the techni¬ 
cally. financially and managerially weak 
foundries there have closed down in quite 
large numbers over the past several years. 

I he competent units there are said to be 
engaged in modernising, specialising and 
expanding their activities to contain, pro¬ 
duction costs, improving quality and 
quickening deliveries. 

The demand for industrial castings and 
forgings in Italy, the survey says, has 
gone down appreciably because of in¬ 
dustrial recession, unemployment and in¬ 
flation. Though the situation in the 
federal Republic of Germany is stated 
to be considerably under control, there 
does not seem to be any compulsion for 
the consumer industries there to look 
abroad for alternative supply sources for 
castings and forgings. 

The survey pertinently notes that ‘ the 
European industrial consumers generally 
are reluctant to consider India as a possi¬ 
ble supply source for castings and forg¬ 
ings/’ The west European markets, there¬ 
fore, offer only limited opportunities for 
ihe sales of our these products. 

industries surveyed 

Amongst the industries surveyed, diesel 
engines, railways, power generators, auto 
trailer couplers and trucks, the survey has 
revealed, “appear to have better possibili¬ 
ties of absorbing castings and forgings 
from India”. As regards automobile an- 
cillaries, the survey points out that the 
automobile industry, by virtue of its being 
a continuous line mass production in¬ 
dustry, demands close and consistently 
toleranced quality products at extremely 


ranee. 

The survey has also revealed that the 
Indian forging industry is largely out- 
priced in European mirkets due mainly 
to the high price of Indian steel compared 
to the price level existing in Europe. The 
Indian iron casting industry and the mal¬ 
leable and spherodic.il graphite units, of 
course, arc much better placed to compete 
with their European counterparts - pri¬ 
marily because of the price advantage tn 
basic raw materials. 

main recommendations 

The survey therefore, has recommen¬ 
ded that the Indian industry should con¬ 
centrate its efforts in such areas as the 
requirements of the West German and 
Italian railways and those industries which 
require small quuntitx runs of castings and 
forgings that do not suit production in 
highly automated industries and forges 
and are more labour intensive. It has 
further been suggested that restructuring 
of export costing is a must for the Indian 
forging indu>try which is today outpriced 
in Europe to the extent of 25 to 125 per 
cent. 

Among the other recommendations of 
the survey are: 

(1) A well thought-out promotional 
strategy should be drawn up by adopting 
European standards of manufacture and 
inspection. A four language trade lite¬ 
rature and participation in selected trade 
fairs can be helpful. 

(2) The steel forging industry should be 
helped to become competitive by making 
available to it forging quality steels at 
the international prices. 

(3) The industrial image of India needs 


the industrial consumers on "inaia s tecn- 
nical and commercial competence. 

(4) One of our export promotion 
agencies in the Federal Republic of 
Germany should be nominated to exclu¬ 
sively deal with the West German and 
the other railways. 

(5) The vice-president of the West 
German railways (DB) organisation at 
Minden and his purchase team should be 
invited to India to enable them to gain 
first-hand knowledge of our capacity to 
produce forgings and castings for railways. 

(6) Shipping facilities should be im¬ 
proved and containerisation service pro¬ 
vided. 

* * 

Our capacity to produce zinc and lead 
is expected to go up by the end of next 
year to as much as 95.0$) tonnes and 
IS.000 tonnes, respectively. Currently 
our zinc-making capacity is 38,00.) ton¬ 
nes — spread over the Udaipur smelter 
of Hindustan Zinc Ltd. (18,00.) tonnes) 
and Comminco BimniN sm:it(5r in Kerala 
(20.000 tonnes). The lead-m iking capacity 
is 3.600 tonne-, at Hindustan Zinc's 
Tundoo smelter. The capacity of the Udai¬ 
pur smelter is being expanded to 45.000 
tonnes. This scheme is expected to mate¬ 
rialise by June next year Another zinc 
smelter is being put up by Hindustan Zinc 
at Visakhapatnam. Likely to be commis¬ 
sioned 1 by October next year, it will have 
the capacity to produce 30.003 tonnes of 
zinc. 

So far as lead is concerned, the Tundoj 
smelter would have been expanded to 
11,000 tonne< cipjcity by \pril next year. 
Beside-* producing zinc, the Visakhap.it- 
nam project of Hindustan Zmc will pro¬ 
duce 10,000 tonnes of lead. Although 
Comminco Bimini too has some plans to 
expand the capacity of the Kerala smeker, 
it isnotyetcertainwhenthe.se plans would 
be implemented. 

The expansion of the TunJoo lead 
smelter, according to the latent estimate, 
is expected to cost Rs 50 lakhs. Tne 
expansion of the Udaipur zinc smelter, 
which was originally cslimited to cost Rs 
! 4 crores, may now cost Rs 25 crores. Tno 
investment in the Visakhapatnam scheme 
is now r estimated around Rs 36 crores, as 
against the 1970 (when the decision to 
launch on this project was taken) estimate 
of about Rs 26 crores. The zinc smelter 
here is now likely to cost Rs 30 crores, as 
against Rs 22 crores originally, fhe m- 
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crores. The revised estimates take into 
consideration the increase in machinery 
and other costs that have taken place in 
the last two years. 

The Visakhapatnam zinc and lead 
smelters are to be based on imported con¬ 
centrates. as is the case with Comminco 
Binani‘s project in Kerala. The expan¬ 
sions of the Tundoo and the Udaipur 
smelters are based on the domestic ore 
resources. 

With the completion of the above ex¬ 
pansion programmes, the imports of lead 
and zinc are expected to go down drasti¬ 
cally in 1976-77 and 1977-78, despite in¬ 
creased requirements. Currently, we are 
able to meet from indigenous sources 
• only about one-third of our requirements 
of both the metals. This proportion is 
likely to be doubled in about two years. 
In the subsequent years, if the zinc and 
lead making capacity is not increased fur¬ 
ther, the imports will start going up again. 
The 1980 requirements of zinc are esti¬ 
mated around 200,000 tonnes. 

come of age 

Hindustan Zinc, indeed, has come a 
leng way during the last three years. It 
yielded a profit before tax to the extent 
of Rs 42 lakhs in 1972-73 and Rs 5.07 
crores in 1973-74. Last year’s profit be¬ 
fore tax is estimated around Rs 8 crores. 

Production-wise, Hindustan Zinc yield¬ 
ed last year 13,953 tonnes of zinc slabs, 
16,270 tonnes of zinc cathodes, 4,109 ton¬ 
nes of lead. 46.100 kgs. of cadmium and 
5,054 kg of silver. The targets for the year 
had been 15,400 tonnes of zinc slabs, 
15,000 tonnes of zinc cathodes, 3,600 
tonnes of lead, 40,000kgs of cadmium and 
5,000 kgs of silver. This should suggest 
that while the production of zinc slabs 
was slightly below the target, that of lead 
exceeded the target. This, however, is 
no cause of concern, because the produc¬ 
tion of zinc and lead being from the same 
ore, there can be variations in the yields 
of the two metals. If the output in terms 
of concentrates is taken into considera¬ 
tion, the last year’s 43,000 tonnes com¬ 
bined target for the two concentrates 
(35.000 tonnes of zinc concentrates and 
8,000 tonnes of lead concentrates) was 
very nearly achieved—the actual produc¬ 
tion of zinc concentrates being 31,313 
tonnes and that of lead concentrates 
11,548 tonnes. The capacity utilisalion of 
Hindustan Zinc currently is said to be 
nearly l J0 per cent. 

Besides zinc, lead, cadmium and silver, 
Hindustan Zinc also produces single super¬ 
phosphate. The output of this manure 
last year was of the order of 50,670 ton¬ 
nes, as against the target of 35,000 tonnes. 


The last year’s production of Hindustan 
Zinc exceeded the 1973-74 output very 
significantly. In 1973-74, the production 
was as follows: zinc concentrates 25,075 
tonnes, lead concentrates 8,347 tonnes, 
zinc slabs 2,147 tonnes, zinc cathodes 
11,393 tonnes. lead 2,700 tonnes, cadmium 
26,736 kgs, silver 4,182 kgs. and single 
superphosphate 27.494 tonnes. The pro¬ 
duction of zinc slabs in 1973-74 had been 
greatly affected by the breakdown of the 
meiting furnace. 

export earning 

Hindustan Zinc exports part of its pro¬ 
duction of silver and cadmium to the 
United Kingdom. Last year, silver exports 
earned for the country £110,000 and cad-, 
mium exports £37,000. No exports of 
cadmium have been effected during the first 
two months of the current financial year. 
Silver exports in these two months are 
stated to have yielded £125,000. 

The major problem of Hindustan Zinc 
at its Udaipur smelter is stated to be very 
frequent power interruptions. Unlike in 
most other states, no significant power 
cuts, however, were imposed on the in¬ 
dustrial units in Rajasthan last year. 

Hindustan Zinc is stated to have also 
represented to the government against an 
increase in the tariff of power supplied to 
it from eight puise per unit to 15 paisc. 
An increase of one paise in the power 
tariff pushes up the cost of production of 
zinc by about Rs 40 per tonne. If the 
power tariff is iiol reduced, the profitabi¬ 
lity of the Udaipur smelter can be affected 
materially. 

>;r s!e 

In a broadcast to the nation on July L 
Mrs Indira Gandhi announced pan of the 
new economic programme which the 
government intends to follow in the near 
future. She hinted that some other mea¬ 
sures were under consideration. They 
would be announced in course of time. 

The new economic programmes which 
was outlined on July I includes: (i) the 
raising of the minimum exemption limit 
for # income-tax from Rs 6,000 to Rs 
8,000; (ii) stimulating of production, 
speeding up of procurement and stream¬ 
lining of the distribution of essential 
commodities; (iii) initiation of action to 
liquidate rural indebtedness (while new 
schemes will be drawn up to devise alter¬ 
native agencies to provide institutional 
credit to landless labourers, rural artisans 
and small and marginal farmers who own 
less than two hectares of land, there will 
be a moratorium on suits and execution 
of decrees for the recovery of debts from 
such groups — debts from cooperatives 
and commercial banks and governments 


mum wages for agricultural lab&r and 
implementation of the land ceiling Jaws 
and distribution of surplus land anriofig the 
landless; (v) immediate harnessing of pro¬ 
ven underground water resources and 
taking up of further surveys for irrigation 
and for the provision of drinking water, 
especially in the drought-prone areas, (vi) 
introduction of legislation for conferring 
ownership rights on landless labourers 
who have been in occupation of housing 
sites of their landlords over a certain pe¬ 
riod (resort to evictions will be sternly 
dealt with); (vii) abolition of bonded la¬ 
bour; (viii) careful regulation of credit on 
a selected basis; <ix) streamlining of the 
working of state electricity boards and 
augmenting of power generation capacity; 
(a) ensuring of inputs to handloom wea¬ 
vers at reasonable prices (a separate de¬ 
velopment commissioner for handlooms 
is to be appointed and the policy for re¬ 
servation of handlooms is to be rationa¬ 
lised to provide greater protection lo 
weavers;); (\i) simplification of licensing 
procedures and raising of the investment 
limit in those industries which need no 
imports or governmental help: (ui) im¬ 
proving of the controlled cloth scheme: 
(xiii) initiation of legislation to impose 
ceilings on iht .ownership of vacant lands, 
to'|tcqutre.e*ces^ land, to restrict the plinth 
area of nfcw dwelling units and :o socialise 
urban and urbanisable land: (xiv) setting 
up of special squads to take up property 
valuations in the urban areas, especially 
the valuations of the luxury houses; (xv) 
confiscation of properties of smugglers, 
whether held in their own names or be- 
nami; (\vi) amending of the import- 
export regulations to ensure speedy trials 
and imposition of penalties for breaking 
rules; (xvii) introduction of schemes for 
workers' participation in industries, parti¬ 
cularly at the shop floor level and in pro¬ 
duction programmes; (xviii) Introduction 
of a system of national permits for im¬ 
proving the movements of goods by trucks; 

(xix) cutting out of non-essential expendi¬ 
ture of government and public enterprises; 

(xx) provision of essential commodities 
at controlled prices to all student hostels 
and approved student lodging houses; 

(xxi) ensuring of the availability of text¬ 
books and stationery at reasonable prices 
to all school, college and university stu¬ 
dents the prices of text-books and sta¬ 
tionery are to be strictly controlled and 
book banks are to be established, and 
(xxii) amending of the apprenticeship act , 
to enable managements in the organised J 
sector of the economy to take larger nura*^ 
ber of apprentices for specified period 
special care has to be taken to ensure a 
fair deal to scheduled castes and tribes, 
minorities and handicapped persons in 
the recruitment of apprentices. 
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Train ur wnwi 


Business prospects for^ 

developing countries 


An attempt has been made in this article 
to indicate briefly some of the ways in 
which developing countries can benefit 
from international trade and economic 
relationships. 

Global search for raw materials 
is going to intensify as time passes. 
Developing countries will be able to 
benefit from a competition among con¬ 
tending bidders. They can bargain es¬ 
pecially about terms for extracting ores, 
petroleum etc., as demonstrated by the 
Arab countries. Besides setting terms for 
such mining and extraction projects, de¬ 
veloping countries can rightly insist that 
foreign or multinational concerns put 
out their subsidiary functions for compe- 
tive local tender. 

catalogue shopping T 

Any move (through generalized prefer¬ 
ences or otherwise) towards liberalization 
or abolition of tariffs in the richer count¬ 
ries must be greatly to the eventual ad¬ 
vantage of the developing countries. In 
the meantime, the developed world is 
likely to move to catalogue shopping for 
many consumer goods. The immediate 
beneficiary from such a system would be 
largely export-oriented, free-trading 
arcus such as Hong Kong. A possible aim 
for several developing countries could be 
to become, in commercial terms, some¬ 
thing like Hong Kong. However, there 
is even now much scope for bargaining 
about especially “sensitive goods.** The 
probability is that private business cor¬ 
porations will be able to cash in on the 
changing opportunities offered more 
quickly than state planning agencies. In 
export earning large increases are expected 
to be from engineering goods, textiles, 
leather products, marine products, phar¬ 
maceuticals and drugs. 

According to an expert, annual export 
earnings from engineering goods and 
leather products arc likely to go up to Rs 
200 crores and Rs 400 crores respective¬ 
ly. The oil-rich countries* demand curve 
for consumer goods, luxury goods- and 
especially for industrial products, techni¬ 
cal know-how and industrial equipment 
is likely to rise rapidly. Exporting is 


done most successfully, most cheaply 
and most easily iT one has an assured 
market at least for part of the production 
to be sold in the world market. This 
applies particularly to most of the de¬ 
veloping countries, whose home market 
is too small to be an adequate base for an 
export-oriented industry. Such an in¬ 
dustry may have a further advantage be¬ 
cause of (a) quality guarantee; (b) access 
to a network of marketing outlets; (c) 
economies of scale or low-cost production. 

A developing country that starts in¬ 
dustries as import-substituting indust¬ 
ries should do all it can to make them ex¬ 
port some of their products^;ithin a very 
short time. Otherwise, m the not-dis- 
lant-futurc. the policy of import substitu¬ 
tion would create equal or worse import- 
dependence (raw materials, equipment 
and supplies from abroad) and foreign 
exchange problems. 

As Singapore and Taiwan have demons¬ 
trated, it is much more advantageous 
for a developing country tQ become the 
most efficient large supplier, worldwide, 
of some models or components than to 
be a high-cost small producer of various 
entire products or lines. This would 
create more jobs and provide the final 
product at lower prices to the country's 
own consumers. And it would result m 
large foreign exchange earnings. 

taxes on MNCs 

The governments of developing coun¬ 
tries might impose optimum (not punitive) 
taxes on multi-national corporations in or¬ 
der to bring the ad vantages of the M NO not 
just to the few people who work for them, 
but to the whole community in the shape 
of tax revenue which can be spent on 
roads, ports, education and the rest of the 
infrastructure which will benefit every¬ 
body, including MNCs. Developingcouni- 
ries should get together in eliminating 
competitive tax concessions to MNCs. 
The governments of some underdeveloped 
countries might also indicate to each 
multi-national that it should give local 
nationals a sense of' participation by (a) 
training and employing nationls in top 
management; (b) selling shares in the 


local subsidiaries where there is a 
market; (c ) conducting R & D suited 
to local needs and conditions; while (d) 
making it clear that agreements will be 
renegotiable at staled intervals, imposing 
necessary economic restraints. 

Capital is likely to be in short supply 
for years to come. A hundred per cent 
ownership on the part of a foreign com¬ 
pany ora domestic (local) company 
might not be feasible. So it would be 
more logical and “business-like** to in¬ 
sist on joint ventures. That this is al¬ 
ready happening is shown by the example 
of Japan. Most non-Japanese compa¬ 
nies are now operating through joint ven¬ 
tures even after the lifting of restrictions 
on foreign investment. 

export of know-how 

There are many countries to which 
Indian know-how can be exported. And 
there are many ways to do so including 
licensing agreements, joint ventures, 
turnkey projects, contractual or consult¬ 
ing arrangements. Other developing 
countries which have acquired a degree 
of technical competence might follow and 
initiate some of the ways mentioned above. 

A highly expanding proportion of work! 
manufacturing production in 1975-92 
is going to consist of such new products as 
electronics. This follows the trend of 
the last 25 years (e.g. sale of transistor 
radios, television sets etc.). Developing 
countries would do well to take note of 
this trend and to act accordingly. The li¬ 
censing policy of governments concerned 
might be liberalized and kept up-to-date 
in view of current opportunities and re¬ 
sources. According to the projection of 
the Dicbold Institute, computer revenues 
will increase 400 per cent over this dec- 
cade, and services including training, 
consultancy, software, and data banks-- 
will increase eight-fold. 

In this expanding field there will be 
enormous opportunity for those with 
enterprise and imagination. Develop¬ 
ing countries can lake a major part in 
some of the most advanced work of the 
new age, not just confine themselves to 
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may well increase the effieteftcy and pro¬ 
fitability of both public and private sec¬ 
tor undertakings. 

The main advantage of developing 
countries for the immediate future is that 
they have underutilized supplies of rela¬ 
tively cheap labour which will be in¬ 
creasingly trainable. In labour law 
and factory acts, the most important ob¬ 
ject in view should be to help build up 
a sound and healthy trade union move¬ 
ment. If trade or labour unions are 
more law-abiding and more concious 
of their social and national responsibili¬ 
ties, then a poor, developing country may 
have a prosperous and happier economic 
life, fn India 31 million man-days were 
lost in 1974 in industrial disputes against 
• 20.6 million in 1973. This means a 50 
per cent increase in a year in the number 
of man-days lost in various industrial dis¬ 
putes. However if the downward trend in 
prices continues the situation might 
improve. 

There is no shortage of small-scale 


small businesses as soon as 
opportunities are opened up — trans¬ 
port, road building, etc. Governments 
concerned should, therefore, invest in 
basic infrastructure. 

The key strategy for a successful de¬ 
veloping country should be to gear its po¬ 
licy on the assumption that a lot of ex- 
port-oriented manufacturing production 
will be switched in 1975-93 to the de¬ 
veloping countries. India's export figures 
for the first eight months of 1974-75 tend 
to support the above assumption. 
So far as India is concerned, much 
will depend, on the steps New 
Delhi will take to promote sales abroad. 
Big industrial units might be allowed 
greater scope in the export market. 
Indian industries might be permitted to 
float debentures, bonds or preference 
shares in some foreign countries. Ex¬ 
port duties on some goods might be 
slashed. An export-import bank for 
attracting foreign capital in some indust¬ 
ries might be set up. Mutually beneficial 
trade agreements might be concluded with 


emerged as India's ^^^iBSeSTiSaSSf 
not be overlooked for political considera¬ 
tions. During April-August 1974, while 
India's exports to all regions expanded, 
those to North America (the USA and 
Canada) recorded the highest increase of 
63 per cent — rising from Rs 126 crores 
in April-August, 1973 to Rs 208 crores in 
April-August, 1974. 

The government of India's determination 
to increase the country's exports (Rs 2,483 
crores in 1973-74) by 100 per cent in the 
coming five years is timely and wise. The 
best way for a developing country to 
expand employment opportunities and 
secure foreign exchange is through vigo¬ 
rous export promotion. A combination 
of increased productivity and a powerful 
marketing thrust, largely cooperative, 
helped Korea and Taiwan to improve their 
terms of trade with the United States 
and Japan. The stimulus of technology, 
largely through the abundant use of ferti¬ 
lizers, and commercial sales abroad trans¬ 
formed the whole agricultural scene 
in both the countries. 


Pattern and problem of women employment 

G. Sai Saba 


One of the notable features of the 
history of economic development is the 
growth of employment opportunities 
for women. India is no exception to 
this. With the impact of increasing 
political, social, economic and 
technological changes, traditional be¬ 
havioural distinctions between men and 
women are becoming blurred. To be 
sure, women still bear children and men 
cannot, but the variety of roles capable 
of being performed by women has in¬ 
creased. An interesting study was made 
in the west on the fitness of women 
to work beside men which also applies 
to India. The study pointed out, “These 
investigations, carried out by psycho¬ 
logists, have proved that most women 
are as good as most men on most 
sectors 1 ”. 

In this article I shall focus on the 
changing role of women in India because 
the life of women has significantly chang¬ 
ed. Once change has permeated the 
society, it has often created great distur¬ 
bance. Thus the major factor ufTecting 
the role of women in India is the 
rapidity of social change and economic 
development. Wiih the diversification 
and proliferation of new roles as a re¬ 
sult of industrialization and urbaniza¬ 


tion, women have been offered alterna¬ 
tives to their traditional roles as wives 
and mothers. Thus to understand this 
new role, the pattern of women employ¬ 
ment and the problems raised in this 
transition period relating to women em¬ 
ployment may be studied in detail to 
formulate future policies. 

This study assumes that sooner or 
latter national employment policy for 
women will be framed and implemented 
by the government. 

In view of the dynamic forces that 
arc acting upon the present pattern of 
society, a case is made out here that 
special attention be given to problems 
peculiar to women employment that 
crop up in the transition. 

Changes in the composition of 
India's women working force as re¬ 
flected in the decennial census, consti¬ 
tute one vital aspect of the growth 
of the overall pattern of employment 
in the country. An assessment of 
the volume and growth of female labour 
force is likely to be blunted by the defini¬ 
tion particularly applicable to female 
component of the Indian working force. 
I have relied mainly, although not exclu¬ 
sively, on census data for purposes of 


information and evidence. I assume that 
the internal consistency, however slender, 
which chaiacterises census data, will be 
adequate for drawing from them reason¬ 
ably valid inferences. One methodologi¬ 
cal point is that 1 have taken the entire 
group of women workers in the economy 
as classified in our census. Admitting, 
therefore, the vital importance of the 
dynamics of women participation in 
India, 1 am constrained to ignore census, 
as the relevant data arc too non-com¬ 
parable over time to suit our immediate 
purpose. 

The census data indicates the broad 
occupational pattern of women. 
It reveals that an exceedingly large pro¬ 
portion of women force is engaged in 
household industry, in the traditional 
sector and especially in agriculture, which 
is too well known to be repeated. Thus 
the main concern is with women employ¬ 
ment in the organized sector which is 
likely to be sensitive to current trends of 
industrialization, urbanization and 
modernization in India. During the 
decade (1960-70) there is ample empiri¬ 
cal evidence to show that urbanization 
and modernization had great impact on 
women employment. The fourth five 
year Plan’s observation is significant. 
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L&T shares are an example. For the wise Investor 
the sum total of these multiplying factors is 
security .The security rests in the knowledge that 
L&T has never missed a single dividend since 
its inception. In fact it has never been less than 
10% in the last twenty five years. And in fifteen 
of those years L&T has declared an 18% 
dividend twice and 15% six times. 

Facts about L&T make the figures possible. L&T 
is a vast manufacturing complex with a paid up 
capital and reserves of Rs. 143 million and a 
turnover of Rs. 600 million. The growth is 
fostered by L&T's high rate of reinvestment. 1 . 

And it is planned with a purpose. The purpose, 
is to design, manufacture and instal plant and ■- 
equipment for every vital industry. To make that, 
plan a reality. L&T has carefully accumulated a rich 
reservoir of technical know-how. manufacturing x 
skill and fabrication facilities for over 35 years. But 
L&T's greatest asset is its people—10.000 specialised 
talents in its group of associate and subsidiary 
companies and its network of offices all over 
India. Together they contribute creatively to the 
company's vast industrial plan. 
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all activities during the past decade” 8 . 

In the organized sector during the 
period [19524962] the increase in aver¬ 
age daily employment of women in facto¬ 
ries closely corrresponded to increase in 
total factory employment though the 
proportion of women employment in 
some industries was fluctuating. In 
March 1963 Mrs Seeta Pramand, MP, 
expressed concern about the rapidly 
lowering percentage of women manual 
workers in industries regulated by sta* 

TABLE I 

Employment of Women In Manufactur¬ 
ing Industries and Mines—1952-62 4 


S No Industry Earlier Percentage 
percentage in 1962 


1. 

Textiles 

9.2 

2. 

Processes allied to 


agriculture 

43.7 

3. 

Paper pro¬ 



ducts 

5.0 

4. 

Chemical 



products 

15.5 

5. 

Mineral pro¬ 



ducts 

16.7 

6. 

Basic metal 



industries 

7.0 

7. 

Miscellaneous 

8.5 

8. 

Coal mines 

14.8 

9. 

Mica mines 

12.1 

10. 

Iron ore 

35.6 

IK 

Manganese 

42.4 


5.8 
40.8 

3.8 

9.9 

14.6 

3.1 

6.8 

8.9 
8.4 

26.7 
39.9 


me ictfMJiih which uuve lumnuutcu to a 

decline in women's employment else¬ 
where. Further, for higher commitment 
from the migrants, it is convenient for 
the employer to engage them in family 
units. The additional cost of protective 
legislation for women is offset in this in¬ 
dustry by the suitability of women for 
work in plantations. 

The report of the second Agricultural 
Labor Enquiry (1956-57) census of 
India, 1961 and 1971, revealed that 
women labour in agriculture declined 
both absolutely and relatively. Between 
1950-51 and 1956-57 the number of 
women workers in agriculture come 
down from 14 million to 12 million and 
there was a decline from 44.4 per cent 
to 36.5 per cent. Changes in the com¬ 
position of India's women working 
force within the framework as reflected 
in the decennial census, constituted one 
significant aspect of the evolution of 
the economy's overall pattern of cmploy- 


imougn ueiiuiuofiai manges as nciwecff 
one census and another have especially 
characterised the enumeration of female 
workers. It has been already stated that 
there is the probleum of definition of 
woman worker. In the 1951 census it is 
alleged that the adoption of the “Income 
approach” to the measurement of the 
women workforce produced a deflationary 
effect upon female participation; the 23.31 
per cent female activity rate, then actu¬ 
ally emerging, is said to be an “under¬ 
count”. In the 1961 census on the other 
hand, it is contended that a “liberal 
definition of work” resulted in an infla¬ 
ted female participation rate and it rose 
to 27.9 per cent. Finally in the 1971 
census, the adoption of “main activity” 
approach with a view to excluding 
marginal or negligible workers ended 
up in the female activity rate slumping 
to 11.85 per cent which is an all-time 
low indeed! both absolutely and rela¬ 
tively the component of female workers 
in the 1971 census declined in every 


Taint. H 


Female Workers and Female Agricultural Labourers in 1951, 1961 and 1971“ 


Census Year 

Total numbers of 
fa mole workers tin 
millions) 

Participation 

rale 

Total number of 
female agricul¬ 
tural labour (in 
millions) 

As percentage 
of female wor¬ 
kers . 

1951 

40.45 

23.31 

12.57 

31.08 

1961 

59.35 

27.96 

(12.57%) 

14.15 

23.84 

1971 

31.30 

11.85 

(11.59%) 

15.79 

50.45 


tutes. In response to this, a study was 
conducted by the government of India's 
Labour Bureau, Simla, which brought 
forth the evidence that in the non-agri- 
cultural sector, employment in manufac¬ 
turing industries and mines 3 had recor¬ 
ded a decline, in mining and quarrying, 
construction trade and commerce, trans¬ 
port and communications also there was 
a decline. The downward trend is parti¬ 
cularly marked in textile group. The 
figures in Table l will elucidate this. 

In the plantation industry, the em¬ 
ployment in the rubber and coffee estates 
does not show any decline 5 . Employment 
of women in plantations has remained 
stable. Along with the reasons like 
suitability of women for these jobs due to 
dexterity of nimble fingers, and family 
tradition similar to agricultural opera¬ 
tions, there is the differential wage rates 
for women, based on physical capacity 
which have been accepted traditionally 
in this industry; the non-availability of 
local labour for a long time for work on 


Tabll III 

Number of Women Employed in Mines 7 

(in 000's) 


Year 

Coal 

Manganese 

Mica 

Iron ore 

Other mines 

Grand total 

1951 

55.2 

24.4 

7.2 

7.7 

15.1 

109.6 


(15.7) 

(43.9) 

(13.8) 

(38.2) 

(21.8) 

(20.1) 

1956 

46.0 

44.3 

2.7 

10.7 

22.0 

125.8 


(13.0) 

(40.3) 

(7.8) 

' (28.8) 

(22.1) 

(20.0) 

1961 

38 1 

17.7 

2.’4 

15.3 

32.8 

106.3 


(9.3) 

(37.7) 

(8.1) 

(28.8) 

(25.5) 

(15.8) 

1964 

31.4 

16.1 

1.7 

13.0 

32.5 

97.5 


(7.0) 

(38.0) 

(8.4) 

(25 0) 

(22.9) 

(14.2) 

1965 

31.4 

18.5 

1.6 

15.1 

33.2 

99.8 


(9.0) 

(41.0) 

(7.6) 

(25.7) 

(23.4) 

(14.4) 

1966 

30.8 

19.1 

1.2 

15.7 

33.9 

100.7 


(7.2) 

(40.6) 

(6.1) 

(25.9) 

(22.9) 

(14.4) 

1967 

27.6 

18.4 

1.2 

14.0 

29.7 

90.9 

(6.6) 

(41.0) 

(7.2) 

(25.2) 

(21.1) 

(13.4) 

1968 

23.0 

12.03 

1.5 

13.3 

29.9 

78.0 

(4.36) 

(39.1) 

(9.6) 

(39.0) 

(19.0) 

(12.0) 

1969 

23.0 

11.01 

1.5 

11.3 

59.7 

106.6 

(4.36) 

(39.0) 

(10.0) 

(38.0) 

(17.0) 

(6.0; 
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of increase of female workers in this 
category stood at 12.57 per cent between 
1951 and 1961, and the rate fell to 11.59 
per cent between 1961 and 1971. This 
can be seen from Table II (page 13). 

Women employment has also regis¬ 
tered a decline in mines 8 . In coal mines 
the situation is still worse. Employment 
of women for work underground was 
completely banned in 1939 and the 
proportion of women dropped to about 
1/10 of the total labour force as com¬ 
pared with2/5th in 1919. Table III (page 
13) reveals that women employment in 
mines has been on a gradual decline 
from 1961 to 1969. 


women employment actually more than 
doubled from 4,80,000 in 1962 to 
10,57,000 in 1973. The character of 
women employment also seems to be 
affected. A majority of women emp¬ 
loyees in the private sector arc to 
be found in plantations and manufac¬ 
turing while in the public sector a large 
majority is to be found in services. 

TABLE IV 

Women Employment Trends In the 
Organised Sector 19 

(in 000) 

Year ending Public Private Total 

March sector sector 


pattern of employment i.e., shift from 
self-employment to wage-employment. 
Secondly, they go out to seek work and 
have a strong push in the labour market, 
unlike women family helpers who form 
the vast majority of women workforce in 
the traditional sector. The family helpers 
may be said to be self-employed; they do 
not actively seek work. They may enter 
the labour market or leave it depending 
upon the need of the occupation in which 
they are usually engaged. Thirdly, in the 
case of the employment of educated 
women, the principle of ‘equal pay for 
equal work'automatically applies, while 
it does not invariably apply in the case 
of employment of unskilled women 
labour. 

new openings 

The spread of education, particularly 
in urban areas, has opened more employ¬ 
ment opportunities in occupations which 
are restricted to a large measure to women. 
Prof. Pigou stated "There arc a number 
of occupations in which ihc value of the 
marginal net product, and, therefoic, the 
wage, of women’s work would, if \omen 
were admitted to them, be larger than 
it is in occupations by tradition and 
custom. When new occupations &uch as 
the working of typewriter and telephones 
are introduced, or when old occupations 
are transformed by the introduction 
of new types of machinery, women are, 
indeed, generally offered a free field” ,T . 

At present more employment oppor¬ 
tunities are opened for women in non- 
manual, clerical, adininstrative and pro¬ 
fessional work. The largest expansion 
has been in government service. Besides 
increase in the scope of activities in this 
sector during the last two decades, the 
entry and prospects of promotion and 

Table V 

Trends in Enrolment of Women Students 
in Universities and Colleges 1 ” 

Year Enrolment Percentage 

-of women 



Total 

Women 

students 

1950-51 

.396,745 

43,126 

10.9 

1955-56 

712,697 

91,893 

12.9 

1960-61 

1049,864 170,455 

16 2 

1965-66 

1728,773 318,996 

21.4 

1967-68 

2218,972 421,023 

21.9 

1968-69 

1690,000 

NA 

NA 

1973-74 

3000,000 

NA 

NA 

(anticiated) 



1978-79 

4650,000 

NA 

NA 


(target) 


small decline 

In spite of an overall increase in the 
employment of women in certain indus¬ 
tries there has invariably been a decline 
in the traditional industries. The employ¬ 
ment of women had gone up from four 
crores to seven crorcs all over India in 
1970-71, but women in organized sector 
accounted for only 2,40,000. A survey 
shows that recession in textile industry 
had adversely affected women employ¬ 
ment there 9 . A comparative study of 
total labour and women employment 
during 1961-71 will illustrate that women 
employment has gone down in this period. 
In 1961 women employment was 29 per 
cent of the total industrial labour. In 1971 
it has gone down to 13 per cent 10 . Simi¬ 
larly in 1961 in mining industry there 
were 1,06,000 women out of 6,71,000 
mine workers whereas in 1969 the figure 
has come down to 78.000 out of a total 
of 6,38.000 mine workers 11 . 

Although women worker force in the 
traditional sector is necessary and useful 
it is in the organized sector that women 
employment is more remunerative and 
attractive. Further, it is in this sector that, 
compelled by social change and econo¬ 
mic factors, educated and trained women 
seek employment. In the skilled cate¬ 
gories ot occupations women workers 
are tending to compete with men wor¬ 
kers. 

The Employment Review of 1968-69 
states, “With gradual modernization of 
the economy the trend of women partici¬ 
pation in economic activity is likely to 
undergo a change albeit over a period. 
The present data (Table JV) covering as 
they do largely the modern sector might 
be a rough indicator of this transfor¬ 
mation 12 . While, the total female em¬ 
ployment during the sixties increased by 
nearly 36.5 per cent the really remark- 


1962 

48 

89 

137 

1963 

55 

94 

149 

1964 

58 

93 

152 

1965 

64 

104 

168 

1966 

12 

103 

174 

1967 

12 

110 

182 

1968 

75 

108 

183 

1969 

77 

107 

184 

1971 

94 

100 

194.0 

1972 

98.3 

108.2 

206.5 

L973 

105.7 

104.8 

210.3 


The tendency to seek employment in 
the public sector and that too in services 
is likely to be accentuated by the remar¬ 
kable increase in women’s education. 
During the last two decades there has 
been a sensational increase in the enrol¬ 
ment of women in institutions of higher 
learning from over 43,000 to 421,000 in 
absolute number (between 1950-51 and 
1967-68). As a percentage of total em¬ 
ployment they have more than doubled 
from 10.9 per cent to 21.9 per cent during 
the same period. 

The draft fifth five year Plan states 
that enrolment in university education 
will be about 4.65 millions 14 . This will 
certainly add a sizable amount of edu¬ 
cated women by the end of 1979. It 
appears that there has been a virtual 
explosion of women’s education in India. 
This trend is bound to gather further mom¬ 
entum because according to the national 
policy on education, “the education of 
girls should receive emphasis, not only on 
grounds of social justice, bus also 
because it accelerates social transfor¬ 
mation 19 . Table V will make this clear: 

T his remarkable nature of women’s 
education certainly changes the charac¬ 
teristics of the women employment see¬ 
kers in the labour market and its effects 
have to be noted. Firstly they seek 
salary paid services, like other educated 
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it is said are subject to the least impedi¬ 
ments in this area of employment. The 
new openings of employment in business 
firms are largely restricted to clerical 
and secretariat assistance and in pro¬ 
fessions such as teaching and nursing. 
The Institute of Applied Manpower 
Research estimated the shortages of re¬ 
quired women workers in some of these 
fields. They have estimated a shortage 
of 9,000 nurses and 22,000 auxiliary 
nurse midwives by the end of the fourth 
Plan 18 . 

While it is important to know the 
pattern of women employment, it is per¬ 
haps more important to find out how it 
is distributed among various occupations 
in different sectors. Such a distributive 
pattern will make it clear how far women 
workers arc being effectively utilised, 
and in which occupations they are 
crowded and into which sectors they can 
he recmpMyed with advantage. In Tabic 
VI this distribution pattern is shown. 

sectoral distribution 

The sectoral occupational distribu¬ 
tion pattern of women workers in India 
as found in Table VI is typical of the 
livelihood pattern of an underdeveloped, 
traditional and primarily agricultural 
economy. It is to be noted that out of a 
total women working force of 59.50 
million, as many as 54.50 million are 
engaged in the rural sector and only a 
small segment of four million are em¬ 
ployed in the urban sector. Although 
the Indian economy is rapidly transform¬ 
ed, for decades to come a large majority 
of women workers will tend to be en¬ 
gaged in the traditional, self-employed 
sector in the rural areas. It is seen that 
S2.28 per cent of the women workers in 
the rural sector are employed in primary 
production as family helpers on the 
farms; another 12.62 per cent appear 
to be engaged in household industry. 

Even though the total number of 
women workforce in the organised 
sector is rather small (only four million), 
still the pattern of their distribution 
among occupational categories is interst¬ 
ing. The category of craftsmen, produc¬ 
tion process workers etc., attracts the 
largest proportion, that is 43.02 per cent; 
here too most of the women employees 
will be accounted for by the household 
industry (like bidi and match industry) 
located in towns and cities. It is still 
more interesting to note that the cate¬ 
gory of professional and technical work¬ 
ers attracts 7.6 per cent, the category of 
sale workers 6.09 per cent and the cate¬ 
gory of service, sports and recreation 
workers about 14.44 per cent. Industria- 
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and the growing public sector have the 
effect of expanding the service sector, 
and it is here we may note more and 
more women finding employment. 

It is heartening to note that the 
government of India is paying more at¬ 
tention to this problem and has invited 
an expert team from the Swedish Inter¬ 
national Development Authority (SIDA) 
“To make an on the spot feasibility 
study on women’s occupation’’. As a 
result two women experts representing 
the SIDA came to India. The team will 
submit a project report to the govern¬ 
ment very shortly. 

The time has come to take into ac¬ 
count the peculiar pattern of women 
employment, particularly educated and 
trained women. Some of the major 
suggestions for the adoption of suit¬ 
able policy are discussed below. 

The important aspect of changing pat¬ 
tern of modern employment i.e., shift 
from self-employment m wage employ¬ 
ment, must be recognised and the women 
workers who “thus come to occupy the 


pvuiut/n \jt iiiui 5111W1 nuiiivi j ... t.iv iivti 

economy” 40 must be protected from all 
the risks of modern employment. This 
calls for a check on two undesirable 
trends; (a) The over-crowding of women 
job-seekers into a few avenues of em¬ 
ployment in the service sector, and that 
too within the public sector, has to be 
prevented; (b) simultaneously, an un¬ 
healthy competition between men and 
women for the same kind of jobs in the 
same establishments should be prevent¬ 
ed. This demands the need for opening 
vocational guidance bureaux in all the 
institutions of higher education for 
w'omen. Further these guidance bureaux 
should provide the widest possible dis¬ 
semination of knowledge of new avenues 
of employment particularly open to 
women. It requires greater research 
efforts in manpower problems of indus¬ 
trialization and organization of industrial 
employment at national and local level. 

It goes without saying that ‘womcn- 
power planning' has to be under¬ 
taken. Three aspects of such planning 
may be noted here, (a I Some avenues 
of employment which have been tradi¬ 
tionally aborbing large number of women 


Taih.l VI 
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Name of occu- Rural sector Urban sector 
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Number of 
female 
workers 
(in millions) 

As percent¬ 
age of total 
work force 

Number of 
female 
workers 
(in millions) 

As percent¬ 
age of total 
women 
workers 

1. Professional, technical and 
related workers. 

0.21 

0.87 

0.30 

7.61 

2. Administrative, executive 
and managerial workers. 

0.03 

0.08 

0.02 

0.47 

3. Clerical and related workers. 

0.02 

0.15 

0.07 

1.85 

4. Sales workers. 

0.78 

1.31 

0.24 

6.09 

5. Farmers, fishermen etc., and 
related workers. 

47.94 

82 28 

1.02 

25.49 

6. Mines, quarrymen and related 

workers. 0.10 

0.22 

0.02 

0.55 

7. W'orkers in transport and com¬ 
mercial occupation*. 0.00 

0.03 

0.01 

0.30 

8. Craftsmen, production pro¬ 
cess workers elc. 

5.74 

12.62 

1.72 

43.02 

9. Service, sports and recreation 

workers. d.12 

2 .35 

0.58 

14.44 

10. Workers not classifiable by 
occupat’ons 

0.04 

0.09 

0.01 

0.1S 

Total workers 

55.49 

100.00 

4.01 

100.00 
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decline for various reasons* For exaritplc, 
the employment review states that em¬ 
ployment opportunities for women dec* 
lined in tea plantations and in coal 
mines and this was responsible for a 
decline in women employment in the 
private sector by 2.0 per cent in 1967-68* 1 . 
and again by 0.8 per cent in 1973**. 
Such adverse trends should be taken notice 
of in time and appropriate policy mea¬ 
sures formulated; (b) New avenues of 
employment opportunities have to be 
identified, the likely shortage of required 
women workers lias to be explored and 
women's education and training have to 
be reoriented towards these shortages; 
(c) More studies must be undertaken on 
, the pattern of women employment as it 
1 is affected by the pattern of economic 
development. For instance the economic 
development programmes for those em¬ 
ployed in various sectors must be judged 
in relation to the extent of employment 
and levels of earnings and livings. No 
tangible widespread improvement in cither 
of these could be inferred from any stu¬ 
dies so far conducted by the ministry of 
Labour, or the Planning Commission. The 
results of the census of 1971 in relation 
to size of women workers in agriculture 
and the relative slowing down of the rate 
of urbanization indicate perhaps, a net 
woresening of basic conditions in many 
regions. 

unskilled labour 

A majority of female workers are un¬ 
skilled manual labourers and many others 
are engaged in trades which require only 
rudimantary skills. There have been 
consequently three advers effects: (a) A 
slow and non-progressive pattern of 
women employment without any relation¬ 
ship between employment pattern and 
pattern of economic development. So far 
planning has aimed at economic growth. 
Employment generated has been a by¬ 
product of the central growth theme. It 
is time that the objectives of planning in 
theory and practice welcome growth with 
employment; (b) Technological advance 
is restricting women employability and 
adversely affecting the pattern of employ¬ 
ment. (c) Women have remained gene¬ 
rally in unremunerativc jobs. Two mea¬ 
sures seem to be necessary to meet the 
stagnant situation: (1) Vocational coun¬ 
selling should be directed to divert secon¬ 
dary educated women students from pur¬ 
suing aimless general education, into 
those skilled jobs for which women nor¬ 
mally have special aptitude. This will 
in turn facilitate the growth of dynamic 
pattern of employment; (2) existing train¬ 
ing facilities for college and university 
educated women have to he considerably 


‘‘Skill generation and rational distribu¬ 
tion of women force as a part of social 
and economic planning which would re¬ 
duce competation between men and 
woment are the widely recognized solu¬ 
tion to the problem of women employ¬ 
ment.** 

No attempt is being made to analyse 
the nature, quantum and causes respon¬ 
sible for women’s unemployment. In re- 
cJilt years there has been much talk and 
discussion about unemployment among 
economists, sociologists, politicians and 
administrators. There are a number ot 
books, reports of commissions and com¬ 
mittees on these subjects. None of them 
has made any reference to the problem 
of unemployment among women workers 
both rural and urban, educated, uneduca¬ 
ted skilled and unskilled. Of course unemp¬ 
loyment has been a challenging and frus¬ 
trating problem for the economists. It 
is difficult to analyse the extent of 
unemployment among women due to the 
social and economic problems associated 
with this problem. 

new dimension 

A new dimension of the problem of un¬ 
employment appears to be well on its way: 
this is'the problem of ‘unemployability’. 
It is a situation in which a person, vvho 
is otherwise physically fit. is both unwill¬ 
ing and incapable of working effectively. 
This particular legacy has been inherited 
by us from the alien rule and also by the 
genius of the Indian society. The pro¬ 
blem of unemployment therefore must be 
analysed from lhis angle of unemploy¬ 
ability. The All-India Women’s Con¬ 
ference and such other women's organi¬ 
zations which are now busy cclebraiing 
the International Women’s Year may un¬ 
dertake a research project to explore and 
explain this neglected problem. 

The analysis of the pattern of women's 
employment shows that their unsure hold 
on modern employment pattern appear 
to result from the chronic redundancy 
of labour in India and their being con¬ 
fined largely to unskilled and technically 
backward processes. Any strategy for 
economic development is not likely to 
succeed which does not make a frontal 
attack on this basic problem* 4 . However 
very little information is available either 
from aJJ-India or local surveys which 
would enable one to make a judgment on 
the changes in the pattern of women em¬ 
ployment. Thus the time has come to 
take into account the peculiar pattern of 
women’s employment, parttculary that of 
educated and trained women. 
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' I WIWPOW ON THE WORLD | Iran T oday — II. 

What “the white 
v revolution” means 


Last wkek J suggested that* partly due to 
a spirit of exhilaration or perhaps a mood 
of complacency prompted by a fresh flush 
of oil money* Iran's planners seemed 
to be underestimating physical or non- 
financial constraints, particularly in terms 
of manpower resources or infrastructure 
facilities* when they doubled the alloca¬ 
tions or targets in many important econo¬ 
mic and social sectors while upgrading 
their country's fifth Plan last year. I 
should now make it clear that in spite of 
the problems and challenges which the 
further growth of its economy at a rapid 
pace must contend with, Iran is highly 
likely to build fairly substantially and 
swiftly on its achievements in the last 
ten or fifteen years. 

These achievements, by any reckoning, 
are impressive. In a relatively short period 
Ivan has made its entry into the modern 
industrialized world from a feudal and in 
parts even primitive state of economic or 
social organization. Nomadic tribes and 
settlements still dot the downs of Iran’s 
rural landscape, but they are fast becom¬ 
ing a picturesque relic of a diminishing 
way of life. Iran’s industrial and urban 
development is hungry for additions to 
its work-force which must continuously 
grow if that development is to be sus¬ 
tained. This searching appetite, therefore, 
cannot and does not leave untouched 
morsels of manpower even at the fringes of 
the Iranian economy or society. 

organized farming 

Moreover, with the steady improvement 
in land and water management, stimulated 
by the country's need to grow more and 
more the food and raw materials required 
by its people, both crop and livestock 
farming are becoming increasingly orga¬ 
nized and integrated with the rest of the 
economy. There is also the progressive 
displacement of the barter economy 
by the use of money both as a means of 
exchange and a store of value. Added 
to these are the government’s vigorous 
programmes for promoting literacy or 
vocational training among the rural popu¬ 
lation. It is true of course that these de¬ 
velopments might eliminate in due course 


a leisurely way of life which is credited 
with imparting its own meaning to na¬ 
tional or regional cultures. But it is diffi¬ 
cult to sec how Iran or any other country 
could eradicate pockets of rural poverty 
without imparting some organization or 
method to the way in which rural commu¬ 
nities develop or have been traditionally 
using their physical environment or their 
human potential. 

Meanwhile the government is taking a 
special interest in seeing that incomes in 
the less privileged or the more vulnerable 
sectors of the national economy are en¬ 
couraged to keep pace with or at least not 
to lag far behind earnings in the more 
advantageously situated sectors. Here 
much consideration is being given to the 
promotion of Iran's traditional handi¬ 
crafts, including carpet weaving, on a 
viable basis. The community development 
centres in the countryside devote special 
attention to this matter and one of their 
main purposes is to ensure that the earn¬ 
ings of handicraftsmen or artisans are 
steadily brought up to levels comparable 
to the incomes of workers in organized 
industries. 

concern for handicrafts 

This policy, incidentally, has been dec¬ 
reed at the highest levels and empress 
Farah in fact said recently that handicraft 
workers must be provided w ith increased 
financial and economic benefits to prevent 
them from filtering into industrial produc¬ 
tion. Given Iranian industries* voracious 
demand for manpower, this obseiwation 
displays a remarkable bias towards a 
certain order of socio-economic priorities 
held desirable in the basic nuional inte¬ 
rest. Besides recommending that the pub¬ 
lic and private sectors should be en¬ 
couraged to boost investment in the handi¬ 
crafts industry the empress suggested that 
extensive research should be made into 
consumer preferences in the international 
market for handicrafts to determine which 
Iranian products were specially popular 
or Capable of responding quickly to mar¬ 
ket promotion efforts. 

Meanwhile Iranian handicrafts already 


enjoy the privilege of a protected domestic 
market since the import of handicrafts 
from other countries is prohibited. In¬ 
cidentally, Iran’s famous carpets have 
lately not been selling as much as they 
used to do in the l/SA or western Europe. 
This prompted a minister of the govern¬ 
ment, in a conversation with me, to re¬ 
mark jocularly that his country’s oil po¬ 
licy-makers would perhaps have to keep 
believing in complaints about recession in 
their economics by the Americans or the 
west Europeans so long as the latter conti¬ 
nued tobeoporessedbya feeling that they 
could not afford to buy Iranian carpets 
freely. 

economic disiiarity 

It is possible that, due to the interest 
which the government is taking, the re¬ 
lative economic position of handicraft 
workers would improve in the future. 
If this happens, it would go far towards 
reducing the dimensions or the quantum 
of poverty which, of course, does exist 
in Iran. As of now, however, it is plain 
enough that the economic disparity bet¬ 
ween those earning a livelihood in the 
handicraft sector and those who have 
the skills or the training for working 
in the industrial or urban sector of 
the economy, is marked enough. This 
is true even of carpet weaving in the case 
of which, while the products are expensive 
enough even for customers in affluent 
foreign countries, wages are still so low 
tha* a family unit of four women is able 
to make from carpet weaving only half as 
much as a construction worker or a fac¬ 
tory employee may get in wages and other 
benefits. 

In the>e circumstances, only the 
government's national policy of heavily 
subsidizing food or other essential commo¬ 
dities helps to maintain rural living stan¬ 
dards at near-tolerable levels. My visit 
to a community development centre in 
Persipolis, where 1 could get some idea of 
the economics of carpet weaving as a 
means of livelihood for rural families, 
has convinced me that the empress' en¬ 
thusiasm for improvement in the lot of 


EASTERN ECONOMIST 


17 


JULY 4, 1975 



Another area where the government is 
showing keen concern for bettering the 
economic position of the mass of the 
people relates to the women in the popu¬ 
lation who may be working in factories or 
offices. Earlier in this series of articles 1 
had mentioned that it was a principle of 
state policy in Iran to encourage women 
to improve their socio-economic status as 
well as contribute towards meeting the 
nation's demand for manpower by seeking 
employment in industry and the services. 
As a corollary to this policy efforts are 
being made to secure steady improvement 
in the working conditions of women em¬ 
ployees. In addition, it has been made 
clear that the concept of "equal pay for 
equal work" will be pursued energetically 
so that women in employment need suffer 
no unfair disadvantage vis-a-vis men. 
Pricess Ashraf, twin sister of the Shah 
who is very active in public affairs, spear¬ 
heads the movement for these aspects of 
women's rights. 

equal opportunities 

In the last week of May. a resolution 
adopted by the seventh National Labour 
Conference held in Tehran included as 
one of its principal proposals the provi¬ 
sion of equal employment opportunities 
for women and payment of wages on the 
basis of productivity. The resolution 
recommended that research should be 
conducted to determine the difficulties 
attending women's participation in econo¬ 
mic activities and that necessary action 
should betaken to facilitate their partici¬ 
pation. In particular, schemes of career 
guidance should be organized so that 
women could be made aware of new em¬ 
ployment opportunities resulting from ad¬ 
vancement in science and technology. The 
resolution also suggested that government 
should establish day-care centres in the 
industrial areas of the country. The signi¬ 
ficance of these trends is considerable 
since a large number of women is already 
working in offices and factories, es¬ 
pecially those making electronic or light 
engineering goods, while the number of 
women seeking or training themselves for 
employment is steadily increasing. It 
is dear enough that any improvement 
in the earnings or working conditions of 
women could add greatly to the quantum 
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It is however in the case of workers in 
the organized sector of industry that the 
most substantia] effort is currently being 
made to raise the economic status of the 
less affluent sections of the community. I 
had referred in an article in this series to 
the considerable stepping up of the mini¬ 
mum wage last year. This increase helped 
workers to share to some extent in the 
national affluence resulting from higher 
petroleum prices while also providing 
them with a cushion against rising do¬ 
mestic prices. What is however more im¬ 
portant is the urgency which is now being 
attached to the implementation of the na¬ 
tional scheme of profit-sharing in industry 
which has always been one of the funda¬ 
mental constituents of "the Revolution of 
the Shah and the people" which is also 
known as "the White Revolution". 

This scheme has been in force for some 
time and has already brought about in 
many cases the owning of shares by work¬ 
ers in the firms or companies of which they 
are employees. While this system enables 
the workers in a firm to become part- 
owners of the equity, it docs not however 
seem to give them any share in manage¬ 
ment. In other words, the management 
remains free to manage, the effect of the 
workers* shareholding being only to give 
the latter a financial interest in the profits 
of the company. 

some reservations 

Iranian industrialists, are not too 
forthcoming when invited to 
discuss the merits of this profit-sharing 
concept. Most of them content them¬ 
selves with saying that they agree with 
the Shah that the fruits of Iran's 
industrialization should be widely 
shared and that workers have special 
claims in this context. Foreign indus¬ 
trialists doing business in Iran, how¬ 
ever, seem to entertain quite a few re¬ 
servations and it is in fact being sugges¬ 
ted that the government’s policy on profit- 
sharing in industry acts as a deterrent to 
foreign investments in industries in Iran. 

Meanwhile the government seems 
determined to give a vigorous push to the* 
concept by introducing what is termed as 
"public ownership" into more and more 
government-owned companies. For 
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hani, announced last month that the Haft 
Tappch sugar complex, with a capital of 
11.4 billion, would start selling its shares 
within five months, initially to its em¬ 
ployees and subsequently to farmers and 
sugarcane-growers, the complex produces 
over 110.000 tonnes of sugar and about 
70,000 tonnes of paper and its gross pro¬ 
duction is valued at over $150 million. 
The minister announced that special 
credit facilities would be extended to 
farmers through the Iranian Agriculture 
Co-operative Bank for buying the shares 
of the sugar complex. It is explained that 
the government's policy is that state- 
owned commercial companies, particu¬ 
larly agro-industrial concerns, would be 
allowed to release their equity shares to 
farmers and workers only if those com¬ 
panies are making profits. The Haft 
Tappeh sugar complex, incidentally, dec¬ 
lared one of the highest dividends an¬ 
nounced in Iran last year. 

profit sharing plan 

The Shah has been taking pride publicly 
in his government's profit-sharing plan 
for farmers and industrial workers. He 
argues that this scheme truly indicutes the 
importance which "the White Revolution" 
attaches to the spread of prosperity among 
the people at large simultaneously 
with gains in the social status of workers 
and peasants as partners in Iran’s in¬ 
dustrialization. It is even claimed that the 
profit-sharing plan entitles Fran to regard 
itself as a genuine practitioner of construc¬ 
tive spcialism in the true interest of the 
masses. This apart, it seems reasonable to 
argue that such measures adopted by the 
Iranian government to advance the mate¬ 
rial conditions of workers or farmers 
have considerable economic relevance to 
Iranian planning in the sense that it helps 
to raise or diversify consumption in the 
community so that domestic demand may- 
keep pace with the growth, volume and 
range of goods and services which are 
being offered by Iran's developing eco¬ 
nomy. That the Shah’s policy of raising 
the economic and social status of the 
people is also calculated to improve their 
tolerance of the conspicuous affluence of 
the elitist elements in the community is 
also a permissible inference. 

(To bo continued) 
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Can India not do as Canada call f 


i 

Canada’s Population Growth 
Rate Slows 

Together with the accumulation of 
capita] and technical innovation, growth 
in population is one of the key variables 
underlying economic expansion and deve¬ 
lopment. 

In attempting to assess long run eco¬ 
nomic growth prospects for any country 
. or region, a consideration of the potential 
changes in population is therefore essen¬ 
tial. A study of population prospects 
is also important to the examination of 
other significant economic issues, such as 
future markets for business, transport 
requirements, urban planning, the future 
demand for social services, and the opti¬ 
mum rate of exploitation of non-renewable 
resources. Thus a variety of questions 
necessitates detailed population projec¬ 
tions which consider not only total expan¬ 
sion. but also changes in the geographical 
distribution of the populace and its age 
structure. 
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Responding to this need, Canadian 
demographic experts within the Census 
Field of Statistics have evolved a broad 
range of comprehensive projections of 
Canadian population changes based upon 
various assumptions of birth and death 
rates, immigration, and inter-provincial 
movements. Chart I. which shows the 
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projected increase in Canada’s popu¬ 
lation-under the “median” assump¬ 
tions of Stat-Can's projection “B"— 
indicates a period of relatively slow ex¬ 
pansion, compared both with rapid rises 
recorded in the two decades following 
World War-II (decades characterised by 
the “baby-boom” and by high rates of 
immigration) and. indeed, with growth 
rates as far back as the middle of the last 
century. In fact, the pace of increase will 
probably be the slowest since the 1871-91, 
a time marked by intervals of economic 
stagnation in Canada and by losses in 
population from an outflow that actually 
exceeded the gain from immigration. 

Chart II shows that the average birth 
rate in Canada, after surging to high 
levels during the fifties, has experienced 
an equally dramatic decline over the past 
10 years or so, falling in 1973 to an esti¬ 
mated all-time low of 15.5 births per 
thousand. One of the reasons sometimes 
advanced to explain this is that in order 
to achieve desired family size fewer births 
arc required. Infant mortality has fallen 
considerably in Canada over the decades. 
As a result, even if no changes had taken 
place in recent times in social attitudes, 
a proportionately lower birth rale would 
still be sufficient to achieve family sizes in 
line with the goals of parents. 

Social Attitudos 

% 

However, within the last decade, social 
attitudes, particularly among women to¬ 
wards family size, have apparently altered. 
The general reorientation of women's 
role in society, a higher level of partici¬ 
pation in the labour force, a greater degree 
of career consciousness and a much greater 
social acceptance of avoiding child-bear¬ 
ing altogether, coupled with improved 
methods of birth control, all act against 
high average birth rates. 

However, it is a moot point whether 
sufficient time has yet passed to conclude 
that the current trend will become perma¬ 
nent. The rate of marriages per thou¬ 
sand has moved up to a level not far below 
that of the late forties, so that current 
lower birthrates may simply be attribut¬ 
able to a postponement of child-bearing 
rather than a firm trend away from it. 

In the light of these trends, one can 
begin to construct a possible range of 
fertile rates for women over the next few 
years. Statistics Canada consider that a 
bracket ranging from 1.80 to 2.60 births 
per woman reasonably covers that range 


of possibilities. The low end of the spec¬ 
trum implies a fairly high proportion of 
childlessness among women (about 25 
per cent), high at least when compared 
with recent historical experience. At the 
high end, in contrast, the growing tendency 
towards childlessness among women would 
have to reverse appreciably from recent 
experience, especially because of a likely 
continuation of the trend away from large 
families. Accordingly, in recognition of 
the trend towards stabilisation of family 
size at two children, the mid-range or 
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“B” projection appears most plausible. 
This entails a gradual increase infertility 
from the present ratio of slightly under 
two births per woman to a figure of 2.20 
by 1986. Chart II shows that this implies 
in turn a small jump in the average birth 
rate, peaking about the turn of the 
decade and trending slightly downwards 
thereafter. 

II 

Mortality Rates Ease 

What about the trends in mortality? 

Chart III shows that the death rate in 
Canada, although constant since 1969, 
has followed a steady down trend over 
the past forty years. Trends in deaths 
attributable to disease suggest that a 
further reduction in the average death 
rate for Canada appears attainable. Chart 
III shows life expectancy projected to 
continue to increase owing to factors such 
as improved access to diagnostic services 
and health care, a result of comprehensive 
government medicare schemes, and lower 
rates of infant mortality contributing. 
Indeed, while reductions over the decades 
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WISH YOU 
WERE HERE 



the A300is in service now with Air France, Air Siam, Trans European Airways, Germanair. Soon with Korean, Lufthansa, Indian Airlines, others. 


We wish everyone could fly on the A300. 

Because once they do, they wont want 
to fly anything else. (Ask the folks who have 
already flown them.) 

You see, the A300is the first jet 
transport that brings wide-body comfort 
to the shorter and medium length trips. 

Comfort?Take seats, for example. 

There are no triple seats on an A300. You'll 
feel like aguest, nota sardine. 

And the wide-body spaces give the 
A300that "1 can breathe” feeling. It's light 
airy civilized. 

Yet with an that space, we still have 
designed spacious overhead storage 
compartments Into the A3Q0. 


So there’s more room for your personal 
belongings, be they business reports, or 
a stuffed panda 

The A300 is also exceptionally quiet 
So atrip is not only easy on your body and 
eyes, it’s also easy on your ears. 

The A300. A lot of airlines will wish to fly 
it because it's the most efficient jet transport 
flying today 

A tot of passengers will wish to fly it 
because it really makes you feel at home. 

^Airbus A300 

The right plane at the rigfrt time, 

FROM AIRBUS INDUSTRIE 
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If 


LIONS DO NOT COMPROMISE! 

SO ARE WE" 


USE 


"THREE LIONS" BRAND 

SODA ASH & 
CAUSTIC SODA 
SODA BICARB 


AMMONIUM BICARBONATE 


SAURASHTRA CHEMICALS 

PORBANDAR 
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in rates of infant mortality have been 
marked in Canada, additional improve¬ 
ment is certainly attainable. For example, 
infant mortality of females of 16.3 per 
thousand live births in 1971 still stood 
substantially above the rate found in 
Sweden of 10.5 per thousand achieved 
as long ago as 1966. 


Excluded in the projections were a 
range of possibilities which involved 
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significant breakthroughs in diagnosis 
and treatment of important diseases. If 
such medical advances occur, the death 
rate could case even more. 


Assessing prospects for immigration in 
Canada is as important for population 
projection as it is difficult. It is important 
because over the period 1951-71 net migra¬ 
tion accounted for nearly 24 per cent of 
the total increase in population despite 
the high rate of natural increase recorded. 
It is difficult because immigration has 
fluctuated from 72,000 persons in 1961 
to nearly 285,000 in 1957. Chart IV 
shows that the inflow of immigration has 
tended to be a lagged response to increases 
in Canadian employment; the sharp gain 
in job creation in 1956, for instance, 
stimulated the large inflow in 1957. As 
for the response of 1973*s record 5.2 
per cent in employment, at the time of 
writing immigration data for 1974 was 
available only for the first half of the 
year, but in that period alone the inflow 
was over 100,000 people. 

Unfortunately, for the purposes of 
longer-term projections, this employment- 
immigration relation does not provide a 
simple mechanical tool for estimating 
future inflows because expectations of job 


opportunities, relative economic perfor¬ 
mance abroad and unpredictable political 
considerations are all important addi¬ 
tional variable factors. Nevertheless, the 
linkage does tend to support the Stat-Can 
assumption of average immigration up 

CHART IV 
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to 1986 of approximately 120,000. A 
target average annual growth of 
employment of three per cent for the 
seventies has been suggested by the 
Economic Council of Canada and 
other authorities, so that balancing out 
periods of slower job creation, immigra¬ 
tion of 120,000 appears reasonble. 
Emigration from Canada has been much 
more stable in recent times—averaging 
about 60,000—so that one can reasonab¬ 
ly expect net additions to Canada's 


population from migration of approxi¬ 
mately 60,000 per annum through 1986, 
implying a share of the total projected 
increase of about 18 per cent. 

Let us consider changes in regional 
distribution. Chart V shows that the 
trend towards the polarisation of the 
population to the relatively faster grow¬ 
ing economic regions of Canada is ex¬ 
pected to continue. The share of popu¬ 
lation of Ontario, for instance, is expected 
to increase significantly, partly because 
Ontario is likely to receive more than half 
of the projected inflow of immigrants 
and partly because of large movements— 
estimated within projection “B” at 25,(XX) 
annually—from other provinces. Indeed, 
this Stat-Can projection foresees that the 
Atlantic provinces and Quebec in parti¬ 
cular, will set net outflows to other pro¬ 
vinces. 

The trend in fertility rates in Quebec 
is also expected to be an important 
factor in the province's declining share 
of total Canadian population. Re¬ 
cent data show that fertility rates in 
Roman Catholic Qucbac have declined 
sharply since the mid-sixties to the lowest 
in Canada. As in the rest of the country, 
however, fertility rates are expected to be 
on the rise in the future even though they 
still lag behind those of the other pro¬ 
vinces. 

Ill 

Towards an Older Population 

Within this framework of births, 
deaths and immigration one can examine 


Tablt; I 

Population by Age Group 


Thousands °i. Distribution 


Age Group 

1941 

1956 

1971 

1986* 

1941 

1956 

1971 

1986 

0-9 

2,097 

3,791 

4,070 

4,637 

18.2 

23.5 

18.8 

17.7 

10-19 

2,210 

2.597 

4,425 

3,668 

19.3 

16.2 

20.5 

14.0 

20-29 

1,994 

2.327 

. 3,473 

4,806 

17.4 

14.5 

16.1 

18.3 

30-39 

1.606 

2.330 

2,569 

4,243 

13.9 

14.5 

12.0 

16.2 

40-49 

1.312 

1.904 

2,502 

2,879 

11.4 

11.9 

11.6 

10.9 

50-64 

1.506 

1.887 

2,785 

3,460 

13.1 

11.7 

12.9 

13.2 

65 and over 

782 

1.245 

1.744 

2,566 

6.7 

7.7 

8.1 

9.7 

Total 

11.507 

16,081 

21,568 

26,259 

100.0 ' 

100.0 

100.0 

100.0 


*Stat-Can Projection *B\ 

Table H 

Dependency Ratios 





1941 

1956 

1971 

1986 

Child Dependency Ratio* 

.67 

.76 

.75 

.54 

Retired Dependency Ratio** 

.12 

.15 

4 A 

. 15 

.17 


•The ratio of population of 0-19 to the population 20-64. 

••The ratio of population 65 and over to the population 20-64. 
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some of the ramifications of changes 
in the age structure of the population. 
Briefly, future population movements 

chart v 


POPULATION DISTRIBUTION 
BY REGION 

(Por e§nt short) 
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Two moves 


Two moves have been made towards es¬ 
tablishing less inequality between wealthy 
states and those either developing in¬ 
dustrially or suffering severe food insuffi¬ 
ciency. The first move was made at the 
recent meeting in Paris by the World 
Bank and International Monetary Fund, 
the second — after slow evolution—by 
the OPEC countries led by Saudi Arabia. 

The World Bank's Paris session agreed 
with the proposal strongly put forward 
by India, Bangladesh and Sri Lanka, 
that a third agency should be established 
to provide funds for industrially develop¬ 
ing states on easier terms than the loans 
provided by the Bank and the IMF at 
the usual going interest rates of about 
81 per cent. The decision, one of the rare 
joint efforts by industrial countries and 
oil-producing states to assist developing 
countries less well off was taken by the 
World Bank’s 20-nation Development 
Committee which was created eight 
months ago for the specific purpose of 
transferring more resources to countries 
still developing their industries and other 
resources. 

The new loan facility, described as a 
‘’third window”, will make Joans at 41 
per cent to countries which find the usual 
terms of 81 per cent for all their borrow¬ 
ings burdensome but which are too far 
developed or not in so desperate a posi¬ 
tion toqualify for the Bank’s “soft loans”, 
which carry no interest rate, available 
only to the very poorest countries through 


are likely to cause a significant upward 
shift in the age structure, with declines 
both in absolute numbers and in share 
of those under twenty, and a substantial 
increase in the number of elderly people. 

The decline in the number of young 
people, demonstrated dramatically in 
the sharp drop in the child-dependence 
ratio, has significant implications; among 
the most important is the relative shift in 
expenditure patterns away from goods 
and services of interest primarily for the 
young, and the continued easing in demand 
for education, particularly at the secon¬ 
dary level. 

Increased number of young adults 
means that this group is likely to domi¬ 
nate spending patterns oyer the near 
future. Born into an age of relative 
affluence, they are certain to sustain high 
rates of demand for cars and other dur¬ 


towards fair 


the Bank’s affiliate, the International 
Development Associat ion (IDA). The cost 
to the better-off countries of subsidising 
the interest-rate difference between 8} 
per cent and per cent will be $225 
million. Of this sum something over $120 
million has been already pledged by 
Canada, Britain, the Netherlands, Nor¬ 
way, Saudi Arabia and Kuwait and by 
another five states whose names have not 
been disclosed because full approval will 
depend on a vote by their parliaments. 
Neither France nor West Germany 
are contributing any money now to this 
new fund. They are waiting until some 
gold stocks of the International Mone¬ 
tary Fund have been sold for develop¬ 
ment aid purposes. The USA supported 
the new loan facility in principle only 
because of the difficulties the US Ad¬ 
ministration has experienced in obtaining 
Congress approval for any “soft” loans. 

The new loan facility will most 
immediately benefit countries with a 
Gross National Product per capita of 
between $200 and $375—suepas Senegal, 
Morocco, Egypt, Paraguay and Bolivia 
— but countries *with per capita gap of 
under $200 annually may receive these 
“third window” loans as well as the 
interest-free “soft” loans. 

The second move forward has been 
about a year in coming. It takes the 
form of a $1.25 billion international fund 
for agricultural development sponsored 
up to half by the OPEC (oil-producing) 
countries, by the USA and others and 
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ables, including many for recreational 
uses. In addition, they are likely to de¬ 
mand a higher standard of housing. 

Perhaps, the most significant question 
concerning the increased number of re¬ 
tired people is : Who is going to support 
them, especially in view of the current 
and expected high rates of inflation which 
have seriously eroded savingsless? The 
active membes of the population will 
have to work harder or to increase their 
productivity in order to support their 
old people. 

Sources and acknowledgements : The 
foregoing summarises a report in the 
latest issue of the Business Review pub¬ 
lished by the Bank of Montreal (PO 
Box 6002, Montreal, P.Q. H3C:3B1, 
Canada) but the Bank is responsible 
neither for the emphasis of my summary 
nor for my interspersed comments based 
on a variety of sources. 


share vi ' ra " 
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directed also to developing countries 
In size it exceeds the World Bank's new 
“third window” but will probably tuke 
longer to get into organisational shap. 
since the funds practical details are onle 
beginning to be discussed at the Worly 
Food Organisation's headquarters id 
Rome. The fund's signilinace appea n 
to be political as well as beneficial sinrs 
it is the first such international effort Ice 
by OPEC, the first international instiued 
tion with major OPEC financing and wtu- 
OPEC having at least a half share in ith 
voting and directing the organisation, the 
such bodies as the IMF the OPEC, d In 
pite large new contributions, has bees- 
ablc to enlarge its voting share only froen 
5 to 10 per cent —voting authority in thm 
IMF stays firmly in the hands of the old ,e 
western rich nations, 

A third initiative of promise is the 
intensive round of consultations between 
world leaders which a high-level group 
of experts is conducting in the coming 
weeks to attempt formulating a workable 
plan to end the stalemate over commodity 
prices and other sensitive economic issues 
disturbing relations between producer 
and industrial states. Fortunately the 
urgency of the work is intensified by the 
fact that the experts are expected to pre¬ 
sent at least an interim report ahead of 
the important conferences of the Inter¬ 
national Monetary Fund, the World 
Bank and the United Nations fixed for 
the late summer. 

Ten Commonwealth experts have been 
iuiy 4, 1975 
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charged with getting the report out on 
time. They were charged at Kingston, 
Jamaica, last month to draw up a pro¬ 
gramme of practical measures to meet 
the hopes of developing countries of a 
new international economic order. They 
have already met in London and meet 
again in mid-July in Ottawa for two 
weeks. Their interim report has been 
requested for an expanded meeting of 
Commonwealth ministers which tradi¬ 
tionally precedes the annual conference 
of the IMF and the World Bank. 

If their interim report succeeds in de¬ 
vising practical measures sufficiently ra¬ 
dical to satisfy developing countries with¬ 
out making conditions unacceptable to 
the already industrialized nations, the 
experts' findings could play*an important 
part in the IMF and World Bank discus¬ 
sions and at the September special session 
of the United Nations on economic de¬ 
velopment. Their tasks also include prob¬ 
lems which the OPEC-inspired H bil¬ 
lion agricultural development fund could 


assist—food production, promotion of 
rural development, greater control over 
spending on their behalf by less wealth 
nations and a stronger voice for them 
over such matters as shipping, banking 
and insurance, the development of 
technologies to assist them and the 
reform of international institutions. 
Not least of the experts' tasks is one in 
which some considerable progress has 
been made this year at Brussels—access 
to the markets of industrialized states 
on specially favourable terms. 

While these improved facilities for de¬ 
veloping states are under way the 126- 
nation International Monetary Fund has 
failed to agree on world monetary reform 
and OPEC, in Gabon, has given notice 
that oil prices are likely to rise again 
from October 1. The Americans wish 
to make monetary reform a much wider 
and comprehensive rearrangement than 
the French are willing to consider. The 
French, expected to rejoin the European 
“snake" of associated currencies in July, 


seek to have the west European curren¬ 
cies set up a “target zone” against the 
US dollar as well as keeping fixed rates 
against one another. The Dutch and 
some others in west Europe, hold that 
maintaining a target zone against the 
dollar would be impossible without the 
active support of the US monetary 
authorities. 

At present, and probably for a long 
time, the Americans are concentrating not 
so much on blocs or target zones as on 
achieving a sound economic home policy 
and sustained economic growth while 
avoiding more inflation. To all experi¬ 
mental and controversial international 
financial measures the USA appears 
reasonably certain to maintain steady 
opposition. The Europeans, apart from 
France, are convinced that the USA is 
their most essential partner in working 
for the economic recovery that is so slow 
in arriving. The US and European 
attitude to the Commonwealth experts’ 
proposals will be an interesting study. 
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to these preference shares therefore feel 
cheated. Should company managements 
be allowed to get away with this kind 
of thing? The problem of non-fulfilment 
by companies of their obligations in this 
way was considered at the level of the 
Capital Issues Committee and the feeling 
is that effective provisions should be in¬ 
corporated in the company law to pro¬ 
tect the interests of preference share¬ 
holders. However, so far no practical 
solution has been found. 

legal protection 


Dr. L. C. Gupta has in his book 
Preference Shares and Company Fin¬ 
ance , made an attempt to evaluate the 
performance of preference shares “as an 
investment security in terms of dividend 
regularity and capital safety and also 
with the related question of the place of 
preference shares in company financing.” 
Since there have been striking changes 
both with regard to the market for pre¬ 
ference shares and with regard to the 
type of preference shares issued by com¬ 
panies in India over the past two de¬ 
cades, this study is both timely and sig¬ 
nificant. If anything, from the point of 
view of the investing public, such a 
study was overdue. 

apparent gap 

The author's investigations have re¬ 
vealed that a wide gap exists between 
the apparent investment features of pre¬ 
ference shares which give an impression 
of security and stability and the actual 
investment experience. The author has 
shown how the preference shares in 
general withstood the impact of adverse 
conditions no better than equity* shares 
during 1967-72. It is seen that defaults 
in the regular payment of preference 
dividends by quoted companies are 
rather common, and arrears of prefe¬ 
rence dividends outstanding currently are 
relatively large. Many companies which 
premised to pay preference dividends 
ane unable to do so and the holders of 
flgse shares have hardly any legal re- 
|hedy available to them against the 
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defaulting managements. It must be re¬ 
alised that non-payment of preference 
dividend on regular dates imposes losses 
on the preference holders, even if the 
dividend arrears arc eventually paid 
off, by way of a reduction in realised 
rate of return, impairment of the 
market value of the investment and 
illiquidity of non-dividend-paying pre¬ 
ference shares. 

discrimination needed 

Quite obviously, preference shares 
of marginal and financially weak 
companies are more liable to these 
kinds of losses and the investors there¬ 
fore have to be more discriminating 
in their selection of preference shares. 
According to the author, the funda¬ 
mental weakness of preference share in¬ 
vestment is that the chance of extraordi¬ 
nary loss is not olf-set by the chance of 
extraordinary gain. Also the protection 
available to preference shareholders under 
the preference share contract is extre¬ 
mely weak and needs to be strengthened 
both by giving them greater legal pro¬ 
tection and by following sound princi¬ 
ples of financing. Presently there is no 
penalty of any kind on managements 
which fail to fulfil the ‘promises’ made 
to preference shareholders at the time of 
issue with regard to dividends as well as 
redemption. According to th» author, 
more redemptions will fall due in the next 
few years posing a problem for many 
companies and investors. Naturally a 
large number of investors who subscribed 


The author is of the opinion that the 
legal protection available to preference 
shareholders ought to be strengthened. 
He has made some very useful sugges¬ 
tions in this regard. 

At present, if preference dividends 
remain in arrears for three years, the 
preference shareholders acquire a right 
to attend and vote at the annual general 
meeting of the company. This voting 
right, according to the author, has proved 
to be totally ineffective in most cases. 
The more effective remedy would be, ac¬ 
cording to the author, “to give prefe¬ 
rence holders not just the voting right, 
but directly the right of representation 
on the Board of Directors.” This will 
automatically make company manage¬ 
ments think twice before issuing prefe¬ 
rence shares. Board representation in 
the case of default on preference divi¬ 
dends is a common practice in the United 
States. The author favours giving the 
preference shareholders some board re¬ 
presentation as soon as even one year’s 
preference dividend is in default. He has 
however suggested that at the most en¬ 
tirely new companies may be exempted 
from this condition for the first three 
years. The best way to implement this 
suggestion would be to amend the com¬ 
pany law. 

The second suggestion made by the 
author pertains to the provision of sink¬ 
ing fund. While debenture issues invari¬ 
ably carry a mandatory provision for the 
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creation of a sinking fund for their re¬ 
demption, even definitely redeemable 
preference shares have no such obligation, 
presumably because a company is given 
the option to redeem them out of a fresh 
issue of shares. According to the author, 
it would be desirable in the case of de¬ 
finitely redeemable preference shares to 
insist on the creation of a sinking fund 
for their redemption, instead of allowing 
managements to go scot free in the 
matter. 

According to the author, “the dis¬ 
satisfaction with the investment perfor¬ 
mance of preference shares is the result 
of a gap between what the investors ex¬ 
pect from their purchase of preference 
shares and what the company manage¬ 
ments intend to do.” The author is of 
the opinion that the suggestions made 
by him for the strengthening the pro¬ 
tection available to preference share¬ 
holders, together with a better under¬ 
standing on the part of the investing 
public of the true nature of preference 
share investment, should help to close 
the gap in question. 

Willi plenty of cash with the public 
which fortunately is taking to more and 
more investment in different types of in¬ 
dustrial scrips available in the market, it 
is essential for the public to know what 
such investments mean. Though prefer¬ 
ence shares have fallen on evil days, the 
general public is hardly aware of the exist¬ 
ing state of affairs, with the consequence 
that both the investors and companies 
arc sufferers, the former on account of the 
loss of gain and the latter because of the 
absence of reputation. Some urgent action 
in regard to preference shares is there¬ 
fore called for. ft is hoped that this 
Jbook will stimulate public thinking on 
the subject and provoke constructive dis¬ 
cussion leading to some concrete action 
to end the present anomalous position. 
Dr L. C. Gupta deserves compliments for 
bringing this matter to the fore, because 
whether the government takes any action 
or not, the investing public will certainly 
be wiser by reading of* this book. 

MALADY OF INFLATION 

The malady of inflation has 
afflicted almost all the countries of the 
world (except possibly the communist 
ones) during the post-war years and 
especially after 1970. The world has 
become as obsessed with inflation after 
1970 as it had been with the great dep¬ 
ression of 1929-33; but white the great 
depression showed signs of lifting itself 
after about four years, no such hopeful 
signs of thehaloon of inflation which 
is going up since 1956 coming down 
have as yet been visible on the horizon. 
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Naturally therefore inflation has be¬ 
come the most common topic of the 
decade to write about. No winder. Dr 
Nabagopal Das known for his crisp and 
penetrating writings on various econo¬ 
mic issues could not resist the temptation 
to write on this much discussed topic. 
And it is good that he has 
written on this subject, for his 
small booklet The Runeway Rupee 
possibly tells in a comprehensive way 
more about the causes and cures of in¬ 
flation than many a book so far written 
or edited on the subject. The present 
book on “A Study of Inflation in India" 
is based on the lectures which the 
author delivered at the Calcutta univer¬ 
sity last year. The facts and figures have 
been brought up-to-date and recent 
measures taken by the government to 
fight inflation have been duly noted and 
analysed. 

main cause 

The author has concentrated his 
attention on inflationary conditions in 
India prevailing especially after 1970. 
With a price rise of about 28 per cent 
during 1973-74, the Indian rupee appears 
to have lost its moorings. With 1939 LOO, 
the cost of living index has shot up to 
750! And the Indian rupee was worth 
only 28 paise in May 1974 in terms of 
its original value in 1949. Inflation re¬ 
sults because of undue increase in the 
quantity of money in circulation (which 
includes credit) in relation to good* and 
services available. The author has 
pointed out that the main cause of the 
present inflation in India is the rapid 
increase in money supply. Thus there 
was deficit financing of the order of 
Rs7l0 crores in 1971-72, Rs 848 crores 
in 1972-73 and Rs 650 crores in 1973-74 
and increased currency with the public 
of the order of Rs 4,822 crores in 1971-72. 
Rs 5,443 crores in 1972-73 and Rs 6,315 
crores in 1973-74. As against so much 
legitimate money circulating in India at 
present, there is unaccounted money of 
the order of anywhere between Rs 7,000 
crores to Rs 12,000 crores! 

Why this tremendous increase in 
money supply? According to the author, 
an important cause of inflation in India 
today is the mounting public expendi¬ 
ture part of which is unproductive. Thus 
die development expenditure of the 
centre and states together has gone up 
from Rs 2,413 crores in 1963-64 to 
Rs 6,248 crores in 1973-74 and non- 
development expenditure from Rs 2,227 
crores'to R$ 6,068 crores during the 
same period. The author has very right¬ 
ly criticised the tremendous waste in¬ 
volved in public expenditure, and has 
rightly maintained that the Reserve 
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Bank cannot be criticised for additional 
money creation because it is in the final 
analysis a political decision. 

The author has shown how inflation¬ 
ary pressures in India are being generated 
both because of the demand-pull and 
cost-push factors. For example, ac¬ 
cording to one estimate, the indirect 
taxes levied by the union government 
alone account for 50 to 75 p?r cent of 
the total cx-fuctorv cost of six major 
commodities: cotton cloth 50 to 75 per 
cent (depending upon the variety); sugar 
75 percent; cement 60 to 70 per cen ; 
steel 50 to 65 per cent; strawboard syid 
paper 50 to 60 per cent; and rayon 50 to 
70 per cent. Also one should not ignore 
the state and local taxes imposed and 
the chain reaction winch takes place in 
• espect of all prices when indirect taxes 
arc levied. 

The author has very succinctly brought 
out the havoc which black money is 
creating in India. According to him, 
‘‘black money is the most important 
single cause of inflationary rise in prices,” 
He maintains that the main causes 
which bring black money into existence in 
India arc extremely high rates of direct 
and indirect taxation, excessive controls 
and corrupt administration practically at 
all levels. 

The author has shown very effective¬ 
ly how inflation, barring profiteers, 
hoarders and speculators, helps no sec¬ 
tion of the community, adversely affect¬ 
ing especially C.oh* 40 per cent or Indian 
population which is below the poverty 
line. Inflation has adverse effects on em¬ 
ployer-employee relations, on public 
finance, on country's international pay¬ 
ments position and on economic growth. 

traditinal methods 

The author has analysed the tradi¬ 
tional method* of controlling inflation, 
namely raising interest rates, qualita¬ 
tive ceiling* on borrowings from the 
central bank and so on. But high interest 
rate policy ha* failed to check inflationary 
price trends in India, because as Sir 
John Hicks has pointed out, “if prices 
are expected to rise at 3 per cent per 
annum, an 8 per cent interest is no more 
burdensome to the borrower than a 5 per 
cent interest would have been in condi¬ 
tions of stable prices.” A recent study 
of 1.501 large public limited companies 
has shown that interest as a percentage 
of the value of production was only 2^6 
per cent in 1970-71, whereas raw materials 
cost accounted for 52 per cent/ 

Coining to the crucial problem of 
remedial measures against inflation* the 
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author has examined measures such as 
demonetisation, semibombla and the 
method of ‘indexation’ tried in 
Brazil. As regards the Brazilian ex¬ 
periment, the author has pointed out 
that “Indexing amounts to living with 
inflation.’' Partial indexing (which alone 
is possible in a country like India) would 
lead to greater distortions and even in 
Brazil, according to Alexandar Kafka, it 
did not stimulate growth. 

That inflation is an international 
phenomenon and therefore we must put 
up With it carries no conviction with the 
author, for the comparison is unjust 
and improper. According to him even 
.the increasing cost of petrol does not 
explain the phenomenon of inflation in 
India, because petrol occupies a secon¬ 
dary place in our economy and the inci¬ 
dence if the increased cost of petrol is 
only of the order of 5 to 10 per cent. 

The author therefore wants that 
remedies must be sought in the proper 
direction. He wants government to 
introduce fiscal discipline, reduce 
taxation rates, take firm action 
against black money, avoid all wastes 
and create proper psychological atmos¬ 
phere. He believes that despite the 
complexity of the problem, “inflation is 
not a mysterious and uncontrollable 
disease." But, as the author has rightly 
pointed out, “the real obstacles to ending 
inflation are political, not economic.” 
Some powerful governing section seems 
to have vested interest in the continuance 
of inflation in the country. 

In this small booklet of 8 > pages, by 
Dr Nabagopal Das, the common man 
gets to know all that he needs to know 
about the causes and curse of inflation 
which has become a sort of nightmare 
to him. 

MANAGEMENT ACCOUNTING 

Problems of Managerial Accounting 
by Dr Nafees Baig introduces a new 
approach to management accounting, “the 
one which directly relates the role of 
the accountant to the managerial 
process of decision making.” The author 
has made an attempt in this book to 
present the combination of sound 
management accounting theories and their 
practical application. 

Accounting is generally divided into 
(a) financial accounting, (b) cost account¬ 
ing, and (c) managerial accounting. 

Financial accounting treats money as 
an economic factor of production. Under 
tfais system of accounting, information 
regarding the financial status of a busi¬ 


ness enterprise is presented at regular 
intervals, usually yearly or half yearly, 
“to show in detail the nature of changes 
that has taken place during the financial 
period.” These transactions are then 
posted to general ledger and to subsidiary 
books like cash books, sales books, pur¬ 
chase books, etc. The profit and loss 
figure is considered to be the most signi¬ 
ficant in financial accounting, the whole 
thing culminating in the balance sheet 
exhibiting assets and liabilities of the 
business concern. 

Cost accounting treats money as “a 
measure of economic performance.” 
Here the values of resources used are 
found and techniques employed are all 
aimed at arranging money information in 
such a manner that management is given 
as clear an indication as possible of their 
performance and the direction in which 
they must move in order to improve their 
economic performance. 

economic environment 

According to the author, in managerial 
accounting economic performance is not 
only measured but “the whole of the 
enterprise is looked at as a single unit of 
business operating within an economic 
environment.” Managerial accounting in 
other terms involves advising manage¬ 
ment on the economic implications and 
consequences of the management deci¬ 
sions. Managerial accounting helps 
management in its task of maximising 
profits and minimising losses. 

It is obvious that for managerial 
accounting, clear understanding of the 
principles and processes of management 
is absolutely essential. 

According to the author, managerial 
accounting can make valuable contribu¬ 
tion to the various processes of manage¬ 
ment, namely planning, organising, direct¬ 
ing, motivating, coordinating and control¬ 
ling. When making decisions, management 
will be guided by managerial accounting. 
Thurf total profit figures should show how 
far the organisation has been effective 
and efficient in carrying out the plans and 
objectives of the organisation. Coordi¬ 
nation can come from budgetary control 
which is an integral part of managerial 
accounting which can also play an impor¬ 
tant part in controlling performance 
and costs. All this shows how manage¬ 
rial accounting and management pro¬ 
cesses and functions are very closely 
related. This means that managerial 
accounting is an integral part of business 
management. The term managerial ac¬ 
counting thus covers eU those services by 
which the accounting department can 
assist top management and other depart¬ 


ments in the formulation of policy, 
control of its execution and appreciation 
of its effectiveness. 

This excellently written book will be 
of great use not only to commerce stu¬ 
dents but also to students of economics 
to whom knowledge of the elements of 
accounts will be a great asset. 

TRIBAL INDIA 

How and why the tribals in India have 
turned into resourceless paupers and 
landless labourers is partly a sad story 
of their innocence and honesty and 
largely the story of their long and ruth¬ 
less exploitation by the so-called more 
advanced sections of the Indian society. 
The subsistence sector of the Indian 
agriculture is to a great extent composed 
of tribal farms. The alienation of tribal 
lands in favour of non-tribal people 
despite all pronouncements by the stale 
governments continues unarrested even 
25 years after independence. Even the 
public sector projects have resulted in 
great deal of dispossession of lands and 
equipment of tribal families in different 
parts of India. 

There was no detailed and systematic 
study of land problems of the Indian 
tribals on all-India basis and M. L. 
Patel in his Changing Land Problems of 
Tribal India . there lore has done well to 
take up the land problems of this unfor¬ 
tunate and neglected section of the 
Indian society, The author's approach 
covers a wide spectrum of subjects such 
as setting and scope of land problems of 
tribal people, agricultural workers among 
tribals, legislative measures to check 
land alienation, economic dimension 
of land distribution among tribals, 
rationale of land distribution program-* 
mes, displacement of tribals due to public- 
sector projects and their rehabilitation, 
the need to protect land ownership rights 
of the tribals and the restlessness among 
the tribals. 

The backwardness of the Indian tribals 
is well-known and it is the remedial 
measures which should receive greater 
attention. The author is of the opinion 
that irrespective of the variations in 
numerical proportions of tribal popu¬ 
lation in different states and union terri¬ 
tories, it is necessary to evolve a uni¬ 
form pattern of allocation of funds for 
tribal development. The stages of back¬ 
wardness in tribal groups should be 
assessed on their merits and special 
steps should be taken to develop most 
backward tribes as classified by the 
Dhebar Commission in 1960-61. The 
additional funds for such special pro¬ 
grammes should come from the central 
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programme may however be left with 
the respective states. The author is of 
the opinion that steps towards attain¬ 
ment of economic and social equalities 
among the scheduled tribals roust be 
taken by respective state governments. 
An important suggestion made by the 
author is that the scheduled tribals who 
have attained average per capita income 
at all-India level must be dc-schedulcd 
so that other leftout tribes may get more 
benefits. 

According to the author, land re¬ 
forms can add to the welfare of tribal 
farmers, if they succeed in granting 
security of land tenure and relieving 
the tribal tenants from rack-renting 
which is in vogue. This is because the 
basic problem in tribal areas is land 
alienation and indebtedness. Many 
states have passed legislation for res¬ 
toring to the tribals the land sold by 
them to non-tribals and for debt re¬ 
demption. But it is a well-known fact 
that the enforcement of these laws has 
been most unsatisfactory. The loopholes 
in these laws must be plugged and steps 
taken for their effective enforcement. 
Unfortunately large parts of tribal areas 
still remain to be cadastrally sur¬ 
veyed. 

special programme 

It will be necessary to have a 
special programme of survey and settle¬ 
ment operations in tribal areas which 
should be taken as a centrally sponso¬ 
red plan scheme. The author has sug¬ 
gested that the tribal agricultural work¬ 
ers should be given first preference in 
allotment of cultivable land of the gov¬ 
ernment on account of the fact that the 
tribals are familiar with the techniques 
of cultivation and also because they have 
the least occupational mobility due to 
cultural compulsions and educational 
backwardness. On the question of allot¬ 
ment of tenancy rights in areas where 
the forest villages are located outside 
the periphery of the ‘Reserves’, it 
is considered necessary to confer 
permanent tenancy rights on the 
occupant. Lands which are made avail¬ 
able to settlers must be made inalienable, 
except with the permission of the district 
collector. 

It must be realised that economic 
backwardness of the Indian tribals is 
not due to their accidental failure in 
the race of economic competition between 
the haves and have-nots; it is due to the 
gradual erosion of the economic resour¬ 
ces of tribal society. Material culture 
of these tribals had the vast inventory 
of land and forest resources in the past. 


and they have been reduced to subsis¬ 
tence level of farming and the lowest 
level of living. And though the problems 
of the tribals were studied by various 
committees and commissions such as 
the Backward Classes Commission (1956), 
Elwin Committee (1960), Debhar Commi¬ 
ssion (1961), Study Team on Tribal Deve¬ 
lopment Programmes (1969) which made 
a number of constructive and useful sug¬ 
gestions, not much has come out of those 
recommendations due to their non¬ 
implementation, both because of the 
opposition of vested interests and ineffi¬ 
ciency of the administration. 

There is no doubt that there is 
awakening among many tribals and 
there is a great amount of restlessness. 
This is due to factors such as settlement 
of non-tribals on tribal lands, land alie¬ 
nation, oppression, enhancement of 
rent, enforcement of forest laws to the 
disadvantage of tribals, compulsory and 
bonded labour and general economic 
and social exploitation. Improvement 
of these unfortunate people can be 
brought about only by a very compre¬ 
hensive scheme of rehabilitation where 
land distribution should play a crucial 
role. What is more urgent, exploita¬ 
tion of the tribals by money lenders, 
traders, contractors and government 
officials must be immediately stopped 
and such exploitation taking advantage 
of the illiteracy, ignorance and weak 
economic position of the tribals must be 
made a cognisable offence. 

The author has done a creditable 
job by compiling information and 
statistics scattered here and there. By 
this work he ha> provided a valuable 
source of information on land problems 
of the Indian tribals. The book will 
serve the needs of all those who desire 
to know the genesis of the tribal prob¬ 
lems in general and their land problems 
in particular. 

INTERSTATE TRADE 

It is admitted that freedom of inter¬ 
state trade is a fundamental necessity 
in any federal system of government in 
order to avoid economic isolation and 
trade barriers within the federation. 
Freedom of Interstate Trade in India 
by Dr Jariwala is based on the author's 
doctoral thesis presented to the uni¬ 
versity of London. According to the 
author, ever since independence though 
the topic of freedom of inter -state trade 
has been gaining importance, no syste¬ 
matic study was undertaken. The author 
has written this book to fill that 
gap. 

The freedom of inter-state trade has 
been a baffling problem to the consti- 


states try to erect trade barriers for 
their narrow selfish purposes and this 
poses problems for the said freedom. 

The author has observed that free 
trade is in almost every country un¬ 
popular and it never existed. These 
observations are correct in the sense that 
today none of the federal constitutions 
provides for ‘absolute freedom'. Though 
the Australian free trade clause used 
the words ‘absolutely free’, the court did 
not interpret them accordingly. With 
the beginning of collectivism and the 
era of the welfare state in the 20ih 
century, the words ‘absolute freedom’ 
have been abandoned and are replaced 
by ‘restrictive freedom*. The Constitu¬ 
tion of India first provides in part XIII 
freedom of inter-state trade and then 
imposes on it certain restrictions. This 
means the freedom contemplated is a 
‘restrictive freedom*. The examination 
of the free trade clauses in different 
constitutions shows that though the 
Indian free trade clause embodies ele¬ 
ments derived from different consti¬ 
tutions, the final result, acording to the 
author, is unique. The provisions of 
part XIII of the Indian Constitution 
appear to be a well balanced scheme 
“which will neither frustrate the genuine 
economic needs of the nation nor un¬ 
necessarily restrict freedom of inter-state 
trade." 

taxation barriers 

As India stands on the threshold of 
economic development, expansion of 
government activities involved makes 
an increase in the revenue needs of the 
state inevitable. On the one hand the 
states need more revenue while on the 
other, development of commerce which 
is so vital for the most efficient allo¬ 
cation of the country’s resources for 
the rapid economic development of the 
country needs freedom of inter-state 
trade. Thus state taxation, according 
to the author, has been creating barri¬ 
ers in India to freedom of inter-state 
trade. 

It is found that up to 1972, of the total 
number of cases concerning the creation 
of barriers hampering the freedom of 
inter-state trade, 55 per cent of cases 
were concerned with taxation and out of 
this 30 per cent of the cases pertained 
to sales tax, 15 per cent to motor and 
vehicles tax and remaining general taxes. 
According to the author, under the 
mounting needs of finance the states 
in India may increase these barriers so 
that inter-state trade is increasingly 
discouraged. 

In such a situation the best way to 
minimise such barriers is by cooperative 
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inter-state trade clause in the constitution 
and the different tax Jaws suggests, 
according to the author, the following 
solutions. In the first place, an excessive 
tax or a discriminatory tax adversely 
affecting inter-state trade should be re¬ 
garded as violative of the free trade 
clause in the constitution. Secondly, if 
a tax assists free flow of trade, it should 
be regarded as permissible under Article 
301. Thirdly, if a tax is not related to 
inter-state trade (as for example, land tax 
and profession tax), it should not be 
required to satisfy any of the conditions 
in part XUI of the Indian Constitution. 

Cases coming to the court show that 
transport regulations, commodity con¬ 
trols and marketing regulations, are felt 
to be unduly restrictive of the freedom 
of inter-state trade. This means that the 
state legislatures should take extra, pre¬ 
cautions in framing these laws so that 
freedom of inter-state trade is not ham¬ 
pered beyond what is absolutely essen¬ 
tial or unavoidable. The author has 
suggested the creation of a special body 
such as fc lntcr-State Trade Commission’ 
to deal with various problems and issues 
related to the freedom of inter-state trade 
in India. According to him, with the 
increasing trend towards political frag¬ 
mentation, establishment of such a special 
institution becomes absolutely essential 
to ensure economic integration of the 
country. 

With a trend towards self-suffi¬ 
ciency in respect of food on the part 
of most states and also due to the cen¬ 
tral government policy in regard to 
food distribution by formation of food 
zones, etc., a number of impediments are 
being put in the way of free inter-state 
trade. There is no doubt that this will ad¬ 
versely affect the efficient allocation of the 
country’s scarce resources and therefore 
economic development of the country. 
This book by C.M. Jariwala insisting on 
maximum freedom for inter-state trade 
in India is therefore welcome. 

FARM STATISTICS 

In a predominantly agricultural coun¬ 
try such as India which has adopted the 
strategy of economic planning for her 
development, agricultural statistics 
assume very great significance. 

The first edition of Agricultural 
Statistics in India was released some five 
years ago and the popularity of the book 
can be gauged from the fact that it was 
soon sold out. Since then many signi¬ 
ficant developments have taken place. 
There has been very sharp increase in 
agricultural universities (18) and colleges 
in the country and the number of agri¬ 
cultural students has gone up many fold 


since lnaeperiderice. The number ’otpoit- 
graduate agricultural colleges has also gone 
upfrom five in 1951 to 42 in 1971. Similar 
increase characterises the veterinary sec¬ 
tion which is closely allied to agricultural 
and animal sciences. It has multi¬ 
plied about 16 times since 1960. Agri¬ 
cultural statistics naturally have been 
assuming greater significance and the 
author has done well to bring out the 
second and enlarged edition of the book. 

The present book has 24 chapters as 
against only 16 in the first edition. New 
chapters are added on topics such as 
population, irrigation, agricultural la¬ 
bour-employment and wages, commodity 
statistics, national sample surveys, con¬ 
sumption and stocks of foodgrains, cost 
of production studies, and world agri¬ 
cultural statistics. 

broad classification 

In order to enable the readers to 
grasp the significance of agricultural 
statistics properly, the author has 
classified the agricultural statistics into 
the following broad groups: (i) Land 
utilisation and irrigation, (ii) Forestry, 

(iii) Agricultural production-arable 
lands, plantations, livestock and fisheries, 

(iv) Agricultural prices and wages, (v) 
Statistics relating to agricultural organi¬ 
sation and farming structure, e.g. persons 


employee in agriculture, their status, 
land held under various tenures, size of 
holding, number of draught cattle, im¬ 
plements, machines, farm buildings, etc., 
(vi) Statistics on economics of farm 
production and marketing, i.e. cost of 
production, inputs, input-output ratios, 
marketing charges, marketing spread 
over, etc., (vii) General statistics, e.g. 
literacy among those employed in agri¬ 
culture, health, sanitation, rainfall and 
its distribution, etc., (viii) Forecasts- 
weather, crops and prices. 

The author has dealt fully with each of 
the above sections in respect of their 
present positions, drawbacks, role and 
improvements needed. 

Reliable agricultural statistics have a 
vital role in agricultural planning. But 
unfortunately those statistics lie scattered 
at a number of places causing inmense 
inconvenience to students of agricultural 
economics and even to policy-framers. 
P.C. Bansil, therefore has rendered very 
useful service by systematically compiling 
and classifying most of the agricultural 
statistics and other relevant and elated 
data. This book should serve as an 
excellent reference book on the subject of 
agricultural statistics and one hopes that 
the author will endeavour in future to 
bring the matters up-to-date by revising 
the book as and when necessary. 
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sons arc under detention now. 
Meanwhile, the Gujarat 
government has issued fresh 
orders of detention against 
two leading smugglers, Dhan- 
sukhlal Atmaram Pawthawala 
and Kanubhai Bhilai Choksi, 
whose detention under the 
COFEPOSA had been quash¬ 
ed by the Gujarat high 
court. 


Emergency Proclaimed 

In exercise of the powers 
conferred by clause (l) of 
article 352 of the Constitu¬ 
tion, Mr Fakhruddin Ali 
Ahmed, the President of 
India, issued a proclama¬ 
tion on June 25 declaring 
that a grave emergency existed 
whereby the security of India, 
was threatened by internal 
disturbance. 

Consortium Aid 

India received pledges of aid 
from the Consortium totalling 
a little more than si050 mil¬ 
lion for the next fiscal year. 
With an estimated .s7Q0 mil¬ 
lion from the World Bank 
group, the total expected com¬ 
mitments for 1975-76 would 
be about #1,750 million. India 
also signed a debt relief agree¬ 
ment with the World Bank. 
The debt relief, which forms 
part of in-project Consortium 
assistance, will come to $170 
million. For the first time u 
debt relief agreement was 
signed at the Consortium 
meeting. Canada and the 
United States are not parti¬ 
cipating in the debt relief 
arrangement. Italy is likely 
to participate later 

The communique issued at 
the end of consortium meet¬ 
ing highly commended the 
government of India for the 
effectiveness with which it 
had handled the difficult eco¬ 
nomic situation last year, 
particularly in bringing in¬ 
flation under control. 

For the first time, in several 
years, the Aid-India Consor¬ 
tium has not indicated any 
target figure of assistance to 
India for 1975-76, though a 
communique issued at the end 
of the Paris meeting said “in¬ 
flows of aid were needed in 


excess of those achieved in 
1974-75.” 

~ fhc Bank has said that al¬ 
though aid utilisation was 
somewhat lower in 1974-75, 
there were better prospect of 
larger utilisation in 1975-76 
with the speeding up of deve¬ 
lopment process and therefore 
fresh aid commitments should 
be more in the current year. 
The communique has endors¬ 
ed this assumption. 

On debt relief, although the 
World Bank in its report had 
suggested a total of $270 mil¬ 
lion for 1975-76. the debt re¬ 
lief agreed to by the Consor¬ 
tium comes to $170 million. 

Against the Consortium’s 
recommendation of $800 mil¬ 
lion of non-project assistance, 
including debt relief and $600 
million of project assistance in 
1974-75 actual commitments 
totalled over $1,038 million 
and $722 million respectively 
at the end of March 1975. 

Absconders to Lose 
Property 

The union government has 
issued orders to declare as, 
absconders, over 50 promi¬ 
nent smugglers who are still 
at large in various parts of 
the country and attach their 
property. This stringent 
measure has been the sequel 
of a series of discussions 
which the Finance minister 
Mr C. Subramaniam had 
with top customs and 
income-tax officials to intensify 
the drive against smuggling 
and black money. The gov¬ 
ernment has also issued ins¬ 
tructions to the various cus¬ 
toms collcctorates to stiictly 
apply the provisions of the 
Conservation of Foreign Ex¬ 
change and Prevention of 
Smuggling Act (COFEPOSA) 
to crush effectively the emer- 


New Deposit Scheme 

The government announced 
on June 30 the introduction of 
a special deposit scheme which 
covers non-government provi¬ 
dent, super annuation and gra¬ 
tuity funds. Deposits under the 
scheme, which came into force 
from July 1, will earn tax free 
interest at ten per cent a year. 
The funds eligible to invest in 
special deposits are (i) Provi¬ 
dent funds established under 
the Employees Provident Fund 
and Family Pension Fund Act 
— both exempted and un¬ 
exempted establishments, (ii) 
Provident, superannuation and 
gratuity funds recognised under 
the Income-Tax Act, (iii) Other 
provident funds to which Pro¬ 
vident Funds Act applies or 
which are established by any 
central act. 

Investment in special 
deposits under the scheme 
will be permitted up to 20 per 
cent of monthly accretions of 
these funds. The scheme is 
expected to benefit about ten 
million industrial and other 
workers who will receive higher 
interests on their provident 
fund accumulations. For the 
facility of funds, administra¬ 
tion of the scheme has been 
decentralised. Offices of the 
Reserve Bank and branches of 
the State Bank of India and its 
subsidiaries aftd of nationalis¬ 
ed banks have been authorised 
to receive deposits. An ac¬ 
count under this scheme can 
be opened at which ever bank 
branch the authorities of a 
fund are having their account. 

The scheme will run for ten 
years but may be extended. 
The central government has 
the option to terminate the 
scheme carl ier after giving three 
months notice. Provision has 
been jnade for premature re¬ 


ax/mty* ur aceoirms. "UTrtCT- 
mination of the scheme the de¬ 
posits will be repaid in fi\c 
annual equal instalments. A 
running account of deposits 
will be maintained by the de¬ 
posit offices who will issue pass 
books to the fund authorities 
opening accounts under the 
scheme. Interest, will be paid 
annually on December 31 each 
year except when a deposit 
is refunded. in the latter event 
interest will be paid along with 
deposit refunded. Each fund 
will receive u certificate of ba¬ 
lances of its credit at the end 
of each financial year from its 
deposit office. 

Units Now a Trustee 
Security 

Units of the Unit Trust of 
India have now been made 
trustee security under Section 
20 of the Indian Trusts Act, 
1882. Unit Trust of India has 
also been permitted to recog¬ 
nise trusts for investment. 
These changes have been made 
under the Trust Laws (Amend¬ 
ment) Act* 1975 which came 
into force on March 29. 1975. 
Trusts — whether private or 
public, religious or charitable 
—can invest in Units. Provi¬ 
dent funds under the Provident 
Funds Act, 1925 can also in¬ 
vest in Units. Trusts can earn 
more from units. They can 
also encash their Units at any 
time. 

Applications from trusts for 
the purchase of units will be 
accepted from July 1, 1975. 

The minimum investment must 
be Rs 10,000. During the 
month of July, units will be 
sold at a special concessional 
price. Application forms arc 
available free of charge from 
all the four offices of the Unit 
Trust of India at Bombay, 
Calcutta, Delhi and Madras 
and from the accredited agents 
brokers, who work on behalf 
of the Trust. 

Relief for Mini~steel 
Units 

The government has ex¬ 
empted from excise dut> 
steel ingots, which have been 
manufactured from duty paid 
steel scrap. This concession 
is expected to give relief to 
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tsnnraw -racnfgr' serroTremum- 
cial difficulties. The main raw 
material used by these plants 
is scarp. According to the 
order, the central govern¬ 
ment exempts steel ingots in 
the manufacture of which: (i) 
duty paid fresh unused steel 
melting scarp is used, 
(ii) duty paid unused steel 
scrap of any type is used, 
and (iii) duty paid fresh unus¬ 
ed steel melting scrap and 
duty paid unused steel scrap 
of any type are used 
alone or in admixture with 
other materials. 

The exemption of the 
excise duty will be the 
equivalent of the duty 
paid for the scrap. This has 
to be proved to the satis¬ 
faction of the authority con¬ 
cerned with the levy of ex¬ 
cise, duty. However, in cases 
where the duty paid on any 
of the above mentioned cate¬ 
gories of scrap used in the 
manufacture of steel ingots 
is in excess of the duty levi¬ 
able on such steel ingots, the 
amount eligible for adjustment 
towards the exemption shall 
be restricted to the amount of 
duty leviable on such quantity 
of steel ingots. 

Central Sales Tax 
Revised 

Amendments to the Cen¬ 
tral Sales Tax Act, 1956, car¬ 
ried out through Section 38 
of the Finance Act, 1975, 
came into effect on July 1, 
1975. From this date, the 
rate of central sales tax on 
inter-state sales to govern¬ 
ment of all goods and to re¬ 
gistered dealers of goods 
mentioned in their registra¬ 
tion certificate will be raised 
to four per cent. The present 
rate is three per cent. The rate 
of tax on inter-state sales to 
unregistered dealers remains 
unchanged. 

The rate of tax on 
inter-state sales of dec¬ 
lared goods not falling within 
the categories of sales to re¬ 
gistered dealers and govern¬ 
ment, has also been raised to 
twice the rate applicable on 
sale or purchase of such goods 
inside the appropriate state. 
The ceiling in respect of local 


Tjpoas-~inciUOT^ 
of the Act will be four per 
cent from July 1, 1975, against 
the present ceiling of three 
per cent. The effective rate on 
these commodities will, how¬ 
ever, be the one fixed by the 
respective state governments 
under their local sales tax 
laws. 

Indian Know-how 
for Tanzania 

A contract was signed bet¬ 
ween India and Tanzania re¬ 
cently for the provision of 
consultancy services by this 
country in the construction 
of the new Tanzanian capital 
city at Dodoma. The agree¬ 
ment is for an initial period 
of three years. The National 
Industrial Development Cor¬ 
poration of India (N1DC) will 
provide technical assistance and 
consultancy services for est¬ 
ablishing a pool of machinery 
and equipment and will also set 
up a maintenance organisa¬ 
tion. 

According to the con¬ 
sultancy plan, the construc¬ 
tion equipment and machi¬ 
nery will be manufactured at 
the capital site with the help 
of plans supplied and set up 
by the NIDC. Only a small 
number of technical personnel 
will be sent from this country 
and they will train Tanzanian 
workers and technicians who 
will provide the main working 
force. To ensure the highest 
quality of work, India will 
also help Tanzania, in setting 
up a research and testing 
laboratory, which will be¬ 
come the nucleus of a big 
research and development 
organisation later on. In 
the consultancy agreement, 
there is provision also for 
the setting up of an indus¬ 
trial estate with Indian 
assistance. The actual design¬ 
ing and construction work 
will be done by Indian per¬ 
sonnel. It will, however, be 
taken up at a later stage. 

Protest against 
Suez Surcharge 

The All-India Shippers 
Council has protested against 
the decision of the United 
States Shipping Conferences 


Cams Ptransfratff^ 
surcharge and to incorporate 
it into the basic freight rates. 
The East Coast of India- 
Bangladesh/Unitcd States Con¬ 
ference and the West Coast of 
India-Pakistan/Ufiited States 
Conference have, intimated 
to the Shippers' Council their 
decision to eliminate the cur¬ 
rent 12.5 per cent deviation 
surcharge but substitute it 
with the Suez Canal transit 
adjustment surcharge. The 
decision was taken by the 
conferences unilaterally with 
effect from June 20 without 
any prior notice or consulta¬ 
tion with the council. 

In a communication sent 
to the ministry of Commerce 
and Shipping, the Council 
urged the government to take 
measures to get the surcharge 
withdrawn. The council also 
urged the convening of a high- 
level meeting of the represen¬ 
tatives of concerned minis¬ 
tries of the government, the 
Indian shipping lines, and 
the Shippers’ Council to 
consider the decision of the 
conferences. 

India in ANUGA 1975 

ANUGA Cologne 1975 to be 
held from Saturday, September 
13 to Thursday, September 18 
is a market event of world-wide 
importance for the food 
branch and food service eq¬ 
uipment. Covering a gross 
floor space of 1,614,000 sq. 
ft., ANUGA shows the pro¬ 
ducts of some 3,000 firms 
from 70 nations, more than 
half of them from countries 
other than West Germany. 
According to the latest reports 
55 countries have indicated the 
possibility of participation 
with official national exhibits 
or pavilions, 23 from Europe 
and 32 from overseas. 

India will take part in this 
important event for the food 
branch. India’s participation 
in 1973, has proved very suc¬ 
cessful, at that time 35 Indian 
firms showed their goods in 
Cologne. Main items of ex¬ 
hibit from the Indian side 
were tea, canned and preserv¬ 
ed fruit and vegetable, can¬ 
ned mango products, snacks 
and ready meals, sweets, nuts 


tariff concession regarding 
imports from India. 

Check on Growth of 
Multinationals 

Developing countries Will 
have to take effective steps to 
control and discipline the be¬ 
haviour of multinational firms 
holding dominant market 
power Examples of abuses 
of their market power with 
regard to the supply and dis¬ 
tribution of products—books, 
pharmaceuticals and petro¬ 
leum products—are cited in a 
report by the secretariat of 
the United Nations Confe¬ 
rence on Trade and Deve¬ 
lopment (UNCTAD) review¬ 
ing major developments in the 
area of restrictive business 
practices. The report 
was considered by the 
seventh session of UNCTAD 
committee on manufactures in 
Geneva on June 23. 

UK Grants for India 

India will receive Rs 67.23 
crores (£35.6m) as grants from 
the United Kingdom under 
three agreements signed bet¬ 
ween the two countries. One 
of the agreements is the Indo- 
UK Mixed. Projects Grants for 
Rs 20.01 crores (£l().6m), 
which will finance projects 
currently under construction 
and new ones yet to be mutu¬ 
ally selected. Among these 
projects are the fertilizer plants 
of the Indian Farmers & Fer¬ 
tilizers Corporation and the 
Southern Petro-Chemicals In¬ 
dustrial Corporation, which 
have recently gone on stream 
and the Mangalore fertilizer 
plant which is expected to go 
on stream within the next few 
months. Other projects in¬ 
clude the Indian Petro-Chemi- 
cals Corporation Ltd, naptha 
cracker at Baroda and ships 
under construction in the 
UK. 

The second agreement relat¬ 
ing to the UK-India Capital 
Investment Grant, is for Rs 
28.33 crores (£15m), which 
will finance the import of capi¬ 
tal goods for a variety of Indian 
industries in both the public 
and private sectors. Part of 
this grant will also be ear¬ 
marked for sub-allocations by 
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institutions. 

The third agreement repre¬ 
sents a departure in British 
aid policy towards India, It 
is the Indo-UK Power Sector 
Grant for Rs IB.89 crores 
(£IGm), and funds from it will 
be available to finance a wide 
variety of projects and activi¬ 
ties within the electric power 
field. Among projects which 
will benefit from the grant are 
the Bandel Power Station ex¬ 
pansion and the new power 
station at Koiaghat, both in 
West Bengal. A wide variety of 
equipment reqiuTing imported 
components, including tur¬ 
bines, switch-gear and boilers, 
will benefit from this grant. 
The grant will also be avail¬ 
able to finance the cost of 
increasing the manufacturing 
capacity of firms in the ele¬ 
ctric power industry, both 
in the public and the private 
sectors. 

Softening Terms 

Britain recently announced 
a considerable softening in 
its terms of aid, which were 
already among the world’s 
softest. British aid to count¬ 
ries with a per capita income 
of under $200 per head will 
from now on. be on grant 
terms. All the agreements 
which were signed recently had 
originally been intented as 
loans to honour pan of Bri¬ 
tain’s Rs 179.42 crores (£ 
95m) pledge of fresh aid to 
India in financial year 1974-75. 

Britain's switch to grant 
terms for its aid to the coun¬ 
tries with very low per capita 
incomes is a part of the British 
government's policy to con¬ 
cent] ate as much aid as possi¬ 
ble where it is most needed. 
The effect of the new policy 
will be to ensure that our 
country's indebtedness to the 
UK will not increase as a re¬ 
sult of further British aid 
agreements with India. 

Essential Commodities 
at Reasonable Prices 

The government of India 
has streamlined its machinery 
in the Department of Civil 
Supplies to monitor the avail¬ 
ability and prices of essential 
commodities all over the coun¬ 
try. The state governments 


g:ar up their own machinery 
to ensure that shortages of 
any kind do not appear 
anywhere and that prices are 
not raised artificially. They 
have been asked to take 
sternest action possible under 
the Essential Commodities 
Act, the Defence of India 
Rules or the Maintenance of 
Internal Security Act against 
hoarders and blackmarkctccrs. 

The government has 
also issued an order mak¬ 
ing it obligatory for 
traders to display the prices 
and stocks of essential commo¬ 
dities at all shops selling these 
articles. The trade has been 
given three days to comply 
with these orders. Failure to 
comply with the order will 
attract legal action. The state 
governments have been inst¬ 
ructed to enforce the orders 
strictly. Since the proclama¬ 
tion of the emergency, prices 
of several commodities such 
as sugar, wheat, vanaspati, 
etc. have shown a healthy 
downward trend. 

Minikit Rice Project 

The Agriculture ministry 
has worked out, in consulta¬ 
tion with states, a plan to step 
up the minikit programme of 
rice for the propagation of 
seeds of high-yielding varie¬ 
ties, under the programme, 
small quantities of seeds of 
newly-identified varieties are 
made available to farmers, 
along with required fertilisers 
and full information on the 
package of practices. This en¬ 
ables the farmers to decide for 
themselves the suitability and 
profitability or otherwise of 
growing new varieties viK-a-vis 
currently-grown varieties in 
particular areas, ft acts 
both as a demonstration and 
an information transfer sys¬ 
tem with the active participa¬ 
tion of local extension wor¬ 
kers. The minikits of seeds 
along with plant protection 
chemicals for seed treatment 
and nursery spraying is sup¬ 
plied to the farmers through 
the agricultural extension 
officers of selected districts. 

To help the ministry eva¬ 
luate the programme, the state 
representatives have been ask¬ 
ed to get the reaction cards 


"possible, tlie cards fiave been 
prepared in such a way that 
they will render themselves 
to be analysed by computers 
through the Institute of Agri¬ 
culture Statistics. 

STC Cute Chemicals 
Prices 

The State Trading Corpo¬ 
ration has further reduced 
the prices of certain imported 
chemicals with immediate 
effect. It has also decided to 
give discount for quick lifting. 
These steps have been taken 
to liquidate the accumulated 
stocks. 

The ex-godowm sale price 
of pthalic anhydride has been 
reduced from Rs 9,500 to Rs 
7.500 per tonne, polypropy¬ 
lene from Rs 26,470 to Rs 
16.500, va monomer from Rs 
17,370 to Rs 12.000, titanium 
dioxide (rutile grade) from 
Rs 19,000 to Rs 17.000, PVC 
from Rs 18,644 to Rs 7,700 
and dimethylamine from Rs 
10.523 to Rs 6,500. 

The rale of discount for 
quick lifting will be: 8.75 per 
cent in July, seven per cent, in 
August and 5.25 per cent in 
September. The reduced prices 
and discount would be avail¬ 
able to all RO holders having 
unutilised allocation orders 
irrespective of the date of 
their issue against full pay¬ 
ment only as long as present 
stocks last. 

Policy Amendment 

Meanwhile, the government 
has also amended the import 
policy for registered exporters 
under which the Stale Trad¬ 
ing Corporation will make 
available 12 imported chemi¬ 
cal items at international 
prices aga'inst REP entitle¬ 
ments. The prices will be noti¬ 
fied by the chief controller of 
imports and exports shortly. 

The chemicals are: low den¬ 
sity polyethelene, high density 
polyethelene, va monomer, beta 
naphthol, titanium dioxide. 
N.C. cotton, calcium carbide, 
aniline oil, soda ash, caustic 
soda, phthalic anhydride and 
polypropylene. 

This step has been taken to 
assist export production and 
liquidate accumulated stocks of 


in Brief 

The World Bank has ap¬ 
proved a loan of $25 million 
to Singapore to help finance 
an environmental control pro¬ 
ject. The total project cost 
will be about $55 million. 

An additional 3,36,000 
Kilowatt of electric power 
would be generated in 
Bhutan from the hydro¬ 
generating sets to * be 
manufactured and supplied 
by Bhopal unit of Bharat 
Heavy Electricals Limited. 
Valued at approximately Rs 20 
crores, these sets, each of 
84,000 Kilowatt capacity, 
would be installed at Chukha 
hydro-electric power station 
in Bhutan. The Chukha 
power station is an under¬ 
ground power house situated 
in Thimpu region of Bhutan. 
The pow'er station would 
harness the waters of Wongchu 
river, a tributary of Brahma¬ 
putra. The power generated 
at Chukha project would not 
only help meet the require¬ 
ments of Bhutan but also, to 
some extent, power require¬ 
ments in West Bengal. 

There was one more addition 
to the Scindia fleet when the 
Scindia Steam Navigation 
Company Ltd, acquired newly 
built 53,030 tonner bulk car¬ 
rier which was deliver¬ 
ed to the company at Cadiz 
(Spain) on the June, 23 1975. 
The vessel has been built by 
Messrs. A^tilleros Espanoles 
S. A. .Spain. The vessel has 
been named “JALAVlJAYA* 

The National Safety Coun¬ 
cil of the United States of 
America has declared FCT s 
Nangal fertilize: factory as 
the winner of its ‘Award of 
Honour’ for the year 1974. 
The Nangal Factory’s safety 
performance was 85 per cent 
better than par value, with 
the achievement of loweq 
ever frequency rate of (tJb 
and seventy rate of 14 an 
compared to 7.77 and 15U> 
of USA fertilizer industry res¬ 
pectively. This is the fourth 
time that the Nangal factory 
of the Fertilizer Corporation 
of India has won this Award, 
the highest of the NSC, I SA 
given to industrial units fn 
safety performance. 
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crorcs. The bank expanded 
and diversified its credit port¬ 
folio progressively. The bank’s 
advances, including bills pur¬ 
chased and discounted, at the 
end of 1974 touched the hand¬ 
some figure of Rs 25.38 
crorcs, recording an impres¬ 
sive rise of about a crore of 
rupees over J973. 


Hindustan Lever 

In an economy Jike ours, 
where marginal shortages can 
lead to disproportionate dis¬ 
tortions in prices, a depend¬ 
able and efficient distribution 
system is indeed very essen¬ 
tial. The need for equitable 
distribution of essential com¬ 
modities has acquired a new 
dimension and this has now 
been aptly adopted as a 
national objective. Hindustan 
Lever has built up one of the 
largest and the most efficient 
national distribution systems. 
In his annual address to the 
shareholders of the company, 
MrT. Thomas, the chairman, 
has given a broad outline of 
the several steps which the 
manufacturers and the govern¬ 
ment could take, to make the 
existing distribution even 
more efficient and to improve 
its reliability and honesty in 
times of shortage. 

According to the chairman 
it is the responsibilty of the 
manufacturers to ensure equit¬ 
able distribution of commodi¬ 
ties especially in times of 
shortage. Further, the manu¬ 
facturers, instead of continu¬ 
ing only in fixed circuit of 
markets, should spread the 
distribution network further 
for essential articles as the 
years go by. The chairman 
also pleaded for vigilance on 
the price front through retailer 
stock cards and auditing of 
retail prices. As delivery of 
• An assured quality is the most 
viiq| responsibility, the chair- 
felt marketing of bran¬ 
ded- products is the most 
suitable support to the dis¬ 
tribution system in this re¬ 
gard. The chairman is also 
of the opinion that training 
could contribute to a more 
- efficient distribution system. 

is the manufacturer’s rer»- 
potisibility again to ensure 
that the wholesale and retail 


trade are not denied an ad¬ 
equate return for their efforts, 
if not, they will either give up 
trading in the products or 
indulge in malpractices. In¬ 
novations in distribution are 
also a responsibility of the 
manufacturer. 

Another innovation that 
could improve the ethics of 
the trade, according to chair¬ 
man, would be to evolve a 
simpler system of taxation 
arising from distribution. At 
present in addition to excise 
duty collected at the manu¬ 
facturers’ end, there is octroi, 
central sales tax, state sales tax, 
multi-point sales tax etc. whieh 
are all separately to be col¬ 
lected. All these lead to not 
only unnecessary expense on 
bureaucracy but also open 
out vistas for corruption and 
malpractices. The chairman 
has therefore made a strong 
plea to the government to 
appoint a national commission 
on distribution taxes and in¬ 
stitute a simpler and stand¬ 
ardised system for levying and 
sharing of such taxes among 
the states. 

Mahindra Ugine 

The sales of Mahindra 
Ugine Steel Co. Ltd during 
the year ended December 31, 
1974 amounted to Rs 14.78 
crores as compared with the 
previous year’s figure of 
Rs 10.09 crorcs. llie increase 
of about 50 per cent in the 
turnover reflected a change 
in the product mix of the 
company as well as the im- 
pict of inflation. The rate 
of inflow of orders for the 
products of the company 
continued at satisfactory level 
throughout the year. Produc¬ 
tion of alloy and special 
steel ingot from the melting 
shop totalled 37,930 tonnes as 
compared to 39,182 tonnes 
in the earlier year. The out¬ 
put of finished alloy and 


special steel increased to 
28,659 tonnes during 1974, 
about six per cent more than 
the preceding year. A higher 
level of output could have 
been obtained in the melting 
shops but for intermittent 
power cuts imposed by the 
government of Maharashtra. 
The operations of the melt¬ 
ing shop were also inhibited 
by shortage of pedigree quali¬ 
ty of scrap as well as delays 
in obtaining supplies of impor¬ 
ted ferro-alloys such as ferro- 
nickcl, ferro-molybdemum, 
ferro-vanadium which are all 
canalised items. 

Expansion Plan 

The company was not able 
to utilise the surplus capacity 
in the rolling mill on account 
of non-availability of blooms 
and billets from external 
sources. The company has 
finalised a scheme for expan¬ 
sion of the capacity of its 
plant from 24,000 tonnes to 
60,000 tonnes per annum. 
Barring unforseen delays and 
circumstances, it is expected 
that the substantial expansion 
scheme will be implemented 
by 1977. The funds accruing 
to the company consequent 
on the scheme of amalgama¬ 
tion with the Bank of Baroda 
Ltd will be utilised for the 
purpose of implementation of 
the expansion scheme. 

Bank of Rajasthan 

The Bank of Rajasthan 
Ltd, has maintained its proud 
record of rapid progress, ex¬ 
pansion and development in 
all spheres of iis operations. 
It is gratifying to note that 
despite severe stresses and 
strains in the economy 
throughout 1974, the bank’s 
gallant efforts to mobilize 
deposits have been richly re¬ 
warded, Its deposits at the 
end of 1974 stood at Rs 38.21 
crores and it exceeded its pre¬ 
vious year’s performance by a 


More Credit 

The credit-deposit ratio, 
at the end of last year, 
was around 66.43 per cent. 
In keeping with its tradition 
of making available more 
and more credit to prio¬ 
rity and other neglected sec¬ 
tors, the bank advanced as 
much as Rs 4.11 crores as 
compared to Rs 2.80 crores in. 
1973. During the current 
year the bank has undertaken 
to provide financial assistance 
to the farmers for digging a 
large number of new-vvelis 
and deepening of old well in 
Udaipur district where the 
bank is playing a crucial role 
as lead bank joining with the 
State Bank of Bikaner and 
Jaipur. The bank has also 
agreed to grant advances to 
agriculturists for development 
of land in the Rajasthan canal 
and Chainbal command areas, 
under the scheme approved 
by the Agricultural Refinance 
Corporation of India. The 
bank has commenced handling 
of foreign exchange business 
at Johri Bazar, Jaipur branch 
with effect from April 29, 
1975 and it has added a 
new dimension to the bank’s 
operations. 

During the year under re¬ 
view, the bank could open 
only two branches, one in the 
campus of the Board of Sec¬ 
ondary Education, Ajmer and 
another at Padampur in 
Ganganagar district both in 
Rajasthan state. The bank 
has now a network of 104 
branches. The performances 
with regard to the opening of 
branches has not been satis¬ 
factory mainly due to short¬ 
age of skilled managerial per¬ 
sonnel. With the settlement 
of the promotion policy with 
the staff union it will be now 
possible to promote staff to 
the officers cadre from am¬ 
ongst the ranks as well as 
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availability of managerial 
staff the bank will be able 
to open new branches in the 
current year as well as in 
the years to come. It is en¬ 
couraging to note that the 
bank has already opened one 
branch each at Morak and 
Suratgarh during the current 
year and have also established 
an extension counter of Nim- 
bahera branch in the premises 
ofM/sJ.K. Cement Works, 
Nimbahcra. 

A Smart Rise 

The bank’s income recor¬ 
ded a smart rise to Rs 4.21 
crores from Rs 3.18 crones in 
1973. The revenue earned 
from interest and discount 
went up from Rs 2.67 crores 
to Rs 3.49 crores while the 
receipts from commission ex¬ 
change and brokerage too was 
appreciably higher at Rs 63,04- 
lakhs as against Rs 41.64 
lakhs in 1973. On the expendi¬ 
ture side, the interest paid on 
deposits, borrowings etc., 
claimed Rs 2.13 crores - 
Rs'0.55 crore more than in 
the preceding year, while sala¬ 
ries, allowances and provi¬ 
dent fund absorbed Rs 1.51 
crores as compared to Rs 1.13 
crores in the previous year. 

The working of the bank 
during 1974 has resulted in a 
net profit of Rs 1.9.98 lakhs, 
registering a considerable im¬ 
provement of about Rs 4 
lakhs over 1973. After ad¬ 
ding the brought, forward 
amount of Rs 1490.31 from 
the earlier year, a sum of 
Rs 20.00 lakhs is available 
for appropriations. After 
transferring Rs 6.25 lakhs to 
reserve fund, t here remains a 
balance of Rs 13.75 lakhs, 
subject to payment of bonus 
to staif and dividend to share¬ 
holders. The directors have 
declared a dividend of 12 per 
cent per annum, subject to 
tax. This will absorb Rs 3.60 
lakhs, leaving a surplus am¬ 
ount of Rs 10.15 lakhs to be 
carried forward, subject to 
payment of bonus to staff. Such 
is the magnificent progress 
the bank has made under the 
able and dynamic steward¬ 
ship of Mr S. D. Mehra. It is 
worth noting here that Mr 
S.D. Mehra has resigned with 


taken over the charge as whole 
time chairman and chief execu¬ 
tive officer. It is hoped that 
the bank’s progress will gather 
further momentum under the 
present chairman. 

Indian Bank 

The Indian Bank had a re¬ 
cord rate of deposit mobilisa¬ 
tion. The bank which made the 
the highest growth rate amongst 
nationalised banks in 1972 and 

1973 was among the highest in 

1974 also. Indian Bank's de¬ 
posits in the country (exclud¬ 
ing deposits from other banks) 
rose to Rs 267 crores at end of 
1974, 28.98 per cent (Rs 207 
crores at end 1973) as against 
13.41 per cent rise for the 
banking system as a whole 
between end of December 1973 
and 1974. Between July 18 
1969, the day prior to nationa¬ 
lisation, and end December 
1.974, Indian Bank's deposits 
in the country have risen from 
Rs 79 crores to Rs 267 crores. 
The deposits of the bank at 
end 1974 including deposits of 
its branches in Colombo and 
Singapore, and including de¬ 
posits from banks in India 
stood at Rs 279 crores, against 
Rs 217 crores at end 1973. 

Expansion in Advances 

The bank's advances at 
Indian branches likewise regis¬ 
tered a smart rise, from Rs J4(> 
irores at end 1973 to Rs 185 
crores at end 1974, by 26 71 
per cent as against 12.1 per 
cent growth rale for the bank¬ 
ing system between the end 
of December 1973-1974. In 
line with credit policy, Indian 
Bank's credit-deposit ratio 
stood lower at 69.28 per cent 
at end 1974, against 70.29 per 
cent at end 1973. The credit- 
deposit ratio for the banking 
system stood at 69. IS per 
cent. The bank's total advances 
including branches in Colombo 
and Singapore stood at Rs 191 
crores at end 1974, against 
Rs 152 crores at end 1973. 
The bank's advances in the 
country have expanded from 
Rs 60 crores on the day prior 
to nationalisation lo Rs 185 
crores at the end'of 1974. 

The bank continued to 
maintain its thrust at branch 


against 67 branches in 1973 
and 43 in 1972. At year end 
the bank had 494 branches in 
India as against 219 branches 
at the time of nationalisation. 
Out of the 279 branches 
opened, 125 offices were opened 
in rural centres. The bank 
opened branches for the first 
time in Assam, Goa, Punjab 
and Rajasthan in 1974, and is 
launching a programme of 
opening in Himachl Pradesh, 
Madhya Pradesh, Meghalaya 
and Tripura in 1975, apart 
from extending its branch 
network in Bihar, Gujarat, 
Haryana. Karnataka, Madhya 
Pradesh, Maharashtra, Orissa. 
Punjab. Uttar Pradesh and 
West Bengal. 

Despite the welcome rise in 
intescst rates on deposits, the 
bank's income continued to 
swell. Total income rose from 
Rs 17.62 crores in 1973 to 
Rs 25.12 crores in 1974. 
Interest earned increased from 
Rs 15.41 crores to Rs 21.79 
crores. Interest paid on depo¬ 
sits, borrowings, etc., increased 
from Rs 9.18 crores to Rs 13.85 
crores, while salaries and 
allowances, etc. rose from Rs 
:».66 crores to Rs 7.48 crores. 
After making various provi¬ 
sions, the net profit for 1974 
amounted to Rs 93.10 lakhs 
against Rs 68.97 lakhs in 1973. 
With the proposed transfer of 
Rs 25.50 lakhs the reserve fund 
moved up from Rs 34.50 lakhs 
at 1973 to Rs 60.00 lakhs at 
end 1974. Amount transfer¬ 
able to the central government 
would be Rs 19.36 lakhs as 
against Rs 13.93 lakhs in 1973. 

Corporation Bank 

The year 1974 was yet 
another year qf achievement 
for Corporation Bank Limi¬ 
ted. The momentum gained 
during the previous year 
in deposit mobilisation, cre¬ 
dit disbursement and branch 
expansion was further step¬ 
ped up in 1974. The result 
was a spectacular rise of 

30.9 per cent in deposits, 

12.9 per cent in advances and 
an addition of 16 new bran¬ 
ches to the net work of 144 
branches existing at the end 
of 1973. The net profit of the 
bank after making usual 
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staff amounted to Rs 10.98 
lakhs, i.e., an increase of 
more than 100 per cent over 
the earlier year’s net profit 
figure ofRs 5.10 lakhs. Out 
of the net profit, a sum 
of Rs 6.70 lakhs has been 
transferred to the Statutory 
Reserve f und. 

The equity dividend 
has been maintained at 
12 per cent. To strengthen 
the capital base of the bank 
in the context of the rapid 
expansion of scale of opera¬ 
tions and increase in deposit 
liabilities, the paid-up capi¬ 
tal of the bank was raised 
from Rs 37.50 lakhs to Rs 
50 lakhs by issuing 25,000 
ordinary shares of Rs 50 
each at par. With the transfer 
of Rs 6.70 lakhs to the re¬ 
serve fund, the total reserves 
of the bank stood at Rs 
50.20 lakhs. Thus the total 
reserves exceed the total paid- 
up capital. 

Branch Expansion 

The progress made by the 
bank in branch expansion 
during the last four years 
has been noteworthy. The 
total number of branches 
has doubled from barely 80 at 
the end of 1970 lo 160 at the 
close of 1974. During the year, 
16 new branches were open¬ 
ed. Important commercial 
centres such Baroda, Raipur. 
Visakhapatnam, Rajahmun- 
dry, Guntur, etc. were covered 
in the branch expansion pro¬ 
gramme in 1974, besides 
opening additional branches 
in Bombay and Calcutta. 
Out of 160 braches as at 
the end of 1974, as many 
as 40 branches were in rural 
centres 49 in semi-urban, 30in 
uruan and 4L in metropolitan 
centres or port towns. 

News and Notes 

The Goodyear Fire & 
Rubber Company has been 
awarded the largest single 
service contract in the history 
of the rubber industry for all 
tyre service on the equipment 
used in the trans-Alaskan pipe¬ 
line construction project. The 
company will service about 
2,000 vehicles that eventually 
will be involved in the $6-bii- 
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was awarded to Goodyear by 
the Alyeska Pipeline Service 
Company, a consortium of eight 
major oil companies, responsi¬ 
ble for the design, construc¬ 
tion and operation of the 
pipeline, hi addition to hand¬ 
ling all tyre service work, 
Goodyear will supply the 
largest single share of the 
tyres used in the massive 
project. 

After a lapse of two-and- 
a-half years, the government 
has cleared India Pistons' ex¬ 
pansion proposal; subject to 
certain conditions. The pro¬ 
posal envisages raising the 
capacity of pistons by nine 
lakhs from 15 to 24 lakhs 
numbers a year, piston rings 
from 90,000 to 1.80 lakhs 
numbers; cylinder liners by 
2.40 lakhs from 3.60 to six 
lakh numbers and gudgeon 
pins by 13.50 lakh from 16.50 
to 30 lakh numbers a year. 

The cabinet committee has 
cleared Philips India's 100 
per cent export-oriented multi- 
metres unit at its existing 
Pimpri factory in Poona. The 
company’s proposal envisages 
raising the capacity by 10,000 
numbers, from 1,000 to 11,000 
numbers a year. The Depart¬ 
ment of Company Affairs 
will soon issue a formal order. 
It is understood that Philips 
will have to conform to the 
conditions laid down by 
government regarding the 
import of equipment, raw 
materials etc. 

New Issues 

Kumar Bronze Powder Ltd 

will be entering the capital 
market in the third week of 
July with a public issue of 
2,50,000 equity shares of Rs JO 
each at par. The issue is fully 
underwritten. The company 
is settingup a project lor the 
manufacture of bronze powders 
and other metallic powders. It 
will be the first unit in the 
country to undertake manufac¬ 
ture of bronze powders on a 
large scale, demand for which 
has been hitherto met substan¬ 
tially by imports. The plant 
will have an installed capacity 
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The manufacture of bronze 
powders has been a closely 
guarded secret. The company 
has secured the technical col¬ 
laboration of M/s J.L. & P. 
Weidner KG, West Germany. 
The plant is being set up at 
Ranikhet in the district of 
Almora, a declared backward 
area in UP. The civil cons¬ 
truction has already com¬ 
menced and barring unforeseen 
circumstances, the plant will 
be on commercial production 
by June 1976. The total cost 
of the project is estimated at 
Rs 130.60 lakhs, and it will be 
met by the equity capital of 
Rs 50 lakhs, term loans, of Rs 
65.60 lakhs including foreign 
exchange requirements of 
about Rs 21.60 lakhs, and the 
balance by capital subsidy. It 
is estimated that the country's 
current annual requirement 
for bronze powder is of the 
order of approximately 300 
tonnes and the company there¬ 
fore. does not anticipate any 
problem in marketing its 
product. 

Paushak Ltd a fully owned 
subsidiary of Alembic Chemi¬ 
cal works which is manufac¬ 
turing at present sulphuric 
acid, solvent extraction etc. is 
also planning to enter the capi¬ 
tal market to finance its 
expansion programme. The 
company has plans for basic 
manufacture of carbonyl which 
is intensively used on pests on 
cotton. It will also undertake 
the manufacture of phosgene 
and alpha naphthol. Letters 
of intent have been issued by 
the government for both. 
The company will offer equity 
shares worth Rs 50 lakhs to 
the public at a modest pre¬ 
mium. 

Capital and Bonus 
Issues 

Consent has been granted 
to eight companies to raise 
capital of over Rs 3.64 crores. 
The details arc as follows: 

The Puralia Steels Ltd, 
Calcutta, have been granted 
an acknowledgement, valid for 
12 months, for issue of Rs 44 
lakhs. 

The Star Traditg Co. Ltd, 


ths, to capitalise Rs 5,00,000 

out of its general reserve The Rishab Ispat Ltd, 
and issue fully paid equity New Delhi, has comtnuni- 
shares of Rs 100 each as bonus cated to government of its 
shares in the ratio of one proposal to issue capital under 
bonus share for every one clause 5 of the Capital Issues 
equity share held. (Exemption) order, 1969, to 

the value of Rs 45 lakhs, in- 


The Sree Gajanana Motor 
Transport Co. Ltd have been 
granted consent, valid for 
three months, to capitalise 
Rs 1,80,000 out of its general 
reserve and issue fully paid 
equity shares of Rs 100 each 
as bonus shares in the ratio of 
three bonus shares for every 
11 equity shares held. 

The Associated Bearing 
Co. Ltd, Bombay, have been 
granted consent, valid for a 
period of three months, for 
issue of 88,236 equity shares 
of Rs 100 each as rights shares 
to be issued to the resident 
Indian shareholders only at a 
premium of Rs 75 on an equity 
share of Rs 100 each. 

The Mahindra Owen Ltd, 

Bombay, have been accorded 
consent, valid for 12 months. 


eluding the capital already 
raised, in the form of 4,50,000 
equity shares of Rs 10 each. 

The Maruti Ltd, Gurgaon 
has communicated to govern¬ 
ment its proposal to issue 
capital under clause 5 of the 
Capital Issues (Exemctiou) 
Order, 1969, equity shares of 
Rs 10 each of the total value 
of Rs 1,15,39,300 to be 
issued to promoters including 
directors and their friends. 

The A.E.W. Janson Ltd, 
New Delhi, has communicated 
to government its proposal 
to issue capital under clause 
5 of the Capital Issue* (Exem¬ 
ption) Order, 1969, to the 
value of Rs 40,00,000 com¬ 
prised in 4,00,000 equity 
shares of Rs 10 each (inclusive 
of the capital already raised). 


Name of the 
company 


Higher dividend 
Ductron Dastings 
Mafatlal Fine 
Standard Mill 
Indian Organic 
Travancor Cements 
Same dividend 
Empire Jute 
Binny 

Reduced dividend 

Rajapalayam Mills 

Andhra Steel- 
Corporation 

Bhagavathi Textiles 


Dividends 

Year ended 


March 

31, 1975 

March 

31, 1975 

March 

31, 1975 

March 

31, 1975 

December 

31,1974 

July 

31, 1974 

December 31, 1974 

March 

31, 1975 

October 

31,1974 

December 31, 1974 


(Per cent) 

Equity dividend 
declared for 


Current Previous 
year year 


6.0* 

Nil 

15-Of 

12.0 

20.0 

12.0 

12.0 

9.0 

10.0 

Nil 

Nil 

Nil 

Nil 

Nil 

10.0 

20.0 

5.Of 

12.0 

10.0 

12.0 
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SOUTH INDIA VISCOSE LTD, 

COIMBATORE 

Sri R. Venkataswftmy N*Mu’s Review 

Speech of the Chairman, Sri/R. Venkataswamy Naida delivered at the 
17th Annual 'General Meeting of the Shareholders held on Friday the 27th 
Jane 1975 at 3-30 p.m. at die Registered Office of the Company, ‘Shanmuga 
ManranT, Race Coarse, Coimbatore—641018. 


LADIES & GENTLEMEN, 

It is with great pleasure 
that I extend to you all a 
warm welcome to the 17th 
Annual General Meeting of 
the Company. The report of 
the Directors, audited Balance 
Sheet and Profit and Lo<s 
Account for the year 1974 
have been in your hands for 
some time and with your per* 
mission 1 shall take them as 
read. 

' At the out-set, it is my 
painful duty to refer to the 
sad demise of Dr. S. Radha- 
krislman, our ex-Presidcnt of 



Srt R. Venkataswamy Nftitin 


India, a profound scholar, phi- 
lospher statesman and huma* 
titst who made an enduring con¬ 
tribution to the rich spiritual 
heritage of India. In his death, 
the country has lost a dynamic 
personality and a person of 
great dedication. 1 am sure 
you will all join me in passing 
a condolence resolution and 


communicating the same to 
the bereaved family. 

The year 1974 will go 
down in the History of Indian 
Economy as a year of shortages 
prolonged power cut of 75 % 
for several months and preci¬ 
pitous decline in industrial 
growth. It will also he remem¬ 
bered as the year of drought, 
which has left land-marks of 
misery of their own for milli¬ 
ons of people. Although 
drought is prevailing in varied 
degrees of intensity in different 
States, Tamil Nadu appears 
l<> be one of the most seriously 
affected States, not only because 
of the extreme severity of 
this years drought, but more 
so since it has recurred for 
the second year in succession. 
The efforts made by the State 
and the C entral Government 
in mitigating the sufferings of 
ihe people arc indeed commen¬ 
dable. During the >car under 
icview, the econrnn of the 
country was beset with infla¬ 
tionary trend in the prices of 
basic materials consumed by 
the public. In addition, lack 
of demand for industrial goons 
with the onset of recession 
in industry specially in the 
textile Industry is causing 
grave concern. All these 
hampered industrial activities. 
Added to this was the Bank 
Policy of credit squeeze, resul¬ 
ting in curtailment of money 
circulation. 

The present Union Budget 
affords no incentives worth 
the name for economic growth, 
ft should have revived the 
development rebate and should 
have abolished the surcharge 
oft the corporate sector. Any 
sizable expansion of priority 
industries is beyond hope so 


long as the burden of taxation 
and staggering interest rates 
remain whai they are. 

The Viscose filament yarn 
manufacturing units arc great¬ 
ly perturbed at the enhance¬ 
ment of excise duty on viscose 
filament yam by 40% as per 
1975-76 budget. In fact, in 
July 1974, the rates of excise 
duty were raised by approx. 
26% and thus withm 
a small span of a financial 
year, there has been a net 
increase in excise duty b\ 
approx. 75% which is a 
very severe economic blow 
on this industry, which it is 
neither able to absorb nor 
able to pass on the same to the 
weavers due to present down¬ 
ward trend market conditions. 
Consequent on the increase 
in excise duty, instead of 
market prices increasing 
atleast to the extent of neutra¬ 
lising the effect of increase 
in excise duty, this has drop¬ 
ped down to a considerable 
extent. There is in fact a 
drastic fall in market price 
of viscose filament yarn in the 
open market compared to pre- 
budget position by approx. 
Rs. 6.13 per kg. The industry 
is therefore incurring a heavy 
loss at present. Already 
three units, accounting for 
approx. 30% of the in- 
indusry's production, have 
been closed down. If the 
same trend continues, 1 am 
afraid some more units may 
follow suit. It is therefore, 
necessary not only to with¬ 
draw the enhancement pro¬ 
posed for 1975-76 budget but 
also to bring down the same 
to 1973*74 level. 

It is refreshing to note. 


meeting" of the Chairmen of 
the Nationalised Banks, 

views have been expressed 

for the need for liberali¬ 
sing the credit squeeze 

in order to achieve increased 
industrial production. A re¬ 
conditioning of the economy 
for the achievement of more 
basic goal poses a serious 
challenge to government and 
business on the eve of the 
Fifth Plan period. 

Our country has been able 
to build, however, a strong 
industrial base capable of 
producing anything from 
consumer goods to sophisti¬ 
cated machineries and we 
have been able to bridge to 
u large extent the technologi¬ 
cal gap that was prevailing 
at the time of independence. 
It is imperative that we should 
strive hard to keep up the 
tempo of industrial growth 
in our country, if the economy 
of the country is to attain the 
stability that is -sought to be 
achieved in our consecutive 
plans. 

Review of the working of the 
Company: 

Coming to the affairs of 
the Company. I would like to 
touch the salient points only, 
as you would have already 
gone through the report of 
the Board of Directors. 

Even in spite of the pro¬ 
longed power cut etc. the 
performance of the Company 
during the year has been 
satisfactory. The Pulp Plant 
and Rayon Plant worked 350 
and 354 days respectively. 
The Staple fibre Plant of 10 
tons per day capacity worked 
for 291 days and the new unit 
of 20 tons per day capacity 
for 250 days only, producing 
23.815 tons i f pulp. 2,378 
tons of Rayon and 7.879 tpns 
of Staple fibre as against 24,124 
tons of pulp, 2,388 tons of 
Rayon and 2,438 tons of Staple 
fibre in 1973. The total turn¬ 
over was Rs. 20.55 crores in 
1974 as against Rs. 11.12 crores 
in 1973: The net profit for the 
year after providing for depre¬ 
dation is Rs. 5.31 crores as 
against Rs. 1.93 crores onlv 
in 1973, 

In spite of cut in produc- 
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generation, we have "Been 
keeping up the schedule of 
Repayment of our loans to 
Mediobanca, Italy, and other 
deffered suppliers* credits, to 
the tune of Rs. 6.15 crores 
so far in foreign currency. 

In addition, the Company 
has invested nearly Rs. 11.70 
crores, out of its generated 
funds on the capital projects 
without raising the Share 
Capital structure. 

Expansion: 

The works connected with 
the doubling of the capacity 
of Pulp Plant from 60 tons 
to 120 tons per day and 
settingup of a 20 tons per 
day capacity Polynosic Sta¬ 
ple Fibre Plant, are being 
carried out vigorously. The 
necessary Industrial Licence 
from Government of India 
for the expansion of Pulp 
and also an Import Licence 
for the import of Capital 
Goods for this project for a 
value of Rs. 2.95 crores have 
alrea dy been obtained. We 
have entered into agreements 
with our Italian Collabora¬ 
tors for supply of machinery, 
against th^ above Import 
Licence and technical assis¬ 
tance for the Pulp Plant 
expansion and for supply of 
machinery, technical kr.ow- 
how and technical assistance 
for Polynosic Plant. In the 
case of Polynosic Project, 
wc are in correspondence with 
the concerned Ministries for 
the issue of Industrial Licence 
as also the Capital Goods 
Import Licence. 

To complete both the 
projects in an eXicient manner 
in the shortest possible tinu, 
we have already entered into 
a contract with M/s. Dastur 
& Co., a reputable Engineer¬ 
ing Firm as our Consulting 
Engineers for the above pro¬ 
jects. 

To tide over the power 
shortage, prevailing in the 
ffc&te, which has become a 
regular feature, we hfive ap¬ 
plied for import of one num¬ 
ber 5 MW Turbo Generator 
gild 3 Nos, 860 KVA Diesel 
iSe^ierators to facilitate pro¬ 
duction during the period of 
power cut >nd expect to 
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generators shortly and once 
we instal the above generators, 
our power position in the fac¬ 
tory will be improved and our 
production will not be crip¬ 
pled on account of grid power 
shortage. 

Supply of Pulp Wood: 

I would appeal to the 
Govt, of Tamil Nadu to give 
your Company the same un¬ 
stinted co-operation as they 
have been giving hitherto in 
securing forests and planta¬ 
tion resources for production 
of pulp at the factory. Your 
Company is presently poised 
for an expansion of capacity 
to further 60 tons of pulp 
per day. At present, by an 
agreement the Tamil Nadu 
Government are to allot to 
your Company, L,200 acres 
of Blucgum and 3,700 acres 
of Wattle and 500 to 1,000 
acres of Eucalyptus Grandis 
from Government forests. To 
augment the supplies, we are 
also getting wood from private 
forests. Trial tests have 
been conducted on a number 
of other species of wood in 
consultation with our Colla¬ 
borators to meet our increas¬ 
ed future requirements and 
the results arc encouraging. 
Further the Government are 
considering restricting the 
movement of all varieties of 
Eucalyptus wood outside the 
State, so to ensure that suffi¬ 
cient pulpwood is made 
available to our industry. 

Labour Relations: 

The relations with the 
labour continued to be satis¬ 
factory dur ng the yc ir under 
review. However, the pro¬ 
duction in the Rayon and 10 
tons Staple fibre Plant was 
stopped for a short spell of 20 
days due to the lightning 
strike by the Viscose Prepara¬ 
tion Section workers. 

56 workers availed of the 
loan for building their own 
houses under ‘Own your own 
Housing Scheme’. The one 
year renewable Term Assu¬ 
rance Scheme introduced in 
collaboration with LIC for 
the benefit of our employees 
with the premium fully borne 




Therewas an award by the 
Special Deputy Commissioner 
for Labour in the beginning 
of this year (1975). regarding 
the job evaluation in the 
Rayon ‘ Factory, We made 
payments tothe workers 
based on the awfed with ret¬ 
rospective effect from Janu¬ 
ary 1973. Some of the work¬ 
ers who did not get the 
benefit from the award, started 
go slow tactics in certain 
sections. They were given 
severe warning and when no 
response was coming from 
them, disciplinary action 
was taken on the concerned 
workers after a period of 3 
weeks. They staged a stay-in 
strike, followed by a general 
strike by all the workers with 
the support of the Unions and 
some politicians. The Deputy 
Commissioner for Labour 
was deputed to study and 
advise the workers. Since the 
workers did not heed the 
award, the Management had 
to declare a lock-out from 
19th May 1965. The matter 
was taken up with the Minis¬ 
ter for Labour on 9—6—75 
who after hearing, advised 
both the labour and the 
Management to withdraw 
the strike and lift the lock-out 


the 7 suspended workers who 
should be Ejected to an 
enquiry by the Management, 
ana report submitted to the 
officials of labour Department. 
The lock-out has since been 
lifted from 13-6-75. We 
expect the strike to be itsolved 
soon and the Factory; to 
restart normal working. • 

Conclusion: 

As you might have seen 
from the report of the Board 
of Directors and the Balance 
Sheet, the performance of the 
Company, in general, for 
the year under review, is 
satisfactory. 

1 am sure that the Share¬ 
holders will wish to join me 
in thanking the Management, 
our Collaborators, Bankers, 
Contractors, the Staff and 
Workers of the Conpany at 
all levels who despite the 
many difficulties with which 
the Indian Industry i« faced 
year after year, have continued 
to serve the Company in a 
satisfactory measure. 

(Note: This does not 
purport to be a 
record of the pro¬ 
ceedings of the 
Annual General 
Meeting). 
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With the petrol prices being so high, it 
is important to get optimum performance 
from spark plugs and prevent avoidable 
waste. 

You can ensure this by paying a 
little more attention to spark plugs. 

The M1CO range of spark plugs 
is wide and covers all petrol-driven 
vehicles made in India. Each type 
is designed specifically to suit a 
particular engine, whether of a 2- 
wheeler or a 4-wheeler. So it is 
important to specify the engine and 
the type, when you buy a MICO 
sparkplug. 

MICO spark plugs are prccision- 
made to exact standards. They are 
thoroughly tested at every stage of 
manufacture. The electrodes and 
the gap are designed to give opti¬ 
mum performance under varied 
operating conditions. The plugs are 
nickel-plated to resist corrosion. 

To ensure peak efficiency, you 


c) Replace the plug after 7,500 km. 
in 2-wheelers and 15,000 km. in 
4-wheelers. Always replace the 
plugs by the set. 

d) Destroy used spark plugs, 
which otherwise could be recon¬ 
ditioned and sold as new. 

IMSN RUG RECOMMENDATION CHART 
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a) Fit the correct type of spark plug 

b) Clean the plug face and adjust 
the electrode gap periodically.) 
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tfiSfe Guar Meal 
a high protein cattle feed 
if given to our milch animals 
can make our country 
self-sufficient in milk 

Malnutrition in its various forms is one of Guar meat the former can earn consider- 
our country's pressing problems. Protein able foreign exchange and the latter 
deficiency is proverbial and wide-spread, could solve the protein deficiency. Guar 
This is because the per capita availability meal has approximately 92% digestive 
of milk is only about 150 ml per day as nutrients and 45% proteins. It has higher 
against the basic minimum requirement food value than Guar.itself and can be fed 
of about 560ml. If all the Guar of approxi- as such or mixed with grass, hay or husk, 
mately 2 lac tons per year produced in churi, bran or oil-cake. It not only in- 
the country is processed to separate its creases the milk yield but elso makes the 
constituents into Gum and high protein enimals healthy and stronger. 

Hindustan Gum €r Chemicals Ltd., Bhiwanl, are producing Guar meal as a 
nutritious cattle feed. 
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SHri T.S, Santhanam, 
Chairman, at thaTwanty- 
first AmtuaiOanaral Meeting 
of th« Company held on 
27th June, 1978 at Madras. 


Dear Friends: 

I have great pleasure in 
welcoming you to the 21st 
Annual General Meeting of 
your Company. The Directors' 
Report, the Audited Balance 
Shea and the Profit & Loss 
Account for the year ended 
31 December, 1974 have 
been circulated to you, and 
with your permission, I shall 
lake them as read. 

In my last address, I stressed 
the paramount need to 
contain and bring down the 
prices of basic necessities in 
tackling the problem of 
inflation affecting the country. 
In July, 1974. the Central 
Government brought in 
various measures to hold the 
price line. The raging inflation 
witnessed in 1973 and 1974 
showed some signs of 
abatement during the last 
quarter of 1974 and the first 
quarter of the current year. 
WORKING RESULTS OF 
YOUR COMPANY FOR 1974 
1 am glad to inform you that 
your Company has been able 
to achieve substantial increase 
in business during the 
financial year. The amount 
advanced on hire purchase 
contracts during 1974 stood 
at Rs, 1.331.02 lakhs as 
against Rs. 842.77 lakhs 
during 1973. The stoek-on- 
hire, representing the total 
amounts outstanding under 
hire purchase agreements, 
was Rs. 1,776.32 lakhs on 
31.12.1974 as against 
Rs. 1,137.19 lakhs on 
31.12.1973. The earnings 
under the hire purchase 
transactions for the year 1974 
were Rs. 219.36 lakhs 
compared to Rs. 155.36 lakhs 
for the year 1973. 

The year witnessed a steep 
rise in interest rates and 


administrative expenses. Th • 
biggest problem has been the 
soaring cost of money. The 
Reserve Bank of India, in its 
bid to check the growth of 
money supply, announced an 
unprecedented increase in the 
Bank Rate from 7% to 
9% the highest so far, 
with effect from 23.7.1974. 
Following this, there was a 
steep rise in the lending rates 
charged by the banking 
institutions. This, inevitably, 
led to a severe erosion of 
margins in the hire-purchase 
contracts entered into by u> in 
the earlier period. 
Establishment charge were 
higher on account of an 
agreement with the Union to 
rationalise the pay-structure 
of all employees, and also due 
to a steady rise in the dearness 
allowance which is linked 
to the cost of living index. 
Practically, all other, items 
of administrative expenses 
also went up during the 
year, thus pushing up total 
expenditure appreciably, as 
compared to the previous 
year. However you will find 
that your Company has 
withstood the strain, and 
even improved on the results 
of the previous year, conse¬ 
quent on the timely corrective 
measures introduced. 
DIVIDEND 

Last year, the Company had 
declared a dividend of 16% 
for the year 1973 and the 
Final Dividend of 10°,, 
was paid immediately before 
the coming into'force of the 
Companies (Temporary 
Restrictions on Dividends) 
Act, 1974, on 6.7. 1974. 

Your Directors have 
Recommended a dividend of 
16% for the year 1974 
also, in view of the relaxations 


X • wmpvrarjr rwvsnrrcrfUITSf TJT1 

Dividends) Amendment Act, 
1975. by which a Company 
is enabled to declare a higher 
dividend than its distributable 
profits, viz., one-third of the 
net profits or 12% of 
the paid-up capital, whichever 
is less. Accordingly, 10% 
will be paid after sanction by 
this meeting and the balance 
in two equal annual instal¬ 
ments, one in July, 1976 and 
another in July, 1977, with 
interest at 8% p.a. 

DEPOSITS 

As you arc aware, the Company 
resumed acceptance of depo¬ 
sits from 1st January. 1974. 

I am happy to say that the 
response during the year under 
report from the public was 
quite gratifying. The total 
deposits with the Company as 
on 31.12,1974 stood at 
Rs. 968.17 lakhs compared to 
Rs. 705.85 lakhs at the end 
of 1973. 

PROSPECTS 

The unprecedented failure of 
the north-east monsoon in 
the Southern States, especially 
in Tamil Nadu in 1974, not 
only resulted in a fall in 
the farm output, but also 
accentuated the power crisis 
in the region, resulting in a 
significant decline in 
industrial production. The 
drought led to severe restric¬ 
tions on the movement of 
agricultural commodities from 
one region to another. This, 
together with the decline in 
industrial production, led to a 
steep fall in the volume of 
originating goods traffic. If. as 
everyone hopes,‘there is a 
good monsoon this year, 
agricultural and industrial 
production will significantly 
improve, leading to a greater 
movement of*goods by road. 
The increasing tempo of 
nationalisation of passenger 
transport in the Southern 
region continues to act as a 
disincentive to the replacement 
of buses by private operators. 
Substantial increase in the 
taxation on buses in Tamil 
Nadu is also having a similar 
effect. As a consequence, 
the demad for buschasses 1ms 
come down. 

The prices of commercial 
vehicle** have risen bv 
25% to 45% in 
the last 12 months. 
Recessionary trends in the 
automobile industry are 
already clearly marked. 
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likely to be maintained during 
1975. The payments towards 
hire purchase documents in 
the first 5 months of the 
current year were Rs. 450.83 
lakhs as against Rs. 546.07 
lakhs in the corresponding 
period last year. However, 
with the writing of a record 
business in the year 1974, the 
unearned income from such 
contracts will be available for 
appropriation in the 
subsequent years. Your 
Directors are hopeful that 
profits in 1975 will be 
maintained at the same level 
as in 1974. 

A good deal of 
what l have sai .1 above 
underlines the importance of 
diversifying the activities of 
your Company to which I first 
made a reference in my speech 
in the 19th Annual General 
Meeting on 18th June, 1973. 
Already, a beginning has been 
made in the shape of financing 
industrial machinery. It will be 
our endeavour to expand this 
side of our business in the 
coming years. 

DIRECTOR 

Shri T.N. Padmanabhan has 
been appointed as an 
additional Director on 
30.4.1975. He retires at this 
Annual General Meeting. 
Notices have been received 
from members for appointing 
him as a Director at this 
Meeting. 

Shri T.N. Padmanabhan has 
had wide and varied experience 
in matters telating to finance, 
having been the Director and 
General Manager of United 
India Fire <?* General 
Insurance Co. Ltd., before 
being co-opted as a Director 
of this Company. 
ACKNOWLEDGEMENT 
On behalf of the Board of 
Directors and myself, I wish 
to place on record my 
appreciation of the good work 
done by the administrative as 
well as the field staff of the 
Company. 1 also wish to 
express my thanks, on behalf 
of your Company, to all the 
depositors and customers for 
their continued support. 
Finally, 1 thank all the 
members present, for making 
it convenient to attend the 
Meeting. 

This does not purport to be a 
record of the proceedings of the 
Annual General Meeting. 
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Shri R. Venkataswamy Maidu's Review 

The following is the address to members of the Company delivered by 
Shri R. Venkataswamy Naidn, Managing Director, at the lStb Annaai General 
Meeting of The Madras Ainmininm Company Limited held at ‘Shanmuga 
Manram’, Race Course, Coimbatore—18 on Saturday the 28th June 1975. 


I have great pleasure in 
welcoming you all to the 15th 
Annual General Meeting of 
the Company. 

At the outset, 1 request 
the members to observe a 
minute’s silence as a mark of 
respect to the memory of Dr. 
S. Radhakrishnan. In his 
demise our country has lost a 
great philosopher, teacher 
and statesman. He was an 
authentic symbol of our age¬ 
less civilisation and culture 
and verily he was a Rajrishi 
in the mould of Janaka. He 
inaugurated our Plant on 2nd 
July 65 and delivered a 
memorable speech. 



Shri R. Venkataswamy Naidu 

X am sure that the share¬ 
holders would have noted 
With satisfaction that in spite 
of several restraints, we have 
achieved commendable results 
during 1974, and have been able 
to provide depreciation for 
both 1973 and 1974. Though 
it is a matter of satisfaction 
that the production achieved 
has been the highest so far, 


it is a matter of great worry 
that the full capacity could 
not be utilised due to power 
supply restrictions. The cost 
of production has been esca¬ 
lating continuously. The 
position has been aggravated 
due to frequent power supply 
restrictions, unutilised capa¬ 
city and credit squeeze. In 
November 1974, the Govern¬ 
ment suddenly withdrew the 
excise rebate given to small 
producers. 

The Government of India 
sanctioned an increase of 
Rs 404/- per tonne from 11th 
March 75. In spite of repeat¬ 
ed requests, they have not 
sanctioned adequate price in¬ 
creases to take care of the 
escalation in our production 
cost. Though they have 
controlled the price of alumi¬ 
nium, no control is exercised 
on the prices of the inputs, 
even on those supplied by the 
public sector units. In fact, 
the prices of items like furnace 
oil. calcined petroleum coke, 
pitch etc . have been conti¬ 
nuously increasing and some 
of them cost five times what 
they were three years ago. 
But for the unusually large 
demand for alloys and paste 
during 1974, we would have 
incurred very heavy losses, if 
we had restricted our produc¬ 
tion and sales to ingots and 
properzi rods. 

During 1975, we have not 
been permitted free sale of 
aluminium alloys. Moreover, 
the demand for carbon elec¬ 
trode paste has slackened con¬ 
siderably. Hence, I am very 
sorry to inform you that with 
the mounting costs of pro¬ 
duction with no correspond¬ 
ing increase in controlled 
prices and with the denial of 


the benefit of sale of alloys 
and carbon electrode paste, 
the results for the first five 
months arc far from satisfac¬ 
tory. 

The aluminium industry 
which had a spectacular 
growth rate till about four 
years ago, has been beset with 
several problems. The une¬ 
conomic pricing and power 
restrictions have affected the 
industry considerably. From 
1972 to 1974 the production 
has come down from 179,000 
to 129,000 tonnes. During 
this period the capacity uti¬ 
lisation has come down 
from 102% to 57%. This 
is a very unfortunate trend 
indicating waste of scarce 
resources. Unless the Go¬ 
vernment of India sanc¬ 
tions suitable prices for alu¬ 
minium products assuring 
reasonable return to the pro¬ 
ducers and assure fair electri¬ 
city rate to the concerned 
State Electricity Boards, the 
future of the aluminium in¬ 
dustry will be in jeopardy. 

During the last three to 
four years we, along with 
other primary aluminium pro¬ 
ducers, have been making a 
series of representations to the 
Government of India to put 
the industry back to its pre¬ 
mier position. At long last, 
the Government seem to have 
realised the gravity of the 
problem and I understand that 
a very high power committee, 
consisting of Ministers of 
Finance, Steel & Mines and 
Energy and the Deputy 
Chairman of the Planning 
Commission is studying this 
question and I hope that some 
concrete measures will come 


I am hopeful that with 
the encouraging trend ini the 
Government thinking, wjth 
the availability oftnore power 
during the rest of the year and 
the possibility of diversifying 
our sales, things will look 
bright for the Company* 

The Government of India 
have permitted us to manufac¬ 
ture about 2,000 tonnes of 7 
mm sheets during 1975-76 on 
an ad hoc basis. We expect 
to commence commercial pro¬ 
duction very shortly. Our 
marketing this product will 
help a large number of small 
scale units in the country. 

I welcome Bharat Alumi¬ 
nium Co. Ltd. (BALCO), the 
public sector enterprise in the 
field of aluminium. I under¬ 
stand that this Company has 
recently commissioned ingot 
production in its first 25,000 
tonne pot-line at Korba. We 
arc proud to have been asso¬ 
ciated with BALCO in sup¬ 
plying over 2,000 tonnes of 
busbars in addition to loan¬ 
ing some of our equipments 
and the services of our techni¬ 
cians for their start-up. In this 
context, I understand that 
Madhya Pradesh Government 
arc imposing a 12 per cent 
power cut on all industries in 
that State to enable them to 
give power to Balco. They 
are doing this in order to 
meet their urgent require¬ 
ments of aluminium conduc¬ 
tors for their electrification 
projects. 

During the present power 
cut, the Government of 
Kerala expressed its willing¬ 
ness to make available addi¬ 
tional power for Malco on a 
barter basis in order to 
get 70% of the additional 
aluminium so produced for 
their electrification projects. 
The understanding is that the 
Government of Tamil Nadu 
will have to be supplied with 
the balance of 30% for 
transmitting and distributing 
the power to us. The Kerala 
Government was even willing 
to offer higher prices for our 
products. As the power cut 
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ana win oc in tofce tor many 
years and as the annual shot** 
down of the plant means wast¬ 
age of precious and costly 
imported and indigenous raw 
materials and carbon lining 
materials, it will be worth¬ 
while to come to a long term 
arrangement so that this Com¬ 
pany is spared the periodical 
power cuts and the Govern¬ 
ments of Kerala and Tamil 
Nadu could share additional 
aluminium for their electrifi¬ 
cation projects. I hope that 
the Central Government will 
accord their approval to such 
an arrangement which will 
ensure the continued working 
of our Plant without power 
cut. 

I regret that the opportuni¬ 
ties existing in West Asia for 
joint ventures of Aluminium 
Projects are not allowed to be 
pursued vigorously. I hope 
that the Government of India 
will give us the encourage¬ 
ment to compete successfully 
with the European counter¬ 
parts. 

Our relation with labour 
continues to be excellent. I 
request you to join me in 
placing on record the unstint¬ 
ed and loyal services rendered 
by our employees at all levels. 

I wish to thank the Govern¬ 
ment of Tamil Nadu for the 


tiOn thdy have been giving to 
the requirements of Malco. I 
also wish to thank the 
Government of India, our 
Collaborators, financial insti¬ 
tutions and my colleagues on 
the Board and all our senior 
executives of the Company 
for their help and co-opera¬ 
tion. 

Before I conclude, ( wish 
to refer to some disquieting 
features of the economy. F or 
sometime past, there has been 
an inflationary trend all over 
the world, aggravated by the 
oil crisis. The subsequent 
recession in the world econo¬ 
my resulting in the slowing 
down of industrial tempo and 
increase in the unemployment 
figures, has caused concern to 
the governments of the 
world. 

This inflationary situation 
has also arisen in India caus¬ 
ing great distress to the people. 
India is basically an agri¬ 
culturally oriented country 
with 70% of the population 
living in villages, depending 
mainly on agriculture. The 
severe drought conditions 
have airected the food pro¬ 
duction at present. This has 
caused rise in food prices and 
unemployment for larger sec¬ 
tions of the rural copulation. 
The inability of the Govcrn- 


fbod prices by* "means of 
fiscal measures, has upset the 
village economy, resulting in 
mass unemployment and 
reduction in the purchasing 
power of the villagers. This 
trend has drastically affected 
all industries. Unless top 
priority is given to increasing 
agricultural production and 
maintaining prices, mass un¬ 
employment will result creat¬ 
ing misery. 

Hence, all constraints that 
impede larger production 
should be removed. In this 
connection. 1 wish to point 
out that there are no mono¬ 
poly groups, especially in the 
South, according to accept¬ 
able international standards. 
Moreover, the operations of 
all Companies in India, arc 
controlled at every stage (c.g. 
capital formation, appoint¬ 
ment and remuneration of 
managerial executives, pro¬ 
duction pattern, distribution, 
pricing, dividend declaration, 
acceptance of loans, deposits 
etc. etc.) by various enact¬ 
ments like Companies Act. 
Industrial Development & 
Regulation Act etc. Hence, 

1 do not sec any reason why 
some of these companies 
should be penalised as belon¬ 
ging to monopoly proups 
These companies are national 
assets and their growth should 


naire thinking. 

The oil crisis has hit all the 
industries in India. This crisis 
has caused increase in the cost 
of fertilisers, a major input 
for agriculture. The power 
situation in the country is 
causing grave concern. The 
hydro electric generation has 
come clown due to drought 
conditions. Unfortunately, 
the Electricity Boards have 
failed to keep thermal genera¬ 
tion uplo the mark with re¬ 
quisite efficiency. The power 
crisis has been responsible for 
a major setback to industries 
in the country, specially power % 
intensive industries like ours. 
During periods of power cuts, 
wc not only lose production 
but also have 1o incur consi¬ 
derable expenditure (in rupee 
and in foreign exchange) in 
reactivating the stopped fur¬ 
naces of the plant. I appeal 
to the concerned authorities 
to aclively pursue effective 
steps for quickening the pace 
of agricultural development in 
the countrv. which alone can 
create conditions of fuller 
employment for our people 
and for rendering social jus¬ 
tice. 

Note: 1 fu\ does not purport to 
hr a record of the procee¬ 
dings of the Annual General 
Meeting. 
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Microfilm Edition of Eastern Economist 

EASTERN ECONOMIST, for the benefit of its readers, both at 
home and abroad, has made arrangements with University Microfilms 
of Ann Arbor, Michigan, USA, for the latter undertaking the reproduc¬ 
tion of Eastern Economist on microfilm and through xerographic copies. 

This arrangsment covers lor the present back Issues of Eastern 
Economist starting from January 1971. The question of including issues 
from earlier years In this arrangement is under consideration. 

University Microfilms will be sending the relevant literature to 
prospective microfilm subscribers. It is believed that this service 
will be of particular interest and value to libraries, business houses, 
firms, government offices and other institutions which may find it useful 
to maintain files of Eastern Economist for record and reference. 

Prospective microfilm subscribers may address their enquiries to t 
Serial Publications .University Microfilms, 300 North Zeeb Road, Ann 
Arbor, Michigan 48106, USA. 
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Food situation: 
1974-75 

according to the report of 
the Department of Food for 
1974-75, the food situation 
in the country continued to be 
difficult during the first nine 
months of 1974 but there was 
some improvement thereafter. 
Although foodgrain produc¬ 
tion in 1973-74 marked a re¬ 
covery of 6.6 million tonnes 
over the previous year, the ac¬ 
tual production of 103.6 mil¬ 
lion tonnes in this year was 
still lower by about five million 
tonnes than the record level 
reached in 1970-71. The im¬ 
provement in production in 
1973-74 was in rice and in 
coarse cereals while the wheat 
output suffered a decline for 
the second successive year. As 
a result, there was a percepti¬ 
ble shrinkage in market supp¬ 
lies and the unpward pressure 
on prices continued unabated. 

Modified Policy 

In order to improve the mar¬ 
ket availability of foodgrains, 
particularly in deficit states, 
reduce inter-state disparity in 
prices and relieve the pressure 
on public distribution system 
to some extent, the wheat 
policy was modified so as to 
A allow the trade to operate un¬ 
der a system of licensing and 
control. Under this modified 
scheme, a 50 per cent levy on 
wheat was imposed on food- 
grain traders in the surplus 
states of Punjab, Haryana, 
Uttar Pradesh, Madhya Pra¬ 
desh and Rajasthan. The tra¬ 
ders, after the discharge of 
their levy obligation, were per¬ 
mitted to sell the levy-free 
wheat within the state or move 


outside the state on the basis 
of permits. Restrictions on 
the inter-state movement of 
coarse grains were also with¬ 
drawn from March 1974. 

To check the rise in prices 
and to safeguard the interests 
of the vulnerable sections of 
population, 10.6 million tonnes 
of foodgrains were distributed 
through public distribution sys¬ 
tem during 1974. To meet the 
increasing requirements of the 
public distribution system, 
vigorous efforts were made for 
maximising procurement. 

Wheat Procurement 

Procurement of wheat out of 

1973- 74 crop by government 
agencies totalled 1.9 million 
tonnes but in addition a quan¬ 
tity of J.38 million tonnes was 
retained by the trade after 
the discharge of their levy ob¬ 
ligation for disposal through 
normal trade channels. Pro¬ 
curement of kharif cereals 
touched a level of 4.3 million 
tonnes in 1973-74. During 

1974- 75 despite reports of 
damage to kharif crops in 
many parts of the country 
pn account of erratic and 
generally deficient mon¬ 
soon rains, a quantity of 3.1 
million tonnes of kharif food- 
grains had been procured upto 
the middle of Mdrch, 1975 as 
against 3.4 million tonnes pro¬ 
cured during the corresponding 
period of the previous kharif 
season. 

A quantity of 4.9 mil¬ 
lion tonnes of foodgrains 
was also imported during 1974 
to supplement the domestic 
supplies. Besides, steps were 
taken to check speculative hoar¬ 
ding and smuggling of food- 
grains. Special anti-hoarding 
and anti-smuggling campaigns 
were undertaken by many 


of measures were also iriitiafw 
by the central government for 
checking expansion in money 
supply, regulating credit and 
eradicating the evil of black 
money. 

In view of the failure of 
monsoon rains in several parts 
of the country and the conti¬ 
nued rise in prices till Sep¬ 
tember, 1974, there were app¬ 
rehensions, within the country 
and outside, of large-scale 
starvation deaths creating a 
state of panic and loss 
of confidence among the 
people. However, as a result 
of the various measures taken 
by the government and the 
commencement of arrivals of 
new kharif crops, an easy 
trend in foodgrain prices set in 
from the beginning of October 
1974. Good winter rains in 
the northern states, which 
brightened the prospects of 
the rabi crops, also created 
a feeling of confidence. On 
account of these developments, 
the food situation in the coun¬ 
try has shown considerable im¬ 
provement since the last quar¬ 
ter of 1974. Market availabi¬ 
lity of foodgrains has been 
satisfactory and prices have 
been, by and large, showing a 
downward trend. 

Foodgrains Production 

Production of foodgrains, 
which had suffered a setback 
during the previous two years, 
showed some recovery during 
1973-74. The total production 
in 1973-74 was placed at 103.6 
million tonnes as compared to 


showing an increase of 6.6 mil¬ 
lion tonnes or 6.8 per cent In¬ 
crease in foodgrain production 
in 1973-74 over 1972-73 was 
accounted for mainly by rice, 
bajra and jowar. Rice pro¬ 
duction during 1973-74 at¬ 
tained a level of 43.7 million 
tonnes. In contrast, wheat 
production declined further by 
2.6 million tonnes to 22.1 
million tonnes. Table 1 gives 
the production of important 
foodgrains during the last five 
years. 

Unfavourable Weather 

During 1974-75, weather 
conditions were, on the whole, 
unfavourable for the kharif 
crops. Rainfall in the pre¬ 
monsoon season (March to 
May), important in the north¬ 
eastern states for the sowing 
of early kharif crops, was 
normal. In contrast, the 
south-west monsoon, which 
is important for the rowing 
and growth of main kharif 
crops, was delayed in 1974 by 
two to three weeks in most 
parts of the country. Even 
thereafter, the monsoon acti¬ 
vity continued to be weak till 
the end of June 1974. During 
the early part of July, the 
monsoon revived and wide¬ 
spread rainfall was reported 
from many parts of the coun¬ 
try. 

In August, September and 
October also, there was good 
rainfall in many areas. Defi¬ 
ciency of rainfall, however, 
persisted in Gujarat, Orissa, 
Haryana, Punjab and West 


Table I 


Production of Foodgrains 

(Million tonnes) 


Year 

Rice 

Wheat 

Other 

Cereals 

Total 

Cereals 

Total 

Pulses 

Total 

Food- 

grains 

1969-70 

40.4 

20.1 

27.3 

87.8 

11.7 

99.5 

1970-71. 

42.2 

23.8 

30.6 

96.6 

11.8 

108.4 

1971-72 

43.1 

26.4 

24.6 

94.1 

11.1 

105.2 

1972-73 

39.2 

24.7 

23.2 

87.1 

9.9 

97.0 

1973-74 

43.7 

22.1 

28.1 

93.9 

9.7 

103.6 
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experienced drought conditions 
during the crucial north-east 
monsoon period. Some da¬ 
mage whs also caused to the 
standing kharif crops by floods 
in parts of Assam, Bihar and 
Kerala. Although firm esti¬ 
mates of production of kharif 
crops have yet to be received 
from many of the state 
governments, the available 
reports indicate that the 
production of kharif food- 
grains will be lower than the 
level attained in 1973-74. 

The rains received during 
the second fortnight of Sep¬ 
tember and October 1974 prov¬ 
ed beneficial for preparatory 
tillage and sowing of rabi 
crops. However, due to in¬ 
adequate rainfall in Punjab, 
Haryana and parts of UP 
during October, November 
and first fortnight of Decem¬ 
ber 1974 and shortage of po¬ 
wer, the pace of sowing of 
wheat was slowed down. Time¬ 
ly action was taken to divert 
power for agricultural pur¬ 
poses in these states for en¬ 
suring sowings of rabi crops in 
irrigated areas. Rains re¬ 
ceived during the second fort¬ 
night of December 1974 and 
January 1975 in several areas 
of the northern states proved 
beneficial for rabi crops. On 
the basis of available reports, 
the propsects of rabi crop as of 
mid-March 1975 were bright; 
if the weather conditions con¬ 
tinue to be favourable during 
the remaining part of the rabi 
season, it would be possible 
to achieve a substantial in¬ 
crease in rabi production dur¬ 
ing the current year. 

Prices Under Pressure 

Prices of foodgrains re¬ 
mained under considerable 
pressure during the greater 
part of 1974. This was on ac- 
v count of the fact that inspite 
of a recovery of 6.6 million 
tonnes during 1973-74, the 
production was less than that 
in. 1970-71 and could not over¬ 
come the cumulative effect of 
fall in production in the pre¬ 
vious two years. 

The all-India index number 
of wholesale prices of cereals 
(base; 1961-62^100) showed 


winuimuus use miring 
January-September, 1974, mov¬ 
ing up from 277.8 in December 
1973 to the peak level of 410.6 
in September 1974 recording 
thereby a rise of 47.8 per cent. 
During the corresponding 
period a year ago, the 
cereal index had registered a 
rise of 16.$ per cent. As a re¬ 
sult of the anti-hoarding and 
anti-inflationary measures ta¬ 
ken by government and the 
commencement of arrivals of 
kharif crops, prices took an 
easy turn in October. The all- 
India cereal index dropped 
from 410.6 in September to 
375.6 in December, 1974, 
thereby registering a fall of 8.5 
per cent. During the corres¬ 
ponding period of last year, 
the index had recorded a rise 
of 4.5 per cent. The average 
cereal index for 1974 at 355 
was higher than the previous 
year's average of 257 by 38.1 
per cent. 

Seasonal Decline 


In the case of rice, the all- 
India index of wholesale prices, 
which had attained the peak at 
294.7 in November, 1973, 
showed the usual seasonal dec¬ 
line during December 1973 
when the index receded to 
286.0. Thereafter, prices con¬ 
tinued to rise till September 
1974 when the rice index touch¬ 
ed a new high of 403.9 mark¬ 
ing an increase of 41.2 per cent 
over the index for December 
1973; the rise during the cor¬ 
responding period of the pre¬ 
vious year was 27.4 per cent 
only. With the commencement 
of marketing of kharif crops, 
prices showed a softening ten¬ 
dency and the rice index came 
down from 403.9 in Septem¬ 
ber to 343.2 in December 1974 
registering a fall of 15.0 per 
cent. This compares with a rise 
of0.3 percent in the rice index 
during the corresponding 
period of 1973. The average 
index of rice for 1974 at 353 
was higher than the previous 
year’s index of 265 by 33.2 
per cent. 

. Wheat prices, which had 
ruled easy during September- 
Octobcr, 1973, largely in sym¬ 
pathy jvith the fail in the prices 
of kharif cereals, took an up¬ 
ward turn thereafter and con¬ 


tinued to rise till May 1974. 
The contra-seasonal rise in 
wheat prices during Aprtl-May 
1974 when prices usually show 
a fall was attributable mainly 
to the drop in production for 
the second year in succession. 

The wheat index stood at 
356.1 in May 1974. With the 
increase in the tempo of arri¬ 
vals of new wheat, the prices 
receded somewhat during June 
1974; the wheat index falling 
from 356.1 in May to 347.1 in 
June showing thereby a dec¬ 
line of 2.5 per cent. Thereafter, 
the wheat index showed an 
erratic movement but touched 
its peak level of 406,9 in Sep¬ 
tember 1974. 

With the improvement in 
the availability of kharif 
cereals and good rains recei¬ 
ved in most parts of the 
country in the second fort¬ 
night of September and during 
October 1974, the wheat index 
dropped to 392.2 in November 
1974; the extent of fall being 
3.6 per cent. However, in 
December 1974 wheat prices 
again showed a firm trend and 
the wheat index moved up to 
402.3 registering a rise of 2.6 
per cent. 


Among the coarse cereals, 
prices of jowar, bajra and 
maize registered a further rise 
during 1974 and their indices 
remained considerably higher 
than those in the preceding 
year. 

The all-India index for pul¬ 
ses, which had shown some dec¬ 
line during December 1973 
when it stood at 430, recorded 
a continuous rise during 
January-March 1974. Some 
fall in prices was witnessed in 
April 1974 following arrivals 
of rabi pulses. Thereafter, the 
pulses index showed a conti¬ 
nuous rise reaching a new high 
of 562.8 in November 1974. 

Between April and November 
1974, the pulses index regis¬ 
tered a rise of 25.1 per cent 
as against a rise of 21.9 per 
cent recorded during the cor¬ 
responding period of the pre¬ 
ceding year. The prices of 
pulses cased during December 

1974. The average pulses in¬ 
dex for 1974 at 494 was higher 
than the previous year’s ave¬ 
rage of 387 by 27.6 per cent. 

The cereal index registered 
some rise during January 

1975. However, it showed a 


Tabu: II 

All-India Index Numbers of Wholesale 
(Base: 1961 62 -100) 


Prices 


Month 

Cereals 


Pulses 


1972 

1973 

1974 

1972 

1973 

1974 

January 

205 

236 

286 

295 

344 

437 

February 

206 

243 

293 

292 

345 

443 

March 

209 

244 

304 

286 

361 

455 

April 

' 209 

242 

327 

279 

360 

450 

May 

211 

248 

35! 

282 

374 

459 

June 

217 

254 

357 

311 

377 

459 

July 

225 

262 

372 

323 

411 

479 

August 

234 

269 

391 

332 

405 

509 

September 

236 

266 

411 

330 

393 

554 

October 

236 

267 

404 

338 

411 

565 

November 

231 

279 

385 

355 

439 

563 

December 

228 

278 

376 

357 

430 

559 

Annual 







average 

221 

257 

355 

315 

387 

494 
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fall of about 1.8 per cent bet¬ 
ween February 1, and the 
middle of March 1975. The 
wheat index had also risen 
during January 1975. The 
fall in the wheat index started 
from the beginning of Feb¬ 
ruary and continued thereafter. 
Between early February and 
middle of March, the wheat 
index declined by 4.6 per cent. 
The index for rice moved up 


mid-March 1975. Prices of 
other kharif cereals, namely, 
jowar, bajra, maize and ragi 
eased from the middle of 
February, 1975. Prices of pul¬ 
ses which had started declin¬ 
ing from December 1974 con¬ 
tinued to show a fall during 
January-mid-March 1975. 

The all-India monthly ave- 
B III I 


Procurement of Rice 
(including paddy in terms of rice) 

(In ’000 tonnes) 



1972-73 

(Nov.-Oct) 1973-74 (Nov-Oct.) 

Dullv ** 

Total 

quantity 

procured 

Quantity 

delivered 

to 

Central 

Pool 

Total 

quantity 

procured 

Quantity 

delivered/ 

offered 

to 

Central 

Pool 

Andhra Pradesh 

326 

113 

696 

410 

Assam 

89 

Neg. 

112 

— 

Bihar 

56 

10 

57 

— 

Gujarat 

6 

— 

18 

— 

Haryana* 

277 

258 

417 

362 

Jammu and 
Kashmir* 

25 

■ 

39 

__ 

Karnataka 

51 

— 

98 

— 

Kerala 

57 

— 

44 

— 

Madhya Pradesh 

243 

103 

208 

40 

Maharashtra 

66 

— 

161 

— 

Orissa 

209 

75 

214 

21 

Punjab* 

754 

738 

943 

899 

Tamil Nadu* 

131 

104 

272 

50 

Uttar Pradesh 

227 

50 

429 

195 

West Bengal 

176 


159 

— 

Goa, Daman & Diu 

i 1 

-- 

3 

— 1 

Manipur 

2 

— 

— 

— 

Tripura 

1 

— 

— 

■ 

Pondicherry * 

9 

— 

11 

— 

Others 

— 

— 

5 

— 

Total 

,:<y 

2706 

1451 

3886 

1977 


•Marketing season in Haryana, Punjab ,Tamil Nadu and 
Pondicherry is from October to September and in Jammu & 
Kashmir from October 16, to October 15. Neg.—Below 500 
tonnes. 


sale prices of cereals and 
pulses from 1972 to 1974 are 
given in Table II. 

The shrinkage in market 
availability and the conse¬ 
quent rise in open market 
prices of fcxJ grains increased 
the pressure of consumers’ de¬ 
mand on the public distribu¬ 
tion system. Vigorous efforts 
were made to maximise pro¬ 
curement both in the surplus 
and deficit states with the ob¬ 
jective of meeting the require¬ 
ments of the public distribu¬ 
tion system. Total procure- 


1973-74 crop nas seen esti¬ 
mated at about 63 lakh tonnes 


as against the previous year’s 
level of about 76 lakh tonnes. 


Procurement of rice (includ¬ 
ing paddy in terms of rice) 
during the 1973-74 marketing 
season was about 38.86 lakh 
tonnes as compared to 27.06 
lakh tonnes in the previous 
season. Of the total quantity 
of 38.86 lakh tonnes, about 
19.77 lakh tonnes were contri¬ 
buted to Central Pool. State- 
wise procurement of rice (in¬ 
cluding paddy in terms of rice) 


Table IV 

Procurement of Wheat 


(In ’000 tonnes) 


State 

1973-74 (April-Mar) 

1974-75 

(April-Ma 
Mar) 

Total 

quantity 

procured 

Quantity 

delivered 

to 

Central 

Pool 

Total 

quantity 

procured 

Quantity 

delivered 

to 

Central 

Pool 

Assam 

1 

— 

— 

— 

Bihar 

50 

50 

— 

— 

Gujarat 

Neg. 

— 

21 

— 

Haryana 

586 

575 

249 

214 

Himachal Pradesh 

2 

— 

— 

— 

Jammu & Kashmir 19 

— 

— 

— 

Madhya Pradesh 

192 

192 

124 

9 

Maharashtra 

u 

it 

20 

— 

Punjab 

2708 

2515 

1051 

831 

Rajasthan 

146 

146 

127 

127 

Uttar Pradesh 

816 

816 273+42* 

273 

West Bengal 

Neg. 

Neg. 

Neg. 

— 

Chandigarh 

Neg. 

Neg. 

Neg. 

— 

Delhi 

Neg. 

Neg. 

Neg. 

— 

Others 

— 

— 

11 

—- 

Total 

4531 

4305 

1918 

1454 


’Seized by UP Government under de-hoard ing Scheme. 
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and the quantity offered/de¬ 
livered to Central Pool during 
1972*73 and 1973-74 are given 
in Table 01. 

As compared to a quantity 
Of 45.31 lakh tonnes of wheat 
procured during the previous 
season, total procurement by 
government agencies during 
the 1974-75 marketing season 
was about 19.18 lakh tonnes; 
additionally, a quantity of 
13.78 lakh tonnes was retained 
by the trade after the dis¬ 
charge of their levy obligation 
for disposal through normal 
trade channels. Quantities de¬ 
livered to the Central pool 
during the marketing season 
of 1974-75 amounted to about 
14.54 lakh tonnes as against 
43.05 lakh tonnes delivered 
during 1973-74 season. State- 
wise purchases of wheat and 
quantities delivered to Central 
Pool during the marketing 
seasons 1973-74 and 1974-75 
arc given in Table IV. 

The procurement of coarse 
kharif cereals during the 1973- 
74 marketing season was 3.88 
lakh tonnes as compared to 
3.11 lakh tonnes in the previ¬ 
ous season. The quantity of 
kharif coarse cereals delivered 
to the Central Pool during 
1973-74 was 1.01 lakh tonnes 
as against 1.99 lakh tonnes 
during 1972-73. Total procure¬ 
ment of different coarse ce¬ 
reals, and the quantities de¬ 
livered to Central Pool during 
1972-73 and 1973-74 mar¬ 


keting seasons are given in 
Table V. 

For the current kharif sea¬ 
son 1974-75, upto the middle 
of March, 1975, about 31.24 
lakh tonnes of kharif cereals 
were procured of which 10.10 
lakh tonnes have been deli¬ 
vered to the Central Pool. 
Grain-wise figures of procure¬ 
ment of different kharif cereals 
and quantities delivered to the 
Central Pool during 1974-75 
marketing season are given in 
Table VI. 


Table VI 

Procurement of Kharif Grains 
1974-75 (opto mid-March 
1974) 

(In '000tonnes) 


Grain Total Delivered 
quantity to 
procured Central 
Pool 


Rice 2,902 1,001 

Jowar 182 

Bajra 9 

Maize 3! 9 


Total 3,124 1,010 


The following systems of 
procurement were adopted by 


the state governments: 

(i) Monopoly purchase-cum- 
compulsory procurement 

(ii) Graded levy on produ¬ 
cers 

(iii) Levy on millers/dealers 

(iv) Requisitioning of stocks 

(v) Open market purchases. 

Monopoly Purchase 

The system of monopoly 
purchase-cum-compulsory pro¬ 
curement of paddy and rice 
was continued in Maharashtra. 

In addition, open market pur¬ 
chases were also made by the 
cooperatives. In Andhra Pra¬ 
desh, Bihar and Madhya Pra¬ 
desh, a levy on millers/dealers 
was combined with a levy on 
producers. In Gujarat and 
Kerala the system of levy on 
producers was continued. In 
Assam, a levy on rice millers 
was introduced at the beginn¬ 
ing of 1974-75 kharif season. 

In Karnataka and Tamil Nadu 
a levy on producers was com¬ 
bined with levy on traders. In 
Orissa, the system ofmonopol) 
purchase was replaced at the 
beginning of 1974-75 khaiif 
season by a levy on producers 
and millers including hul- 
lers. 

In Haryana. Punjab and UP, 
the system of levy on millers/ 
dealers was continued. In 
Rajasthan, a levy on prod ucers 
was introduced at the beginn¬ 
ing of the 1974-75 kharif season. 
In West Bengal, a levy on pro¬ 
ducers was combined with 
levy on rice mills including 
huilers. In Andhra Pradesh, 
Bihar, Kerala, Madhya Pra¬ 
desh, Tamil Nadu and West 
Bengal, the state governments 
also took powers to requisi¬ 
tion stocks of paddy/rice 
from stock-holders. 

in regard to wheat, in the 
surplus states of Punjab, 
Haryana, Madhya Pradesh, 
Rajasthan and Ut,tar Pradesh, 
a 50 per cent levy on the pur¬ 
chases of wheat by licensed 
dealers in the regulated mar¬ 
kets/specified purchase centres 
was imposed at the beginning 
of the 1974-75 rabi season. In 
Maharashtra, wheat was pro¬ 
cured under the state govern¬ 
ment’s monopoly purchase- 


cum-compulsory procurement 
scheme as also through open 
market purchases by the co¬ 
operatives. In Madhya Pra¬ 
desh, the state government 
had also taken powers to re¬ 
quisition stocks of wheat from 
stock-holders including agri¬ 
culturists. A levy on prod ucers 
of wheat was introduced in 
Bihar in May. 1974 and Ra¬ 
jasthan in June, 1974. 

In respect of coarse cereals, 
a levy on producers of bajra 
was imposed in Gujarat at the 
beginning of the 1974-75 kharif 
season; the traders levy in 
respect of bajra was disconti¬ 
nued. In Madhya Pradesh, a 
levy on producers of bajra 
and jowar was combined with 
a 25 per cent levy on licensed 
dealers. In this state, a 25 per 
cent levy was also imposed on 
licensed dealers in maize. In 
Maharashtra, a levy on pro¬ 
ducers of bajra and nagli was 
imposed. In this state, a levy 
on producers of jowar was 
continued with a 30 per cent 
levy on dealers. Procurement 
was also made through open 
market purchasers of jowar by 
the co-operatives. 

New Items 

In Rajasthan, the levy on 
producers of bajra and maize 
was discontinued. However, a 
levy on producers of jowar was 
imposed in this state. In Kar¬ 
nataka, a levy on producers of 
jowar and ragi was imposed. 
In UP, a 50 per cent levy was 
imposed on licensed dealers in 
bajra, jowar and maize. In 
Tamil Nadu, a levy on pro¬ 
ducers of cholum, cumbu and 
ragi was imposed. A levy upto 
50 per cent on the quantities 
of ragi, cumbu. cholum and 
maize exported by dealers was 
also imposed. 

Minimum support prices are 
in the nature of a long-term 
guarantee to the producers so 
that in the event of a glut in 
the market consequent on ex¬ 
cessive increase in production 
or for any other reason, prices 
are not allowed to fall below 
the minimum economic levels. 
These prices are generally an¬ 
nounced before the start of 
the sowing season. In 1973-74. 
the minimum support prices 


Table V 

Procurement of Kharif Coarse Grains 

(In ’000 tonnes) 


1972-73 (Nov-Oct) 1973-74 (Nov-Oct) 


Coarse Kharif 
Grains 

Total 

quantity 

procured 

Quantity 

delivered 

to 

Central 

Pool 

Total 

quantity 

procured 

Quantity 

delivered 

to 

Central 

Pool 

Jowar 

161 

97 

152 

l 

Bajra 

29 

2 

, 139 

38 

Maize 

121 

100 

97 

62 

Total 

311 

199 

388 

101 


EASTERN ECONOMIST 


47 


JULY 4, 1975 







for kharif cereals were subs¬ 
tantially raised and fixed at 
levels higher than the previ¬ 
ous year’s procurement prices. 

Minimum support prices for 
standard variety of paddy, 
jowar and maize were fixed at 
Rs 63 per quintal, for bajra 
at Rs 65 per quintal and of 
ragi at Rs 62 per quintal. The 


government also fixed, for 
the first time, the minimum 
support price for kodan and 
kutki, i.e. small millets grown 
in tribal areas, at Rs 55 per 
quintal. The minimum sup¬ 
port prices for wheat, which 
had not been announced since 
1968-69, were announced for 
1974-75 marketing season be¬ 
fore the sowing of the crop. 


Table VII 

Procurement Prices of Foodgrain 

(Rs per quintal) 


These were fixed at Rs 80 per 
quintal for indigenous red 
variety and Rs 85 per quintal 
for Mexican and indigenous 
common white varieties. 

The government decided not 
to announce the minimum 
support prices for kharif ce¬ 
reals for 1974-75 season and 
for wheat for 1975-76 season 
in view of the policy of pur¬ 
chasing all the quantities 
offered for sale at procure¬ 
ment prices which are higher 
than the minimum support 
prices. 


Crop 

1973-74 

1974-75 


Paddy 

70.00 (Standard 

74.00 (Coarse 


variety) 

variety) 

Rice 

98.00 to 

104.00 to 



119.00 -do- 

125.00 • 

•do- 

Jowar 

70.00 

74.00 


Bajra 

72.00 

74.00 


Maize 

70.00 

74.00 


Ragi 

70.00 

74.00 


Kodon & Kutki 
Wheat 

60.00 

Not fixed. 


Indigenous red 
Common white/ 
Mexican 

71.00 to 74.00 ■ 

76.00 j 

105.00 

> for all varieties. 

Superior 

82.00 J 

! 



Table Vlll 




Imports of Foodgrains 




(Lakh tonnes) 

Year Country of 

Wheat Rice 

Mila 

Total 

origin 




1974 Argetina 

0.83 

4.07 

4.90 

Australia 

1.70 


1.70 

Canada 

2.57 

— 

2.57 

USA 

19.17 

• 2.64 

21.81 

USSR 

17.76 - 

— 

17.76 

Total 

42.03 

6.71 

48.74 

1973 

24.14 - 

12.00 

36.14 

1972 

3.14 1.31 

— 

4.45 


Procurement prices are 
meant essentially for the pur¬ 
chase of quantities needed by 
the Government for mataining 
the public distribution sys¬ 
tem and for building up buffer 
stocks. For the rabi market¬ 
ing season 1974-75, the go¬ 
vernment fixed the procure¬ 
ment price of wheat at Rs 105 
per quintal for FAQ grade of 
all varieties. 

In the case of kharif cereals, 
the recommendations of the 
Agricultural Prices Commis¬ 
sion and the views expressed 
by the chief ministers in the 
Conference of Chief Ministers 
held on the September 14, 
1974 were carefully considered 
by the government. The pro¬ 
curement price of coarse va¬ 
riety of paddy was fixed at 
Rs 74 per quintal uniformly 
throughout the country. The 
procurement prices of jowar, 
maize, bajra and ragi were 
also fined at Rs 74 per 
quintal. 

The procurement prices of 
different foodgrains fixed for 
1973-74 and 1974-75 market¬ 
ing seasons are given in Table 

VII. 

During 1974, total imports 
of foodgrains into India 
amounted to 48.74 lakh tonnes 
as against 36.14 lakh tonnes in 
1973 and 4.45 lakh tonnes in 
1972. Grain-wise details of 
foodgrains imported from 
different countries during 1974 
and total imports during 1973 
and 1972 are given in Table 

VIII. 

Imports of foodgrains from^ 


Argentina ana usa were made 
commercially. Imports from 
Australia and Canada wore 
parly on commercial basis and 
partly as ‘aid’. From USSR, 
imports were made on a loan 
basis under an agreement sign¬ 
ed on October 12, 1973, for 
the supply of two million 
tonnes of wheat. 

A quantity of about 42 
thousand tonnes of basmati 
rice was exported upto the end 
of 1974. Besides, a quota of 
five thousand tonnes of pulses 
was fixed for export during 
1974-75 against which a quan¬ 
tity of 3.4 thousand tonnes of 
pulses were exported upto the 
endof!974. 


NOTICE 

The Gwalior Rayon Silk 
Mfg. (Wvg.)Co. Ltd. 

Registered Office 

Skiagram, Nagda (W.P.) 

Notice is hereby given that 
the Registers of Members and 
Transfer Books of the Equity 
and Preference Shares Series ‘A’ 
& ‘C’ will remain closed from 
Tuesday the 22nd July, 1975 
to Monday the 18th August, 
1975 (both days inclusive) 
for the purposes of payment of 
dividend on 1,05,60,000 Equity 
Shares and 1,48,275 Preference 
Shares Scries 4 A’ and 2,00,000 
Preference Shares Series ‘C in 
the Company. 

The dividend on Equity and 
Preference Shares Series ‘A’ 
& ‘C when sanctioned by the 
Shareholders will be made 
payable to those Shareholders, 
whose names stand on the 
Registers of Members of the 
Company as on 18th August, 
1975 as under:— 

(i) Dividend on Preference 
Shares Series ‘A’ & *C on or 
after 23rd August, 1975. 

(ii) Dividend on Equity 
Shares on or after 5th Septem¬ 
ber, 1975. 

By Order of the Board 
B.N. PURANMALKA 
Secretary 

Birlagram, Nagda 
Dated: 27th June, J975. 
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DATING 

DATING 

DATING 

any where... any season. 
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COTTON 

SHIRTING 
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WOOLLEN FEEL 


CENTURY - for 100% cotton textiles 
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TK CENTIMV SPG. i MFfi. CO. ITO 
BOM MV 25 00 
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IM AMY SCRIPT YOU ORDER: 


ATUL ENSURES GQ0DS OF 
PROVEN INTERNATIONAL QUALITY 

FOR A FULL RANGE OF DIRECT ft ACID DYES, 

TULATHOLS & TULABA8E8, SULPHUR BLACK 
8WETAK AND DYES INTERMgptATBS; AS ALSO 
CHEMICALS, PHARMACEUTICAL INTERMEDIATES 
AND PHARMACEUTICALS T 


PLEASE CONTACT- 
SALES DEPART m E N T 

ATUL PRODUCTS LIMITED 

P. O. ATUL, DIS C . BULBAR (GUJARAT 








Isn’t it tme you were 

seen In one? 


How long have 
you been telling yourself, 
if not everyone else, 
that Gwalior Suiting is 
your sort of Suiting? 

Consider your reasons for 
holding back. 

Satisfaction with your 
present suitings? 

This feeling might well 
disappear once you wear 
Gwalior Suiting. The cost? 

Most unlikely. We should 
think Gwalior Suiting's 
outstanding value for money 
is legendary, and in its class, 
probably unique. Or do you 
feel somehow that the reality of 
Gwalior can never match the 
impressions you have cherished 
over the years? Rest assured. 

There is nothing like Gwalior Suiting 
The combination of superb 
finish and excellent designing will live up to 
your highest expectations, and in all probability, 
comfortably exceed them. 

You know you can see yourself in Gwalior Suiting 
Isn't it time to stop reflecting? 



GWALIOR 
SUITING 

Best value for your money 



LOOK FOR THE GWALIOR SUITING MARK WOVEN ON THE SELVEDGES 
WHICH IS YOUR GUARANTEE OF GENUINE FABRICS 

THE GWALIOR RAYON SILK MFC. (WVG.) CO. LTD. BIRLANAGAR - GWALIOR 
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Making hay 

Thf central government has banned "ragging” 
in colleges all over the country. 

It should follow up the good work and pro¬ 
hibit : 

defecating on municipal or other public land 
pending the socialization of private urban or urbani- 
zablc land; 

farting in company of more than live persons; 

employees of LfC and nationalized banks munch¬ 
ing a amosas , r atlas and masala Jos as wh tie i n t h e i r 
seats during working hours; 

newspapers carrying more advertisements than 
news; 

shopkeepers charging less than the prices fixed 
by the super bazaars; 

slock brokers dealing in shares or quotations 
below par values; and 

industrialists minding other people’s business. 

— Editor 
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Flush with funds 


The agreeably surprising disclosure has 
been made by the World Bank, after the 
recent meeting of the Aid India Consor¬ 
tium atTaris for considering commitments 
for 1975-76, that pledged aid in 1974-75 
was as much as $1865 million against the 
earlier commitment of $1400 million. 
This commitment itself was 30 per cent 
in excess of gross aid provided in 1973- 
74. The earlier low level was of course 
due to the wrangle over debt relief nego¬ 
tiations and suspension of aid by the USA. 
With a low level of Plan expenditure and 
a fairly comfortable position in respect of 
foreign trade, the servicing of foreign 
obligations and the bridging of trade 
gaps did not create any serious problems 
in 1973-74. It was also not necessary to 
borrow from the International Monetary 
Fund or other sources for meeting balance 
of payments deficits. 

In the past year however there 
were many confusing trends and the 
government of India was unable to 
assess clearly the significance of many 
new developments. With a gaping deficit 
in food availability, continuing power 
shortage, a serious shortfall in fertiliser 
production and skyrocketting of prices 
in international markets for fertilisers, 
non-ferrous metals and chemicals, many 
hurried decisions were taken and it was 
not possible to keep track of expendi¬ 
ture on maintenance imports and Plan 
schemes. This confusion should not 
have arisen as adequate care had been 
taken to build up foreign exchange 
reserves by utilising the credits from the 
International Monetary Fund, Iran and 
Iraq. 

It must have also been clear to the 
union Finance ministry that aid from 
various sources was flowing in steadily 
and there was no need for panic at any 
stage. The compulsion to import large 
quantities of foodgrains has no doubt 
tesulted in heavy expenditure especially 
as the bulk of foodgrains was secured 
On a commercial basis. There was also 
thfe complication arising out of costly 
imports of crude and petroleum pro¬ 


ducts. But these heavy commitments 
could not have had a disturbing effect as 
the increase in aid availability by $465 
million was a great advantage and the 
oil facility was also available from the 
International Monetary Fund. 

The mistake has arisen on account of 
the inexpert handling of purchases of 
non-ferrous metals, steel, fertilisers and 
chemicals. As there was buying at the 
wrong moments and the estimates about 
consumption also were highly exaggerated 
there was less emphasis on Plan imple¬ 
mentation and undue hurry for acquir¬ 
ing imports of particular items far in 
excess of the immediate needs. In retros¬ 
pect, it can be said that easy availability 
of foreign exchange resources has been a 
disadvantage while undue worry about 
the trade maintenance imports pushed 
Plan schemes into the background. In 
the absence of uptodate balance of pay¬ 
ments data it is difficult to say how trade 
transactions and the servicing of foreign 
obligations affected calculations. How¬ 
ever, a rough idea can be formed of aid 
utilisation and how the trade gap was 
bridged. 

The foreign balances held by the 
Reserve Bank in its Issue and Banking 
Departments have recorded an increase 
of Rs 207.64 crores between February 
15, 1974 and June 20, 1975. However, 
there was a net decline in these balances 
by Rs 331 crores as aid from the Inter¬ 
national Monetary Fund was obtained 
during this period on various counts of 
Rs .538 crores. If aid provided by the 
Consortium and from other sources are 
taken into account, the gap of about 
Rs 1100 crores on trade account in 1974- 
75 in the servicing of foreign obligations 
of about Rs 600 crores* could be met 
without much difficulty. Aid ultilisation 
alone was Rs 1064 crores ($1330 
million) out of the assistance provided 
by the Consortium. The special credits 
from Iraq and Iran and from the east 
European bloc must have also been 
sizeable. 

The question arises at this stage why 


the government failed to utilise Bally the 
aid available in 1574-75 when the loans 
provided by the consortium were on soft 
terms. It has of course been hinted that 
there was some difficulty in utilising 
project and non-project aid and it has 
been suggested to the World Bank that 
the element of non-project aid should be 
increased in 1975-76 and facilities also 
made for easier absorption apart from 
amortising new loans on a softer basis. 
The explanation has also been given that 
the unspent portion of last year's com¬ 
mitment was due to slower Plan imple¬ 
mentation and with a better grip over 
inflationery pressures there can be a 
speeding up of Plan expenditure in the 
current financial year. There is clearly 
need for a change in the technique of 
using Plan allocations and implementing 
continuing and new schemes. For with¬ 
out brisker execution of power projects 
and irrigation schemes, the weaknesses 
of the economy cannot be eliminated. 
The World Bank seems to recognise the 
need for stepping up Plan outlay and it 
is also appreciative of the significant 
slowing down in the rate of inflation to 
7 per cent from 28 per cent annually. 

While it can be expected that the 
tempo of Plan implementation will be 
raised what is really intriguing is the 
inability to locate financial resources in 
order to utilise available foreign aid. 
The Consortium has agreed tentatively 
that aggregate aid for 1975-76 may be 
in the region of $1775 million. The 
figure may be even higher at $1900 million 
as the USA will be extending fairly large 
aid. There will also be the advantage 
of grants provided by Britain involving 
no repayment obligation. 

Taking into consideration last year's 
unspentaid and the pledges made for 1975- 
76, the government will be in a position 
to command additionally one billion 
dollars in the current year. This should 
be helpful in avoiding fresh b orrowing 
from the International Monetary Fund 
and other sources. If for any reason the 
trade gap for the current year proved to 
be less intractable the union Finance 
ministry will be actually having more 
foreign exchange resources at its disposal 
than immediately required for financing 
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* | maintenance imports, and it can easily 
be stated that imports other than food- 
grains and crude oil can be reduced by 
' Rs 400 crores because of lower prices 
and the scope that exists for pruning the 
quantum of imports. If food purchases 
on a commercial b$sis too can be pruned 
by two million tonnes, there can easily 
be a saving of Rs 650 crores, reducing the 
"trade gap to Rs 350-400 crores even 
with the maintenance of exports at the 
pfcvious level. 

It has to be examined therefore how 
I'W extra one billion dollars or Rs 800 
crores in foreign exchange can be used 
for Plan purposes. Some projects like 
those in the public and joint sectors 
resulting in the creation of additional 
capacity for producing fertilisers and 
increasing the capability for power gene- 
lion can be readily implemented. But 


there are many other schemes which are 
held up due to the paucity of rupee 
resources while in other directions the 
foreign exchange content, as in the case 
of manufacture of heavy electrical equip¬ 
ment, can be met with the use of aid 
intelligently. What is needed is a careful 
reappraisal of the whole situation and 
a reallocation of resources for Plan 
purposes. If the inflationary effect of a 
higher level of Plan expenditure in some 
directions can be offset by an increase 
in imports of the desired types and a 
higher level of industrial and agricul¬ 
tural production, the second year of the 
fifth Plan can prove to be a turning 
point for the Indian economy. Much 
depends on how the union Finance 
ministry and the Planning Commission go 
about their task and how ample foreign 
aid is fruitfully and expeditiously 
utilised. 



Strategy for backward areas 


Tm i 'mon ministry of Industry and 
Civil Supplies has announced its decision 
to set up a corporation in the central 
sector to deal specifically with the deve¬ 
lopment of industries in the areas identi- 
licvl as backward. This problem has been 


* 


$i\en a great deal of attention in the 
ast five years both by the government 
of India and by the state governments 
Jbut not much progress has been made in 
this direction. Only a few industries have 
atonic up in some of the backward areas 
land it is not clear how many of them 
1 ive been working properly. The 
government’s approach to the develop¬ 
ment of backward areas has been half¬ 
hearted. The annual report of the 
union ministry of Industry and Civil 
Supplies for 1974-75 has observed that 
monetary incentives alone are insuffi¬ 
cient for bringing about a major break- 
hrough in the industrialisation of back- 

t ard areas’*. It adds that “a compre- 
ensive view of the problem of back¬ 
wardness needs to be taken**. But should 
t fetich a view have been taken much 
rlier? How does the ministry expect 
at the formation of a central corpora- 
ion will really help to speed up the in- 
ustriai development of the backward 


areas when the availability of infra¬ 
structural facilities in most states con¬ 
tinues to be utterly inadequate? 

The government has so far demarcat¬ 
ed 232 districts as backward and various 
types of incentives and facilities arc 
being given to the industries set up in 
these areas. But there do not appear 
to be clear criteria for conferring these 
benefits. Credit on concessional terms 
from financial institutions is given to the 
industries in these areas. But only 95 
out of these districts arc eligible for get¬ 
ting the subsidy of 15 per cent of the 
capital investment. A subsidy of 50 per 
cent on the transport costs of raw mate¬ 
rials and finished products is available* 
only in some backward areas notified 
for this purpose. The present strategy 
needs to be reconsidered with a view to 
extending these benefits to a larger num¬ 
ber of backward districts. So far, only 
a few districts have taken advantage of 
these incentives. Only Rs 1.25 crores 
have becr\ reimbursed up to October 
1974 to the state governments/eorpora- 
tions towards the subsidy paid .by them 
compared to nearly Rs 60 lakhs during 
1973-74. 

The latest annual report of the minis¬ 


try of Industry and Civil Supplies re¬ 
veals that the amount of financial as¬ 
sistance sanctioned by the Industrial 
Development Bank of India, the Indus¬ 
trial Finance Corporation of India, and 
the Industrial Credit and Investment 
Corporation of India to industrial pro¬ 
jects in the identified backward areas 
increased from Rs 68.03 crores in 1971-72 
toRs 96.53 crores in 1973-74. It says 
that the Industrial Development Bank 
of India has completed techno-economic 
surveys of all the backward states and 
union territories and that 48 projects, 
identified by the Industrial Development 
Bank of India with the assistance of 
other financial institutions, are under 
implementation. 

The number of industrial licences 
issued for starting industries in 
the backward areas increased from 
76 in 1971 to 237 in the first ten 
months of 1974. These statistics may 
seem impressive. But, in reality, many 
units set up in the backward areas have 
been unable to operate smoothly due to 
the procedural delays and difficulties in 
getting financial assistance and the ab¬ 
sence of power and other essential facili¬ 
ties. Infrastructure corporations have 
been established in some states such as 
Andhra Pradesh, Uttar Pradesh and 
West Bengal but these do not seem to 
be working with a sense of urgency 
either due to the lack of financial resour¬ 
ces or other impediments. The back¬ 
ward areas need to be provided not only 
with adequate power at concessional 
rates but also transport, communications, 
housing, and other facilities. 

West Bengal provides a conspicuous 
example of a state where the develop¬ 
ment of backward areas is being attempt¬ 
ed in an indifferent and piecemeal man¬ 
ner. In this state out of 16 districts as 
many as 13 have been identified as back¬ 
ward. Only Calcutta, Howrah and the 
24-Parganas are considered to be deve¬ 
loped. But at first only one district, 
Purulia, was eligible for the central sub¬ 
sidy of 10 per cent. Later, this subsidy 
was extended to two more districts, 
Midnapore and Nadia. At present, while 
some units are entitled to a subsidy of 
10 per cent of the capital investment, 
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others can claim upto 15 per cent. It is 
not dear why such distinctions are made 
when most districts are equally backward. 
Moreover* the incentive schemes of the 
West Bengal government until recently 
were implemented on an annual basis 
with the result that a great deal of un¬ 
certainty was created among entrepre¬ 
neurs. Now the government has deci¬ 
ded to continue the scheme for three 
years from April l, 1975. 

The state government has recently 
made the following claim in regard 
to the progress in developing the 
backward areas: “In the total number 
of industrial licences and letters of 
intent issued for location in the 
state of West Bengal, the share of the 
backward districts in the state rose to 
52 per cent in 1974 from 40 per cent in 
1973, 33 per cent in 1972 and 22.7 per 
cent in 1971. In terms of investment 
and new employment, projects approved 
in 1974 for location in the private 
sector in the backward districts of West 
Bengal are substantially higher than 
those approved in the years 1973,1972 
and 1971. The share of backward dis¬ 
tricts in the letters of intent issued in 1974 


was reported to be highest in West 
Bengal”. Although the government of 
West Bengal may take pride in having re¬ 
ceived the highest number of letters of 
intent for its backward districts, it is 
well known that few of the schemes have 
materialised due to the lack of power 
and other essential facilities. 

It is therefore necessary that the 
government of India and the state 
governments should adopt more effec¬ 
tive measures for the industrialisation of 
backward areas. The government of 
India has set apart Rs 10 crores for sub¬ 
sidy for promoting industries in the 
backward areas for the period 1974-79. 
Besides, the fifth Plan has provided 
Rs 35 crores for developing these areas. 
The scope for setting up industries in 
these areas is, of course, considerable but 
swift and substantial progress can be 
made only if the attempt, is made in a 
coordinated manner. It is also necessary 
to emphasise that the government's 
policies in regard to taxation, labour 
legislation, and export-import also 
should be truly growth-oriented in order 
to have a favourable impact on the deve¬ 
lopment of the backward areas. 


TDA: middle name is 'dynamic' 


The increase in the exports assisted by 
the Trade Development Authority (TDA) 
from Rs 45.3 crores in 1973-74 to 
Rs 64.86 crores last year may not look 
impressive in the context of our total 
exports and also in view of the fact that 
the global inflationary tendencies were a 
significantly helpful factor in pushing up 
these exports. Yet the performance of 
this public sector undertaking during* 
the last year in particular and since its 
inception slightly over five years ago in 
general cannot be belittled. The TDA is 
not a trading organisation as such; Us 
role is promotional. To judge its per¬ 
formance, therefore, what has to be ap¬ 
preciated is the work done by it as an 
infrastructural institution. 

The TDA was established to foster 
primarily the exports from the small 
and medium-scale sectors of our 
industrial economy. This task is being 
. performed by it quite commendably. 


Out of the last year’s exports of Rs 64.86 
crores 53 per cent were those of the pro¬ 
ducts of the small-scale sector and 36 
per cent of the products of the medium- 
scale units. These, of course, did not con¬ 
stitute the entire exports of these two 
sectors. The exports of the products 
which form an ingredient part of the 
production of the large industrial units 
as well as those of the small units which 
are not included in the clientele of the 
TDA arc not counted in the above 
figures. 

With the passage of time and through 
concerted efforts, the TDA has been 
able to establish the small and medium- 
scale manufacturing units in the export 
field of a wide variety of products. They 
now belong to as many as 22 categories 
of production—electrical equipment and 
components; sewing machines and corah 
ponents; bicycles and components; auto- 
mobile industries; industrial fast tiers; 


ferrous castings and forgings for indu 
trial applications; stainless steel cutlery 
thermo plastic and thermo setting plan 
tic goods; small tools and hand tools 
instruments for industrial laboratory, 
hospital and educational use;diesel em 
gines upto 30 HP and parts; storage 
and dry cell batteries; domestic electri¬ 
cal appliances and accessories; processed 
fruits, juices and vegetable products: 
wooden furniture; leather goods and 
garments; sports good; builders’hadd-j 
ware; consumer goods such as ready-made 
garments, home-furnishing and made- 
ups, knitwear (cotton/wooilen/acryliq), i 
fancy lights and Christmas and other 
decorative light sets; handicrafts such as 
imitation jewellery, toys, art metalware 
and wooden decorative articles; agarbat- 
tis and fancing components. 

All through its existence, the TDA 
has been adding new items ;o the export 
list every year. Last year, the new ad¬ 
ditions to this list were bicycles ami 
components, diesel engines and their 
components, storage and dry cell butte¬ 
ries and domestic electrical appliance^ 
and accessories. A wider variety oi 
electronics and scientific instruments tor 
were exported last year. Significant!) 
enough, the TDA is concentrating on 
fostering the exports of only those pro-, 
ducts of the small and medium 
industrial units which are the m 
difficult to sell in the developed coun¬ 
tries. Not only the list of export items 
is being gradually enlarged, but also the 
TDA is trying to penetrate all the deve¬ 
loped countries. It was able to assist 
exports for the first time last year to 
Australia and New Zealand. • 

The basic strategy adopted by the 
TDA to foster exports of the small and 
medium-scale* industrial units, indeed, is 
sound. It has three dimensions. In the 
interest of deriving immediate benefits 
for the country, the TDA has been try¬ 
ing to identify the products which can 
be sold in the world markets with little 
or no adjustments on the supply size. 
The second prong of the strategy, for thO 
medium-term period, is to mobilise^^ 
existing facilities for product adapter 
to suit the requirements ^the overseas 
markets. In the Jong-teftn Interests, the 
third dimension of the strategy is to 
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develop new products and create ad¬ 
ditional manufacturing capacities either 
through expansion of the existing units 
.or setting up of new units. Over the 
five years of its operations, the TDA, 
under its long-term programme, has al¬ 
ready undertaken as many as 102 projects 
which involve creation and expansion of 
capacity with a dominant export- 
orientation. Some of the items taken up 
for production are new to the country. 
•These include luxury yachts and electro¬ 
nic instruments and components. 

Under its long-term strategy, the 
TDA is trying to attract transfer of work¬ 
ing plants/ioolings from the advanced 
countries to here in view of the mount¬ 
ing production costs abroad. Four 
working plants/toolings were transferred 
last year from West Germany, Belgium 
and Australia for the production and 
export of industrial relays, bicycle 
chains, muhispeed freewheels and cranks, 
ready-made garments and subfractional 
IIP motors. Encouraged by the export 
performance in the recent past and after 
a dc.ailcd analysis of export prospects, 
substantial export capacities are pro¬ 
posed to be created in the near future 
for electronic sub-assemblies, plain/met- 
ullised plastic film capacitors, alloy steel 
castings and forgings, semi-conductor 
devices, silver mica capacitors, cotton 
knitwear, high tensile fastners, TV pic¬ 
ture tubes, cathode ray tubes and bicycle 
chains. The productions of silver mica 
plates and components of racing bicycles 
have already been developed successfully. 
Exports of these items have started. 
They should gather a good deal of 
momentum soon. Exports of fibre glass 
yachts too are expected to commence 
shortly. 

The export of bicycles was the most 
noteworthy achievement of the TDA last 
year. For the first time, the TDA cater¬ 
ed for the requirements of such a sop¬ 
histicated market as the USA by sending 
a containerised shipment of 900 10-speed 
racing model and 10-speed, 5-speed and 
3-specd touring models. Hitherto, the 
racing bicycle market of the USA had 
been dominated by the European and 
Japanese manufacturers. Bicycle com¬ 
ponents, particularly high-speed free¬ 


wheels, have also started moving to such 
markets as the West German market. 
Among the new components developed 
are the coaster brake hubs and light 
metal cliper brakes. The quality of these 
products is said to be so impressive that 
overseas buyers have shown interest in 
booking the entire production on a long¬ 
term basis. We are also expected to 
start exporting soon, again for the first 
time, substantial numbers of manipulat¬ 
ed tubings and completely finished bicy¬ 
cle frames to West Germany on a long- 
range basis. 

In the interest of product adaptation, 
it is encouraging to note that the TDA 
is judiciously utilising its free foreign 
exchange allocations for securing sam¬ 
ples as well as tools and testing instru¬ 
ments. Samples have been secured of 
automobile ancillaries, leather goods, 
imitation jewellery, consumer electro¬ 
nics, dolls and toys, ready-made gar¬ 
ments, etc. Tools and testing instru¬ 
ments have been obtained for product 
adaptation in the fields of consumer 
electronics and equipment, automobile 
ancillaries, industrial fastners, sports 
goods, etc. The organisation has also 
been helping the small and medium- 
sized manufacturers to secure for export 
production imported raw materials under 
the advance licensing procedure. 

Another major step taken by the 
TDA relates to the establishment of ex¬ 
port processing zones and free ports in 
the country. The first export processing 
zone to be established was the Santa 
Cruz zone for the manufacture and ex¬ 
port of electronic equipment and com¬ 
ponents. Although this venture has yet 
to go into full strides as the world re¬ 
cession has told upon its growth to some 
extent by creating hesitancy on the pari 
of the prospective foreign entrepreneurs 
to set up their uni's in the zone, the pro¬ 
gress is expected to pick up in the near 
future. The establishment of two more 
export processing zones is currently at an 
advanced stage of consideration. One is 
proposed to oc established at Gurgaon, 
near Delhi, for exporting ready-made 
garments. These exports, indeed, have 
made considerable headway during the 
last three years. The other zone will be 


established at Dum Dum, near Calcutta. 
It will be a multi-product zone. The 
items to be produced here, of course, 
have yet to be finally decided upon. The 
facilities that are being offered to the 
foreign entrepreneurs in these zones are 
said to be comparable to these provided 
elsewhere in«the world. As regards free 
ports, the TDA has prepared a techno- 
economic feasibility study to set up one 
such port in the Andaman and Nicobar 
islands. 

The TDA has recently embarked upon 
still another very significant programme 
—arranging of meetings between our 
exporters and foreign buyers. One such 
meeting was arranged in London in 
October last year. The results of this 
meeting are said to have been quite 
wholesome. Two meetings are proposed 
to be held with the US buyers in New 
York and Dallas early next year. Foreign 
buyers, particularly of large * depart¬ 
mental stores, too are invited to Lidia to 
assess for themselves our export poten¬ 
tial in various goods and also to suggest 
adaptations which may be required. 

Two other tasks in which the TDA is 
engaged arc the short-term forecasting 
of our exports and inter-firm compari¬ 
sons. The former project is said to 
have proved quite helpful in re-fashion¬ 
ing the export strategies well in time; 
these forecasts identify the problem 
areas. The second project is intended 
to enable our undertakings to improve 
their efficiency, productivity and pro¬ 
fitability. 

The TDA is proceeding along the 
right lines. It has already done a good 
deal. But still a lot remains to be done. 
The free ports and the export processing 
zones need to be multiplied more ex¬ 
peditiously than has been the case hit¬ 
herto. The Kandla free trade zone was 
established years ago. The only addi¬ 
tion since then has been the Santa Cruz 
export processing zone. The range of 
products covered by the promotional 
activities of the TDA too can be en¬ 
larged significantly. Export promotion is 
a time-consuming process. The full 
results of the activities of the TDA can 
be expected to accrue only in course of 
time. 
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Capital's Corridors 


R. C. Ummat 


Power outlook 

Despite the fact that the steady im¬ 
provement in the performance of 
the thermal stations after Decem¬ 
ber last and the sizeable increase 
in hydro-electricity generation in 
nhc last few weeks, following melting of 
snow in the mountains and the onset of 
the rainy season, have enabled the state 
governments to relax restrictions on po¬ 
wer consumption in most of the areas of 
the country, the union ministry of Energy 
is not relaxing its efforts to augment po- 
*wer production as well as capacity. As 
against 1,720 MW capacity added to the 
installed capacity last year, efforts are 
being'made to raise the capacity this 
\car by another energy 2,600 MW. 

With a view to meeting the expected 
increase in power requirements in the 
medium and long ranges, the union go¬ 
vernment is also vigorously pursuing ihe 
proposal to set up four super thermal 
stations at the coal pit-heads, one each in 
the northern, eastern, southern and 
western zones. The sites selected are 
Singrauli (UP), Farakka (West Bengal), 
Neyveli (Tamil Nadu) and Korba (MP). 

World Bank aid 

These four projects and another 
super thermal station as well as 
some hydro-elcctric schemes have 
been posed to the World Bank 
lor financial assistance. Each of 
these projects is envisaged to have a 
capacity ranging from 1,200 MW to 2,000 
MW. The Farakka scheme has already 
been included in the central sector. By 
the end of the current Plan period, it is 
expected to have generation capacity to 
the extent of 200 MW. Among the hydro¬ 
electric projects, the Kishtwar scheme 
in Jammu and Kashmir has been approved 
for execution. 

Energy production this year is expected 
to go up to 84,000 million units from 
70,000 million units last year. This,, it is 


Consortium aid 

hoped, will largely meet the shortages. 

Another significant decision that has 
been taken by the union government is 
that the power from the atomic stations 
will be available to the entire regions in 
which they are located. 

In the northern region, energy availabi¬ 
lity this year, compared to the last year, 
is expected to increase by 33 per cent. 
Delhi, which includes Badarpur, will have 
an additional generation of about 1.67 
million units a day. 

reduced shortfall 

With the stabilisation of the 
first unit at Bhutinda and 
the commissioning of the second 
unit by the end of this month or 
soon thereafter, thermal generation in 
Punjab will increase by about 2.9 million 
units a day. Punjab has already relaxed 
all restrictions on the consumption of 
electricity. The supply during the re¬ 
maining months of the current year is 
expected to remain comfortable. The 
position in Haryana will also ease follow¬ 
ing increased avaiiubilit> from the Bhakra 
hydel system and an additional 0.7 mil¬ 
lion units a day output from I he Fauda- 
bad thermal station. Another unit of the 
Faridabad project is expected to come 
up by the end of this war. In Rajasthan, 
the generation is expected to go up by 
0.4 million units a da\ through improved 
functioning of Rajusth-in atomic power 
plant. Average generation in Uttar 
Pradesh this year is expected to go up 
to 25.1 million units a day, as compared 
to 19.17 in 1974-75. Nearly 300 MWnew 
capacity will be added in UP during the 
current year. This slate will also conti¬ 
nue to get assistance from Badarpur and 
the DVC Bihar systems to the extent of 
two million units a day. With this added 
availability, the shortfall of power in 
UP will be reduced to five million units a 
day. 

Power output in the eastern region. 


where there is no deficit at present, is also 
expected to go up by 28 per cent. Marked 
improvement in the situation is expected 
in Orissa. The DVC system is currently 
generating power at a level of 800 MW. 
The second unit of 120 MW at Santaldih 
is expected to be commissioned shortly. 
The situation in Calcutta, where there is 
no load shedding, is expected to improve f 
further with the commissioning ofSantal- 
dih-Howrah line at 22 KV. 

The western region is expected to re¬ 
cord this year nearly seven per cent in¬ 
crease in energy generation. Improved 
generation at Tarapore and the new 
Ukai hydel and thermal stations will ac¬ 
count for the increase. The position in 
Gujarat, therefore, will continue to be 
comfortable. With improvement in hydel 
generation and nearly 350 MW addi¬ 
tion to capacity, the average daily 
generation in Maharashtra is expected 
to go up soon to as much as 33.4 
million units — almost 12 million units 
a day more than the average during the 
three months to June. The extent of shor¬ 
tage of energy which Madhya Pradesh 
may experience later this year w ill depend 
on the position of water in the Chambal 
reservoir and the extent to which addi¬ 
tional loads are connected during the 
course of the year. 

improved position 

In the southern region, power position 
in Tamil Nadu has improved considerably. 
One unit of 110 MW is expected to be 
commissioned at Ennore this month. 
With the additional generation of two 
million units a day from Neyveli and bet¬ 
ter utilisation of the thermal capacity in 
the state, an additional five million units 
a day are expected to flow in the near fu¬ 
ture. Andhra Pradesh is expected to 
have an additional generation of 27 per 
err*, resulting from stable operation of 
i..v ivothagudam project and increase in 
capacity at Silcru. Shortages in this state, 
thus, will be reduced considerably. Kerala, 
which is already surplus in power, will 
have 16 per cent more supply from the 
Idikki project. This will enable expon 
of a further 0.4 million units a day to 
Tamil Nadu. 

A standing committee, consisting of the 
representatives of Bharat Heavy Electri- 
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cals Ltd, state electricity boards and the 
Central Electricity Authority, has been 
set up to review the performance of the 
newly commissioned units. A consider¬ 
able amount of feed-back of operating 
experience from power stations all over 
the country has enabled the BHEL de¬ 
sign group to take necessary action for 

rectifying defects. 

* * 

Although the commitments made by 
the Aid-India Consortium at its last 
month’s Paris meeting for the year 1975- 
76 — July 1 to June 30 — slightly fell 
short of the commitments made last 
year, this meeting has been a very mo¬ 
mentous one because several donor count¬ 
ries have expressed their willingness to 
soften their aid terms a great deal. These 
include the United Kingdom, the Federal 
Republic of Germany, Sweden, Japan 
and the Netherlands. The United King¬ 
dom announced at the meeting that all 
its future assistance to us would be in the 
form of grants. The Federal Republic 
of Germany revealed that from next year 
onwards, the terms of the International 
Development Agency (IDA) would be 
applicable to its assistance to us. In the 
case of Sweden, all aid from 1977-78 
onwards would be in the form of grants. 
Japan is reducing the interest rate on its 
non-project aid from four per cent to 
3.5 per cent from this year. The Nether- 
land’s agreed to provide part of its assis¬ 
tance in the form of grants; till now it 
has not provided any grants. Most of the 
donor countries also proposed to raise 
the quantum of their assistance. The 
Netherland is likely to increase its aid 
by as much as 250 per cent. 

total commitments 

The total commitments made by the 
Consortium this year comes to SI,775 
million. Last year, the commitments 
aggregated to SI,865 million. While most 
of the donor countries are raising their 
assistance, which will increase the last 
year’s overall figure (on bilateral 
account) of $975 million to 81,075 
million this year, the commitments 
made by the World Bank and its 
affiliate, the IDA, have been scaled 
down from $ 890 million to $700 
million. The IDA will be providing this 
year assistance to the extent of $600 mil¬ 


lion and the World Bank to the tune of 
$100 million. Lower commitments by 
World Bank group are attributed to the 
fact that last year several projects assis¬ 
ted by it were bunched together towards 
the end of the year. If more projects than 
envisaged at present can be processed 
for assistance from the World Bank and 
the IDA this year also, the quantum of 
assistance available from these two 
institutions might be stepped up. 

This year’s commitments include debt 
relief to the tune of $ 167 million. Last 
year’s commitments included $ 197 mil¬ 
lion for this purpose. 

The net aid available, after providing 
for debt servicing, during the 12 months 
to June 30 next year is expected to be 
slightly over one billion dollars — 
approximately the same as last year. The 
actual disbursements this year are antici¬ 
pated to be of the order of $1,670 million 
—$ 570 million out of the commitments 
made last month and the remaining 
$1,100 million out of the pipeline. Last 
year the total aid available, after deduct¬ 
ing the debt relief element, was $ 1,687 
million. The actual disbursements, 
however, aggregated to $ 1,280 million. 
After providing for debt servicing, the 
net aid received last year was $ 687 
million. Debt servicing this year is 
expected to be around the last year’s 
level — $660 million. 

The non-project assistance this year 
will be $1,085 million and the project 
aid 8690million. 


The utilisation of aid last year was 
much lower than expected because all 
spending by the government had to be 
slowed down due to the inflationary ten¬ 
dencies in the economy. the situation this 
year is expected to improve a good deal. 

Already aid agreements have been sign¬ 
ed with the UK, France, the Federal 
Republic of Germany and Sweden. In 
the case of other donor countries, they 
are expected to be signed in the near 
future. While in the case of Federal* 
Republic of West Germany, some more 
assistance might be available over and 
above the agreements signed already,^ 
France has indicated that in addition to 
its commitment under the Consortium, 
it might provide some food aid also. 

The outcome of the meeting of the C on- 
sortium has been welcomed by the official 
circles here. It is hoped that this assis- w , 
tance will go a long way in bridging the 
yawning balance of payments gap. The 
aid likely to be available through the 
third window, which is being established 
for providing loans to the developing 
countries that have been hit hard by the 
current oil crisis, on terms midway bet¬ 
ween the present terms of the World Bank 
and the IDA, would be in addition to 
the commitments made by the World 
Bank and the IDA at the Paris meeting. 
The assistance to which we will be en¬ 
titled to under the oil facility of the 
International Monetary Fund will also 
be additional. 
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One of the main planks in the agricultural plan 
the government of India has prepared will be stabli- 
zation of prices of agricultural commodities. 
The main object of the agricultural plan is to 
increase the productivity of agriculture. By 
increasing the productivity government expect 
to benefit the cultivator and agricultural labour. 
In fact, any agricultural plan would be meaningless 
unless its execution leads to a definite improvement 
in the standard of life of the mass of people 
engaged in agriculture. Many of the schemes 
in the agricultural plan aim at an increase in the 
production of agricultural commodities in the 
country. But such ait increase, in production will 
not lead to an improvement in the standard of 


life of the producers if prices of agricultural com¬ 
modities fluctuate. It is, therefore, essential that 
any agricultural plan should contain a definite 
scheme to stablize agricultural prices. With this 
object in view, the government of India have 
appointed a special sub-committee presided over 
by Sir V. T. Krishnamachari to consider the 
principles on which prices of agricultural commo¬ 
dities should be fixed and the means by which such 
prices as are fixed can he made effective and 
assured market provided to cultivators. This 
committee will in the course of the next few months 

K to the government of India the steps to be 
to secure remunerative prices and an assured 
market for agricultural produce. 
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PAINT OF VIEW 


Wheat production 


progress and problems 


Wheat is one of the most important 
food crops in our country. The growth 
in its production from 11.4 mjJlton 
tonnes in 1966-67 to 26.4 million 
tonnes in 1971-72 is a prominent feature 
of our agriculture in recent years. The 
share of wheat in total foodgrains pro¬ 
duction was about 13 per cent a decade 
ago and, of late, it has risen to 25 per 
cent. The area under wheat during 
1973-74 was 19.1 million hectares which 
constituted 15 per cent of the total area 
under foodgrains crops. 

The progressive increase in the share 
of - wheat in total foodgrains pro¬ 
duction from 1960-61—1973-74 is given 
in Table 1. 

important issue 

After a steady increase for six conse¬ 
cutive years, wheat output suffered a set¬ 
back in 1972-73 when the production came 
down to 24.7 million tonnes from the 
maximum production of 26.4 million 
tonnes reached in 1971-72. The produc¬ 
tion declined by another two million 
tonnes in 1973-74. On present indica¬ 
tions, wheat output during the current 
year is expected to be close to the level 
attained in 1971-72. This is a matter of 
relief. However, the recent instability 
experienced in the production of a vital 
crop such as wheat remains an impor¬ 
tant issue which cannot be overlooked 
and calls for a detailed consideration. 

It can be seen that wheat output prior 
to 1966-67 experienced continual fluctua¬ 
tions! which, at times, were substantial 
as shown by the production figures during 
the period 1961-62 to 1965-66. The rapid 
growth in production of wheat in recent 
years is attributable mainly to the in¬ 
crease in the area under high yielding 
varieties from 1966-67 and conse¬ 
quently to the improvement in pro¬ 
ductivity, and partly to the growth in 
the total area as well as irrigated urea 
under the crop. During the past seven 
years, the area under wheat has gone up 
by six million hectares while the irrigat¬ 
ed wheat ^ area has gone up by about 
four million hectares. Table II gives 


figures, for the country as a whole, of 
the area, production and yield of wheat 
along with the coverage under high 
yielding varieties and irrigation. 

During the period 1966-67 to 1973-74, 
the increase in production has been con¬ 
tributed significantly by growth in area, 
followed by the increase in productivity. 
During the fourth Plan period, however, 
the relative contribution from growth in 
area has been much more than that of 
productivity in the output of wheat as 
maybe seen from the growth rates for 
the respective period (Table III). 

It is seen from the trend for the coun¬ 
try as a whole, that increase in area in 
the additional production of wheat ac¬ 
companied by increase in productivity 
per unit of area holds good for most of 
the wheat-growing states in the country. 
For the country as a whole, nearly 57 
per cent of the area under wheat has 
been covered by high yielding varieties 
while the extent of irrigated area is of 
the order of about 54 per cent. The ir¬ 
rigated area under wheat has increased 


from about 43 per cent in 1967-68 to 54 
per cent as at present. 

Growth in the consumption of ferti¬ 
lisers in the wheat-growing states has 
also enabled rapid increase in wheat pro¬ 
duction. However, the picture is not 
uniform for major wheat growing states. 
While the states such as Punjab and 
Haryana have bulk of the wheat area un¬ 
der high yielding varieties and irrigation, 
in states such as UP just about half of 
the total wheat area is covered by the new 
high yielding seeds and irrigation. The 
extent of area covered under high yielding 
varieties of wheat in Rajasthan is about 
48 per cent while it is about 19 per cent 
in Madhya Pradesh. In Bihar and 
Madhya Pradesh, irrigated wheat is 
about l/5th of the total area under the 
crop. 

The set-back received by wheat output 
in 1972-73 continued in 1973-74. The 
discouraging trend indicates that this 
phenomenon is not a temporary or 
transitional phase which could be solely 
attributed to unfavourable weather 


Table I 

Share of Wheat in All-India Foodgrains Production 

(Production in million tonnes) 


Year 

Wheat 

Rice 

Other 

cereals 

(coarse 

grains) 

Pulses 

Total 

food- 

grains 

Wheat as % 
of total 
foodgrains 

1 . 

2. 

3. 

4. 

5. 

6. 

7. 

1960-61 

11.0 

34.6 

23.7 

12.7 

82.0 

13.2 

1961-62 

12.1 

35.7 

23.1 

11.8 

82.7 

14.6 

1962-63 

10.8 

33.2 

24.6 

11.5 

80.1 

13.5 

1963-64 

9.8 

37.0 

23.7 

10.1 

80.6 

12.1 

1964-65 

12.3 

39.3 

25.3 

12.4 

89.3 

13.7 

1965-66 

10.4 

30.6 

21,4 

9.9 

72.3 

14.4 

1966-67 

U.4 

30.4 

24.1 

8.3 

74.2 

15.3 

1967-68 

16.5 

37.6 

28.8 

12.1 

95.0 

17.4 

1968-69 

18.7 

39.8 

25.1 

10.4 

94.0 

19.8 

1969-70 

20.1 

40.4 

27.3 

11.7 

99.5 

20.2 

1970-71 

23.8 

42.2 

30.6 

11.8 

108.4 

22.0 

1971-72 

26.4 

43.1 

24.6 

1U 

105.2 

25.0 

1972-73 

24.7 

39.2 

23.2 

9.9 

97.0 

25.4 

1973-74 

22.1 

43.7 

28.1 

9.7 

103.6 

2L3 
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and erratic rainfall. The decline in wheat 
production during the last two years pro¬ 
vides a mixed picture. While the de¬ 
crease in wheat production in Punjab 
and Haryana seems to have occurred 
without much decline in area, the be¬ 
haviour of the output and area in Bihar 
and UP has been erratic. For instance, 
in Bihar the area under wheat rose from 
about 14 lakh hectares in 1971-72 to 25 
lakh hactares in 1972-73 (partly due to 
decline in the rice area in the kharif 
season) and came down to 16 lakh hec¬ 
tares in the subsequent year. Correspond¬ 
ingly, production moved from 25 lakh 
tonnes to 31.4 lakh tonnes and came 
down to 16.5 lakh tonnes. Madhya 
Pradesh and Rajasthan indicate a set¬ 
back in 1972-73 but show improvement 
in the situation in the subsequent * 
year. 

important factors 

The important factors which adver¬ 
sely affected the production of wheat 
during 1972-73 and 1973-74 were as 
follows : 

(i) Weather conditions were unfavo¬ 
urable in several wheat-growing slates. 
There was failure of winter rains as well 
as occurrence of frost at the critical 
stages of crop growth in 1973-74. In the 
previous year, early onset of hot winds in 
February and March adversely affected 
the growth of crop. In Punjab, high 
temperature and low humidity in certain 
weeks of November and March-April 


were harmful for proper development of 
grain. 

(ii) Inadequate and undependable 
supplies of power and irrigation caused 
an adverse impact on production in 
several areas of major wheat growing 
states. 

(iii) The consumption of fertilisers, 
which is so vital for sustaining and in¬ 
creasing production, suffered in the wake 
of the oil crisis and consequently the 
uncertainty about supplies and rising 
prices of fertilisers from 1972-73 inhi¬ 
bited desired growth in the use of ferti¬ 
lisers. It is observed that the consump¬ 
tion of fertilisers in 1973-74 rabi season 
was much less compared to the previous 
rabi season in UP, Bihar, and MP, while 
it was nearly at the same level in Haryana 
and West Bengal. In Punjab, Rajasthan 
and Gujarat, the level of rabi fertiliser 
consumption showed improvement over 
the previous year's level (rabi). 

(iv) Moderate to heavy incidence of 
rust made itself felt in 1972-73, parti¬ 
cularly in Punjab, Haryana and western 
UP. Among the high >iclding varieties 
of wheat, the most widely cultivated 
variety is ‘*Kalyan Sona”. In spite of its 
disease-resistant characteristics, it is said 
to have yielded to new races of rust, 
especially brown rust. 

(v) Weed infestation, particularly 
phalaris minor and wild oats has assumed 


serious proportions in several areas of 
Haryana and Punjab. These weeds 
resemble wheat plants in early stages of 
growth and it becomes difficult to remove 
them by simple weeding operation. Ap¬ 
parently, these weeds cause loss of 
nutrients to the crop. 

(vi) During the last three years, the 
area under wheat in the country has 
been 19 million hectares or marginally 
above that level. In certain states (Punjab, 
Haryana, UP and MP) the area tended to 
show marginal decline and as such might 
have caused some shortfall in produc- 

Table III 

Annual Compound Growth Rate of 
Wheat Production 


Period , Produc- Area 

tion 

Produc¬ 

tivity 

1. 1966-67 to 


1973-74 9.9 5..° 

3.9 

2. (i) 1968-69 to 


1973-74 3 4 3 6 

-0.2 

(ii) 1968-69 to 


1973-74 (Aver¬ 


age for the 


triennium at 


each end) 9.5 5.7 

3.6 


Table 11 

Area, Production and Yield of Wheat as well as Irrigated Area under this Crop 


Year 

Area 

(Million 

hectares) 

Produc¬ 

tion 

(million 

tonnes) 

Yield 

Kgs/ha 

Area under HYV wheat 

Irrigated area 
under wheat 

Million 

hects. 

as % of 
total 
area 
under 
wheat 

Million 

hects. 

as % of 
total area 
under 
wheat 

l. 

2. 

3. 

4. 

*5. 

6. 

7. 

8. 

1963-64 

13.50 

9.85 

730 

— 

_ 

4.72 

35.0 

1964-65 

13.42 

12.36 

913 

— 

— 

4.95 

36.8 

1965-66 

12.57 

10.39 

827 

— 

— 

5.40 

43.1 

1966-67 

12.84 

11.39 

887 

0.54 

4.2 

6.12 

48.0 

1967.68 

15.00 

16.54 

1103 

2.94 

19.6 

646 

43.5 

1968-69 

15.96 

18.65 

1169 

4.79 

30.0 

7.76 

49.7 

1969-70 

16.63 

20.09 

1209 

5.00 

30.1 

8.30 

5o 0 

1970-71 

18.24 

23.83 

1307 

6 54 

35.8 

9.83 

53.9 

1971-72 

19.14 

26.41 

1380 

7.86 

41.1 

10.27 

53.5 

1972-73 

19.46 

24.73 

1271 

10.11 

51 9 

N.A. 

N.A. 

1973-74 

19.06 

22.07 

1158 

10.91 

57.2 

N.A. 

N.A. 


tion in combination with other factors. 
It seems doubtful, however, that the 
marginal shift in area of wheat occurred 
in favour of gram and barley in view of 
high prices for those crops. The over¬ 
all profitability of the crop would appear 
to be the governing factor than high price 
alone. Available data indicates that the 
area under gram and barley was 10.4 
million hectares in 1971-72, it came down 
to 9.4 million hectares in 1972-73 and 
again caught up to the level of 10.4 
million hectares in 1973-74. 

The improvement in the area under 
gram and barley during 1973-74 would 
appear to be the restoration of the position 
these crops have had in the year 1971-72. 
Since the Agricultural Prices Commis¬ 
sion has been dealing with the complex 
issue of prices, no more comments are 
necessary. 

The reverses in the wheat production 
during the last two years undoubtedly 
call for a many-sided action programme 
to regain the stability earlier experienced 
in wheat output. Various measures in 
this behalf are given below: 


(i) Under 
coordinated 


the ICAR’s all-India 
wheat improvement 
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project, many new varieties capable of 
replacing the varieties susceptible to rust 
are being evolved- Generally, it takes 
about three years for the release of new 
varieties for large-scale cultivation at the 
field level. The process of evolving rust- ' 
resistant high yieldcrs and their seed 
multiplication needs to be geared up so 
that new varieties become available to 
replace “Kalyan Sona” wherever neces¬ 
sary. 

A built-in provision should be made 
for replacing deteriorating strains with 
new wheat strains after every four or five 
years so that the type of situation as 
emerged in relation to difficulties regard¬ 
ing ‘-Kalyan Sona" might not repeat in 
future. The annual report for 1973-74 
of the department of Agricultural Re¬ 
search and Education indicates release of 
five new varieties and further adds that 23 
more wheat varieties were recommended 
for pre-release multiplication. The NSC 
is understood to have taken up seed 
multiplication of some of the new 
varieties. I orecavting rust epidemic has 
been one of the activities of the ICAR in 
order to identify wheat varieties having 
higher resistance to rust. Trap nurseries, 
haver a Eo been established. These 
measures should be helpful in keeping 
track of the occurrence of rust. 

(ii) Most of the high yieldcrs are 
thermal sensitive varieties which suffer 
under atmospheric drought. More atten¬ 
tion will have to be given for evolving 
thermal insensitive varieties which can 
meet the requirements of unirrigated 
areas and oilu-r areas having inadequate 
irrigation facilities. 

(tii) Balanced and proper application 
of fertilisers appears to be the most im¬ 
portant measure that can help in deriving 
maximum benefits fiom the fertilisers 
used. It is well-known that in certain 
states the application of fertilisers is 
unnecessary high. A balanced use of 
fertilisers is expected to give desired 
results. 


tion of two irrigations, one at the crown 
root initiation stage and the other at 
flowering stage could bring substantial 
increase in the yield of wheat. The advan¬ 
tages from two waterings at the right 
time of the crucial stages of crop growth 
are said to outweigh the gains from four 
to five untimely waterings. It is, there¬ 
fore, necessary to ensure the irrigation 
facilities required for wheat. 

(vi) Adequate arrangements will have 
to be made for timely and adequate sup¬ 
ply of' inputs particularly seed, credit and 
fertilisers. 

(vii) In spite of substantial advances 
made in wheat production during the last 
few years, it appears that the extension 
and technological support for continued 
success of the crop is not as strong as it 
should have been. It would, therefore be 
necessary to streamline these measures 
including those for elimination of wild 
weeds which have been posing a serious 
threat to wheat crop in certain areas 
of northern states. 

(viii) During the period 1966-67 to 
1968-69. both the area and productivity 
of wheat in a number of wheat growing 
states went up si/eubly. After 1969, 
however, the increase in wheat production 
especially in Punjab. Haryana and UP 
has occurred largely due to expansion in 
area. In view of limited scope for sustained 
increase in wheat production through 
further expansion of area as experienced 
in the past, it is most essential to increase 
the productivity per unit of area by ad¬ 
opting a package of practices providing 
area-wise best attention to the suitable 
high yielding strains and efficient use of 
fertilisers and allied inputs In areas 
where the extent of coverage under 
irrigated as well as high yielding varieties 
is still small, much more attention needs 
to be given to provide facilities to make 
up these deficiencies. 

It will be noted that the per hectare 
productivity of wheat differs as between 


the states. For instance, the average per 
hectare production during the fourth Plan 
period in Punjab and Haryana has been 
between the t.8 to 2,4 tonnes while in 
other states such as Rajasthan, Bihar and 
UP, it is about EO to 1.2 tonnes per 
hecatre. In MP, Maharashtra and Gujarat 
it is between 0 5 to 0.9 tonnes per hectare. 
It is worth noting that for the country 
as a whole and in a number of states, the 
production per hectare during the HYV 
period has increased by nearly 50 to 60 
per cent compared to prc-HYV period. 
The all-India production in 1965-66 was 
0 83 tonnes per hectare which rose to 1.38 
tonnes per hectare in 1971-72. 

An other interesting feature of the 
success of wheat production during the 
last few years has been its expansion in 
non-traditional areas. In case of West 
Bengal, it is observed that the area under 
wheat increased from 0.7 lakh hectares in 
1967-68 to 6.3 lakh hectares in 1973-74, 
and reached a level of 11.5 lakh hectares 
in 1971-72. The most important aspect 
of the success of wheat in non-traditional 
areas is that the per hectare production 
in West Bengal has increased from 0.82 
tonnes per hectare in 1965-66 to 2.3 tonnes 
per hectare in 1971-72 and this level of 
productivty is as good as the producti¬ 
vity in major wheat growing states like 
Punjab and Haryana. This is indicative of 
the scope for increasing and improving 
productivity of wheat in a number of 
states. 

(ix) Much of the baking industry in 
our country has been depending upon 
imparted wheat which must be replaced 
soon by indigenous wheat of requisite 
qualities for making bread, biscuits, cake 
and macroni. Detailed tests indicate that 
“Sharbati Sonora”, Hira, UP 302 and UP 
303 arc suitable for bread making. It 
will be necessary to identify the areas 
most suitable for growing these varieties 
and extend the cultivation under these 
varieties so that indigenous wheat is 
available to meet the requirements of the 
baking industry in the country. 


(iv) Timely sowing of the suitable 
varieties of wheat is an extcrmely impor¬ 
tant and inexpensive measure which can 
help in saving losses in wheat production. 
For instance one-third of the wheat 
growing area in Punjab is under late sown 
varieties. If more early maturing varieties 
are available for timely sowing, the crop 
might escape some of the losses due to 
natural hazards. 

(v) Proper water management, both 
in the controlled irrigated areas and out¬ 
side is vital for securing maximum yield*. 
According to research findings, after a 
common pre-sowing irrigation, applica¬ 
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Iran Today—IV 


WINDOW ON THE WORLD 


Leading sectors in 

industrial growth 


V. Balasubraman ian 


Demand management, in its positive 
sense of promoting or spreading pur¬ 
chasing power in the nation as a means of 
stimulating and sustaining rising levels 
of economic activity, is likely to occupy 
a prominent place in Iran's planning 
techniques in the coming years. Even a 
cursory glance at its industrialization 
plans would show that this country is aim¬ 
ing at producing a widening range of 
goods, including consumer goods. 

As it is, Iran has just emerged from a 
pastoral peasant culture which has tradi¬ 
tionally been partly nomadic. A community 
of this typecannot throw up ademandfor 
the goods of modern industry simply be¬ 
cause its national wealth suddenly goes up 
in the aggregate. The people need to be 
trained to seek profitable employment in 
the areas of growth and also taught to 
change their habits of thinking or ways 
of living. This process means that, 
along with the production of non-tradi- 
tional goods and services purchasing 
power is also strategically distributed 
among sections of the population which 
are directly involved in their production. 
This consideration becomes particularly 
important when account is taken of the 
fact that Iran's industrialization goals are 
characterized by the high degree of so¬ 
phistication. 

investment in oil 

This is made clear by the plans for the 
petroleum industry which occupies a pi¬ 
votal position in the Iranian economy. 
Investment plans for the oil industry un¬ 
der the revised fifth Plan were referred 
to briefly in this series of articles. 
Earlier this year, even as the construction 
of Tehran's second oil refinery was near¬ 
ing completion, the National Iranian Oil 
Company announced that work on a re¬ 
finery with a processing capacity of 80,000 
barrels a day had been started at Tabriz 
and that it would be completed in 1976. 
Here I would like to emphasize the fact 
that the main thrust of petroleum de¬ 
velopment in Iran in the coming years is 
to be in the direction of putting to high 
value uses what the Shah has called "this 


noble commodity”, namely, oil which, as 
he sees it, is too good to be burnt as 
fuel. 

The National Iranian Oil Company 
charged with master-minding this ope¬ 
ration, boasts of an elaborate administ¬ 
rative, technical and marketing organiza¬ 
tion, a reservoir of scientific skills and 
technological experience and large finan¬ 
cial resources for undertaking or assist¬ 
ing in the commercial exploitation of pet¬ 
roleum and its derivatives. 

strategic sector 

The petrochemical industry has been re¬ 
cognized as a strategic sector in the indus¬ 
trial development of Iran. Current plan¬ 
ning calls forthe country rapidly becominga 
major producer, in the global context, of 
basic petrochemical intermediate products. 
Whereas less than five per cent of the 
world’s hydrocarbons are currently being 
used as petrochemical feedstocks, Iran's 
ambition is to divert up to 10per cent of 
its total crude oil and gas production into 
petrochemical intermediates and final 
products the value of which would be 
more than twice as high as the income 
derived from the sale of the remaining 90 
per cent of crude oil and gas. 

The petrochemical industry in Iran was 
initiated in 1961 with the erection of a 
modest-sized plant for the manufacture 
of nitrogenous fertilizers near the city of 
Shiraz. Since then there has been rapid 
expansion of the petrochemical industry 
and the National Petrochemical Com¬ 
pany, which is an affiliate of the National 
Iranian Oil Company, runs five main 
operational complexes, all situated in the 
southern region of the country at the 
beginning of 1975. They cover the manu¬ 
facture of fertilizers, raw materials forthe 
domestic plastics and detergent industries 
and a number of chemicals for use in in¬ 
dustry. While some of these ventures have 
benefited from foreign technical collabo¬ 
ration, it is worth underlining the point 
that they are now wholly or essentially 
indigenous in their management, includ¬ 
ing top-level technical decision-making 
processes. At the same time these plants 


do employ in supervisory posts a certain 
number of technicians recruited abroad. 

The National Petrochemical Company 
is an undertaking in the public sector. 
It has two major projects which arc now 
being implemented providing for collabo¬ 
ration with certain Japanese trading com¬ 
panies or petrochemical groups. One 
of these joint ventures is the Iran-Nippon 
Petrochemical Company which is based 
on a 50:50 partnership with the Nissho 
Iwai and Mitsubishi Chemical Industries. 
The project is being set up in two phases 
at Bandar Shahpur on the Persian Gulf. 
The first phase involves the production 
of 23,800 MTA of phthalicanhydride and 
40,000 MTA of dioctyl phthalate (DOP), 
a plasticizer used in PVC formulations for 
the manufacture of plastic articles. The 
second phase relates to the production of 
2-ethylhexanol as raw material for the 
production of DOP. The first phase is 
expected to come on stream in late 1976; 
meanwhile plans for major expansion 
have reached an advanced stage. 

grass-roots project 

The other joint venture is again on a 
50:50 basis but this time with a consor¬ 
tium or Japanese companies consisting 
of Mitsui Company, Toyo Soda. Mitsui 
Toatsu, Japan Synthetic Rubber and 
Mitsui Petrochemical and collectively 
known as Iran-Chemical Development 
Company. This plant will also be situa¬ 
ted at Bandar Shahpur and will be based 
on the utilization of associated gases from 
some of the crude oil production units in 
south-west Iran and naphtha from the 
Abadan Refinery. The project involves 
the manufacture of two major building 
blocks of the petrochemical industry, 
namely, olefins and aromatics and is 
scheduled to come on stream in the first 
half of 1978. This venture will call for 
an investment of $1.8 billion to which the 
Japanese partner would contribute nearly 
11.2 billion. Advertised as the largest 
petrochemical project ever undertaken 
in Iran and one of the largest grass-roots 
projects of its type in the history of the 
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world petrochemical industry, it will em¬ 
ploy a work-force of 11,000 during the 
period of peak construction and the 
plant, after commissioning, will require 
some 3,000 personnel, many of whom will 
be Japanese. The National Petrochemical 
Company has also in hand plans for the 
manufacture of caprolactum, DMT, 
chemical grade methanol and other petro¬ 
chemical products and plastics through 
joint ventures involving American, West 
German or Japanese collaboration and 
in some cases with equity participation 
by the domestic private sector. 

In the Iranian private sector itself there 
is considerable activity mainly based on 
downstream processing operations, in 
addition, there are some medium-sized 
projects, such as a Nylon-6 manufac¬ 
turing facility based currently on impor¬ 
ted caprolactum. A new joint venture 
between several private sector interests 
holding among themselves 60 per cent of 
the equity, with Dupont of the United 
States contributing the remaining 40 
per cent, is being set up near the city of 
Isfahan, a centre of the Iranian textile 
industry. It is expected to come on 
stream in 1978 producing 42,000 MTA 
polyester libre (staple and filament) and 
acrylic fibre (staple only). The expansion 
plans contemplate a total synthetic fibre 
capacity of 10>,000 MTA within five years 
of the start of the first phase. 

British Industrial Plastics is collaborat¬ 
ing with private sector interests and the 
Industrial Credit Bank of Iran in a project 
for the production of industrial resins, 
which is being located in Shiraz and is 
* xpected to go into production in 1976. 

aristocrat industry 

The Iranian oil industry is undoubted¬ 
ly the aristocrat among the industries in 
that country. It employs some 47,000 
people with a broad variety of industrial 
skills backed by three generations of ex¬ 
perience in all aspects of oil economy and 
technology. It is being pointed out with a 
certain amount of satisfaction that, al¬ 
though the first place in the OPEC as pro¬ 
ducer or exporter goes to Saudi Arabia, 
it is Iran which has progressed so con¬ 
siderably beyond the drilling or the refin¬ 
ing of crude oil and has reached such a 
high degree of self-reliance in oil techno¬ 
logy and marketing. Incidentally, while 
Iran relies substantially on imported 
knowhow for its industrialization, it is 
also in a position to export expertise or 
technology to other countries developing 
their oil industries. 

Talks are going on with the govern¬ 
ment of South Korea on the National 
Iranian Oil Company setting up a re¬ 


finery in that country with a daily pro¬ 
cessing capacity of 100,000 barrels in 
association with a South Korean 
industrial group which has large 
interests in the cement industry. 
Meanwhile, Iran and Senegal have signed 
an agreement to set up an oil and mining 
company which would build a refinery 
near Dakar and manage petrol stations 
and other petroleum product distribution 
facilities throughout Senegal. The new 
company will be headed for the first five 
years by the deputy chairman and manag¬ 
ing director of the National Iranian Oil 
Company, Mr Reza Fallah. The const¬ 
ruction of the projected oil refinery is to be 
completed within two years. The refining 
capacity is estimated at three million ton¬ 
nes a year for the first two years of the 
operation of the refinery while its pro¬ 
jected capacity would be twice as much. 
The ageement also provides for the pur¬ 
chase by Iran of 1.5 million tonnes of 
phosphate ores from Senegal following 
joint exploitation of phosphate mines in 
that country. 

diminishing role 

Since the diversification of Iran's in¬ 
dustrial structure will be a necessary con¬ 
sequence of its industrialization plans, 
the current predominance of the oil sec¬ 
tor in the Iranian economy will naturally 
diminish in the coming years. What is 
however surprising is the rapid rate at 
which the non-oil sector is expected to 
grow relative to the oil sector. In fact, 
the minister for Economic Affairs and 
Finance, Mr Sushang Ansary. recently 
stated that the country’s non-oil revenues 
were expected to achieve parity with its 
export earnings from oil by the year 
1985. Mr Ansary said that per capita 
investment was scheduled to rise to $1,000 
by 1985, thereby taking the total invest¬ 
ment in the economy to $42 billion as 
against S10 billion in 1974. This would 
mean that Iran would be investing in its 
economy about 24 per cent of the GNP 
as of 1985. Mr Ansary emphasized that 
the Shah was keen on bringing about a 
healthier balance between Iran’s reliance 
on its export earnings and its revenues 
from non-oil sources and that a series of 
efforts would therefore be made to mobi¬ 
lize all available resources for rapid 
growth in investment in various sectors of 
the economy. 

In the expansion of the non-oil sector, 
the development of the mining industry 
is expected to play a large part. Iran s 
ambitions in this direction have been fired 
by the rich possibilities offered by the 
Kerman copper discoveries assessed at 
some 300 million tonnes and a 20-year 
plan has been drawn up for their exploi¬ 
tation. Based on these deposits Iran is 


planning a joint venture with Japan for 
setting up copper smelters at Sarchcsh- 
meh. This project is expected to involve 
an investment of the order of $280 mil¬ 
lion. Iran has been exploiting for a num¬ 
ber of years three deposits of copper which 
are located at Anarak, Zanjan and Abba- 
sabad, but production has been only some 
3,000 tonnes annually. In the course of 
the 70’s, however, copper exports are 
expected to rise to a total annual value 
exceeding $500 million, while copper 
smelters, starting at an estimated 25,000 
tonnes of capacity per year, will meet the 
domestic industrial needs of the metal. 

The fifth Plan envisages the export of 
the major part of about 160,000 tonnes of 
blister copper, which is expected to be 
produced by the projected ore concentra¬ 
tion plant at Sarcheshmeh. Indeed, there 
are many optimists in Iran’s mining in¬ 
dustry who are hopefully talking of their 
country emerging in due course as the 
world's leading exporter of copper, and 
here the point is stressed that the Iranian 
copper industry will have the advantage 
of being based on open cast mining of the 
ore. Besides copper, Iran could also boast 
of commercially exploitable deposits of 
iron ore, coal, refractory clay,lead, chro¬ 
mite and gold. The government is na¬ 
turally interested in stepping up the tempo 
of exploitation of its mineral resources 
and the fifth Plan has provided for a total 
investment of about $8 billion rials for 
mining, prospecting and geological sur¬ 
veys. These resources will no doubt be 
increased in line with the upgrading of the 
targets of this Plan last year. 

stool production 

In Iran’s industrialization plan, the de¬ 
velopment of steel production is being 
given increasing attention. At present the 
Aryamehr steel plant near Isfahan which 
has been set up with Soviet financial and 
technical assistance, is producing about 
600,000 tonnes of structural steel against 
an installed capacity of one million tonnes. 
The fifth Plan originally proposed the 
doubling of the installed capacity of this 
plant to about 1.9 million tonnes and the 
establishment of two direct reduction 
mills, adjacent to natural gas reserves, 
each with a capacity of about one million 
tonnes of sponge iron. Subsequently, 
Iran's intentions seem to have become more 
flexible and expansive. Recently, on the 
basis of a Soviet-Iranian joint technical 
study of the steel plant, the government of 
the USSR agreed to extend a million- 
rouble credit for the addition of a blast 
furnace with an annual production capa¬ 
city of more than two million tonnes of 
steel. When this project is completed, 
the total capacity of the Aryamehr steel 
facility would go up to four million ton- 
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nes. Meanwhile a 1.2 million tonne fur¬ 
nace is under construction at this plant. 

Simultaneously, the construction of the 
Ahvas steel complex, which is to produce 
about 2.5 million tonnes of steel per year, 
has been taken in hand by the National 
Ste i Corporation which presides over 
Iran's steel development in the public 
sector. The facility is to have three direct- 
reduction furnaces producing 1.2 million 
tonnes, one million tonnes and 330,000 
tonnes of steel respectively per annum. 
The scheme provides also for the manu¬ 
facture of 2.5 million tonnes of iron 
pellets per year, fuelled, entirely by 
natural gas. Kaiser Engineers Interna¬ 
tional Inc. and their Iranian associates, 
Tadbir Sanat Consulting Engineers have 
been awarded a contract for management 
services for the erection and installation 
of these facilities. 

The complex is expe cted to go into 
operation in 1978 and its end-products 
would be processed by two privately- 
owned rolling mills in Ahvas which would 
meet the requirements of construction 
and other industries. Feasibility studies 
have been completed on two similar pro¬ 
jects, one to be located in Bandar Abbas 
and the other in Isfahan, the first with a 
capacity which may be between two and 
three million tonnes of steel, and the 
other with a capacity of one million 
tonnes. Given the various physical 
constraints on Iran's industrialization 
plans, it is possible that some of these 
projects may take longer to complete 
than is expected. In any case Iran 
might well succeed in approaching a level 
of steel production of six million tonnes 
per year within a period anywhere bet¬ 
ween five and seven years from now. 
Virtually all of the steel which Iran may 
be producing in the near future would 
be merchant steel since this is the type 
most needed for Iran’s vast plans and 
projects in the construction field. 

vague programme 

It may be mentioned at this point that 
there is some vagueness about Iran’s 
steel programme. The National Steel 
Corporation had been talking of plans 
for producing more than 11 million tonnes 
of steel per year by the end of the sixth 
Plan. One also comes across references 
%o the steel target set by the Shah at 15 
million tonnes for the year 1983. This 
Jiigher figure evidently adds up the target 
of six million tonnes for the Aryamehr 
steel mill by the end of the sixth Plan 
and the estimated production of about 10 
million tonnes from the new facilities to 
]be based on the ‘'gas direct reduction” 
process as distinct from the blast furnace 
system employed at the Aryamehr steel 


mill. There i? also on the anvil a project 
for the production of special steel with a 
planned capacity of 140,000 tonnes. De¬ 
mand projections indicate that the con¬ 
sumption of steel, which was about two 
million tonnes in 1973 could rise to any¬ 
where between 12 million and 18 million 
tonnes by 1983. The outlook seems to 
be that actual production of steel in the 
country will not be able to keep pace with 
consumption even if the latter were to 
grow less fast than the 20 to 25 per cent 
rate of increase which is being postulated 
for the fifth and sixth Plans. Meanwhile, 
the projected investment in steel develop¬ 
ment is stated to be of the order of $ 6 
billion and the development of the steel 
sector, it is hoped, will provide employ¬ 
ment for about 40,000 people in due 
course. 

automotive industry 

Since a great deal of Iran's economic 
activity, particularly its industrial deve¬ 
lopment, is based on road transport, the 
automotive industry occupies a strategic 
position in Iranian planning and plays a 
dynamic role in the national economy. 
This industry is in the private sector, 
which has drawn freely and heavily on 
the financial and technical collaboration 
of the advanced automobile industries of 
western Europe and the United States. 
There arc currently some 15 vehicle 
assembly plants, the earliest among them 
being a jeep assembly works which went 
into operation in 1960. The automotive 
industry employs about 44,000 workers 
but its emphasis is not so much on pro¬ 
viding employment as on reaching a high 
degree of technological efficiency. Conse¬ 
quently, the plants are highly capital- 
intensive and are equipped with machines 
sporting a high degree of automation. 

While a small number of key parts of 
the engine are still being imported, indige¬ 
nous manufacture has developed to the 
extent of 60 per cent so that most of the 
parts and accessories, chassis, bodies, 
tyres, batteries and radiators are locally 
made. The automobile ancillary indus¬ 
tries are also expanding rapidly and it is 
the aim of the Iranian automotive industry 
to be in a position to embark on large- 
scale manufacture of entire cars within 
the next five years. It is estimated that the 
industry produced last year over 50,000 
passenger vehicles more than 4,800 
trucks and tankers of various sizes and 
over 5,000 buses. The number of tractors 
and tillers produced was estimated to 
be in excess of 3,700. 

The “Paykan” (meaning “Arrow” in 
Farsi) 2800 seems to be the most popular 
indigenous make of passenger cars and is 
noted Dr its ubiquitous presence on the 


congested streets of Tehran as well as on 
the highways across the country. The 
Iranian version of the Hillman Hunter, 
it is a roomy* family car, which evidently 
meets fairly satisfactorily the requirements 
of Iranian middle-class or upper middle- 
class families for a convenient mode of 
transpor. as well as a status symbol: 
During my visit to the Paykan plant in the 
suburbs of Tehran, I was told that there 
was always a waiting list of customers 
for this car and that they may often have 
to wait for more than six months after 
registering their orders. Indeed, this * 
manufacturer is therefore taking up large- 
scale expansion of production facilities. 
Car-owners in Iran, incidentally, do not 
have a problem of costly petrol since the 
price is less than 10 US cents per litre as 
against the monthly minimum wage of 
US $ 200 per worker. 

The affluent among the Iranians, how¬ 
ever, have tastes in automobiles natu¬ 
rally running far beyond Paykan or any 
other local make. Since they are quite a 
large and growing tribe, especially in 
Tehran and major industrial centres and 
since Iran is playing host tomultimillion- 
dollar international businesses, which 
maintain highly paid personnel in that 
country, almost every other automobile 
one sees in Iran is one of those larger 
American, west European or Japanese 
cars. The government gives a measure of 
tariff protection to the home industry 
but it does not seem to be interested in 
making imports truly prohibitive. 

reduction allowed 

Customs duties and what are described 
as commercial benefit taxes payable on new 
automobiles imported into the country, 
are stated to be about 30 per cent but 
reductions are allowed in respect of earlier 
models. The duties and taxes on 1975 
model foreign automobiles, for instance, 
are to be lower by 20 per cent from the 
beginning of 1976. Simultaneously, reduc¬ 
tions presently in force on earlier models, 
are to be raised by 10 per cent so that the 
1974 models will qualify for a 30 percent 
and the 1973 models for a 40 percent 
markdown. The idea is both to supple- 
[ ment the supply of domestically produced 
passenger cars which is far short of de¬ 
mand, and to ensure that the home in¬ 
dustry is always under pressure to im¬ 
prove quality. Incidentally, with a view 
to smashing an incipient black market 
in Paykans, the government recently 
decided to import 10,000 Hillman Aven¬ 
gers from the UK for allotment to its 
employees. 

A new automobile venture expects to 
market in about a year's t me Renault 
automobiles assembled in Iran by the 
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Citrocn-Iran Company. This company 
will turn out Renault-5, a small 4» 
cylinder, two-door, four-passenger eco¬ 
nomy car, which it hopes to sell at a price 
of about US $ 4,000 or less. The produc¬ 
tion plan provides for a target of 100,000 
Renaults per year to be reached in the 
fourth year of the scheme. Currently, 
Citroer Cran is manufacturing "Jyanes** 
automobiles, the output of which was 
10,200 vehicles last year. They will be 
gradually phased out as the production 
of Renault-5 gets going. It is worth not¬ 
ing that the company, which went into 
production in 1967 with an initial capi¬ 
tal of US $ 1.25 million, increased its 
capital to about US $ 5 million in the 
next five years. 

output of trucks 

Iran, of course, needs many more motor 
vehicles for transporting goods across the 
land than it may desire to have for passen¬ 
ger travel on business or pleasure. An 
all-out attempt is therefore being made 
to speed up the output of trucks. General 
Motors Iran is embarking on a $ 700 
million master-plan for the large-scale 
manufacture of heavy duty vehicles. The 
scheme, which has been cleared by the 
ministry of Industries and Mines and is 
now under way, will attempt to produce 
160,000 trucks annually at the end of the 
next five years. The initial annual capa¬ 
city would be 72,000 vehicles of all types. 
GM, Iran presently produces 13,000 cars 
of three models of the Chevrolet-Ir n per 
year. Under the new plan, the production 
of approximately eight models of trucks, 
ranging from 1-ton pick-ups to 25-ton 
trailers would begin next April. Within 
nd a half years from now this plant 
will have equipped itself with manufactur¬ 
ing facilities for 6-cylinder engines for pas¬ 
senger cars and diesel engines for trucks, 
a foundry, press shops and a transmission 
and steering box production unit. The 
company is expected to produce in the 
year 1978 a total of 100,000 trucks and 
72,000 cars. This number will eventually 
reach 160,000 units of each and 15,000 
jeeps by 1980. The project is expected to 
employ 17,000 workers and specialists 
at its peak. The latter would include 
about 260 foreign technicians and experts 
who, it is stated, will stay at the plant for 
the shortest time required to tram their 
Iranian substitutes in specialized jobs. 

Since Iranian agricultural planning, 
which is currently biassed in favour of the 
development of agro-industrial complexes 
based on largely farming operations and 
modern cultural practices, calls for a 
certain degree of mechanization for eco¬ 
nomizing on farm labour, the tractor 
industry is being encouraged to expand. 
Iran has now three makes of tractors 


which are now being assembled in Iran. 
Resides the American "John Deere** 
plant, there are the facilities of the Iran 
Tractor-makingCompany in Tabriz, where 
the Rumanian "Universal** tractors and, 
more recently, the "Massey Ferguson’* 
tractors are being put together. The 
Iran Tractor-making Company currently 
assembles 40 Universal and 10 Massey 
Fergusons daily. The company’s long- 
range plans call for a total annual manu¬ 
facture of 300,000 tractors. Work has 
begun on a moulding factory with an 
annual capacity of 70,000 tonnes and 
related workshops, which will be used to 
manufacture 20,000 complete tractors plus 
10,000 separate motors annually. Total 
investment in the facilities for the manu¬ 
facture of the Massey Ferguson body and 
motor is expected to exceed S200 million. 

Iran's growing population and rising 
standards of living necessarily compel its 
government to give thought to the ade¬ 
quate development of its food and raw 
material resources and connected indus¬ 
tries. At present the agricultural sector 
engages about 40 per cent of the country’s 
working population and contributes about 
18 per cent to the GNP. The fifth Plan 
envisages a growth rate of seven per cent 
in this sector and estimates that the invest¬ 
ment required for this purpose may be of 
the order of $7 billion for the Plan period. 
Although the lion’s share of these re¬ 
sources will be provided by the govern¬ 
ment in the form of infrastructural deve¬ 
lopment or long-term low-interest loans 
to farmers, it is expected that private 
capital will also contribute considerably 
to the investment targets in agriculture. 

irrigation facility 

There are over four million hectares of 
regularly irrigated farmland in Iran. About 
half of it will be cultivated by the indi¬ 
vidual farmers while 30 per cent is to be 
exploited by the commercial-sized farms, 

12 per cent by farm corporations and co¬ 
operatises and eight per cent by agro- 
industry. It is expected that, although the 
share of agro-industry is thus relatively 
small in terms of the area cultivated, its 
contribution to the investment target in 
agriculture will be considerable since 
much of its operations will be capital- 
intensive. 

Recently the minister for Agriculture 
and Natural Resources, Mr Mansur Rou- 
hani, declared that the nation’s food 
requirements, which rose by 22 per cent 
last year and was bound to increase 
steadily in future, could be met only if 
agro-industry, along with mechanized 
agricultural systems, played a dynamic 
role in increasing and diversifying farm 
production. He said that the goal was for 
Iran to become self-sufficient to the 


extent of 80 per cent in respect of its food 
requirements with in the next fifteen years. 
He referred to the production of 110,000 
tonnes of sugar in Khuzestan last year 
by agro-industrial and farming corpo¬ 
rations and pointed out that this saved 
the country S 110 million in foreign 
exchange. He also disclosed that whereas 
traditional farming in Kermanshah pro¬ 
duced only about 15 tonnes of sugar- 
beet per hectare, modern mechanized 
agricultural systems in Khuzestan obtain¬ 
ed an average of 45 tonnes per hectare. 

intensive farming 

Indicatingthe government’s plans for 
raising the output of milk and meat with 
the adoption of intensive farming methods 
at the meat and milk "complexes” set up 
lor the purpose, the minister emphasized 
the fact that improved breeds, lot-fed 
with concentrated fodders and well-tend¬ 
ed, could yield 6,000 litres of milk a year, 
as against 700 litres given by the native 
cow, with a corresponding increase in 
carcass weight and quality. The fifth 
Plan aims at stepping up the value added 
of the foodstuffs, beverages and tobacco 
industries at an annual average rate of 
4.8 per cent. The goal is to ensure self- 
sufficiency in most branches of the food 
industry and aim at initiating or increas¬ 
ing exports of some products such as fish, 
dates and vegetable oil. The develop¬ 
ment of the food and agricultural raw 
material sector will naturally call for the 
establishment or expansion of a number 
of allied industries having to do with the 
processing, transport and marketing of 
farm products. The fifth Plan envisages 
that the fixed capital formation for the 
development of agriculture and natural 
resources would be of the order of $4.5 
billion out of w f hich $2.62 billion would 
be on account of the public sector and 
$1.96 billion on account of the private 
sector. 

Among other* industries slated for 
substantial or rapid growth are thetextile 
industry with emphasis on readymade 
clothing, cement, aluminium, paper, hides 
and skins and leather, and communi¬ 
cations equipment, electronics, light 
engineering and plastics. 

The completion of four leather factories 
costing in all about $36 million is being 
projected as a programme for making 
Iran a major producer and exporter of 
leather and leather goods. The units 
will be set up in different parts of the 
country with joint investment by a num¬ 
ber of private and public institutions 
including the Industrial Deveiopme i\ 
Renovation Organization and the indu - 
trial Credit Bank. The four factories 
among themselves will process 15,500 she :p 
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and goat skins daily while one of them 
will also process l ,000 cattle skins daily. 
Tanning and other necessary machinery 
and equipment as well as technical know¬ 
how are to be procured from Spain. 
Yugoslavia, Italy, West Germany and 
Czechoslovakia and the production sche¬ 
dule will be in two stages, the first one 
being the manufacture of thin quality 
leather for gloves, clothes, women’s bags 
and shoes. The second stage provides for 
the establishment of workshops for the 
production of shoes, bags, sheep skin 
coats and other leather goods. 

An explosion in the demand for tele¬ 
phones is expected to provide vast scope 
for the growth of the telecommunications 
industry. There are at present 470,000 
telephones in Iran and the number is 
expected to go up to two million by the 
end of the current five-year Plan. Again, 
it is estimated that, by the end of the 
sixth Plan, the phone population will 
have increased to 35 telephones per 100 
working people. The present exchanges 
have only 5.000 to 20,000 connections but 
the future exchanges are scheduled to have 
from 50,000 to 70,000 lines. Planning for 
the growth of the telephone network is 
proceeding on the basis that there will 
be 3.75 million new telephones and 75 
new exchanges by the end of the sixth 
five-year Plan. To cope with the increas¬ 


ing demand for telephones the company 
has commissioned its manufacturers to 
launch a crash programme which will 
increase the number of trunk circuits 
from 2,277 to 8,513. Since nearly two 
million telephone instruments ■ will be 
installed over the next four years, there 
will be a sharp rise in trunk traffic and 
most of this traffic will have to be routed 
through the satellite. All the basic prepa- 
rations have been made for this task and 
many large and small contracts have been 
signed with various internationally known 
companies to help Iranian technicians 
carry their 40-year-old telecommunica¬ 
tion system into the modern era of com¬ 
puterized operation. 

Iran has large ambitions with regard 
to the shipbuilding industry. Its first 
shipyard, a massive 3500 million com¬ 
plex, will be built 30 kilometres west of 
Bandar Abbas near the Straits of Hormoz- 
The dredging of the basin and the build¬ 
ing of dykes and canals will begin in 1976. 
This phase will cost about 380 million. 
After the first phase has been completed 
in about two years, the installation of 
shipbuilding and repair facilities will 
begin and, by the end of the second phase 
in 1979, the yard should be able to build 
20,000-tonne ships. A large number of 
companies in Holland, West Germany, 
the United States, France, Italy, the UK 


Financial markets 


Jossteyn Hennessy London 


emerging 


The traumatic economic developments 
of the past eighteen months or so have 
led nearly all the world’s leading finan¬ 
cial centres and institutions to face 
their most critical period since the days 
of the inter-war recession and the Great 
Crash. Problems which have confronted 
and, in most cases continue to confront, 
the industrial sector in all economies— 
especially severe inflation, particularly 
of wage costs in some countries, the 
lingering effects of the oil crisis and a 
deepening recession following the almost 
universal boom of 1973 - have been re¬ 
flected in stock market collapses and a 
steep decline in industrial confidence. 
Institutional losses and failures have 
been experienced in the banking and 
Other financial sectors in western 
Europe and the United States, mainly 
as a result of the economic environment 
but occasionally because of misjudge¬ 


ments in policy decisions and operations. 

Commercial banks have been pro¬ 
foundly affected by these and other 
factors. Since such banks which ope¬ 
rate on a global bases are concerned 
with the transmission of funds on be¬ 
half of customers—to settle both normal 
trading transactions and to facilitate 
capital flows across national bounda¬ 
ries—imbalances in countries’ inter¬ 
national payments, which have been 
severely afflicted by the quadrupling of 
oil prices, and the resultant pressures 
on exchange rates, have handicapped 
even these basic functions. Rapid 
fluctuations have occurred in exchange 
rates and the opportunities for spectacu¬ 
lar gains (and losses) have multiplied, 
as was dramatically revealed in the case 
of the West German Herstatt collapse. 
Such shocks had a dramatic impact on 


and Spain have been invited to submit 
offers for constructing the shipyard. 

The promotion of small industries on 
modem lines has lately been receiving 
increased attention. A law was passed in 
May this year providing for the establish** 
ment of a special institution, the Organi¬ 
zation of Small-scale Industries of Iran, 
for encouraging the investment of capital 
resources of the private sector in auxi¬ 
liary industries either as feeder to large 
industries or as satellites using the raw 
materials of the big industries for pro¬ 
duction of consumer goods. Once the 
small-scale industry receives its operat¬ 
ing permit, the Organization wilt render 
assistance in recruiting personnel and 
training workmen or technicians while 
the installation of the plant is under way. 
It will also grant loans and credits on 
easy terms besides assisting with infra¬ 
structure facilities such as land, roads, 
water, electricity, telephone and work¬ 
shops. A special feature of the services 
will be mobile workshops which will be 
equipped with complete repair ;*nd ser¬ 
vice facilities and will visit units in vari¬ 
ous industrial regions. Over 10,000 small 
industrial units are expected to benefit 
from the services of this Organization 
during the rest of the fifth Plan period. 

(To be continued) 


from crisis 


turnover, and also on the role played by 
the world’s leading central banks in 
policing domestic and international mar¬ 
kets. A more active participation was 
slowly adopted by the authorities in re¬ 
medying these difficulties and in Septem¬ 
ber last they announced their intention 
to monitor the foreign exchange activi¬ 
ties of banks under their control and to 
prevent liquidity crises damaging the 
remaining fragile degree of confidence. 
Currently central banks are attempting 
to unravel the complex web which exists 
in foreign exchange operations both in 
and between various financial centres. 
Supervisory controls are being examined 
in the ultimate hope of devising an 
effective ‘early warning system’. 

The main preoccupation of the inter¬ 
national markets in the last eighteen 
months has been the handling of the 
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enormous surplus revenues of the oil 
producing states. It has been estimated 
that this surplus amounted to just over 
$56,000 million in 1974, and, because of 
the limited financial infrastructure of 
the oil producers, the responsibility for 
channeling this amount has largely de¬ 
volved upon the private markets in vari¬ 
ous centres, especially London and New 
York. The sudden emergence of this 
totally new factor in world finance ini¬ 
tially threw the markets into some con¬ 
fusion, especially since the basic im¬ 
plication was that the greater part of 
the surplus funds would be recycled 
through the markets to individual indus¬ 
trial countries suffering from the balance 
of payments deficits largely induced by 
the sane increase in oil prices. 

‘Recycling* became a major function 
of the fcuro-currency markets, primarily 
because of the oil producers' desire to 
place their surpluses largely in short¬ 
term bunk deposits, when the inter¬ 
national banking system was already in 
some disarray as a result of currency 
upheavals. The resultant pressures in 
the inter-bank operations, which arc so 
crucial to the functioning of this market, 
again led in mid-1974 to a crisis of 
confidence as to the capability of cer¬ 
tain institutions. 

extensive borrowing 

Such doubts meant that depositors 
(especially the OPEC' members with their 
surplus funds) tended to favour the lar¬ 
ger banks in the market and the smal¬ 
ler banks, in experiencing some diffi¬ 
culty in raising deposits -and thus meet¬ 
ing their lending commitments-had to 
pay a higher rate in order to attract 
funds. For all banks in the market the 
major operational problem has been re¬ 
conciling the acceptance of essentially 
short-term deposits (usually on a roll¬ 
over basis) with the on-lending of 
these funds on a long-term basis and, 
as was especially the case twelve months 
ago, invariably to industrial countries 
whose credit status was being under¬ 
mined mainly by the added cost of oil. 
Countries such as the United Kingdom, 
Italy and France borrowed extensively 
on the Euro-markets in 1974 but in the 
latter part of the year such medium-term 
lending slowed up dramatically. Even 
the larger banks were suffering from a 
deterioration in their critical capital to 
deposit ratios, which resulted in a 
growing reluctance to engage in straight 
balance of payments financing for 
periods as long as ten years. 

Activity in the market has picked up 
again in recent months and it has also 
been noticeable that loans are much 
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smaller. in .amount (seldom over $250 
million), loan maturities have shortened 
considerably, repayments have started 
earlier and borrowers are being charged 
more. These trends are expected to 
continue but, although more eligible bor¬ 
rowers are coming to the market and the 
supply of funds is becoming more stable, 
it is most unlikely that the frenzied 
activity in the vast‘jumbo-sized* loans of 
1972 and 1973 will be repeated. Future 
business should be altogether more res¬ 
trained and disciplined, partly because of 
an inevitable reaction to the recent crisis 
but also because the private markets will 
have a lesser role to play in the recycling 
process as a result of the following 
factors. 

First, the oil producers’ imports have 
increased more rapidly than was originally 
anticipated and, consequently, the 
pressures originally imposed by the need 
to finance the deficits of the oil importing 
countries have correspondingly been less 
than was feared. The OPEC group increas¬ 
ed their imports of goods and services by 
between 70 per cent and 75 per cent dur¬ 
ing 1974. Since indications are that this 
trend will intensify and that world demand 
for OPESC oil is being reduced, it is likely 
that the imbalance between the oil export¬ 
ing and importing countries has passed 
its peak. The OPEC surplus in 1975 is 
expected to be of about the same as last 
year and will probably decline in the 
future, with equilibrium possibly by 1980. 
The official recycling facilities that have 
been implemented by the IMF, the EEC 
members and the OLCD, (its ‘safely net* 
scheme amounts to some $25,000 million 
but will only be used in extreme circums¬ 
tances) have also reduced the inter¬ 
mediary role of the Euro-markets. The 
new position is that the private banking 
and capital markets have been, and should 
continue to be. able to participate in the 
process more efficiently than was general¬ 
ly envisaged some time ago. 

revival in turnover 

Recent months have seen a revival 
in turnover on the foreign exchanges as 
confidence has slowly begun to return 
after last year’s crises. Certain currencies 
remain under pressure but the steps taken 
by the authorities in response to the 
upheavals of 1974 should help market 
conditions to be more stable. One 
recent development which has had impor¬ 
tant repercussions in the foreign exchange 
markets has been the policies adopted 
by the major industrialised nations 
towards interest rates. Monetary policies 
overall have been eased in response to 
the slowdown in activity in the industria¬ 
lised countries and short-term interest 
rates have accordingly been lowered. 
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However, that such movements have 
occurred independently has been a major 
factor in influencing the relative strengths 
of major currencies. The relative weak¬ 
ness of the dollar earlier this year was 
primarily due to the decline in short-term 
rates occurring initially in the United 
States: the fall in Treasury bill rates from 
9.27 per cent atend-August 1974 to 7.26 
per cent in December and 5.63 per cent 
in February was matched by a widening 
of the dollar’s trade-weigh ted deprecia¬ 
tion against fourteen major currencies 
since the Washington currency agreement 
of December, 1971, from 5.4 per cent in 
August to 7.1 percent and 8.1 per cent 
on the first dealing days in February and 
April respectively. The dollar had, 
however, reached its weakest level of an 
average depreciation of 9.41 per cent at 
the beginning of March when it was felt 
interest rates would decline even further. 
The subsequent recovery was partially 
aided by the reduction in interest rates in 
several European countries and the ten¬ 
dency for US domestic rates to show an 
upward trend. 

downward movement 

The Deutschemark’s long-standing 
strength, for example, was slightly re¬ 
versed in March under the influence of a 
downward movement in rates, but the 
generally favourable indicators suggest 
an optimistic outlook for the currency. 
While this could also be true for the 
dollar, the continued decline of the 
£ against most other currencies reflects the 
apparent inability to restrain inflation in 
the United Kingdom. The Bank of 
England's weighted index of the value of 
sterling against ten key currencies, after 
having remained relatively steady around 
18 per cent from mid-1973 to late 1974, 
has depreciated sharply this year and ex¬ 
ceeded 25 per cent in mid-May. The 
bank’s intervention in the market has 
been necessary to support the rate. 

Despite these pressures on individual 
currencies it is unlikely that the crises 
of last year, which resulted in losses be¬ 
cause of foreign exchange operations will 
be repeated. In the United Kingdom, for 
example, the Bank of England has taken 
steps to improve the procedures which 
individual banks could exercise over their 
internal controls of such operations. In 
December last a memorandum on this 
point was sent to all authorised banks. 
The Bank also requested that all banks 
registered in the United Kingdom should 
provide details of the foreign exchange 
dealing powers to branches and subsidi¬ 
aries abroad. 

The tentative steps by the Committee 
of Twenty towards restructuring the 
international monetary system after 
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the collapse of Bretton Woods system in 
1971 were modified by the onset of the 
oil crisis. Recognition of some of the 
severe financial implications of that 
crisis led the Committee to decide to 
give priority to certain aspects of reform 
and to defer other issues to a later date. 
In presenting its final report in June, 
1974, the Committee recommended that 
in those areas on which detailed agree¬ 
ment between participants had not been 
possible (basically, such issues as the im¬ 
plementation of effective and symmetri¬ 
cal measures with regard to exchange 
rate adjustment, liquidity and reserve 
balances, and the future role of the SDR) 


arrangements should be implemented as 
and when the Fund judged it feasible. 

The aspects on which agreement had 
been reached, and where immediate 
steps would be taken, included the esta- 
blishment of an interim committee to 
undertake further work on the manage¬ 
ment of the system, the adoption of 
rough guidelines for floating rates, the 
revaluation (in terms of 16 currencies) of 
the SDR and the introduction of an 
IMF oil facility to assist members hit by 
increased oil imports. In practical terms 
the last two decisions were the most im¬ 
portant, since the SDR was given extra 


status because of its new link to a ‘bas¬ 
ket’ of currencies weighted according to 
their relative trading importance, and 
the facility, which was denominated in 
SDRs, was the first official internation¬ 
al action taken to ease the recycling 
burden imposed on the private market 
intermediaries. A new Scheme for 197S 
has recently been completed, equivalent 
to SDR 5,000 million (about $6,000 
million) as compared to SDR 3,000 
million for the 1974 facility. Despite 
these developments, it is unlikely that 
any far-reaching restructuring of the 
monetary system will be achieved for 
some considerable time. 


Newspapers go to the wall 

E. B. Brook Vienna 


How much future there is for a large 
part of the world press is a question 
many dependent on the industry in 
Europe are asking themselves. 

The prospect of further newsprint 
price increases is only one of the many 
sources of anxiety to the press industry. 
Broadly speaking, the sources of concern 
are increasing cost of newsprint, unions’ 
reluctance to consider rationalisation 
plans for production, governments’ fairly 
widespread intent to exercise greater con¬ 
trol over all sources of information and 
overall soaring costs matched by falling 
sales. The decline in sales appears to 
be caused by the unavoidable increase in 
newspaper prices at a time when infla¬ 
tion is making everyday life for the 
family steadily more expensive. This 
extra call on the buyer’s pocket comes 
also at a time when there is evidence of 
increasing public indifference to news in 
general. 

varying factors 

These factors vary greatly from one 
country to another. Austria, where 
this article is written, is one of the few 
lucky countries to have a strong currency, 
sizeable indigenous sources of newsprint 
and a government which provides nearly 
£2 million a year to support the news¬ 
papers. Even this help does not amount 
to much on an equal per head basis since 
there are about 30 daily newspapers in 
this small country of some 71 million 
inhabitants. Two dailies from Vienna can 
be described as big circulation papers- 
one sells well over a million copies a day- 
but most of the aid goes to the many 
small provincial dailies and supports 


them from being pushed economically 
out of competition. Much more money 
is forthcoming for some of the news¬ 
papers from chambers of commerce, 
trade unions and from some major 
private industries. But the small ‘‘big” 
industries here cannot provide enough 
cash to keep some of the conservative 
weekly “glossies” going. 

opposite trend 

The precisely opposite trend is obser¬ 
vable in France. There the glossies 
flourish while the newspapers go to the 
wall. Fifty years ago 60 dailies were 
published in Paris. Today there are 
only eleven. Of the bigger of these 
eleven only Le Monde can be described 
as financially successful. 

Nationally, the circulation of French 
newspapers has remained almost statio¬ 
nary for years, failing completely to keep 
pace ( with population growth and the 
wider education now provided. Several 
of even the most popular newspapers 
have been in financial difficulties for 
years. French printers* unions have 
been fully as obdurate against changes 
in printing or publishing methods as any 
in Britain. 

Compared with the Frenchman the 
Briton is a voracious newspaper reader. 
In 1970 only 13 million newspapers were 
sold daily in France compared with 24 
millions in Britain. But the British press 
is now feeling a dangerous draught. 
Since early 1974 British daily newspaper 
sales have fallen by nearly one million 
and Sunday newspaper sales by one and 


a half million. The weekly Observer, 
after a severe fall in circulation, warned 
that if rationalisation was not possible 
and immediate improvement in sales not 
achieved it would not lust the year. 
Many notable titles have disappeared 
from Fleet Street in the last half cen¬ 
tury—the Westminster Gazette, the 
Morning Post, the News-Chronicle, the 
Graphic and the Sketch. 

The German, also a great reader of 
newspapers, will be served next year by 
15 per cent fewer newpapers than in 
1975 owing to enforced amalgamations 
or to closing down of publications. In 
neighbouring Switzerland, where every 
canton preserves jealously its individuali¬ 
ty and its own newspaper, the federal 
government in Bern is having to hand 
out from next year 56 million francs an¬ 
nually to keep newspapers in circulation. 
The Italian press, like wise, continuously 
needs injections of government subven¬ 
tions as well as industrial and union 
help. As a result it is acu*ely subject to 
pressures by all three. 

sad stats 

Are government pressures and union 
obduracy the principal causes of this sad 
state of the European newspaper world? 
Government pressure in some form is to 
be expected if government help is 
offered and accepted. Union militancy 
spoils the well-being of many industries 
besides newspapers and with more fre¬ 
quency. 

The falling-off of the newspaper-reading 
habit in Britain and France is significant. 
On the whole, both countries have good. 
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efficient newspapers. But many of them 
seem to be out of touch with the angry 
reaction of the over-30 middle class to 
inflation and to their quietly increasing 
anti-leftism as strikes and union—ins¬ 
pired price increases threaten some as¬ 
pects of family well-being. This middle- 
class resentment appears to be revealed 
in the fact that in Britain and France 
it is the more left-wing press which ex¬ 
perience the sharpest falls in circulation. 
The worker who is leftist will buy a dis¬ 
tinctly leftist newspaper, the middle-class 
supports increasingly the more distinctly 
rightist press, leaving the liberals, the 
intellectuals and the “pinks” in the 
middle to experience the draught. 

For many, also, all the newspapers fail 
so far to be able to match the immediate, 
visual reporting and the illustrated com¬ 
ment provided by televison which also 
provides entertainment. The football fan 
can watch his team win or lose instead of 
waiting for the details in the evening 
“specials”. To some extent the technique 
of the newspaper press is 40 or 50 years 
old and cannot hope to compete with the 
immediacy and vividness of the new 
channels of information and entertain¬ 
ment. 


public cynicism 

Added to this disadvantage is the 
evidence of public boredom and cyni¬ 
cism with politics in Europe. The Com- 
mon Market, aiming to make west 
Europe economically one, has to admit 
rising prices in all its constituents and 
much recrimination over trade between 
them. CATO is fully operational but 
the threat from east Europe continues. 
In 30 years Europe has withdrawn com¬ 
pletely from Asia and Africa and the 
element of news interest in those areas 
shown formerly by the Europeans has 
vanished. Politics and its promises have 
become a bore. Polling per centage are 
falling; the British Common Market re¬ 
ferendum attracted only 65 per cent of 
voters. 


The newspapers, which developed 
their techniques of reporting and inform¬ 
ed comment over a century ago, suffer 
the prejudice of a disillusioned middle- 
class without winning any noticeable 
enthusiasm from the post-war generations 
who demand more immediacy, more 
entertainment element and something 
more inspiring than mere recording 
Sixty years ago Northcliffe revolutionized 
the press to meet new circumstances but 
there is no sign of another Northcliffe to 
jerk an old medium into new, satisfying 
.ways. Without one the decline is set to 
continue. 



nay be one of 
those will si hut 
no money. You had 
belief come to us. 
Vo will 
fiaanceyou. 

We have schemes. Quite a few of 
them for people just like you. 
Schemes which will help you set up 
your enterprise, make a decent 
living...and march towards prosperity. 

For details contact our nearest branch. 

bonk of 
mohofo/htro 

1177, Budhwar Peth, Bajirao Rond, 
Poon3-411002 
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The Bank of Rajasthan Limited 

Rtgd. Office: Clock Tower, Udaipur Control Office: Johori Bazar, Jaipur 


Directors' Report 

for the year ended 31st December, 1974 


{lo be submitted to the Shareholders at the 32nd Annual General Meeting to be held at the Registered Office of the Company at Clock Tower % Udaipur 
on Saturday , the 21st June 1975 at 2.30 P.M.) 

The Dircciors have pleasure in submitting their Report, Balance Sheet and the Profit & Loss A/c for the year ended 31st December 1974 together 
with the Auditors' Report. 

Capital and Reserves 

After transfer of a sum of Rs. 6,25,000 to Reserve fund under Section 17 of the Banking Regulation Act, 1949, the total Reserves of the Bank, 
including Share Premium Account, have risen to Rs. 41,13,650. The total of Paid-up Capital and Reserves, thus amount to Rs. 71,13,650. 

Working Funds : The Working Funds of the Bank have risen from Rs. 41,95,83,412/- to Rs. 43,60,68,721/-. 

Deposits : During the year under review, the deposits of the Bank increased by Rs. 3,51,22,759/- and aggregated Rs. 38,20,77,107/-. 

IavMdmenfs 

The investment of the Bank amounted toRs. 11,99,11,165/- as against Rs. 11,01,77,885/- as at the close of previous year. Of this, 97.9% was 
invested in Government and other Trustee securities. The securities maturing within 15 years formed 90.1 % of the Bank's total investments. 

Advances 

The Advances (including Bills Purchased and Discounted) as on 31st December, 1974, aggregated Rs. 25,38,07,944/- as against Rs. 24,39,50,331/- 
of the last year. The credit-deposit ratio at the end of December, 1974 was around 66.43%. Our advances to priority sectors and other neglected sec¬ 
tors such as road-transport operators, retail and small traders, professional and self-employed persons amounted to Rs. 4.11 crores. Us compared to 
Rs. 2.80 crores for 1973. 

During the current year, we have undertaken to provide financial assistance to the farmers for digging a large number of new wells and deepening 
of old wells in the Udaipur District, where we are playing our role as Lead Bank jointly with the State Bank of Bikaner and Jaipur. We have also 
agreed to grant advances to agriculturists for development of land in the Rajasthan Canal and Chambal Command areas, under the Scheme approved 
by the Agricultural Refinance Corporation of India. 

You will be glad to know that we have commenced the handling of our foreign exchange business at Johri Bazar Jaipur branch with effect from 
29th April, 1975. We hope with these achievements and other usual advances to priority sectors that our branches are making, we shall be able to 
show better performance in regard to advances to priority sectors during the current year. 

Branch Expansion 

During the year under review, we could open only two branches, one in the campus of the Board of Secondary Education Ajmer and another at 
Padampur in Ganganagar District, both in Rajasthan State. The total number of branches thus increased to 104. 

The performance with regard to the opening of branches has not been satisfactory which is chiefly attributable to the shortage of managerial per¬ 
sonnel. With the settlement of the promotion policy with the Staff Union, it will be now possible to promote stafT to the Officers’ cadre from amongst 
the ranks as well as recruit Officers from outside and we hope that with the availability of managerial staff, we will be able to open new branches in 
the current year as well as in the years to come. 

During the current year, we have opened one branch each at Morak and Suratgarh and have established an extension counter of Nimbahera branch 
in the compound of M/s J.K. Cement Works, Nimbahera. 

Profit and its Appropriation 

The net profit of the Bank for 1974 was Rs. 19,98,331.26 as against Rs. 15,99,978.75 for the previous year* After adding thereto, a sum of 
Rs. 1490.31 brought forward from the previous year, a sum of Rs. 19,99,821.57 is available for appropriation. After transferring a sum of Rs. 6,25,000/- 
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to Reserve Fund, under Sectfoa 17 of the Banking Regulation Act, 1949, there remains a balance of Rs. 1.1,74,821.57 subject to payment of bonus to statf 
and dividend to shareholders. The Directors recommend to declare a dividend at 12% per annum subject to tax and the approval of the Reserve Bank 
of India* which will absorb a turn of R& 3,60,000/- leaving a balance of Rs. 10,14,821.57 to be carried forward, subject to payment of bonus to *tatr. 

Management 

Shri S. D. Mehra, whole time Chairman and Chief Executive Officer, resigned and was relieved from the services of the Bank with effect from 8th 
August, 1974 and Shri J. M. Agarwal, on deputation from the Reserve Bank of India, took over the charge as whole time Chairman and Chief Exe¬ 
cutive Officer. The Bank places on record, its deep appreciation of the valuable services rendered by Shri Mehra, as whole time Chairman and Chief 
Executive Officer. 

Directors 

In accordance with Article 119 of the Articles of Association of the Bank, Seth Shri Chunilalji Jaipuria and Rani Urmila Devi of Masada retire 
> from the Board of Directors by rotation and being eligible, offer themselves for re-election 

Statement Under Section 217 (2-A) of the Companies Act, 1956. 

The statement required to be made under Sec. 217 (2-A) of the Companies Act, 1956 is annexed hereto. 

Appointment of Auditors 

The shareholders arc requested to appoint Auditors for the current year and to li\ their remuneration. Under Section 30 (I-A) of the Banking 
Regulation Act. 1949, every banking company is required to obtain the prior approval of the Reserve Bank of India for appointing the Auditors. Accord¬ 
ingly an application is being made to the Reserve Bank of India for rc-appointmcnt of the retiring Auditors, for their approval. 

The Directors are thankful to the shareholders and the constituents of the Bank for their continued patronage. They also put on record their 
appreciation of the services rendered by the officers and staff of the Bank. 


Jaipur 

16th May, 1975 


By order of the Board 
J. M. 'Agarwal 
Chairman 


Statement showing the informations required to be furnished under Section 217 < 2-A) of the Companies Act. 1956 read with the Companies (Particulars of 
Employees) Rule, 1975 and forming part of the Directors' Report for the year ended 31st December, 1974. 


s. 

Name 

Designation 

Remuneration 

Nature of 

Other terms & 

Nature of 

Qualification & 

Date of Com 

No. 




Employment 

conditions 

Duties 

Experience 

mencemcnt of 
Employment 


(a) Employed throughout the financial year under review and were in receipt of remuneration for that financial year m the aggregate not less 

than Rs. 36,000;- 

1. Shri J.S. Babel General Manager 38,263 07 Permanent Whole time Administrative B. Com. 28 yrs. 18.4.1951 

employee in Banking 

(b) Employed for a part of the year under review and were in receipt of remuneration for any part of that year at a rate which, in the aggregate was 
not less than Rs. 3,000/- p.m. 


2. Shri S. 13. Mehra 

Chuirnian & Chief 
Executive Officer 

48.424 02 

Contractual 

Whole time 
employee 

Chief Execu¬ 
tive Officer 

B.A..,C'.A.I.i.B. 
38yis. in 
Banking 

15.7.70 
resigned and 
relieved on 
8.8.1974 

3. Shri J.M. Agarwal 

Chairman & Chief 
Executive Officer 

16.557 35 

On deputation 
for two years 
from Reserve 
Bank or India 
from 2.8 1974 

Whole lime 
employee 

Chief Execu¬ 
tive Officer 

B. Com. 

29 years, in 
Banking 

2.8.1974 


Note\ None of the above employees is related to any director or manager of the Bank. 
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The Bank of 

Balance Sheet as at 


1973 CAPITAL AND LIABILITIES 


1974 


Rs. P. 


1. Capital 


40,00,000 00 
30,00,000 00 
30,00,000 00 


30,00,000 00 


Authorised Capital 40,000 Shares of Rs. 100/- each 
Issued Capital 30,000 Shares of Rs. 100/- each 
Subscribed Capital 30,000 Shares of Rs. 100/- each 
Paid-up Capital : 

30,000 Shares of Rs. 100/- each, fully paid-up 


Rs. P. Rs. P. 

40,00,000 00 
30 00,000 00 
30,00,000 00 


30,00,000 00 30,00,000 00 


2. Reserve Fund and other Reserves 


27,35,100 00 
7,49,000 00 
4,550 00 


34,88,650 00 


Reserve Fund under Section 17 of Banking Regulation Act, 1949 

Other Reserves 

Share Premium Account 


3. Deposits and other Accounts 


5,40,308 40 
19,97,51,950 69 

*20,02^92,259 09 
7,91,97,488 82 

17,73,562-94 

6,51,75,315-93 

6,69,49,878 87 
5,14,720-78 

34,69,54,347 56 


4. 


2,23,39,802 98 
Nil 


8,22,465-21 
1,60,54,702 77 
54,62,635-00 


2,23,39,802 98 
1,91,55,231-26 5. 

6 . 

2,41,66,565 36 
2,83,927 04 


Fixed & Call Deposits 

(a) Banks 3,05,000 00 

(b) Others 21,52,25,685 -36 


Savings Bank Deposits 

Current Accounts Contingency (Unadjusted) 

(a) Banks 38,57,781-71 

(b) Others 7,07,32,432 82 


Staff Security Deposits 

(Deposited with this Bank itself, being a Scheduled Bank) 

Borrowings From other Banking Companies, Agents etc. 

(0 In India 
(ii) Outside India 

Particulars : 

(i) Secured (Government Securities) 

(ii) Unsecured 

(iii) By way of Call Deposits from Banking Companies 


Bills Payable 

Bills for Collection being Bills Receivable As Per Contra 

(i) Payable in India 

(ii) Payable outside India 


2,44,50,492 40 

7. Other Liabilities 


39,887 58 
15,46,132-07 
Nil 

42,084*63 
1,74,38,607 63 
42,42,237-92 
44,047 76 
, 2,500 00 


(0 Unpaid Dividends 

(ii) Provision for Income Tax & Interest Tax 
(/if) Bonus to Staff 
(/>) Staff Benefit Account 
(v) Branch Adjustments 
(v/) Sundry Creditors Account 
(vii) Unexpired Discount 
(viii) Provision for Staff Training 


2,33,55,497 59 


33,60,100.00 

7,49,000.00 

4,550.00 

—-- 41,13,650 00 


21,55,30,685 36 
9,14,14,966 04 
7,45,90,214 53 
5,41,240 78 

- 38,20,77,106 71 


72,32,157 23 
Nil 


32,67,157 23 
Nil 

39,65,000 00 


3,01,46,220 94 
38,86,409 01 


72,32,157-23 
1,57,60,193 53 

3,40,32,629 95 


66,902 16 
37,92,728 07 
5,00,000 00 
42,084 63 
1,19,59,678 30 
61,31,591 70 
15,307 36 
2,500 00 

- 2,25,10,792 22 


44,^7,44,021*79 


Total carried over 


46,87,26,529 64 
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Rajasthan Ltd. 

31st December, 1974 


1973 

PROPERTY & ASSETS 



1974 


Rs. p. 




Rs. P. 

Rs. P. 

4S.06.37.826 49 
48.53,857-92 
17,22,629-62 
12,941 57 

Less —Depreciation as per last Balance Sheet 

Cm—Depreciation on sale/written off during the year 

Brought Forward 

20,34,148 87 
14,201 74 

54,41,798 82 48,89,99,708 10 

I7.09.6R8 05 
3,24,460 82 

Depreciation during the year 


20,19.947 13 
3,57,533 80 . 

23,77,480 93 

30,64,317 89 

20,34.148-87 






28,19,709 05 






Nil 

11.23,653 91 
36,797 55 
28,23,182 50 
33,977 01 
7,82,491 23 
21,01,288 02 
27.11,976 42 
1,224 28 

4,99,354 29 
74,077 19 

10. Other Assets Including Silver 
(i) Silver 

<ii) Sundry Debtors 
(iii) Stamps 
(iv> Cash in Transit 
(v) Prepaid Insurance 
(vi> Stationery in Stock 
(vii) Income accrued but not realised 

(viii) Income Tax deducted at source and Income Tax paid in advance 
(ix) Building Equipment 
(xi Conveyance 

As per last Balance Sheet 

Additions during the year 

5,29,975 02 
53,831 18 

Nil 

4,00,776 95 
36,699 30 
15.70,493 00 
48,000 00 
11,59,611 98 
39,18,129 98 
46,89,424 97 
1,224 28 


5,71,431 48 
43,456 46 

Less - Sale/Written off during the year 


5.83,806 20 
65,387 83 



5,29.975.02 
2.57,974 10 
34,203 31 

Less —Depreciation as per last Balance Sheet 

Less —Depreciation on Sale/writtcn off during the year 

2,85,560 84 
39,231 82 

5,18,418 37 



2,23,770 79 
61.790 05 

Add— Depreciation during the year 

2,46,329 02 
54,405-75 

3,00,734 77 

2,17,683 60 

1,20,42,044 06 


2.83,360 84 


2,44,414 J8 


1.00.59,005 10 

11. Non-Banking Assets Acquired in Satisfaction of Claims 

Nil (Stating mode of valuation) ... Nil 


46,35.36,540 64 Grand Total ... 50,41,06,070 05 


J.M. AGARWAL 

Chairman S.K. MANSINGHKA 1 

& H.L. KOTHARJ 0 

Chief Executive Officer CHUNILAL JAIPURIA f Directors J.S. BABEL 

BIRDH1LAL SETHI J General Manager 

Jaipur 

2nd May. 1973 
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The Bank of Rajasthan Ltd. 

Profit & Loss Account for the year ended 31st December, 1974 


1973 

INCOME (Less provision made during the year for bad and doubtful debts and other usual or necessary provisions) 

1974 

Rs. P. 


Rs. P 

2,66,82,269 76 

1. Interest and Discount 

3,49,06,269 75 

41,64,264-78 

2. Commission, Exchange & Brokerage 

63,04,417 43 

1,855 05 

3. Rents 

1,855 20 

3,16,321 90 

4. Net Profit on sale of Investments, Gold and Silver, Land, Premises and other Assets (not credited to Reserves or 



any particular Fund or account) 

Nil 

Nil 

5. Net Profit on revaluation of Investments, Gold and Silver, Land, Premises and other Assets (not credited to 



Reserves or any particular fund or account) 

Nil 

Nil 

6. Income from Non-Banking Assets and Profit from sale of or dealing with such Assets 

Nil 

6,71,443 16 

7. Other Receipts 

8,50,800 90 

3,18,36,154 65 

Total 

4,20,63,343 28 


EXPENDITURE 

_ ~ -- - 

1,57.90,394 66 

1. Interest paid on Deposits, Borrowings etc. 

2,13,31,127 44 

1,12,96,632 09 

2. Salaries, Allowances and Provident Pund 

1,51,43,404 30 

8,000 00 

3. Directors' & Local Committee Members' Fees and Allowances 

*3.900 00 

5,91,399 80 

4. Rent, Taxes, Insurance, Light ing etc. 

7,08,622 69 

28,134 42 

5. Law Charges 

55.471 75 

5,20,124 47 

6. Postage, Telegrams and Stamps 

6,12,7% 79 

30,050 00 

7. Auditors'Fees 

.33,500 00 

5,74,688 92 

8. Depreciation on and Repairs to the Banking Company's Property 

5,35,189 (X) 

5,48,318 36 

9. Stationery, Printing, Advertisement, etc. 

6,15,557 02 

Nil 

10. Loss from sale of or dealing with non-bank ing assets 

Nil 

8,48,433-18 

J1. Other Expenditure 

10,22,443 03 

15,99,978 75 

12. Balance of Profit 

19,98,331 20 

3,18.36,154 65 

Total 

4,20,63,343 28 


Sate —Particulars of remuneration relating to the Chief Executive Officers: Shri S.D. Mchra Shri J.M. Agarwal 


(•) 

Salaries 

26,200 00 

11,379 40 

(ii) 

Allowances 

— 

4,085 45 

(iii) 

Sitting fee 


— 

(iv) 

Bonus 


— 

(v) 

Employer's contribution to provident fund, pension fund or any 
other superannuation fund and gratuity 

14,183 33 

892 50 

(vi) 

Monetary value of any other benefits or perquisites 

8,040 69 

200 00 

(vii) 

Total of items (i) to (vi) 

48,424 02 

16,357 35 


(viii) Salary & Allowances of the Chief Executive Officer as stated, in 
the Profit & Loss Account of the previous year 

S.K. MANSINGHICA, H.L. KOTHARl,, 
CHUNILAL JAIPURIA, BIRDHILAL SETHI 

Directors 


04,981-37 

52,746-54 


Jaipur 

2nd May, 1975 

J. M. AGARWAL 
Chairman & Chief Executive 
Officer 


As per separate report of even date annexed. 

For M/s. J.K SINGHAL & Co. 
Chartered Accountants 
J.$. BABEL J.K. SINGHAL 
General Manager Partner 
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1974 


? flb$MtlnN Ltd. 

3t«|0MMriMr, 1974 


1973 PROPERTY AND ASSETS 


Rs. P. 


4,09,51,2% 19 

82,21,304 56 
1,37,735 95 


1. Cush; 

In hand and with Rcseve Bank of India and State Bank of India 

2. B dances with other Banks on Current Account 

(i) In India 

(ii) Outside India 


83,59,040 51 
16,00,000 00 


10,80,19,257 78 
Nil 

10.000 00 
8,23,000 00 
2.00,000 CO 
10,25,647 50 


50,000 00 
50,000 00 
Nil 


3. Money at Call A Short Notice 
4‘ Investments (At or below market value) 

(/) Securities of the Central and State Govts, and other Trustee Securities 
(Face value Rs. 11,97,23,717/-> 

(ii \ Treasury Bills of the Central and State Govts. 

(Hi > Fully paid preference shares 
(a ) Fully paid equity shares 
(r) Partly paid equity shares 

(vi) Debentures or Bonds 
(Pace value Rs. 13,35,000/-) 

(vii ) Other Invest \ ents : 

(a) Initial < V.pital in the Unit Trust of India 
yb) Units of the Unit Trust of India 
<\iii) Gold 


- Rs. P. 


... 1,01,24,793 8? 

3,12,350 41 


11,74,54,467 84 
Nil 

10,000 0Q 
8,23,000 00 
2 , 00,000 00 
13,23,697 50 


50,000 00 
50,000 00 
NU 


11,01,77,885 28 

Note d) Reserve Bank of India has a lien on securities of the face value of Rs. 3 lacs on account of 
guarantees given on behalf of constituents. 

(it) State Bank of India has a lien on securities of the face value of Rs. 2 5 lacs on account of 
Letter of Credit given on behalf of constituents. 

5, Advances ; (Other than bad and doubtful debts for which provision has been made to the satis¬ 
faction of the auditors) 

(I) Loans, Cash Credits, Overdrafts etc. 

16,54,85,883 69 (0 In India ... 18,63,66,644 21 

Nil (a) Outside India ... Nil 


(2) Bills discounted and purchased (excluding treasury bills of the Central & State Govts.) 
7,10,62.198 62 (i) Payable in India 

74,02,248 45 fit * Payable outride India 


4,93,39.355 53 
1,81,01,943 99 


24,39,50,330 76 

2,41,66,565 36 
2,83,927 04 


Particulars of Advances’- See separate statement annexed. 

6. Bills Receivable being Bills for Collection as Per C ontra 

(i) Payable in India 

(ii) Payable outside India 


3,01,46,220 94 
38,86.409 01 


2,44,50,492 40 

J ,95,02,636 42 7. Constituents* Liabilities for Acceptances, Endorsements and other Obligations Per Contra 


16.47,552 70 
2,56,967 01 


8. Premises Less Depreciation 

Total cost as on 31-12-73 
Additions during the year 


19,04,519 71 
2,11,253 91 


19,04,519 71 
1,96,561 63 
41,813 15 

2.38.374 78 


Less- - Depreciation as per last Balance Sheet 
Depreciation during the year 


2,38,3/4 78 
44,218*72 


21,15,773 62 
2,82,593 50 


16,66,144 93 


9. 

39,65,341 40 
9,06,124 19 

48,71^465^59 
17,607 67 


48,53,857 92 


45,06,57,826 49 


Furniture A Fixtures Less Depreciation 
As per last Balance Sheet 
Additions during the year 

/.e.vj—Sale/Written off durtitg the year 


Total carried over 


48,53,857-92 
6,06,184 69 


54,60,042 61 
18,243 79 

54,41,798 82 


Rs. P. 
3,35,72,925 89 
1,04,37,144 23 
14,00,000 00 


11,99,11,165-34 


25 38,07,943 7 

3,40.32.6299 
3,40,04,718 8 

18,33,1*0 I 


48.89,99,708 J 
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The Bank of 

Balsase SIMM as at 


1973 

CAPITAL AND LIABILITIES 

1974 

Rs. P. 


Rs. P. 

Rs. P. 

44.27,44,021 79 

Brought Forward 


46,87,26,529-64 

1,95,02,636 42 



3,40,04,718 84 


9. Profit & Loss 



10,89,413 24 
3,69,509 56 
7,10,000 00 

Balance of last year’s Profit after Appropriations 

Less —Dividend for 1973 3.90,000 00 

Bonus for 1973 8,98,392-10 

12,89,882 41 

12,88,392 10 


10,79,509 56 


1,490-31 


9,903 68 
15,99,978 75 

Profit for the year brought from Profit & Loss Account 

19,98,331 26 


16,09,882 43 

3,20,000 00 

12,89,882 43 

Less —Appropriation : 

Reserve Fund under Sec. 17 of Banking Regulation Act 1949 6,25,000 00 

19,99,821 57 

6,25,0C0 CO 

13,74,821 57 


10. Contingent Liabilities 



42,666 38 

Nil 

1,49,69,404 29 
Nil 

Nil 

2,00,000 00 
1,11,25,956 35 

Nil 

(i) Claims against the Banking Company not acknowledged as debts 

fii) Money for which the Banking Company is contingently liable— 

Guarantee given by the Banking Company on behalf of: 

(a) Directors or Officers 

(b) Others 

(iii) Arrears of Cumulative Preference Dividend 

(iv) Liability on bills of exchange rediscounted 
(v) In respect of partly paid shares 

(vi) Outstanding forward exchange contracts 

(vii) In respect of advances assigned under Participation Certificate Scheme 

77,127 38 

Nil 

... 2,58,37,853 88 

Nil 

... 1,43,66,394 10 

2,00,000 00 
... 1,36,81,839 56 

60,00,000 00 


Note —(1) Provision to the full extent for future gratuity to staff has not been made 
(amount unascertainable) 




(2) In this year the amount of bills of exchange rediscounted has been shown as contingent 
liability whereas in the previous year it was shown both in Assets and liabilities. 



46,35,36.540 64 

Grand Total 


50,41,06,070 05 


As per separate report of even dale annexed. 


For M/s. J. K. SINGHAL & Co. 
Chartered Accountants 

i. K. SINGHAL P. C. A. 

Partner 
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The Bank of Rajasthan Ltd. 

Schedule of particulars required by the Banking Regulation Act, 1949 attached to 
and forming part of the Balance Sheet as at 3 1st December, 1974. 


1973 


Bills Discounted 
& 

Purchased 

Loans, Advances, 
Cash Credit & 
Overdrafts 

Total 

Rs. P. 

Rs. P. 

Rs. P. 

6,24,45,828 53 

15,28,86,246 55 

21,53,32,075 08 

12,16,196 73 

98,30,792 47 

1,10,46,989 20 

Nil 

1,48,02,421 81 

19.92,604-79 
7,76,239 88 

19.92,604 79 
1.55,78,661 69 

Nil 

Nil 

Nil 

7,84,64,447 07 

16,54,85,883 69 

24,39,50,330 76 

Nil 

7,72,101 25 

7,72.101 25 

41,50,093 59 

2,41,291 07 

43,91,385 26 

Nil 

7,72,101 25 

7,72,101 25 

41,50,093 59 
Nil 

2,41,291 67 
1,42,150 13 

43,91.385 26 
1,42,150 1 3 


PARTICULARS OP ADVANCES 


(i) Debts considered good in respect of which 

the Banking Company is fully secured 

(ii) Debts considered good for which the 
Banking Company holds no other security 
than the debtor's personal security 

(iii) Debts considered good secured by the 
personal liabilities or one or more parties 
in addition to the personal security of 
the debtors: 

(a) Debts guaranteed by the Government 
of Maharashtra 

(b) Others 

Civ) Debts considered doubtful or bad, not 
provided for 


(v) Debts due by Directors or officers or the 
Banking Company or any of them either 
severally or jointly with any other persons 

(vi) Debts due by Companies or Firms in 
which the Directors of the Banking Com¬ 
pany are interested as Directors, Partners 
or Managing Agents or in case of Private 
Companies as Members 

(vii> Maximum total amount of advances, in¬ 
cluding temporary advances made at any 
time during the year to Directors or Ma¬ 
nagers or Officers of the Banking Com¬ 
pany or any of them either severally or 
jointly witlTany other persons 
Cviii) Maximum total amount of advances in¬ 
cluding temporary advances granted dur¬ 
ing the year to the Companies or Firms 
in which the Directors of the Banking 
Company arc interested as Directors. 
Partners Managing Agents, or in case 
of Private Companies, as Members 
(ix) Due from Banking Companies 


1974 


Bills Discounted 
& 

Purchased 

Loans, Advances, 
Cosh Credit & 
Overdrafts 

Total 

Rs. P. 

Rs. P. 

Rs. P. 

4,62,30,417 18 

17,12,63,506 19 

21,74,93,923 37 

14,07,334 98 

1,25,48,859 92 

.1,39,56,194-90 

Nil 

1,98,03,547 36 

12,33,313 35 
13,20.964 75 

12,33.313 35 
2,11,24,512 11 

Nil 

Nil 

Nil 

6,74,41,299 52 

18,63,66,644 21 

25,38.07,943 73 

Nil 

14,68,460 73 

14,68,460 73 

24,52,588 84 

3,02,538 80 

27,55,127 64 

Nil 

15,73,050 03 

15,73,050 03 

56.74,556 54 
1,52,030 26 

2,84,998 18 
2,43,172 31 

59,59.554 72 
3,95,202 57 


Auditors' Report 

to the Shareholders 


Arcnunt nf the Bank for the vnr esdffd on that date in which are incorporated inc iciurns m 

other Chartered Accountants. 3 ^ accordance with the provisions of Section 29 of the Banking Regulation Act. 1949, 

(1) and (2) of Section 211 and Sub-section (5) or Section 211 and Section 221 of the C °mpafn«cs Act, 1956,^ the Balance Sheet andl Profit & Loss 
Account are not required to be and are not drawn in accordance with the sixth schedule oHhe Con^^ * T accounts art therefore, 

drawn up in conformity with forms A and B of the Third Schedule 10 the Banking Regulation Act. 1949. We report that.- 

(a) we have obtained all the informations and explanations which, to the best of our knowledge and belief, were necessary for ,the purpose ol 
aduit and have found them to be satisfactory ; 

(b) the transactions of the Bank which have come to our notice. hu\e been within the powers of the Bank. . 

(c) in our opinion, proper books of account as required by law. have been kept by the Batik so turns appears from our examination at those books. 

(d) the Bank's Balance Sheet and Profit & Loss Account dealt with by this report .arc in agreement with hooks of account and the returns; 

<e) the reports on the accounts of the branches audited by Branch Auditors have been forwarded to us and the same have been considered by 

<o SSa"wr *"- s tssstisft: a ss 

S?S5 EMSZSSZS2StniZ!«SZ& i: <>'- *"* ■<**• **«“ 

gives true and fair view of the profit for the year ended upon that date. For M/s } K SINGHAL & Co 

Chartered Accountants 

. , J. K. SINGHAL, RCA. 

Mpur Partner 

13& May, 1975 
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(WHOLLY OWNIDIV1 
HmOOKoi: 17 North 


Balance Sheet as ai 


Corresponding CAPITAL AND LIABILITIES Rs. P.: ■ Rs. P. Rs. P. 

figures for 1973 


Rs. 


Capital: 


2,00,00,000 

Paid-up Capital (Wholly owned by the Central 

Government) 


2,00,00,000.00 


Reserve Fund and other Reserves: 



20,70,270 

13,79,500 

Reserve Fund : 

As per last Balance Sheet 

Add: Amount transferred from Profit and Loss 

Account 

34,49,770.00 

25,50,230.00 


6,00,000 

2,29,044 

Special Reserve 

Devaluation Reserve 

60,00,000.00 

6,00,000.00 

2,29,043.53 

68,29,043.53 


Deposits and other Accounts: 
Fixed and Time Deposits: 

1,43,51,500 From Banks 

128,87,77,277 From Others 


47,28.37,687 Savings Bank Deposits 

Current Accounts, Contingency Accounts etc. 

1.54,90,355 From Banks 

37,60,29,637 From Others 


1,96,46,750.00 

162.76,06,358.58 

- 164,72,53,108.58 

62,39,76,120.95 


1.99,14.990.05 

50,34,65,345.67 

- 52,33,80,335.72 


Borrowings from other Banking'Companies, Agents etc: 

11,12,22,406 (i) In India 

2,03,49,365 (ii) Outside India 


12,32,43,173„76 

85,77,388.31 


279,46,09,565.25 


13,18,20.562.07 


Particulars: 

(i) Secured: 

In India: 

Rs. (a) Under Industrial Development Bank 
of India — Refinance Scheme and 
Agricultural Refinance Corpora- 

40,60,743 tion Scheme 79,02,000.00 


232,33,37,041 


eastern economist 


Carried over 
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at v 3tst&0«cefnb«r 1974 


Corresponding 
figures for 1973 


PROPERTY AND ASSETS 


In hand and with Reserve Bank of India and 
State Bank of India (including f oreign Cur- 
22,3 1,49,439 rency Notes) 

Balance with other Banks: 

On Deposit Accounts: 

— (i) In India 

7,320 (ii) Outside India 

On Current Account: 

16,49,304 (i) In India 

87,17,379 (ii) Outside India 


12 , 20,000 


59,53,68,682 

2,53,990 

27,23,848 

27.08,300 


4,50,000 

1,33,15,356 

4,90,000 

30,500 

14,31,669 


Money at call and Short Notice 
Investments (at cost): 

(i) Securities of the Central and State 
Governments and other Trustee SecuritievS 

(ii) Shares: 

(al Fully paid Preference Share* 

(b) Fully paid Ordinary Shares 

(c) Partly paid Ordinary Shares 


19,27,500 (iii) Debentures or Bonds 


(iv) Other investments: 

Unit Trust of India — Contribution to 
initial capital 

Securities of Foreign Governments (in¬ 
cluding Treasury Bills) 

Development Bank of Singapore Ltd. 
Shares (fully paid) 

Ceylon Development Finance Corporati 
Shares (fully paid) 

United Asian Bank Berhad Shares (fully 
paid) 


(v) Gold 


85,34,43,287 


Carried over 
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Corresponding 
figures for 1973 


CAPITAL & LIABILITIES 


Rs. 


P. 


Rs. 


Rs. 

232,33,37,041 


5,41,70,266 


10,98,50,783 

2,89,74,939 


1,07,70,172 

80,29,388 

8,37,485 

65,81,846 

5,25,70,762 


15,29,76,009 


13,92,784 


274,94,91,475 


INDIAN 

Millet Sheet at at 


P. R*. P. 


Brought Forward 

(b) From Reserve Bank of India — 
by part of investment in Goverp- 
2,20,00,000 ment Securities 

(ii) Unsecured: 

In India: 

(a) Under Industrial Development 
Bank of India's Rediscounting 

7,01,53,586 Scheme against usance bills 

(b) Under Reserve Bank of India's 
New Bill Market Scheme against 

50,08,077 usance bills 

(c) From Reserve Bank of India 
75,00,000 Against export advances 
25,00,000 (d) Others 


2,03,49,365 Outside India 


Bills Payable 

Bills for Collection being Bills Receivable as per 
Contra: 

(i) Payable in India 
(ii) Payable outside India 


Other Liabilities: 

(i) Rebate on Bills 

(ii) Provision for Taxes 

(iii) Branch Adjustments 
(vi) Provision for Gratuity 

(v) Other items 

Acceptances, Endorsements and other Obligations 
—per Contra 

Profit and Loss Account: 

Rs. 

68,97,284 Balance of Profit for the year 

Less: 

Amount transferred to Reserve Fund 
under Sec. 17 of Banking Regulation 
13,79,500 Act 

. 41,25,000 Provision for Bonus to Staff 


Balance being the amount to be transferred to 
Central Government 


79,02,000* 00 295,32,59,170.85 


79,02,000.00 


9,48,23,400.66 


2,05,17,743.03 


30.07 


11,53,41,173.76 

85,77,388.31 

- 12,39,18,562.07 


13,18,20,562.07 

7,41,09,904.04 


13,70,01,503.39 

3,46,43,219.03 

- 17,16,44,722.42 


1,58,99,016.61 

2,30,66,272.34 

2,28,803.24 

28,49,454.00 

9,14,21,185.20 

- 13,34,64,731.39 

19.51,66,704.03 


93,09,810.53 


25,50,230.00 

48,23,300.00 

- 73,73,530.00 

19,36,280.53 
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BANK 

lift Oninkar 1974 


Corresponding PROPERTY AND ASSETS Rs. P. Rs. P. Rs. P. 

figures for 1973 


Rs. 


268,23,09,122 

Brought forward 


341,45,75,839.74 

— 

Less: Deductions during the year 

1,22.59.483.02 
1.31,532.83 


(~~)l 0,43,094 

2.99,156 

1,54,14,774 

68,93,195 

Less : Depreciation written off to-date 

Buildings under Construction, 

Safes, Furniture, Fixtures etc.: 

At cost as at 31,12.1973 

Add: Additions during the year 

1,21,27,950.19 

12,99,359.69 

2,20,81,733.43 

90,57,545.25 

1,08,28,590.50 

8.19,260.25 

{—)2,26,236 

Less: Deductions during the year 

3,11,39.278.68 

1,50,432.1! 


—)57,55,712 

Less: Depreciation written off to-date 

3,09,88,846.57 

85,62,566.80 

2,24,26,279.77 

24,30,672 

2,09,74,134 

1,47,27,968 

1,21,38,657 

13,28,839 

Other Assets: 

Books and Stationery 

Sundries Receivable 

Advance payment of Income-tax 

Interest accrued on Investments 

Stamps and Drafts 

Silver 

34,04,095.83 

3,60,51,010.77 

2,29,56,823.28 

1,62,22,280.92 

22,97,332.20 

8.09,31.543.00 

— 

Non-Banking Assets acquired in satisfaction of 

Claims (at Book value) 


274,94,91,475 

Total 


352,95,81,513.26 


7. The working results of the erstwhile Malaysian offices of the Indian Bank Limited from 
19.7,1969 being the date of nationalisation of the hank to 26.5.1973 being the date of 
take-over by United Asian Bank. Berhad have not been incorporated in these accounts. 

8. Particulars of remuneration paid to employee-Directors have not been separately dis¬ 
closed as they have not drawn the remuneration in the capacity of Directors. 


Madras 

18th June, 1975 


M SEETHARAMA DOS 
RM VELLAYAN 
M DANDAPANf 
P KRISHNASWAMY 


M A KAMARUD1N 
Dr B NATARAJAN 
V GANAPATHI STHAPATHI 


Directors 


Vide our Report of date attached 
FRASER ft ROSS 
R G N PRICE ft CO. 

Chartered Accountants 


JULY II, 1975 
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Corresponding 
figures for 1973 


EXPENDITURE 


INMAN | 

Profit Account for I 

■ I 


Rs. P. 


Rs. 

9,17,84,149 

5,65,54,084 

73,474 

57,78,025 

57,699 

24,16,555 

2,14,682 

25,32,825 

32,85,234 

65,57,402 

68,97,284 

17,61,51,413 


1. Interest paid on Deposits, Borrowings etc. 

2. Salaries and Allowances, Provident Fund etc. 

3. Directors' fees and allowances 

4. Rent, Taxes, Insurance, Lighting etc. 

5. Law Charges 

6. Postages, Telegrams and Stamps 

7. Auditor’s Fees 

8. Depreciation on and Repairs to Bank’s property 

9. Stationery, Printing, Advertisement etc. 

10. Loss from Sale or Dealing with Non-banking Assets 

11. Other Expenditure 

12. Balance of Profit 


^Includes amount spent on Publicity Rs. 17,39,508/- (1973— 

Rs 11,03,602/-) Particulars of remuneration to Managing Director: 

1973 

Rs. R. P. 

48,000 Salary 48*000.00 

4,000 Employer's contribution to Provident Fund 3,999.96 

14,400 Rent paid for quarters 17,000.00 

•3,600 Establishment and maintenance charges for quarters 1,500.00 

Monetary value of perquisites according to Income-tax rule—Use of 
1,800 Bank's car 1,050.00 


71,800 71,549.96 


13,85,35,862.25 < 
7,47,57,408.75'j 
78,434.01 I 
76.77,956.50 f 
25,655.19 
32,68,255.15 # 
2,49,719.21 
33,25,791.35 
54,67,021.09* * 

85,26,217.21 * 
93,09,810.53 

25,12,22,131.24 


Madras 
1 Sill June 1975 


K VENKATAS AMA AYYAR 
General Manager 


O LAKSHMINARAYANAN 
Chairman A Managing Director 
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BANK 

31st Dtcsmbtr 1974 


Corresponding PROPERTY & ASSETS Rs. P. Rs. P. Rs. P. 

figures for 1973 


Rs. 

85,34,43,287 Brought Forward 113,78,40.044,79 


Advances: 

(Other than bad and doubtful debts for which 
provision has been made to the satisfaction of 
Auditors) 

(1) Loans, Cash Credits, Overdrafts etc.: 

116,17,81,094 (i) In India 139,83,23,885.60* 

4,23,94,570 (ii) Outside India 3,68,70,319.52 143,51,94,205.12 


* After deduction of Rs. 3,04,50,000/- obtained on 
assignment of advances under participation certi¬ 
ficate scheme. 


(Includes advances amounting to 
Rs. 87,57,749.47(31.12.73-Rs. 1,72.75,666.48) 
in respect of which finance has been availed 
from Industrial Development Bank of India 
to the extent of Rs. 74,36,000.00 (31.12.73— 
Rs. 37,88,143/- from Agricultural Refinance 
Corporation Rs. 4,66,000/- (31.12.73 — 

Rs. 2,72,600/-) and from Reserve Bank of 
India against export advances Rs. Nil 
(31.12.73—Rs. 75,00,000/-) 


(2) Bills discounted and purchased (excluding 
Treasury bills of the Central and State 
Governments) 

23,51,08,052 (i) Payable in India 

8,56,71,522 (ii) Payable outside India 


** Includes Rs. 9,48,23,400.66 rediscounted 
with Industrial Development Bank of 
India (31.12.73 Rs. 7,01.53,586.05) and 
Rs. 2,05,17,743.03 rediscounted under 
Reserve Bank of India's New Bill Market 
Scheme against usance bills (31.12.73— 
Rs. 50,08,076.91) (Particulars of ad¬ 
vances as per separate statement). 

Bills Receivable being Bills for Collection-as 
per Contra: 

10.98,50,783 (i) Payable in India 

2,89,74,939 (ii) Payable outside India 

Constituents* Liabilities for Acceptances, Endorse- 
15,29,76,009 meats and other Obligations—per Contra: 

Premises; 

1,06,60,846 At cost as at 31.12.1973 - 

14,48,020 Add: Additions during the year 


37.14,01,134.56** 

10,33,29,028.82 

- - 47.47,30,163.38 

- 190,99,24,368.50 


13,70,01,503.39 

3,46,43,219.03 

- 17,16.44,722.42 

19,51,66,704.03 


1,21,08,865.96 

1.50.617.06 

1,22.59,483.02 


268,23,09,122 
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341,45,75.839.74 
iuly 11, 1975 


Corresponding 
figures for 1973 

Its. 

274,94,91,475 


274,94,91,475 


-Madras 
18th June, 1975 


INOiAN 

Balance Slmt at at 


CAPITAL AND LIABILITIES 


Rs, P. 


Brought Forward 

Contingent Liabilities: 

(i) On partly paid shares of Com- 

27,08,300 panies 

(ii) Claims against the Bank not 

20,33,725 acknowledged as debts 

(iii) On Guarantees given on behalf 
of: 

18,62,60,128 (a) Constituents 

— (b) Directors o> Officers 

15,15,54,480 (iv) On Forward Exchange Contracts 
(v) In respect of advances assigned 
under participation Certificate 
4,79,00,000 Scheme 


352,95,81,513.26 

13,75,000.00 

18.71,149.72 

43,52,63,466.87 

12 , 000.00 

15,94,15,910.20 

3,04,50,000.00 


Total 


352,95,81,513.26 


Notes on Accounts for the year 1974: 

1. Provision for Taxes: Rs. 2,30,66,272.34 

The above is subject to the bank obtaining double income-tax relief aggregating to 
Rs. 46.52 lakhs for which claims are either pending or are yet to be made with the 
Income-tax Department. 

2. Branch Adjustments: Rs. 2,28,803.24 

Reconciliation of intcr-branch balances including old items is in progress on date of the 
report. 

3. The accrued liability for retirement gratuity to employees as at 31st December, 1974, 
has been actuarially ascertained at Rs. 1,57,52,330/- against which provisions amoun¬ 
ting to Rs. 1,25,91,815/- have been made upto 31 December, 1974. 

4. A sum of Rs. 48,23,300/- has been appropriated towards bonus to staff. Additional 
bonus, if any, will be met out of provision for contingencies. 

5. The subsidy claimed and pending receipt from Reserve Bank of India under Export Cre¬ 
dit (Interest Subsidy) Scheme 1968 amounting to Rs. 10.63 lakhs for the year 1974 has 
not been considered in these accounts. 

6. The tallying of balances in some accounts as per General Ledger with those of Subsidiary 
ledgers/registers are yet to be completed at a few branches* Appropriate steps are being 
taken in this regard. 


K VENKATARAMAAYYAR G LAKSHMINARAYAN AN 

General Manager Chairman & Managing Director 
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BANK 

the year ended 31st December 1974 


Corresponding 
figures for 1973 


Rs. 

15,41,33,587 
1,90,03,736 
6,93,620 : 


23.20.470 


17,61,51,413 


INCOME 

Less : Provision made in the year for bad and doubtful debts and other usual or necessary 

provisions) 


Rs. 


P. 


Interest and Discount 

Commission, Exchange and Brokerage 

Rents 

Net Profit on Sale of Investments, Gold and Silver. Land, Premises and other Assets (not 
credited to Reserves or any particular Fund or Account) 

Net Profit on revaluation of Investments, Gold and Silver, Land, Premises and other 
Assets (not credited to Reserves or any particular Fund or Account) 

Income from Non-banking Assets and Profit from Sale of or Dealing with such Assets 
Other Receipts 


21,79,48,703.99 

2,91,26,216.33 

8,72,371.59 


32,74,839.33 


25,12,22,131.24 


M SEETHARAMA DOS M A KAMARUD1N Vide our Report of date attached 

RMVELLAYAN Dr B NATARAJAN FRASER & ROSS 

M DANDAPANI V GANAPTHI STHAPATHI R G N PRICE & Co. 

P KRISHNASWAMYJ Chartered Accountants 

Directors 
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Particulars of Advances Referred to on the Assets Side of the 
Balance Sheet as at 31st December 1974 

(This forms the part of the Balance Sheet) 


Corresponding 
figures for 1973 


Rs. 


P. 


Rs. 

110,37,06.315 
24,15,55,418 
17,96,93,506 

152,49,55,239 

67,55,558 


67,80,904 


4,96,175 

K VENKATARAMA AYYAR 
General Manager 


Madras 
18th June 1975 


(i) Debts considered good in respect of which the Bank is fully secured 

(ii) Debts considered good for which the Bank holds no other security than the Debtors* 
personal security 

(iii) Debts considered good, secured by the personal liabilities of one or more parties in 
addition to the personal security of the debtors 

(ivj Debts considered doubtful or bad not provided for 


(v) Debts due by Directors or Officers of the Bank or any of them either severally or joint¬ 
ly with any other persons 

(vi) Debts due by Companies or firms in which the Directors of the Bank are interested as 
Directors, partners or managing agents or in the case of private companies as mem¬ 
bers 

(vii) Maximum total amount of advances, including temporary advances, made at any 
time during the year to Directors, or Managers or Officers of the Bank or an> of them 
either severally or jointly with any other persons 

(viii) Maximum total amount of advances including temporary advances granted during 
the year to companies or firms in which the directors of the Bank are interested as 
directors, partners or managing agents or in the case of private companies as members 
(ix) Due from Banking Companies 

G LAKSHMINARAYANAN 
Chairman & Managing Director 


M SLETHARAMA DOS 
RM VFLLAYAN 
M DAN DA PAN l 
P KRISHNASWAMY 
M A KAMARUD1N 
Dr. B NATARAJAN 
V GANAPATHY STHAPATHI 
Directors 


136,56,41,816.46 

8,43,59,167.28 

45,99,23,384.76 

190,99,24,368.50 

64,00,938.52 


64,00, '38.52 


46,27,123.72 


Vide our Report of 
date attached 

ERASER & ROSS 
RGN PRICE & CO. 
Chartered Accountants 


Auditors' Report 

To 

The President of India 

1. We have audited the foregoing Balance Sheet of INDIAN BANK as at 31st December 1974 and also the foregoing Profit 
& Loss Account of the Bank for the year ended upon that date in which are incorporated the returns of 60 branches audited by us, 
125 branches audited by other auditors and unaudited returns in respect of 315 branches not visited by us. The branches to be audited 
by us and the branches to be audited by other auditors have been selected by the Bank in accordance with the guidelines issued to the 
Bank by the Reserve Bank of India. 

2. The Balance Sheet and the Profit and Loss Account have been drawn up in Forms ‘A' and ‘B* respectively of the Third 
Schedule to the Banking Regulation Act, 1949. Accordingly, they disclose such matters as were required to be disclosed in the case 
of Banking Companies prior to nationalisation by virtue of the provisions of the said Act as read with the related provisions of 
the Companies Act. 1956. Subject to the limitations of such disclosure and on the basis of the audit indicated in the first paragraph, 
we report that: 

(a) subject to non-reconciliation of inter-branch balances and short-provision for Gratuity referred to in Notes No. 2 
and No. 3 of Notes on Accounts for the year, in our opinion and to the best of our information and according to the 
explanations given to us and as shown by the books of the Bank; 

(i) the Balance Sheet read with the Notes thereon is a full and fair Balance Sheet containing the necessary 
particulars and it is properly drawn up so as to exhibit a true and fair view of the affairs of the Bank as at 
31st December 1974 

(ii) the Profit and Loss Account read with the Notes thereon shows a true balance of Profit for the year ended upon 
that date; 

(b) we have obtained all the information and explanations which to the best of our knowledge and belief were necessary 
for the purposes of our audit and have found them to be satisfactory; 

(c) the transactions of the Bank which have come to our notice have been within the powers of the Bank; 

(d) the returns received from the Branches of the Bank have been found adequate for the purposes of our audit. 

FRASER & ROSS 

Madras RGN PRICE &CO 

Dated: 18th June 1975. Chartered Accountants. 
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TRADE 

WINDS 


Special Deposit Scheme 

The government of India 
has announced the introduc¬ 
tion of a special deposit 
scheme for the benefit of non¬ 
government provident, super¬ 
annuation and gratuity funds. 
Deposits under the scheme, 
which comes into force from 
July 1, 1975, will earn tax free 
interest at 10 per cent per 
annum. The following funds 
are eligible to invest in 
Special deposits: (a) Provi¬ 
dent funds established under 
the Employees Provident 
Funds ana Family Pension 
Fund Act—both exempted 
and un-exempted establish¬ 
ments, (b) provident, super¬ 
annuation and gratuity funds 
recognised under the Income 
Tax Act, (c) other provident 
funds to which Provident 
Funds Act 1925 applies or 
which are established by any 
central act. Investments in 
special deposits under the 
scheme will be permitted upto 
20 per cent of monthly accre¬ 
tions of these funds. The 
scheme is expected to benefit 
nearly 10 million industrial 
and other workers who will 
receive higher interest on 
their provident fund accumula¬ 
tions. 

For the facility of funds, 
administration of the scheme 
has been decentralised. Offi¬ 
ces of the Reserve Bank and 
branches of the State Bank 
of India and its subsidiaries 
and of nationalised banks have 
been authorised to receive 
deposits. An account under 
this scheme can be opened 
at whichever bank branches 
the authorities of a fund 
are having their account. 
Scheme will run for 10 years 
but may be extended. 

The central government has 
the option to terminate the 


scheme earlier after giving 
thcee months notice. Provi¬ 
sions has been made for pre¬ 
mature refunds and for limited 
transferability of accounts. 
On termination of the scheme 
the deposits will be repaid in 
five annual equal instalments. 
A running account of deposits 
will be maintained by the 
deposit offices who will issue 
pass books to the fund autho¬ 
rities opening account under 
the scheme. Interest will be 
paid annually on December 31 
each year except when a 
deposit is refunded. In the 
latter event interest will be 
paid along with deposit re¬ 
funded. Each fund will re¬ 
ceive a certificate of balances 
at its credit at the end of each 
financial year from its deposit 
office. 

Rupee-Sterling Rates 

The Reserve Bank has re¬ 
vised its rate for the purchase 
and sale of pound sterling for 
spot delivery with effect from 
Wednesday, July 2, 1975. The 
new rates arc as under: Buy¬ 
ing: £5.3907 per Rs 100 (cor¬ 
responding to Rs 18.55 per £) 
Selling: £5.3619 per Rs 100 
(corresponding to Rs 18.65 per 
£). The Bank will continue to 
buy forward sterling for deli¬ 
very up to nine months at 
rates to be determined, as 
hitherto, by adding a margin 
of £0.0125 per Rs 100 per quar¬ 
ter or part thereof to its spot 
buying rate. Accordingly, 
with effect from July 2, 1975, 
the forward rates would be 
£ 5.4032, £ 5.4157 and £ 5.4282 
per Rs 100 for delivery up to 
three months, six months and 
nine months, respectively. The 
Bank will also continue to 
allow, on request, one or more 
extensions of its forward con¬ 
tract on payment of a charge 
of £0.0125 per Rs 100 for each 


quarter or part thereof, subject 
to the condition that the total 
period of delivery should not 
exceed 12 months from the 
date of the original contract. 

All existing outstanding 
three months*, six months’ and 
nine months’ contracts will 
also be allowed to be extended 
up to a maximum period of 
12 months in all on payment 
of the above extension charge 
over the contract rate, for the 
relevant period. 

Exports on Deferred 
Payment Terms 

In order to simplify the 
procedure relating to exports 
on deferred payment terms 
where (i) the vaiue does not 
exceed Rs 50 lakhs, (ii) the 
credit period does not exceed 
five years for specified types 
of goods, and (iii) IDBI 
finance is not required, the 
Reserve Bank has granted 
general permission to expor¬ 
ters to make offers abroad and 
to enter into negotiations for 
export of goods or submit 
tenders provided certain mini¬ 
mum conditions laid down in 
this regard are satisfied; and 
to enter into contract provided 
the contract terms conform 
to the minimum conditions. 
Applications are, however, 
required to be made to the 
Reserve Bank for post-facto 
Exchange Control Clearance 
and to the ECGC for neces¬ 
sary insurance cover within 15 
days after the signing of the 
contract. The Reserve Bank 
has also granted general per¬ 
mission for issuing bid bonds 
and performance gurantees. 

The procedure in respect 
of cases nc>t covered by the 
general permission has been 
streamlined by making IDBI 
the focal point for grant of 
approvals. Under the revised 
procedure, the exporters, 
before they make offers or 
submit tenders, should submit 
applications in a composite 
form to IDBI through their 
bankers. The applications will 
be processed by a Working 
Group consisting of IDBI, 
Reserve Bank and ECGC. 
Exporters and their bankers 
will be associated with the 
discussions wherever necessary 


and package clearance for the 
offer or bid will granted by the 
IDBI. Once such a clearance 
is given, the exporters could 
enter into contracts in the 
event, they succeed in their 
bids, subject only to the pro¬ 
vision that they will furnish 
copies of the contracts together 
with complete information in 
the prescribed form to the 
IDBI. Reserve Bank and 
ECGC for post-factor appro¬ 
val and grant of financial as¬ 
sistance insurance cover. 

Rice from Thailand 

The rice purchased recently 
from Thailand by the govern¬ 
ment of India will be issued to 
rice consuming states such as 
Tamil Nadu which have been 
affected by drought at 
Rs 150.00 per quintal. The 
economic cost of the rice 
works out to Rs 250.00 per 
quintal which includes the 
transport and * ancillary ex¬ 
penses. The agreement for the 
purchase of 100,000 tonnes of 
rice on government to 
government account was 
signed recently in Bangkok 
between the two countries. 

Cabinet Changes 

Mr I.K. Gujral, the minis¬ 
ter of state for Information and 
Broadcasting, has been shifted 
to ministry of Planning, and 
Mr V.C. Shukla, the minister 
of state in the ministry of 
Planning, took his place as 
minister of state for Infor¬ 
mation and Broadcasting. 

Exports of Chemicals 

A significant improvement 
in the export behaviour of 
chemicals and allied products 
in India was noticed during 
1974-75 as compared to the 
preceding year. The export 
value was estimated to be 
nearly Rs 90.5 crores during 
1974-75 as compared to 
Rs 58.8 crores in 1973-74 
and Rs 40.7 crores in 
in 1972-73, according to the 
information received from the 
.Chemicals and Allied Products 
Export Promotion Council, 
Calcutta. The major product 
group which facilitated the 
export expansion in 1974-75 
related to crushed bones, 
ossein and fertilizers (includ¬ 
ing glue and gelatine). The 
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export earning of this group 
improved year after year— 
Rs6.6crores in 1972-73, Rs 
12.6 crores in 1973-74 and 
Rs 20.3 crores in 1974-75. 

Next in importance was 
the group relating to paints, 
varnishes and allied products. 
Having been reduced from 
Rs5.7 crores in 1972-73 to 
Rs 5 crores in 1973-74, the 
export value of this group 
was nearly trebled to reach 
Rs 14.2 crores in 1974-75. 

Textiles for Dubai 

If the business response at 
the recently organised Indian 
Industrial Exhibition at Dubai 
is an indication, Indian tex¬ 
tiles have promising future 
in the market of United Arab 
Emirates (UAE). The Cotton 
Textiles Export Promotion 
Council, Bombay. which 
participated in the exhibition 
has reported that the textile 
nroducts of India evoked 
major response from the 
businessmen of not only 
Dubai but also from other 
neighbouring markets. 

In 1974, the import into 
Dubai of cotton textiles totalled 
nearly Rs 6.2 crores while 
those of readymade garments 
amounted to Rs 16.33 crores. 
The market of Dubai, accor¬ 
ding to the Cotton Textiles 
Export Promotion Council, 
offers good scope particularly 
for India’s blended fabrics, 
readymade garments and 
household linen. At present 
India is the leading supplier 
of cotton piecegoods to Dubai 
followed by China, Pakistan 
and Japan. In printed textiles 
the floral designs and pea* 
cock emblems of India have 
become particularly popular 
in that market. In superfine 
fabrics such as voiles, lawns 
and cambric, India enjoys 
monopoly supply position. 

New Cement Units 

In order to augment the 
production of cement in the 
public sector, the Cement 
Corporation of India increas¬ 
ed its capital to Rs 30 crores 
from Rs 15 crores in 1973- 
74. This share capital of Rs 
30 crores would meet 
the capital needs of the 


new proposed projects. Coal Mines Authority of Rs 5 crores each/ This is 
The subscribed paid up share one of the several steps the 

capital increased from Rs The Coal Mines Authority ministry of Energy has taken 

1094.16 lakhs to Rs 1414.16 has been authorised to sanction towards delegation Of powers 

lakhs during the year. At projects involving an outlay The procedure for obtaining 

present the Corporation has 

two factories, one at Mandhar —....— 

in Madhya Pradesh and the .■ ■■■■■■— 


other at Kurkunta in Karna¬ 
taka, which are in production 


GUIDE TO 


and each having an yearly 

capacity of 200,000 tonnes. M f) A K| ICC A 

During the year 1973-74, the Wl lr rW* I 


turnover from these factories 
was Rs 368.71 lakhs. A pro¬ 
duction of Rs 271.61 lakhs 
came from the Mandhar 
factory and Rs 151.10 lakhs 
worth from the Kurkunta 
factory. 

The Corporation has three 
projects under construction 
located at Bokarjan, Rajban 
and Mandhar (expansion pro- 


by A. RAMAIYA 


Prosecution lor defaults 

A total of 1.258 prosecution cases were pending under 
various section of the Companies Act at the beginning 
of the quarter and 74 cases were launched during the 
quarter, thus bringing a total of 1,332 cases. 

(Extract from Quarterly review of the working of the 
Companies Act. 1956 in the Eastern Region during 
the Quarter ended on 31st December, 1974’. 


ject). The expansion of the 
existing Mandhar plant for 
production of portland 
cement by utilising blast 
furnace slag from Bhilai steel 
plant has already been taken 
up. Orders for the main 
plant and machinery have 
been placed. The unit at 
Bokarjan is in an^ advanced 
stage of construction. The 
erection of the plant and 
machinery has started. I r . is 


The need for all persons connected, in any manner, with 
Companies, and responsible for the compliance with the 
provisions of the Indian Companies Act is brought out 
clearly in this. 

Ramaiya's Guide to the Companies Act is unrivalled 
from the point of usefulness. The book contains a far 
more detailed analysis ot matters of procedure than found 
in any other book. 

This book has become indispensable to all who may 
need to know about any aspect of Company Law and 
administration in India. The reprint edition is offered to 
the public to satisfy the great demand for copies. 


expected to be commissioned Ail Schedules to the Act and Appendices are publish- 
in a couple of months. Or- e d, with an exhaustive Index. 

ders for the main plant and The boo |< is up-to-date and the reprint contains the 
machinery for the third pro- recen ti y issued Rules relating to The Companies (Decla- 
lect at Rajban have already ra tj on 0 f Beneficial Interest in Shares), Rules, the Companies 
been placed and it is expected (Secretaries Qualification) Rules, Application of Section 
to be commissioned towards 15 g Foreign Companies Rules, etc. 
the end of 1976. ^ , _ 

The Corporation would Kee P * book constantly by your side, 
establish three new projectsfor Buy a copy before copies are sold out. 
the manufacture of portland price 
cement at Adilabad, Tandur 
and Yerraguntla in Andhra Rs* 85 


Pradesh and at AkaUara in 
Madhya Pradesh for the 
manufacture of blast furnace 
slag cement. These plants 
will have a capacity of 
400,000 tonnes each. The 
Corporation has already 
placed orders for th; plant 
and machinery for three of 
the new units. The govern¬ 
ment has also approved the 
proposal for the setting up 
of a new plant at Neemuch 
in Madhya Pradesh having 
a capacity of 400,000 tonnes. 
All these units are expected 
to commence production 
during the fifth Plan period. 



EASTERN ECONOMIST 


90 


July II, 1975 




foreign exchange releases 
required for the import of 
urgently needed components 
and spares has been simpli¬ 
fied and an imprest of Rs 
10 lakhs is kept at the disposal 
of the coal department. The 
Coal Board, which was an 
administrative body for the 
Coal Mines Authority of 
Conservation Act, had been 
abolished as it was felt that 
its functions could be more 
effectively performed by the 
public sector coal producing 
agencies themselves. 

Coal Target 

The trend of coal produc¬ 
tion achieved in the first two 
months of 1975-76, showing an 
increase of two million tonnes 
as compared to the corres¬ 
ponding period of last year 
and the prospect of further 
improvement in production 
after the rainy season streng¬ 
thens the hope that the target 
J of 10 million tonnes increase 
in production this year will be 
exceeded. All coal companies 
are holding higher pithead 
stocks. The stocks built at pit- 
heads were about 7.3 million 
tonnes in May 1975 as against 
6.5 million tonnes in May last 
year. 

Production of coal in the 
first year of the fifth Plan, 
1974-75, registered a record 
increase of over 10 million 
tonnes for a single year, from 
77.87 millon tonnes in the 
last year of the fourth Plan 
to 88.41 million tonnes. This 
increase was a little over 13 
per cent for the industry as a 
whole, the increase in pro¬ 
duction of CMA being around 
15 per cent and Singreni 
collieries about 16 per cent. 

The target of production 
for 1975-76 is 100 million ton¬ 
nes. Together with the consi¬ 
derable improvement that has 
taken place in rail transport 
of coal in recent months, the 
demand of all priority sectors 
are being met in full, besides 
building of considerable stocks 
at the consuming end. The 
average stock held by steel 
plants is around seven days 4 
consumption. The power houses 
have stocks varying between 
two to four weeks of consump¬ 
tion. 


The cement plants are 
having an average of 28 
days* stock. The railways are 
also in a comfortable position 
as regards coal. The coal ind¬ 
ustry is confident, after meet¬ 
ing the full requirements of 
the coal consuming sectors in 
the country, that about a 
million tonnes of coal would 
be available for exports. Pre¬ 
sent port facilities will be a 
limiting factor. 

The coal industry is also 
taking a number of measures 
for adequate beneficiation of 
coal. The working of wash- 
eries have improved. A large 
number of mechanised coal 
handling plants arc being in¬ 
stalled at the collieries with a 
view to screening coal and 
speeding of loading. Supervi¬ 
sion has been intensified to 
ensure the despatch of right 
type of coal to individual con¬ 
sumers. The bulk comsumers 
have been advised to under¬ 
take joint sampling to ensure 
supply of required quality of 
coui. 

Aluminum Production 

The all-India production of 
aluminium metal during the 
month of May 1975 crossed the 
12,000 tonnes for the first time 
since September 1974. The 
production of aluminium 
metal in May 1974 was only 
9,500 tonnes. May being a 
dry month for electricity 
generation and aluminium be¬ 
ing a highly power-intensive 
industry, its production during 
this month is generally low. 
But the achievement of 12,000 
tonnes production in May 
this year is considered to be 
significant because it repre¬ 
sents a reversal of the continu¬ 
ing fall in alumtuinm produc¬ 
tion recorded during the past 
14 months. 

The news about the re- 
la Kation of power cuts in 
Tamil Nadu and Karnataka 
because of the welcome heavy 
rains in the catchments of the 
concerned hydel reservoirs in¬ 
cluding Sharavati should add 
another cheerful note to the 
aluminium producers and 
consumers. This is because 
these relaxations will enable 
more power to be supplied for 
metal production in the 
smelters at Belgaum and Met- 


tur. If the early onset of 
monsoon in northern India 
also comes about, especially 
in regard to Riband reser¬ 
voir, similar production in¬ 
crease can be expected from 
the smelter in Uttar Pradesh. 

The production of 12,000 
tonnes of aluminium metal in 
May is mainly attributable to 
the measures taken by the 
central and state governments 
concerned over the last 
three months to improve the 
working of this industry. This 
quantity does not include the 
ingot produced in BALCO's 
new smelter at Korba which 
commenced production from 
May 19. 

Steel Production at 
Bhilai 

The performance of Bhilai 
steel plant for the first quar¬ 
ter of 1975-76 has been very 
encouraging, the saleable steel 
production being 3,80,000 
tonnes. This is 25,000 tonnes 
more than the production 
during the first quarter of last 
year, providing a growth of 

Company 


seven per cent This has been 
so in spile of the scheduled 
capital repairs of the bloom¬ 
ing and billet mill due to 
which the mill was out of 
production for seven days. 
The ingot steel production of 
4,58,000 tonnes for the quar¬ 
ter which is 65,000 tonnes 
more than the production dur¬ 
ing the same quarter last year 
has shown a significant growth 
of 17 per cent. The output of 
saleable pig iron at 1,50,000 
tonnes as compared to 1,23000 
tonnes during the same period 
last year registered an increase 
of 21 per cent. 

The working of the cap¬ 
tive mines at Rajhara, Nandini 
and Hirri for production and 
despatches of iron ore, lime¬ 
stone and dolomite respecti¬ 
vely has been quite satisfac¬ 
tory, The plant is having good 
stocks of all raw materials in¬ 
cluding iron ore, limestone, 
dolomite and coal. Ten 
thousand tonnes of saleable 
steel has already been pro¬ 
duced and despatched to ports 
for export. The steel produc- 

Notices 


Bharat Commerce and 
Industries Ltd 
Notice of Annual General 
Meeting 

Noticl is hereby given that the 
29th Annual General Meeting 
of BHARAT COMMERCE 
AND INDUSTRIES LIMI¬ 
TED will be held at Hotel 
Imperial, Janpath, New Dclhi- 
110001, on Monday, the 4th 
day of August, 1975 at 11.30 
A.M for approval, inicr-aiia, 
of the Audited Accounts of 
the Company for the year en¬ 
ded 31st December, 1974. 
Directors’Report and declara¬ 
tion of Dividend. The detailed 
agenda for the meeting together 
with necessary Explanatory 
Statement pursuant to section 
173(2) of the Companies Act, 
195b is being forwarded to the 
respective shareholders separa¬ 
tely. 

By Order of the Board 
V.N. Poddar 
Secretary. 

Registered 8c Head Office 
Surya Kiran, 5th floor, 

19 Kasturba Gandhi Marg, 
New Delhi-110001. 

Dated, the 26th June, 1975. 


Bharat Commerce and 
Industries Ltd 

NOTICE 

Nona: is hereby given pur¬ 
suant to Section 154 of the 
Companies Act, 1956 that the 
Register of Members and Share 
Transfer Books of the Com¬ 
pany shall remain closed from 
Tuesday, the 29th July, 1975 
to Monday, the 4th August, 
1975, both days inclusive. The 
Dividend when declared in the 
Annual General Meeting 
scheduled to be held on 4th 
August, 1975, shall be payable 
to those shareholders or their 
Mandatees whose name will 
appear in the Compay’s Regis¬ 
ter of Members as on the 4th 
August, 1975. 

By Order of the Board 
V.N. Poddar 
Secretary. 

Registered & Head Office 

Surya Kiran, 5th floor, 

19 Kasturba Gandhi Marg. 
New Delhi-110001. 

Dated, the 26th June, 1975. 
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tion for export will be further 
enhanced and planning has 
been so done that during the 
second quarter it is likely to 
be around 40,000 tonnes. 

Equipment for Coal 
Sector 

The central government has 
approved a comprehensive 
programme of advance action 
involving bulk purchase of 
tsandardised plant and equip¬ 
ment and allied planning for a 
total outlay of Rs 300 crores 
in the coal sector, prepared 
by the coal companies. On 
the basis of this approved pro¬ 
gramme and after assessing 
the capabilities of indigenous 
manufacturers, orders have 
been placed for various items 
of equipment for a value of 
about Rs 225 crores. Efforts 
have been made to maximise 
the indigenous production of 
complete equipment and com¬ 
ponents while at the same 
time ensuring the firm price 
and terms of delivery of equip¬ 
ment. Efforts have been made 
to maximise the manufactur¬ 
ing programme of the various 
compcnents needed so as to 
meet the increasing demand 
in the coal sector. The fifth 
Plan has placed considerable 
emphasis on advance action 
required to be undertaken to 
, ensure that the programme in 
the coal sector of achieving 
135 million tonnes by 1978-79 
is fulfilled. 

PO Savings Bank 
Prize Draw 

v The third draw under the 
Post Office Savings Bank 
Prize Incentive Scheme will 
be held at New Delhi in the 
last week of July 1975. The 
total prize amount in this 
draw will be Rs 20,50,000. 
This amount will be divided 
into one first prize of rupees 
one lakh, five second prizes 
of Rs 50,000 each, ten third 
prizes of Rs 20,000 each, 100 
fourth prizes of Rs 5,000 each, 
1000 fifth prizes of Rs 500 
each and 10,000 sixth prizes 
of Rs 50 each. 

According to the eligibility 
requirements for participation 
, in the prize draws, a savings 
' bank account holder should 
■ have maintained a minimum 


balance of Rs 200 throughout 
the period from October 1974 
to March 1975. Such eligible 
accounts have been allotted 
all-India code number which 
will be displayed in all the 
head and sub post offices, so 
that depositors may check up 
the lists for their own numbers. 
Any errors or omissions have 
to be brought to the notice of 
the head/sub post masters 
concerned in writing before 
July 12, 1975. 

Farms Development 
Agency 

Considerable benefits have 
accrued to the farmers covered 
by the Small Farmers Develop¬ 
ment Agency (SFDA) projects 
in the country. A study under¬ 
taken by the Reserve Bank in 
the selected areas has brought 
out that the scheme has not 
only benefited those who 
directly participated in it but 
offered advantages even to 
other farmers. The survey, 
referring to the rural indebted¬ 
ness in the area, shows that 
the scheme has brought about 
an increase in the income 
among the farmers leaving 
surplus after meeting their 
expenses. The dairy develop¬ 
ment schemes, the report 
points out, have made good 
progress, particularly in areas 
where such schemes have been 
organised under efficiently 
managed coorpcatives cover¬ 
ing different operations like 
collection of milk, processing 
and distribution. Sheep farm¬ 
ing schemes have shown a 
promise of success in areas 
where it is a traditional occu¬ 
pation of the farmers. 

Under the SFDA projects, 
minor irrigation schemes have 
made much headway but its 
impact is not significant where 
the farms are highly frag¬ 
mented. This is because the 
farmers could not meet the 
requirements of the land deve¬ 
lopment banks regarding the 
minimum area to be benefited 
in one compact block. 

Controlled Cloth 

The Committee of the 
Indian Cotton Mills’ Federa¬ 


tion, at their meeting held 
recently noted with approval 
the government’s new policy 
in regard to controlled cloth 
and export obligations. Mr 
K. Sundaram, chairman of 
the federation, presided. 

Under the new policy, 
which came into effect from 
July 1,1975, the combined obli¬ 
gation scheme for controlled 
cloth and exports has been 
discontinued. The controlled 
cloth obligation for the indus¬ 
try as a whole remains un¬ 
changed at 800 million square 
metres a year. The obligation 
of each mill will be determined 
on the basis of loom shifts 
worked. The option of calcu¬ 
lating the obligation on the 
basis of packed production 
has been withdrawn. 

Indo-Afghan Trade 

Officials of India and 
Afghanistan are meeting in 
Kabul to negotiate a new trade 
agreement between the two 
countries. The progress of 
Indo-Afghan trade in the last 
one year is being reviewed 
during the talks. 

A five-member Indian trade 
delegation, led by Mr A. N. 
Verma, Joint Secretary, in the 
ministry of Commerce, left 
for Kabul recently. The 
delegation includes officials 
of the ministry of Commerce 
and Economic Affairs and the 
State Bank of India. It is 
being assisted by other officials 
from the Indian Embassy in 
Kabul. 

The present trade agreement 
between the two countries 
expired on February 28 last. 
But it has been extended by six 
months and since then, both 
sides have been negotiating 
different aspects of the future 
agreement through diplomatic 
channels. The government of 
Afghanistan sent to India a 
draft of the proposed agree¬ 
ment in February this year. 
The government of India have 
sent a counter draft to Kabul 
in May. The present meeting 
is to prepare an agreed text 
which can be the basis of a 
new trade agreement. 

The two delegations have 
discussed the suitability of 


conducting Indo-Afghan trade 
through banking channels. At 
present, these channels are 
not utilised except in cases of 
import of asafoetida from 
Afghanistan and counter ex¬ 
ports from India. It is the 
view of both governments that 
from now onwards banking 
channels should be introduced 
as far as possible. The minis¬ 
try of Commerce has also been 
keeping dose touch with diffe¬ 
rent recognised organisations 
and chambers of commerce 
dealing with Indo-Afghan 
trade. The views of these 
organisations is also to be 
taken into account during the 
talks. 


The value of Indo-Afghan 
trade both ways in 1974-75 was 
around Rs 35 crores as com¬ 
pared to Rs 30 crores in J 973- 
74. According to the present 
arrangement, both countries 
counter balanced each other’s 
exports, l.idia’.s exports to 
Afghanistan mainly include 
tea, spices, medicinal and 
pharmaceuticals products, 
rubber tyres and other rubber 
goods, textiles and cotton 
piece goods, jute manufactures 
footwear, and manufactures 
of metals. The government 
of India proposes to diversify 
the exports from the ireditio- 
nal items like tea and textiles 
to various sophisticated 
engineering goods. The im¬ 
ports from Afghanistan include 
fresh fruits, dry Asafoetida, 
cumin seeds and medicinal 
herbs. 


Names in the News 

Dr P. C. Alexander Addi¬ 
tional Secretary in the minis¬ 
try of Industry & Civil Sup¬ 
plies and Development Com¬ 
missioner, Small Scale Indus¬ 
tries, took over as Secretary 
in the ministry of Commerce 
recently. He will look after 
the Department of Foreign 
Trade in the ministry. Mr S,G. 
Bose Mullick has assumed 
charge as the Commerce 
Secretary. He will, however, 
continue to look after the 
Department of Export Pro¬ 
duction and will also now be 
responsible for the co-ordina- 
tive functions of the ministry. 
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COMPANY 

AFFAIRS 


In Cheerful Mood 

The stock market presented 
an entirety different look last 
week. Not only share prices 
have advanced over a wide 
front hut activity has broaden¬ 
ed considerably. In fact share 
prices staged an impressive 
recovery, the sharpest for any 
single week for quite some 
time, regaining all the grounds 
lost since June II. Obviously 
the market is very much im¬ 
pressed by Mrs Gandhi s pa- 
kage of measures for revita¬ 
lising the economy. Market- 
men fell that the 21-point 
economic programme was 
pragmatic anti was designed 
to boost savings, investment 
and production with suitable 
incentives for all sections in 
agriculture and industry. Ac¬ 
cording to them, speedy im¬ 
plementation is the crux of the 
problem. 

Limit Raised 

The decision to raise the 
exemption limit, in parti¬ 
cular, of income-tax from 
Rs 6.000 to Rs 8,000 a year 
has been widely welcomed. 
This measure, will, of course, 
generate substantial savings 
andf it is hoped that a part of 
it may lind its way to the share 
markets although the yield 
from shares is not so attrac¬ 
tive as compared to the re¬ 
turns from other avenues of 
investments. Further the pro¬ 
posals that licensing proce¬ 
dures which came in the way 
of speedy new investment will 
be simplified and that the in¬ 
vestment limits of those in¬ 
dustries which need no im¬ 
ports or government help will 
be raised are expected to re¬ 
sult in a significant improve¬ 
ment in capital formation. 
What is more Mrs Gandhi had 
made a categorical statement 
that there was no intention to 
nationalise any industry for 
the present. Marketmen feel 


that if the prices of essential 
commodities are brought un¬ 
der control, following the new 
measures, there are chances of 
a liberation of credit controls 
and lowering of interest rates. 

HINDALCO 

After experiencing the worst 
year since its inception, Hindu¬ 
stan Aluminium Corporation 
is looking ahead with cautious 
optimism. At the company’s 
annual general meeting Mr 
Adilya V. Birla attributed the 
disappointing results for 1974 
to the cumulative effect of the 
inadequate power supply by 
the UP State Fleetricity Board, 
insufficient power generation 
bv the company’s Renusugar 
plant because of the shortfall 
in the quantity and quality of 
coal and the unrealistic con¬ 
trol on aluminium prices. Mr 
Birla expressed the hope that 
a decision on the question of 
revision of aluminium prices 
would be announced soon. 
He pointed out that while 
cost of production had risen 
by Rs 4.300 per tonne bet¬ 
ween 1970 and 1975. the sell¬ 
ing prices had been raised by 
only Rs 1090 per tonne so far. 
The company his had negotia¬ 
tions with NCDC\ the only 
supplier of coal, and was 
hopeful of getting better 
supplies of coal. Besides, the 
government had recently clea¬ 
red Hindalco's proposal for 
the installation of two generat¬ 
ing sets, and the management 
hoped that the final proposals 
in this connection wouls 
also be cleared promptly. The 
capital outlay on the expan¬ 
sion of the company’s captive 
power plant was estimated 
at Rs 65 to 70. Rs crores. 

Bharat Commerce 

Bharat Commerce and In¬ 
dustries has reported impres¬ 
sive improvements in its work¬ 
ing results during the year ended 


December 31, 1974. Net sales 
rose spectacularly by 35 per 
cent to Rs 36.50 crores and it 
outstripped its previous year’s 
performance by as much as Rs 
9.49 crores. Gross profit too 
recorded a smart rise to Rs 
4.84 crores from Rs 4.64 cro¬ 
res in 1973. Out of the gross 
profit the directors have ap¬ 
propriated a sum of Rs 49.80 
lakhs to depreciation reserve 
as against Rs 50.40 lakhs while 
the allocation to development 
rebate reserve was enhanced to 
Rs 9.07 lakhs from Rs 3.35 
lakhs. The directors' remu¬ 
neration claimed Rs 4.69 lakhs 
as compared to Rs 4.64 lakhs 
in 1973. This leaves a subs¬ 
tantially higher net profit of 
Rs 4.20 crores as compared to 
Rs 4.05 crores in the preced¬ 
ing year. After other adjust¬ 
ments, there is a disposable 
surplus of Rs 4.26 crores as 
against Rs 4.15 crores in the 
previous year. Out of this, 
a sum of Rs 4.25 crores was 
allotted to general reserve 
while the balance of Rs 51,624 
was transferred to capital re¬ 
serve. 

The tax liability is esti¬ 
mated at Rs 3.60 crores for 
which no provision has been 
made but will be paid out of 
the general reserve as and 
when it arises. The directors 
have recommended a dividend 
of Rs 1.20 per equity share on 
the enlarged capital. It will 
absorb Rs 30 lakhs. The direc¬ 
tors have also proposed pay¬ 
ment of dividend on second 
and third redeemable cumula¬ 
tive preference shares which 
will claim Rs 4.23 lakhs. 

Goodyear India 

The working results of 
Goodyear India Limited for the 
year ended December 31, 1974, 
reflect an all-round improve¬ 
ment in performance. Des¬ 
pite continuing constraint of 
power, shortage and uncertain¬ 


ties of supplies and certain 
raw materials, the factory at 
Ballabgarh improved tonnage 
output by eight per cent. 

Sales increased from Rs 
36.15 crores in 1973 to 
Rs 53.87 crores including ex¬ 
port sales which increased 
from Rs 39 lakhs to Rs 1.46 
crores in 1974. 

Profits for the vear improv¬ 
ed from Rs 17.07 lakhs in 1973 
to Rs2.99 crores. After pro¬ 
vision for development rebate 
reserve of Rs 15.85 lakhs and 
other adjustments, the avail¬ 
able profits for the year have 
been appropriated to general 
reserve -Rs 21.41 lakhs and 
general reserve 1974 Rs 2.69 
crorcs.Income tax liability is 
estimated at Rs 1.58 crores 
which when assessed, will be 
charged to general reserve. 

Enhanced Dividend 

The directors have recom¬ 
mended a dividend of Rs 1.20 
per equity share of which Rs 
0.72 per equity share is pro¬ 
posed to be paid now and the 
balance with interest eight per 
cent per annum is propos¬ 
ed to be paid in two equal 
annual instalments, on July 
1976 and July 1977. The divi¬ 
dend, if approved, will be sub¬ 
ject to deduction of tax and 
met from general reserve 
1974 created out of current 
year’s profit. 

The issued and paid-up 
capital of the company was 
increased during the year from 
Rs 5.08 crores to Rs 5.34 cro¬ 
res through rights issue of 
2.67.736 equity shares of Rs 10 
each to the shareholders of 
the company other than 
Goodyear Tire & Rubber Com¬ 
pany, USA, and/or its nomi¬ 
nees in the proportion of one 
for every seven existing sha¬ 
res. These shares were issued 
at a premium of Rs 7 per share 
and the premium so received 
has been credited to the pre¬ 
mium account. The company’s 
reserves stood at Rs8.09 crores 
at the end of last year. 


Pfizer 

Pfizer Limited has announ¬ 
ced its operating results Air 
the year ended November 
30,1974. Net sales at Rs 27.7 
crores are higher by eigh 
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per cent over 1973. The net 
profit at Rs 1.52 crores how¬ 
ever, has recorded a steep dec¬ 
line of about 24 per cent over 
the previous year. The net 
profit as a percentage of sales 
which was 8.2 per cent in 1972 
and 7.7 per cent in 1973, has 
gone down to 5.5 per cent in 
1974. The profits in 1974 have 
shown a steep decline both in 
absolute terms and as percen¬ 
tage of sales. Though the 
Drugs (Prices Control) Order, 
1970 imposes a ceiling of 15 
per cent pre-tax profit on Tor- 
mutations, the company's pro¬ 
fit on formulations is only ab¬ 
out half of the ceiling limit. 
This is the direct consequence 
of the control on selling pri¬ 
ces of company's end products 
and the continuous rise in 
manufacturing and other costs. 

During the year 1974, while 
the sales have gone up by eight 
per cent, the cost of raw mate¬ 
rials has gone up by 12 per 
cent and that of packaging 
materials by as much as 24 
per cent. The expenditure on 
salary, wages and benefits went 
up by 21 per cent over 1973. 
Based on the increases in the 
costs of materials, the govern¬ 
ment granted certain price in¬ 
creases in some of the pro¬ 
ducts of the company but these 
increases do not fully com¬ 
pensate the increase in the 
costs incurred by the com¬ 
pany on various inputs. The 
year 1974 does not include the 
beneficial effect of price in¬ 
creases as most of them be¬ 
came effective only towards 
the end of 1974. 

Sundaram Finance 

Sundaram Finance Ltd was 
able to achieve substantial 
increase in business during the 
year ended December 31, 
1974. The amount advanced 
on hire purchase contracts 
Stood at Rs 1,331.02 lakhs 
during 1974 as against Rs 
842.77 lakhs in the preceding 
year. The stock-on-hire, re¬ 
presenting the total amounts 
outstanding under hire pur¬ 
chase agreements, was Rs 
1,776.32 lakhs on Decem¬ 
ber 31, 1974 as against Rs 
1,137.19 lakhs on December 
31, 1973. The earnings under 
the hire purchase transactions 
for the year 1974 were Rs 


219.36 lakhs as compared to 
Rs 155.36 lakhs for 1973. Fol¬ 
lowing a stiff hike in Bank 
Rate there was a steep rise in 
the lending rates charged by 
the banking institutions. This, 
inevitably, led to a severe ero¬ 
sion of margins in the hire- 
purchase contracts entered 
into by the company in the 
earlier period. Establishment 
charges were also higher on 
account of an agreement with 
the union to rationalise the 
pay-structure of all employees, 
and also due to a steady rise 
in the dearness allowance 
which is linked to the cost of 
living index. Practically, all 
other items of administrative 
expenses also went up during 
the year, thus pushing up total 
expenditure appreciably, as 
compared to the previous year. 
However, the company with¬ 
stood the strains and even im¬ 
proved on the results of the 
previous year, consequent on 
the timely corrective measures 
introduced. 

Public Response 

The directors have recom¬ 
mended a dividend of 16 per 
cent for the year 1974. Accor¬ 
dingly, 10 per cent will be paid 
immediately and the balance in 
two equal annual instalments, 
one in July 1976 and another 
in July, 1977, with interest 
at eight per cent per annum. 
The company resumed accep¬ 
tance of deposits from January 
L 1974. The response during 
the year under report from 
the public was quite gratify¬ 
ing. The total deposits with 
the company as on December 
31, 1974 stood at Rs 968.17 
lakhs as compared to Rs705.85 
lakhs at the end of 1973. 

• 

The substantial improve¬ 
ment in business in 1974 is 
not likely to be maintained 
during 1975. The payments 
towards hire purchase docu¬ 
ments in the first five months 
of the current year were Rs 
450.83 lakhs as against Rs 
546.07 lakhs in the corres¬ 
ponding period of last year. 
However, with the writing 
of a record business in the 
year 1974, the unearned in¬ 
come from such contracts 
will be available for appro¬ 
priation in the subsequent 


years. It is hoped that the 
profits in 1975 will be main¬ 
tained at the same level as in 
1974. These were highlighted 
by the chairman, T.S. San- 
thanam while addressing the 
annual general meeting of 
the company. 

Marshall, Sons & Co, 

The Marshall, Sons & 
Co Ltd (Mfg) is engaged 
in the manufacture of sophis¬ 
ticated road construction 
equipment, such as Bituminous 
Paver Finishers and Drying 
and Mixing Plants for asphalt. 
Incorporated in 1962 as a 
private ltd co and converted 
into a public ltd company 
in 1965, the company made 
its first public issue of shares 
in 1967 and launched expan¬ 
sion programmes starting from 
1971. The company has made 
very good progress during the 
last five years. Its annual 
turnover has increased from 
Rs 29.76 lakhs in 1970 to Rs 
192.40 lakhs in 1974. Increase 
in turnover during 1974 is 47 
per cent over the previous 
years turnover. 

The profit rate, how¬ 
ever, has come down due 
to the fact that while costs 
have kept on rising due 
to various factors, sueh as 
power cut and non-availabi¬ 
lity of raw materials etc. 
most of the orders executed 
were firm price orders obtained 
in 1972 and 1973. The pre¬ 
tax-profit for the year 1974 
amounted toRs!7.34 lakhs 
as against Rs 16.84 lakhs in 
1973. Due to dividend res¬ 
trictions, the directors could 
recommend payment of ar¬ 
rears of preference dividend 
for the year 1971 and 1972 
only. The directors hope 
that the curbs of dividend 
payments will be fully lifted 
in time to enable them to 
recommend a maiden divi¬ 
dend on equity shares next 
year. The company has also 
launched diversification pro¬ 
gramme to add tea machinery 
to its manufacturing range. 

Delhi Financial Corp. 

As in the previous years 
the bulk of the financial assis¬ 
tance granted by the Delhi 
Financial Corporation conti¬ 
nued to be shared by small- 


scale sector which is a grati¬ 
fying feature of the working 
of the corporation during 
1974-75. It is noteworthy that 
during 1974-75. 73 per cent 
of the total financial assis¬ 
tance (amount-wise) went 
to small scale sector, 
However, of the total of 
126 units assisted, 95 per 
cent were in small-scale. 

During the year under 
review the corporation has 
sanctioned loans to the extent 
of Rs 310.45 lakhs which 
compares favourably with 
the sanctions of Rs 249.08 
lakhs during the preceding 
year. In the matter of dis¬ 
bursements also there has 
been an improvement and it 
has been possible to disburse 
loans to the tune of Rs 151.07 
lakhs as against total dis¬ 
bursement of Rs 131.16 lakhs 
during last year, it will be 
seen that it has been possible 
to maintain a progressive 
trend which is likely to conti¬ 
nue in the current financial 
year also. 

High Turnover 

The corporation received 
247 applications for financial 
assistance for a total amount 
of Rs 694.89 lakhs. In addi¬ 
tion, 97 applications for a 
total amount of Rs 297.72 
lakhs were pending at the 
beginning of the year. A total 
number of 344 applications 
for an amouut of Rs 992.61 
lakhs were thus dealt with 
during the year. 

The corporation has 
earned a net profit of Rs 
32.52 lakhs during 1974-75 
as against Rs 23.87 lakhs 
in the previous year. After 
making provisions for taxa¬ 
tion, special reserve fund, 
statutory reserve, an amount 
of Rs 3.70 lakhs is available 
out of which guaranteed divi¬ 
dend liability to shareholders 
of Rs 3.62 lakhs is proposed 
to be met, leaving a surplus 
of Rs 0.08 lakh which has 
been carried over to the next 
year. The total reserve shall 
increase from Rs 33.42 lakhs 
to Rs 52.35 lakhs which 
works out to more than 50 
percent of the paid-up capital 
of one crore of rupees. 

The scheme of the cor¬ 
poration for granting finan- 
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cial assistance to technician 
entrepreneurs on soft terms 
received encouraging res¬ 
ponse. During the year 
under review 16 technocrats 
were sanctioned assistance 
aggregating Rs 24.44 lakhs 
for setting up industries and 
seven of them obtained dis¬ 
bursement amounting to Rs 
7.88 lakhs. Under the IDA 
line of credit through which 
the entrepreneurs are provi¬ 
ded with imported plant and 
machinery, the corporation 
sanctioned loans to the extent 
of Rs 45.94 lakhs to 16 units 
and out of this, two units 
have actually availed of the 
facility aggregating to Rs 1.52 
lakhs. So far as the resour¬ 
ces are concerned, the corpo¬ 
ration continues to supplement 
its funds by way of refinance 
from the Industrial Develop¬ 
ment Bank of India. With 
a view to further augmenting 
its resources the Reserve Bank 
qf India allowed the cor¬ 
poration to issue Bonds to 
the extent of Rs 27,50 lakhs. 
It may, however, be pointed 
out that the corporation 
may not be having sufficient 
resources to meet all its 
commitments in the current 
year. 

South India Viscosa 

The viscose filament yarn 
manufacturing units arc greatly 
perturbed at the enhancement 
of excise duty on viscose fila¬ 
ment yarn by 40 per cent as 
per 1975-76 budget. In fact, 
in July 1974, the rates of 
excise duty were raised by 
about 26 per cent and thus 
within a small span of a 
financial year, there has been 
a net increase in excise duty 
by about 75 per cent, which is 
a very severe economic blow 
on this industry, which it is 
neither able to absorb nor able 
to pass on the same to the 
weavers due to present down¬ 
ward trend market conditions. 
Consequent on the increase 
in excise duty, instead of 
market prices increasing at 
least to the extent of neutrali¬ 
sing the effect of increase in 
excise duty, this has dropped 
to a considerable extent. 

There is in fact a drastic 
fall in market prices of viscose 
filament yarn in the open 


market as compared to pre¬ 
budget position by about 
Rs 6.13 per kg. The in¬ 
dustry is therefore incurring a 
heavy loss at present. Already 
three units, accounting for 
about 30 per cent of the indus¬ 
try’s production, have been 
closed down. If the same 
trend continues, some more 
units may follow suit. It i$, 
therefore necessary not only 
to withdraw the enhancement 
proposed for 1975-76 budget 
but also bring the same to 
1973-74 level. This was st¬ 
ressed by Mr R. Venkataswamy 
Naidu, the chairman of South 
India Viscose Ltd, while 
addressing the annual general 
meeting ot the company. 

Power Shortages 

Even in spite of the pro¬ 
longed power cut, the perfor¬ 
mance of the company during 
1974 has been satisfactory. 
The pulp plant and rayon 
plant worked 350 and 354 
days respectively. The staple 
fibre plant of 10 tons per day 
capacity worked for 291 days 
and the new unit of 20 tons 
per day capacity for 250 days 
only, producing 23,815 tons 
of pulp. 2,378 tons of ra\on 
and 7,879 tons of staple fibre 
as against 24,124 tons of pulp, 
2,388 tons of rayon and 2,438 
tonsof staple fibre in 1973. The 
total turnover was Rs 20.55 
crores in 1974 as against Rs 
11.12 crorcs in 1973. The net 
profit for the year after provid¬ 
ing for depreciation was Rs 
5.31 crores as compared to 
Rs 1.93 crorcs only in 1973. 
In spite of cut in production 
and curtailment of cash gene¬ 
ration, the company has kept 
up the schedule of repayment 
of its loans to Mediobanca, 
Italy, and other deferred sup¬ 
pliers’ credits, to the tune 
of Rs 6.15 crores so far in 
foreign currency. In addition, 
the company has invested 
nearly Rs 11.70 crores, out of 
its generated funds on the capi¬ 
tal projects. 

The work in connection 
with the dbubling of the 
capacity of pulp plant to 120 
tons per day and setting up of 
a 2-ton per day capacity poly- 
nosic staple fibre plant, are 
* being carried out vigorously. 
The necessary industrial 


licence from the government 
for the expansion of pulp 
plant and also an import 
licence for the import of 
capital goods for this project 
valued at Rs 2.95 crores have 
already been obtained. The 
company has entered into 
agreements with its Italian 
collaborators for supply of 
machinery against the above 
import licence and technical 
assistance for the pulp plant 
expansion and for supply of 
machinery, technical know¬ 
how and techinical assistance 
for polynosic plant. In the 
case of ploynosic project the 
company is negotiating with 
the government for the issue 
of industrial licence as also 
for the capila! goods import 
licence. To tide over the 
power shortage, the company 
is importing a turbo generator 
and three diesel generators. 

MALCO 

The aluminium industry 
which had a spectocular growth 
rate till about four years 
ago, has been beset with seve¬ 
ral problems. The uneconomic 
pricing and power restrictions 
have affected the industry 
considerably. From 1972 to 
1974 the production has 
dropped from 179,000 to 
129,000 tonnes. During this 
period the capacity utilisation 
has declined from 102 per cent 
to 57 per cent. This is a very 
unfortunate trend involving 
waste of scarce resources. 
Unless the government sanc¬ 
tions suitable prices for alu- 
minimum products assuring 
reasonable return to the pro¬ 
ducers and ensure fair electri¬ 
city rate to the concerned 
state electricity boards, the 
future of the aluminium indus¬ 
try will be in jeopardy. This 
was emphasised by Mr R. 
Venkataswamy Naidu, the 
managing director of Madras 
Aluminium Co. Ltd, while 
addressing the annual general 
meeting of the company. 

During the present power 
cut, the government of Kerala 
expressed its willin^nees to 
make available additional power 
for Malco on a barter basis 
in order to get 70 per cent of 
the additional aluminimum so 
produced for its electrification 
project. The understanding 


is that the government of 
Tamil Nadu will have to be 
supplied with the balance of 
30 per cent for transmitting and 
distributing the power to the 
company. The Kerala govern¬ 
ment was even willing to offer 
higher prices for the com¬ 
pany’s products. 

Annual Feature 

As the power cut has become 
an annual feature and will be 
in force for many years and 
as the annual shut down of 
the plant means wastage of pre¬ 
cious and costly imported and 
indigenous raw materials and 
carbon lining materials, it will 
be worthwhile to come to a 
long-term arrangement so that 
the company is spared from 
the periodical power cuts and 
the governments of Kerala 
and Tamil Nadu could share 
additional aluminium for 
their electrification projects. 
It is hoped that the central 
government will accord its 
approval to such an arrange¬ 
ment which will ensure the 
continued working of the 
company’s plant without 
power cut. 

The central government has 
permitted the company to 
manufacture about 2.000 
tonnes of 7 mm sheets during 
1975-76 on an ad hoc basis. 
The company hopes to com¬ 
mence commercial produc¬ 
tion very shortly. The market¬ 
ing of this product will go a 
long way in helping a large 
number of small scale units in 
the country. Moreover, with 
Bharat Aluminium Co Ltd—a 
public sector enterprise— 
which has recently been com¬ 
missioned, the Madras Alumi¬ 
nium Co has the proud privi¬ 
lege of being associated with 
it for supplying for over 2,000 
tonnes of busbars in addition 
to loaning some of its equip¬ 
ments and services of its 
technicians for the start-up of 
Balco. 

Oppor;unities do exist in 
west Asia for joint ventures of 
aluminium projects but they 
are not allowed to be pursued 
vigorously. It is hoped that 
the government of Tndia will 
give Balco the encourage¬ 
ment to c mipete successfully 
with the curopean countries. 

In spite of several restraints. 
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Madras Aluminium Co Ltd 
has achieved commendable 
results during 1974 and was 
able to provide depreciation 
for both 1973 and 1974. 
Though it is a matter of 
satisfaction that the produc¬ 
tion achieved has been the 
highest so far, it is indeed de¬ 
pressing that the full capacity 
could not be utilised due to 
power supply restrictions. The 
cost of production has been 
aggravated due to frequent 
power supply restrictions, un¬ 
utilised capacity and credit 
squeeze. However with the 
encouraging trend in the 
government thinking, and with 
the availability of more 
power during the rest of the 
year and the possibility of 
diversifying of sales, the com¬ 
pany looks forward to a 
bright future. 

Radial Tyres 

In recent years, tyre ex¬ 
ports from our country have 
been on the decline. Due to 
recession in the developed 
countries, the demand for 
tyres is said to have diminish¬ 
ed. And tyre manufacturers 
in those countries have started 
exporting to countries where 
our country had found its best 
markets. Indian tyres have 
been out-priced by 20 to 30 
per cent. Not only are the 
raw material inputs priced ex¬ 
orbitantly, mainly due to 
statutory duties, but the use 
of outdated technology and 
obsolete equipment in Indian 
tyre factories have resulted in 
poor quality production with 
low export realisation. This 
is one side of the story. But 
the future is bright. 

The government's atten¬ 
tion was focused on the above 
.aspects of declining exports and 
it is indeed note worthy to 
age that the government has 
.adopted a progressive policy 
by Allowing imports of not 
onty modem technology and 
know-how but also modern 
sophisticated equipment re- 
qmredto manufacture better 
conventional tyres which have 
4 tn international acceptance, 
“Radial Tyre”. 

There are three basic types 
of lyres—the Bias Ply, Radial 
and Bias Belted. Of the three, 
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the radial tyres have certain 
distinct advantages. 

The life of a Radial tyre is 
higher by 100 per cent. Since 
a greater part of the radial 
tread is in contact with the 
road, it also ensures a better 
road grip. The Radial tyres 
also roll more easily because 
they have the lowest possible 
rolling resistance among all 
types. Radials take 27 per 
cent less energy to roll ensur¬ 
ing substantial fuel economy. 
The Radial side wall not only 
keeps the trend down to 
earth but also acts as a mini¬ 
shock absorber. These quali¬ 
ties have made the Radial 
the most accepted and wanted 
tyre all over the world. And 
all big automobile manufac¬ 
turers are now using Radials 
for almost all kinds of cars. 

Michelin of France is the 
leader of Radial tyre techno¬ 
logy and has now developed 
and perfected its know-how. 
Goodyear, USA is making 
Radial cord belts from a 
spaceage material called “Ex- 
ten” while Firestone, USA, is 
in the final stages of announc¬ 
ing a Radial that can be 
driven safely while flat for up 
to 50 miles. BF Goodrich, 
known as the Radial pioneer 
in America, has a tyre called 
“Golden Life Saver” which 
self-seals any puncture up to 
one-fourth inch width. General 
Tire International Co, of the 
USA developed its own Radial 
technology and is now manu¬ 
facturing Radials all over the 
world. It is now pioneering 
the radial trend in our coun¬ 
try. Apollo Tyres Ltd, a new 
Indian tyre project is being 
set up in technical collabora¬ 
tion with GeneraL Tire. So 
the Radial tyre technology has 
arrived in our country. To 
domestic truck operators. 
Radial tyres will be a dramatic 
and profitable change. 

News and Notes 

Sale of units which was sus¬ 
pended by Unit Trust of India 
during June, 1975 for the 
purpose of the annual closing 
of its accounts, was resumed 
from July 1, 1975. Units will 
be avilable for sale at an un¬ 
usually favourable special 
price of Rs 10.25 per unit 


throughout the month of July. 
It is customary for the Trust 
to sell units at a special con¬ 
cessional price at the beginn¬ 
ing of its every financial year. 
The price last year in the cor¬ 
responding period wasRs 10.30 
per unit This extraordinary 
special price will operate only 
for the month of July 1975 
and thereafter the normal 
pricing policy of the Trust 
will apply. The special offer 
period will not be extended. 
There will be no repurchases 
during the special offer period 
which terminates on July 31, 
1975. 

Board of directors of 
American Express Company 
declared a regular quar¬ 
terly dividend of S 0.20 per 
common share, payable August 
11, 1975, to holders of record 
onjulyll, 1975. It will be first 
dividend to be paid under the 
new schedule, announced 
February 24, 1975, which pro¬ 
vides for payments on the 
tenth day of the second month 
following the close of each 
calendar quarter. The pur¬ 
pose of the change was to 
permit timely reporting of 


q uarterly consolidated earnings 
with dividend-check mailings. 
This is the 108th consecutive 
year in which American Ex¬ 
press Company has paid divi¬ 
dends to its shareholders. 

New Issues 

Trivenl Sheet Glass Works 
Ltd is offering to the public 
25,000 (11 per cent), cumula¬ 
tive redeemable preference 
shares of Rs 100 each for cash 
at par to the public for sub¬ 
scription. The subscription 
list for this fully underwritten 
issue opened on July 7 and will 
close on July 18 or earlier but 
not before July 9. The com¬ 
pany has been promoted by 
Mr D. N. Agrawal for manufac¬ 
turing and marketing of sheet 
glass by the Pittsburg process. 
It has already received an 
industrial licence for setting 
up a plant for sheet glass .'ith 
an installed capacity of five 
million square metres. The 
factory will be located at 
Iradatganj, in Allahabad dis¬ 
trict. Barring unforeseen cir¬ 
cumstances the factory is ex¬ 
pected to go into production 
by the middle next month. 


Dividends 


(per cent) 


Name of the company 

Equity dividend dec- 
declared for 

Vmt r>n/lrv1 _ _ . 


Current 

year 

Previous 

year 

Higher Dividend 




Kunal Engineering 
Same Dividend 

March 31, 1975 

11.0 

10.0 

Boots Company 

(India) 

Elphinstonc Spg. & 

December 31, 1975 

12.0 

12.0 

Wvg. 

December 3 1, 1974 

Nil 

Nil 

Empire Dyeing & Mfg. 
General Industrial 

December 31, 1974 

20.0 

20.0 

Society 

December 31, 1974 

12.0 

120 

Jenson & Nicholson 

June 30, 1974 

Nil 

Nil 

Good lass Nerolac 

December 31, 1974 

20.0* 

20.0 

Enfield India 

December 31, 1974 

12.0 

12.0 

Seduced Dividend 

Pulliccar Mills 

December 31, 1974 

7.0 

12.0 

Dhanalakshmi Mills 

December 31. 1974 

8.0 

20.0 

Finlay Mills 

December 31, 1974 

8.0* 

14.0 

Gold Mohur Mills 

December 31, 1974 

7.0* 

14.0 


* On increased capital 
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Licences end Letters of Intent 

The following licences and letters of intent were issued 
under the Industries (Development and Regulation) Act 1951 
during the month of April 1975. The list contains the 
names and addresses of the licensees, articles of manufacture, 
types of licences—New Undertaking (NU)* New Article 
(NA): Substantial Expansion (SE), Carry on Business (COB) 
Shifting—and annual installed capacity. Details regarding 
letters of intent revoked, cancelled or surrendered arc also 
given. 

Metallurgical Industries (Ferrous) 

M/s Narain Vegetable Products,—Shajahanpur Road, P.B. 
43, Sitapur.—(Sitapur-UP)—Tin Containcrs-Unprinted—(upto 
18 litre capacity) forcapativc use only.—335 M.T.—(COB) 

M/s Sooraj Steel Ltd; Kashinath Mullick Lane, Calcutta-1. 
—(Sonepat-Haryana)—M.S. Ingots, Electrodes quality carbon 
steel, Forging quality Carbon Steels; Hardening and quality 
carbon steels; etc.—7,000 tonnes.—(COB) 

Shrec Ashok Alloy Steels (P) Ltd; Sadopur, Ambala. 
Punjab—(Sadopur, Ambala, Punjab) —M.S. Ingots, Electrodes 
quality carbon steel, Forging quality Carbon Steels; Hardening 
and quality carbon steels; etc.—7,000 tonnes.—(COB) 

M/s Carbon Steels (I) Ltd; 17-Bela Road, Civil Lines, 
Delhi.—(Broach-G ujant)—M,S. Ingots Electrodes quality 
Carbon Steel Forging Quality Carbon Steels; Hardening and 
quality carbon steels; etc, 7,000tonnes—(COB) 

* M/s B.P. Oil Mills Ltd; Maithan. Agra.— (Agra-UPi- 
Tin Containers—200 tonnes.—(COB) 

M/s Agarwal Steel Complex Ltd; 3-A, Shakespeare Sarani, 
Calcutta. (Calcutta-West Bengal)—M.S. Ingots. Electrodes 
Quality Carbon Steels: Forging quality Carbon Steels; Cold 
Heading Quality Carbon Steels; Hardening & Tampering 
quality Carbon Steels; etc—18,000 tonnes.—(C OB) 

M/s New Precision (India) Pvt Ltd; Precision House, 
Dewas. (MP). Dewas-MP)—Cast Iron Castings—1,200 tonnes. 
—(COB) 

M/s Ram Kishan Metal Works (Bombay), 32'34, Ashok 
Chambers/Broach Street, Bombay-9.—(Thana-Boinbay, Maha¬ 
rashtra)—Bright Bars—4,500 tonnes.—(COB) 

M/s Chamundi Steel Re-Rolling Mills. 245-A, Old Thara- 
gupet. Bangalore.—(Hosur Rd; Bangalore, Karnataka)-Bright 
Bars—4,560 tonnes.—(COB) 

M/s Jai Bharat Hardware Co 0/33, Industrial Area, 
Panipat.—(Pan ipat-Haryana)—Bright Bars— 1100 tonnes.— 
(COB) 

M/s Calcutta Iron & Engineering Co (P) Ltd; 48-Biplabi 
Rash Behari Basu Road, Calcutta.—(Howrah-West Bengal)— 
Bright Bars—4,500 tonnes.—(COB) 

M/s Kay Kay Janack Wires, 101, Steel Chambers, Broach 
Street, Bombay-9.—(Andheri, Bombay, Maharashtra)—Bright 
Bars—4,500 tonnes.—(COB) 

M/s Ramsarup Industrial Corporation, 66-Parwati Ghosc 
Lane, Caicutla-7.—(Kalyani—West Bengal)—Bright Bars— 
4,500 tonnes.—(COB) 

M/s Bhushan Industrial Co(P) Ltd; 22-Industrial Area, 
Chaiidigarh-2.—(Chandigarh)—Bright Bars—4,-500 tonnes.— 
(COB). 

M/s National Wire Industries, 41-Kaliawalan, Delhi Gate, 
Ghaziabad.—(Ghaziabad-UP))—iBright Bars—4,500 tonnes. - 
(COB) 

M/s Bharatpur Steel Rolling Mills, Industrial Area-B, 


Bharatpur.—(Bharatpur-Rajasthanj—Bright Bars —3,800 ton¬ 
nes.—(COB) 

M/s Raison Industries, Raison Nagav, G. T. Road, Ludhi¬ 
ana.—Ludhiana-Punjab)—Bright Bars—4,5000 tonnes.—(COB) 

M/s Sant Ram & Sons, (Jagdeshwar), 808, Industrial Area- 
B, Ludhiana.—(Ludhiana-Punjab)—Bright Bars—4,500 tonnes. 
—(COB) 

M/s Anand-Udyog Pvt Ltd; 168-C.S.T. Road, Kalina, 
Bombay.-—(Kalina, Bombay-Maharashtra)—Bright Bars— 
4,500 tonnes.—(COB) 

M/s Anand Steels & Wires (P) Ltd; 13/6. Mathura Road, 
Faridabad.—(Faridabad-Haryana)—Bright Bars -4,500 ton¬ 
nes.—(COB) 

M/s South As a Engg. lnds., 19-A, Avya Pillai Garden 
Street, Madras. —(Madras-Tamilnadu)—Bright Bars —3,300 
tonnes.—(COB) 

M/s Crucible Steel India (P) Ltd; N-45, Greater Kailash, 
Part-I, New Delhi.—(Baliabgarh-Haryana) —Bright Bars—4,500 
tonnes.—(COB) 

M/s Archana Steels (P) Ltd; 3-Industrial Area, Chandigarh. 
—^Chandigarh) —Bright Bars—4,500 tonnes.—(COB 

M/s S.R.C. Industries, No. 4, Goome> Street, Madras — 
(Ambattur-Tamil Nadu)-Bright Bars—6,000 tonnes—(COB) 

M/s Jindal Pipes Pvt Ltd; 1-23-B, Asaf Air Road, New 
Delhi.(Gha/iabad-UP)—Bright Bars—11580 tonnes —(COB) 

M/s Sundar Strip Rolling Mill, 79:7. Latoucha Road. 
Kanpur.—(Kanpur—UP)—Bright Bars—4,500 tonnes.—(COB) 

M/sGoel Steel Corporation, 1193, Kucha Patiram, Delhi.— 
Ghaziabad-UP)—Bright Bars —4,500 tonnes. —(COB) 

M,s Steel & Metal Tubes (India) Pvt Ltd; J-20 Rajuori 
(Garden, New Delhi. -(Naraina-Dclhi)—Bright Bars—4,500 
tonnes.—(COB) 

M/’s South India Steel & Starch Industries, 3/10, Shesha- 
chali Graniana Street, Madras.—(Nattamangalam Main Road, 
Salem, Tamil Nadu)—Bright Bars—4,500 tonnes.—(COB) 

M/s Rajcndra Mechanical lnds. Pvt Ltd; 325, Kalhadevi 
Road, Bombay. - (Bombay-Maharashira)—Bright Bars—1440 
tonnes.—(COB) 

M/s Kisaan Engineering Works (P) Ltd; 15-G.T. Road, 
Ghaziabad.—(Bulandshahr-UP)—Bright Bars—3000 tonnes.— 
(COB) 

M/s Leader Engineering Works, Industrial Town. Jullunder 
City.-Jullunder-Punjab)—Manually operated on-off* type 
Valves (Gate, Globe and Check)—5.62,000 nos.—(COB) 

M/s Shilay Industries. 335, Abdul Rehman Street, Bombay. 
—(Goregaon-Maharashtra)—Open Forgings—1700 tonnes.- - 
Die Forgings—1000 tonnes.—(COB) 

M/s The Malleable Iron & Steel Castings Co (P) Ltd: 
Senapati Bapat Road, Lower Pare!, Bombay—(Bombay- 
Maharashtra)— Malleable Iron Castings—4100 tonnes: 
Automotive Grcy/Alloy Iron Castings—400 tonnes.—(COB) 

M/s Asian Steel Industries Ltd; Mouhili, Hyderabad. 
(Hyderabad-Andhra Pradesh)—Bright Bars— 17,100 tonnes 
(COB) 

M/s Precision Steel & Enng. Works, 14/4, Milestone, 
Mathura Road, PO Amarnagar, Faridabad.’H'Faridabad- 
Haryana)—HB and HHB and Annealed Wire (4 SWG to 30 
SWG): Galvanised Wire (18 SWG) to 24 SWG); Total 4,550 
tonnes p.a—(COB) 

M/s Prakash Tubes Ltd : 47-West Avenue, Punjabi Bagh 
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New Delhi.—(Bahadurgarh-Haryana)-Steel Pipes & Tubes— 
10,000 tonnes.—(COB) 

M/s Ravindra Tubes Ltd; 121-E. Model Town, Hissar.— 
(Hissar-Haryana)—Steel Pipes and Tube—10,000 tonnes — 
(COB) 

M/s Modern TinprintersA Fabricators, 176, Gwalior Road, 
Agra.—(Agra-UP) Plain Tin Containers (upto 18 litres)— 
00 MT: Printed tin Containers —1290 MT: Thermos Cutters — 
45 -MT; Tin Gins- 60 MT: Aluminium Lunch Boves—J2 
MT: Printed Trays- 170 MT:-(COB) 

M/s The Mysore Kirloskar Ltd: PO Yantrapur, Harihar.— 
(Dharwar-Karnataka)— Cast Iron Castings -4,200 tonnes.— 
(SE) 

M/s Steel Pipes of India Ltd; 27/34, Industrial Estate. 
Indore-3.—(Dewas-Madhya Pradesh)—Black & Galvanised 
Pipes.- *50.000 tonnes (SE) 

M/s National Machinery Manufacturers Ltd; Stadium 
House, 81 -83, Veer Nariman Road, Bombay-20—(Kalwa, 
Thana, Maharashtra)-Blow Room Machinery—12 lines.- - 
(NA) 

M/s General Engineering Works, industrial Area, Bharatpur, 
Rajasthan.—(Bharatpur-Rajasthan) - Steel Wires of various 
categories.20,000 tonnes p.a - (NA) 

Shri M.F. Tamboli, Mg. Dir., M/s Steel Cast Bhavnagar 
Pvt Ltd : Ruvapari Road, Bhavnagar. -(Bhavnagar-Gujarat)— 
Investment & Precision Castings—250 tonnes p.a—(NU) 

M/s Turner Morrison & Co Ltd; 6-Lyons Range, Cal¬ 
cutta-1.—(Thana-Maharashtra)—ERW MS Pipes & Tubes - 
10,000 tonnes p.a—(COB) 

Metallurgical Industries (Non-Ferrous) 

M/s Hindustan Chains (P) Ltd; 149, G.T. Road, PO 
(Sahibabad. Ghaziabad. --(Sahibabad, Gha/iabad-UP)—Alu¬ 
minium Utensils 402 tonnes p.a—(COB) 

M/s Saru Smelting Pvt Ltd; Sarunagar, Sardhana Road, 
Meerut.—(Meerut-L'P) -Phosphor Bronze Shcets/Strips—100 
tonnes p.a—(NA) 

Electrical Equipments 

Shri B.K. Shelke, Partner, M/s Kolhapur Auto Works, 
Shahupuri, Kolhapur.Udyamnagar, Kolhapur-Maharashtra)* - 
Diesel Engines upto 15 HP—2,500 nos. p.a—(COB) 

Shri M.D. Harite. Sccy. Mgr, M/s Javahar Engineering (P) 
Ltd; Datta-Leela, Pimpri Colony, Poona-17.—Sharurampur- 
(Ahmednagar-Maharashtra)* 'Dicsel-Engincs upto 15 HP— 
4,000 nos. p.a-(COB) 

M/s Tclcvista Elcclronics (P) Ltd; 239, Okhla industrial 
Estate, New Delhi. - (Okhla-Dclhi) -T.V. Receivers - -15,000 
nos: Taps Recorders—20,000 nos:Elcctrunic Desk Calculators 
—2,000 nos: Amplifiers—5.000 nos: Transistor Radios (less 
than Rs 200)—7,200 nos: Car Radios--10;000 nos —(COB) 

M/s Dclco Electronics Ltd: 29-Nelaji Subhas Marg, 
Delhi.-* (Santa Cruz EPZ, Maharashtra)—1 ape Recorders —1 
lakh nos: Pre-recorded Cassettes—50 lakh units: Pre-recorded 
Cartridges—50 lakh units.—(NU) 

M/s O.EN. India Ltd; 19/88-B, Kaloor Road, Post Box 
No, 1905, Cochin . - (Kerala)—Dust Sealed & Hermetically 
sealed Relays—3 lakh nos. G.B Moulded Relays—2 lakh 
nos. p.a—(SE) 

M/s Radio & Electricals Mfg. Co Ltd; PB No. 2606, 
Mysore Road, Bangalore.-Bangalore-Karnataka)—Polyester 
Capacitors—2.25 Mill nos. p.a—(SE) 

M/s Keltron Component Complex Ltd; PB No. 37, Mill 


Road, Cannaoore. —(Mangatparamba, Kannanore-Kerala)— 

Aluminum Electrolytic Capacitors—<18 Mill nos —(NU) 

M/s Tumus Electric Corpn. Ltd; Shriniketan Rewa Road, 
Satna—(Rewa-Madhya Pradesh)—Nagnetic Strips Sound 
Cores—500 tonnes p.a—(NA) 

M/s Hindustan Machine Tools Ltd: Bangalore—(Hydcra- 
bad-Andhra Pradesh)—GLS Filaments—115.4 mill nos. p.a: 
Tungston Wire—13,420 Mill Metres: GLS Lamps—20 mill 
nos: Lamp Making Machines—8 Chains (machine lines)— 
Glass Components: Incandescent Glass Lamp Shells—50 mill 
nos: Flourescent Tube Shells—5 mill nos: Lead Glass Tubes 
& Rods -L.300 tonnes Metal Caps : For incandescent Lamps 
—45 mill, pcs: For Flourescent Lamps —5 mill pcs: Lead-in- 
Wire: Vox Incandescent Lamps—50 Mill mctresFor Flourescent 
Lamps—1*5 Mill pcs: Flourescent Lamps Starters Electrodes. 
-(NA) 

M/s Delton Cable Industries (P) Ltd; Delton House, Bharat 
Ram Road, 24-Darya Ganj. Delhi -(Faridabad-Haryana,— 
High Frequency/Radio Frccuency Cables—-1000 KM—(NA) 

Transportation 

M/s Trivandrum Rubber Works Ltd; Trivandrum-7 
(Trivandrum-Kerala)—Bicycle Rims- lakh nos—(SE) 

Mr Mahesh B. Kothari, 7, Anand D.irshan, J3-Podd;r 
Road, Bombay—(Colaba-Ma-harashtra,— Assorted Carburet¬ 
ters for Automobiles-1 lakh nos—(NU) 

M/s Gandhi Dawar Aisan Valves Ltd; Humidia Road 
Bhopal — (Betal Distt: MP) -Engine Valves — 17,50,000 nos 
p.a-(NU) 

M/s Sahney Paris Rhone Lid; 27, Kirol, Bombay - 
(Hyderabad-Andhra Pradesh) Alternators/Gcnerators 
70,000 nos—Voltage Regulators—70,000 nos - Starters — 

70,000 nos—(NU) 

M/s Gajra Beval Gears Ltd; Five C hambers, Gear Street 
Fort, Bombay—(Dewas-Madhya Pradesh).—Ring Cicas and and 
Pinions—750 M.T— Differential Gears & Kits—195 tonnes— 
(NU) 

Industrial Machinery 

M/s New Precision (India) Pvt Ltd; Precision House, Dewas 
(Dewas-MPE—Diesel Engine-Pumping Sets—(Engine 5 HP 
rating)—1300 nos p.a—(COB) 

Machine Tools 

M/s K.G. Khosla & Co., 1-Dcshbandhu Gupta Road, 
New Delhi-55—(Ballabhgarh-Haryana)—PNEMATIC TOOLS: 
Rock Drills BM-22—1,200 nos; Rock Drills-R-I8—1,200 nos; 
Air Legs TS-13—1,200 nos (NA) 

M/s Geometrical Tools Mfg-Co Ltd; India, 105, Apollo 
Street, 1st Floor, Bombay -(Bomaby-Maharashtra)—Road 
Rollers (4 to 5 tonnes)—50 nos—Road Rollers (8 to 10 tonnes) 
—250 nos—(SE) 

Miscellaneous Industries 

M/s Gedore Tools (India) Pvt Ltd; 151, Golf Links, Post 
Box 3027, New Delhi— (Aurungabad-Maharashtra)—Forged 
Hand Tools—M00 tonnes p.a—(NU) 

Chemicals (Other than Fertilizers) 

M/s Synthetic Moulders Ltd; 16-Netaji Subash Road, 
Calcutta-1—'(Calcutta-West Bengal)—Injection Moulded Goods 
—425 tonnes—Extended Goods—110 tonnes—(COB) 

M/s Industrial Oxygen Co (P) Ltd; Plot No A/2, Trans 
Thana- Creek Industrial Area, Ml DC, Thana, Maharashtra 
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—(Thana-Maharashtra)—Nitrogen Gas/Liquid-1 mill C.M— 

(NA) 

M/s Sanghi Motors (Bombay) Pvt Ltd; 39-A, Hughs Road, 
Bombay-7—(Kotah-Rajasthan)—Nitrogen Gas (As bye Product) 
—10 lahks C Metres (NA) 

M/s Sturdia Chemicals Ltd; Neville House, Ballard 
Estaie, Bomby-^(Rtshikesh-UP)—Calcium Carbonate—20,000 
tonnes p.a—(SE) 

M/s Western Indian States Motors Pvt Ltd; Railway 
Road, Jodhpur—(Bombay-Maharashtra)—Oxygen Gas—0.90 
MCM Dissolved Acetylone Gas—0.20 MCM (NU) 

M/s Colour Chem Ltd; Ravindra Annexe Dinshaw Vachha 
Road, 194-Churchgate Reclamation, Bombay—(Thana-Maha- 
rashtra)—3:3 Dichlorobenzidine Dihydrochloride—250 tonnes 
-(NA) 

M/s Electro Chemicals & Industries Ltd; Industry House, 
2nd Floor, 45-Race Course Road, Bangalore-l—(Mysore- 
Karnataka)—Chemical Manganese Dioxide—3,000 tonnes; 
Manganese Chemicals & Salts—1,000 tonnes—(NA) 


Drags & Pharmaceuticals 


M/s Chemical Industrial & Pharmaceutical Laboratories 
Ltd; 289, Bellasis Road, Byculla, Bombay—(Bombay-Maha¬ 
rashtra)—Rifampicin—550 Kgs—(NA) 


M/s Indian Drugs & Pharmaceuticals Ltd; N-12, South 
Extension-1, New Delhi—(Hyderabad-Andhra Pradesh)-- 

lndomathacin Capsules-60 mill nos p.a—(NA) 

M/s Bayer (India) Ltd; 82-Veer Nariman Road, Bombay-20 
—Thana-Maharashtra)— Epontol Solution—19,260 litres - 


(NA) 


Textiles 


M/s The Kinnison Jute Mills, Co Ltd; Chartered Bank 
Building, Calcutta-I—(Titaghar, 24-Parganas, West BengalI - 
Yarn & Blended Febrics from Jute & Wastes of natural 
&-Menmade Fibres—1,800 MT—(NA) 

M/s Kashmir Spun Silk Mills. A-4, Suraj Sadan, North 
South Road. No 3. Ville Parle (W) Bombay--(Barzalla, Sri¬ 
nagar, J & K)— Spun Silk Yarn out ol Skill Waste— 900 
spindles of indigenous origin—(NU) 

M/sTheSrivilliputtur Cooperative Spinning Mills Ltd; 
Madurai Road, Srivilliputtur—(Ramanathapuram-1 amil 
Nadu)—Cotton Yarn—50,000 spindles p.a —(SE) 


Compound, Morvi—(Billimora, Bulsar, Gujarat)-—Gotten 
Yarn—25,000 spindles-(NU) 

M/s Keshavlal Talakchand & Co, ‘India House’ Opp: GPO, 
Fort, Bombay—(Bulsar-Gujarat)—Cotton Yarn—25,000 

spindles—(NU) 

M/s Yeshwant Sah&kari Soot Girani Niyamit, Akkalkel 
Road, Sholapur—(Sholapur-Maharashtra)—Cotton Yarn 
25,000 spindles—(NU) 

M/s Tirupati Cotton Mills, Care: NTC Ltd; 8th Floor, 
Surya Kiran, 19, Kasturba Gandhi Marg, New Delhi.-- 
(Chandragiri, Chittor-AP)—Cotton Yarn—25,000 spindles.-- 
(SF) 

M/s Himabhai Manufacturing Mills, Care: NTC Ltd; 
Surya Kiran Building, 19-Kasturba Gandhi Marg, New Delhi. 
—(Ahmcdabad—Gujarat)—Cotton Yarn-25,000 spendles.- *(SE) 

M/s Nirfabrics Ltd: Nirlon House, 254-B, Dr. A. B. 
Road, Worli, Bombay.--(Bombay—Maharashtra) -Wrap- 
Knitting Machines, One Circular Knitting Machine and 12 
Water Jet Looms for the manufacture of Synthetic Yarn and 
Knitted Fabrics.—(COB) 

M/s Davangere Cotton Mills Ltd; Hanumanthappa Bldg; 
Bhitradurga Road, Post Box 201, Davangere-2.—(Gadag, 
Charwar-Karnataka)—Cotton Yarn-25.000 spindles— (SF.) 

M/s Selvi Textiles Mills (P) Ltd; 112, Dhali Road, 
Udamalpct, Coimbatore.—(Udamalpet, Coimbatore, Tamil 
Nadu)—Cotton Yam—25,000 spindles.* (SE) 

M/s Sri Nadiambal Textile Mills Ltd; Alianilai P.O , Via: 
Aranthangi, Pudukkotai Distt.—«(Pudukkoiai-Tamil Nadu)— 
Cotton Yarn—25,000 spindless. hSE) 

M s New Bhopal Textile Mills Care: N.T.C. Ltd; Cand- 
barh, Bhopal. -(Bhopal- MP)—Cotton Yarn—25,000 spindles 
—(SE) 

Paper & Pulp 

M/s Lotus Paper Mills (P) Ltd; 9-Shivsagar, J9-WorIi Sea 
Face, Worli. Bombay.—(Thana-Maharashtra)—Coated and 
Calendered Paper— 3.000 tonnes.™ (NU) 

Sugar 

M/s Vasant Saliakari Sakhar Sugar Karshana Ltd; C/o 
Zilla Prished, Jalgaon, Maharashtra—(Jalgaon-Maharashtra) 
— 1.250 tonnes p.a (NU) 

Fermcntat ion 1 ndustri es 


M/s Rajagar-Spg Weg & Mfg Mills care: NTC Ltd; 
Surya Kiran Building, Kasturba Gandhi Marg, New Delhi 
(Ahmedabad-Gujarat)—Cotton Yarn-25,000 spindles p.a- 
(SE) 

M/s Pioneer Spinners; Care: NTC Ltd: Surya Kiran 
Building, KasturbaGandhi Marg New DcIhi(Paramakudi, Rama- 
athapuram, Tamil Nadu)~Cotton Yarn-25,000 spindles- (SE) 

Shri Deepak Navanitlal, Deepak Kunj, Shahibag, Ahme- 
dabad— (Bawla, Ahmcdabad. Gujarat)—Cotton Yarn-25,000 
spindles—(NU) 

M/s Vardhman Spg & General Mills Ltd; Chandigarh 
Road, Ludhiana—(Himachal Pradesh)—Cotton Yarn-25,000 
spindles (NU) 

Mr KantiUl K. Sheth, (Jyot), Kanta Stree' Vikas Grab 
Road, Rajkot— (Rajkot-Gujarat)—Cotton V am—25,000 

spindles—(NU) 

M/s Arunoday Mills Ltd; Vegetable Road, Mcrvi— (Morvi- 
Gujarat)—Cotton Yam—50,000.spindles—(SE) 

Shri Madhusudan Dalpatram Vora, Arunoday Mills 


M/s Vijav Breweries Ltd; 10-B, Mahatma Gandhi Road; 
Calcutta-9. ^-(Ghazipur-UP)—Beer -45.000 H.L —(COB) 

M/s Golden Hill Breweries Ltd; F-10, N.D.S.E. Part-Ill. 
New Delhi.—(Sawai Madhopur-Rajasthan)—Beer—45,000 H.L. 
-(COB) 

M/s Doburg Lager Breweries (P) Ltd; 82, Nagindas Master 
Road, Bombay.—(Doburg Nagar-Maharashtra)—Beer—50,000 
H.L—(COB) 

Food Processing Industries 

M/s The Punjab State Industrial Development Corpn., 
United Commercial Bank Building, Sector-17-A, Chandigarh. 
—(Punjab)—Maize Starch—7,500 ’ tonnes; Liquid Glucose- 
3500 tonnes; Dextrose*--3500 tonnes; Maize Germ—2000 
tonnes; Gluten—3000 tonnes; Husk Fine & Coarse Bran from 
extract—3000 tonnes—(NU) 

M/s Busching Schmitz (P) Ltd; 66-Ring Road, Lujpat 
Nagar-IIL New Delhi.—(Faridabd-Haryana)— Diary Equipment 
such as : S. S. High Capacity Milk Pumps; Cream 8c Milk 
Separators; Automatic Milk & Cream Pasteurisation Plants 


99 


July 11, 1975 


eastern economist 



with & without programme Control; Automatic Bottle Wash¬ 
ing, Filling, Sealing & Labelling Plants—Rs 50 lakhs p.a— 
(NA) 

Mr Bhagwan Roller Flour Mills, 3-Acharwala Bagh, Near 
Amba Cinema, Subzi Mandi, Delhi-7—(Si kandarabad, Buland- 
shahar-UP)—Wheat Products—30,000 tonnes p.a—(NU) 

Robber Goods 

M/s Dunlop India Ltd; Dunlop House, 57-B, Mirza Galib 
Street, Calcutta-16.- (Ambattur, Chingalpet-Tamil Nadu)— 
Solid Tyres, Rubberising of Wheels, Rims, Bogies and Rollers 
13,500 nos.—(SE) 

Cement & Gypsum Products 

Mr B.M. Mohta, 48-Netaji Subhas Road, Liluah, Howrah, 
(Barbil, Keonjhar, Orissa)—Cement—1 lakh tonnes p.a—(NU) 

Timber Products 

M/s Godavari Plywoods Ltd, 5-Sundernagar, Hyderabad. 
—(Rampachodavaram, East Godavari, AP)—Commercial Ply¬ 
wood (4 m.m. Equivalent)—1 mill sq. mtrs. Decorative Veneers 
(Plywood) (4 m.m. equivalent)—5 lakhk sq. Metres—(NU) 

Miscellaneous Industries 

M/s J &K Cigarettes Ltd; Bari Brahamanan, Jammu.— 
(Jammu & Kashmir) -Cigarettes—4,500 mill, pcs.—(NU) 

Letters of Intent 

Metallurgical Industries (Ferrous) 

M/s Kulkami Engineering Associates Pvt. Ltd; 195/5, indus¬ 
trial Estate, Sangli.* (Sangli-Maharashtra)—Alloy steel Cast¬ 
ings (including High Alloy Castings)- 1,000 tonnes p.a — 
(NU) 

M/s The Shankar Industries 192, Jamunalal Bazar St; 
Calcutta-7—(Bankura-West Bengal)—Steel Pipes & Tubes— 
10,000 tonnes p.a—(SF) 

M/s Bhagwati Foundries Ltd; Odhav Road, Post Odhav, 
Ahmedabad — (Odhav-Ahmedabad, Gujarat)—S.G. Iron Cast¬ 
ings—600 tonnes. Alloy & High Duty Iron Castings--3,000 
tonnes—(SE) 

M/s Usha Martin Black (Wire-Ropes) Ltd; 14-Princcs 
Street, Calcutta.—(Ranchi-Bihar)—Steel Wire Ropes of 3” 
and above diameter—1,300 tonnes p.a—(SE) 

M/s Rashtriya Metal Inds. Ltd; Sir Mathuradas Vusanji 
Road, J. B. Nagar, Bombay.—Metallic Extruded Containers/ 
Tubes (lead/tin/zinc/aluminium)—20 tonnes p.a—(NA) 

Electrical Equipment 

M/s Expo Electronics Pvt. Ltd; Sheel Chambers, 10, 
Cawasjce Patel Street, Fort, Bombay.—(Santa Cruz EPZ- 
Jilttharashtra)—Metal Oxide Film Resistors--12 million pieces 
pa-(NU) 

M/s Expo Electronics Pvt. Ltd; Sheel Chambers, 10- 
Cawasjec Patel Street, Fort, Bombay.--(Santa Cruz EPZ- 
Maharashtra)—Aluminium Elcctrolitic Capacitors—12 Mill, 
pea;—(NU) 

M/s ASEA Electric India Pvt. Ltd;ASEA House, Goa 
Street, Ballard Estate, Bombay.—(Bombay-Maharashtra) — 
Jhrotection Relays, etc.—16,000 nos; Auxiliary Relays, etc- 
11,000 nos; Testing Kits, Actuators, etc*—As required for 
captive use; Minimium Oil Circuit Breakers rated 800-3150 
amps 3.3—24 KV—700 nos. p.a; Isolators with/without HRC 
Cartridge Fuses rated 630-2000 amps. 3.3—24 KV—400 nos; 
Cast JResin Insulated Current & Voltage transformers rated 
3.3—r34 KV—4,200 nos; Electronic Control & Supply for 
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variable speed drives upto 250 KW and various other applica¬ 
tions—550 nos; (a) Twin Shell Arc Furnaces 2 nos. (b) ASEA* 
SKF Ladel Furnaces 2 nos. (c) Electro-Slag Refining Furnaces 
2 nos. Induction Furnace Mains & Medium Frequency induc¬ 
tion melting Furnaces—12 nos; LT & HT Switchgear Cubicles 
upto 22/24 KV—2,40 nos; Control & Relay Panels, Control 
Desks and Control panels for variable speed drives—2,400 nos. 
Components for above viz . Polarised position indicator; Discre¬ 
pancy Control Switches; Indicating Lamp Fittings; Multiple 
Plug-socket connectors; Mechanical Position indicators, (as 
required for captive use)—(SE) 

M/s General Electric Co of India Ltd; Magnet House, 
6-Chittaranjan Avenue, Calcutta—(24-Parganas-West Bengal}— 
Circuit Breakers-15 KV, 750 MVA—200 nos. 33 KV, 1000 
MVA—200 nos. 66KV, 2500 MVA—200 nos; 11KV Ring Main, 
Switch and Switch fuse units upto a rating of 800-A—1000 nos; 
Contactors AC& DC upto 600 amp—11 KV (Conventional air- 
break and vacuum type)—5 lakh nos; L. T. Moulded case Cir¬ 
cuit Breakers upto 300-A—2,500 nos; Tap changers for Eurnacc 
and power transformers upto a rating of 20 MVA, 132 KV— 
100 nos; High Voltage Control panels for control of power 
capacitors, motors, etc. upto 11 KV system voltage—500 nos. 
p.a—(NA) 

M/s Crompton Greaves Ltd; Kanjur, Bhandup, Bombay.— 
(Bombay-Maharashtra) -On Load Tap Changers—within *he 
licensed capacity to suit Transformers upto 220 KV; Current 
and Potential Transformers upto 66 KV--l5,000 nos; Bush¬ 
ings to suit Transformers upto 220 KV for Captive use—(SE) 

M/s Larsen & Toubro Lto; L & T House, Narottam 
Morarji Marg, BallarJ Estate, Bombay.—(Bombay-Maharash¬ 
tra)—Air C'i f cuit Breakers above 600 amps, 500 volts with 
breaking capacity upto 100 KA—2.400 nos. p.a—(SE) 

M/s Pandit Kanahyu Lai Punj, Punj House, M-13, Con¬ 
naught Circus, New Delhi.—(Delhi)--Evaporators—2 lakh 
nos—(NU) 

M/s Thomas P. Koshy, 12/656, Kunnathurmedu, Palghat-14. 
(Nemmara, Palghat—Kerala) Guns for colour T.V. Tubes—4 
lakh nos.(NIJ) 

M/s Continental Electronics Industries Ltd; Herald House, 
2nd Floor, 5-A, Bahadur Shah Zafar Marg, New Delhi.— 
(Maharashtra)—Reed Relavs and Switches—3 mill. nos. 
p.a—(NU) 

Transportation 

M/s Harshadray Pvt. Ltd; JIJ! House, Raveline Street, 
Fort, Bombay. (Gujarat)—Gaskets—30 mill nos. p.a—(NU) 

M/s Tamil Nadu Industrial Dev. Corpn. Ltd; 150-A, Anna 
Salai, Madras-2.- -(Tamil Nadu)—Scooters—24,000 nos. p.a— 
(NU) 

Industrial Machinery 

M/s Shri Ambica Machinery Manufacturers (A Division of 
Shri Ambica Mills), Near Kankaria Loco Siding, Ahmedabad. 
—(Vatva, Ahmedabad-Gujarat)—Uptwisters—40 nos. Re-draw¬ 
ing Machines—20 nos.—(NA) 

M/s W.G. Forge & Allied Industries Ltd; P. B. No41, 
Majiwade, Thana.—(Thana-Maharashtra)—Spark Erosion Ma¬ 
chine Vidyunt CH-I —50; nos; Spark Erosion Machine Vidyunt 
BE-I—40 nos; Spark Erosion Machine Vidyunt BA-I—10 nos; 
Electro Chemical Machine Vidyunt ECM RS-I—20 nos; 

Electrode Forming Machine Vidyunt EFM-I—15 nos. p,a_ 

(NA) 

Industrial Instruments 

M/s Instrumentations Ltd; Kota.—(Kota-Rajasthan)*- 
Infrared Analyser Set—240 nos: Thermal Conductivity Analyser 
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set—160 nos: Para Megnetic Analyser Set—140 nos: Trace Gas 
Analyser Set—100 nos: Total 640 nos—(NA). 

Scientific Instruments 

Mr A.P. Rama Rao, 8-3-903/6, Yellareddy Guda, Hydera¬ 
bad. 

M/sSivshakti Industries (Srikakulam—Andhra Pradeesh)— 
Vernier Calipers— 5,800 nos: Depth Gauge and hight Gauges— 
3.600 nos; Micro 11,950 nos: Dial Indicators Meiers—5.150 
no-(NU). 

Chemicals (Other than Fertilizers) 

M/s Sandoz (India) Ltd; Sandoz House, Dr Annie 
Besant Road, Worli. Bombay.— (Kolshet Thana,—Maharashtra) 
—Thioglycollic Acid and its derivatives—60 tonnes—(NA). 

Mr Satish C. Anand, Mahalaxmi Chambers, 3rd Floor, 
Bhulabhai Desai Road, Bombay.—(Maharashtra)—Nitrite 
Rubber—1,500 tonnes—(NU). 

M/s Synthetic & Chemicals Ltd; 7-Jamshedji Tata Road, 
Bombay— (Bareilly-UP) — Vinyl Pyridine Lattices--800 tonnes: 
Vinyl PyridL.e Monomer—200 tonnes (N.A). 

M/s U.P. State industrial Development Corp. Ltd; 117/420, 
G.T. Road, Post Box No. 4131. Kanpur.—<Uttar Pradesh)— 
Beta Naphtho]—1,500 tonnes -(NU). 

M/s Sudarshan Chemicals Industries Pvt Ltd; 162, Welle¬ 
sley Road. Sangam Bridge, Poona.—fColaba, Maharashtra) — 
Beta Naphthoi—2000tonnes—(NA). 

M/s Masehmcijer Aromatics (India) Pvt. Ltd; G.S.T. Road, 
Madras.—(Chingleput, Tamil Nadu)- -Musk Xylol—184 tonnes 
—fSE). 

Mr G. Krishnan, No. 5/Third Crosss Street, Thillainagar, 
Namakkal P. O., Salem Distt. (North Arcot. Tamil Nadu) 
Epoxy Resins 400 tonnes -(NU) 

M/s Pidilite industries Pvt. Ltd; 54-H, Maulana Azad Road, 
Jacob Circle Bombay—(Trans-Thana Creek, Maharashtra) - 
Epoxy Resins -500 tonnes - (NA). 

M/s C. D. Thakkar & Co., 22-Brabournc Road. Calcutta-1 
- -(Burdwan-West Bengal)—Sulphuric Acid —16,200 tonnes- 
(SE) 

M/s The Hindustan Mineral Products Co. Pvt. Ltd; ll l- 
Industriai Area. Sion, Bombay - (Ankaleshwar, Broach, Guja¬ 
rat)—Methyl-2 Benzimidazole Carbamate 400 tonnes (NU) 

M/s Indian Organic Chemicals Ltd; 28-Bombay Samachar 
Marg, Fort, Bombay (Khopoli, Kolaba, Maharashtra) Car- 
boxy Methyl Cellulose -2,000 tonnes—(NA) 

Shri A. C. Gulati, M-17, N.D.S.E. Part 1L New Delhi 
(Faridabad-Haryana) - Beta Napthal -1,500 tonnes—(NU) 

M/s Bhurat. Pulverising Mills Pvt. Ltd; Hexamar House, 
28-Sayani Road, Bombay (Thana-Maharashtra) Endosul- 
phan Technical--!,200 tonnes --(NA) 

M/s Bengal Chemical A Pharmaceutical Works Ltd; 6- 
Ganesh Chandra Avenue, Calcutta—(Panihatii 24-Parganas, 
West Bengal) —Alumina Ferric—29,700 tonnes -(SE) 

M/s Indo-Ntppon Chemicals Co. Ltd; Maker Bhavan No. 2, 
18-New Marine Lines, Bombay—(K.alol, Panchmahal, -Guja¬ 
rat)—Oxo-Alcohols-10,000 tonnes—(NU) 

M/s Indore Air Products, C/o Sanghi Bros. (Indore) Pvt. 
Ltd; 7-E, Jhandewala, New Delhi—(lndore-Madhya Pradesh) - 
Oxygen Gas—t.00 MCM; D/Acetylene -0.20 MCM <NU) 

M/s Bengal Roiling Mills Ltd; 23-Brabournc Road 7th 


Floor) Calcutta—(Bangalore-Karnataka)—Oxygen Gas—1.00 
MCM; Nitrogen—0.50 MCM- -(NU) 

Mr Om Prakash Gupta, 189, Patliputra Colony, Patna 
(Patna-Bihar)—Oxygen Gas- 1.00 MCM—(NU) 

M/s Southern Gas Ltd; 804, Prasad Chambers. Charni 
Road, Bombay—(Aurangabad-Maharashtra)—Oxygen Gas - 
1.00 MCM; D/Acetylene Gas—0.20 MCM-(NU) 

Dr K. M. Rao, Lenin Bhawan, Main Road, Ravi Enter¬ 
prises (P) Ltd; Vijayawada-l—(Chittore-Andhra Pradesh) 
Oxygen Gas—1.00 MCM; D/Acelylene -0.20 MCM—(NU) 

M/s S. Goknl, c/o Polylam Industries, Morzaria Industrial 
Estate, Bangalore—(Bangalore-Karnataka) -Extruded foam 
plastic Rigid Board- -1,500 tonnes -(NU) 

Dr Virbhadra Singh, ‘Kailas’, 50-Pcdder Road, Bombay-26 
—(Ahmedabad-Gujarai) Oxygen Gas—2.90 MCM: D/Acety- 
lene Gas~0.40 MCM—(NU) 

M/s Jogindcr Engineering Works, H. No. 700, Ward N >. 3, 
Lower Bazar, Kalka—(Panchkuht-Harvana)- Oxygen Gas—1.00 
MCM—(NU) 

Mr Ashok Newetia, K. F, 80, New Kavinagar, Gha/ia- 
bad—(Rajasthan)—Oxygen Gas —1.00 MCM; D/Acetvlene 
Gas—0.20 MCM (NU) 

Mr Mangal Dutta Sharma, M/s Prabhal \Sicels (P) Ltd; 
44-A, Shankar Nagar, Raipur--(Raipur-Madhya Pradesh)- 
Oxygen Gas -L00 MCM; D, Acetylene Gas 0.20 M( M -(NU) 

M/s Haryana Oxygens (P) LtJ., Shakpura Koihi, P.O. 
Hansi. Hissar—(Hissar-Haryuna) -Oxygen Gas—l 60 MCM: 
D/Acetylene Gas—0.20 MCM; Nitrogen —1.00 MCM; Argon 
—0.05 MCM—(SE) 

M/s Himachal Gas Products, Dhalli, (Simla)-12, Himachal 
Pradesh— Una-Himachni Pradesh)- Oxveen Gas LOO MCM; 
Of Acetylene Gas-0.20 MCM—(NU) 

Mr Hira Lai Aggarwal, c/o Ranchi-Non Ferrous Mela) 
Industries, Upper Bizir, Ranchi—(Daltongang-Bihar)— 
Oxygen Gas—LOO MCM: D Acety lene G is —0 20 MCM 
Nitrogen 0.50 MCM-(NU) 

MrPandey Dayanand Sharma, Kali Astlun Road, Ranch 
HDaltonganj-Bihar)—Oxygen G.is--L(H) MCM ;D'Acetylene. 
Gas—0.20 MCM; Nitrogen —0.50 MCM -(NU) 

M/s Millard Industrial Corporation, 2*Brabourne Road 
Calcutta-1— (Ambattur-Tamil Nadu) Oxygen Gas—I .(K 
MCM —(NU) 

Mr T.A Perumal, I9-B, Habibullah Road, Madras-17 
(Mettupalayam, Coimbatore Tamil Nadu) - Oxveen Gas 
0.480 MCM .Hydrogen -4.072 MCM-(NU) 

M/s Madras Oxygen A Acetylene Co Ltd., 6-Saradamba 
Street, Gokulam Colony, T-Nagur. Madras-7- {Hnnore-Tami 
Nadu)-Oxygen Gas- 0 288 MCM -(NU) 

Mr K.K. Pathak, Flat-20, Popular House, 43, Soulhen 
Avenue, Calcutta -(Nagpur-Maharashtra) - Oxygen Gas 
1.00 MCM -(NU) 

Mr Subhash Chandra Aggarwal, M. Com. c/o M s Radha 
krishna Oil & Rice Mills, Mahatma Gandhi Road, Gauhati- 
(Tinsukia-Assam)—Oxygen Gas —1.00 MCM : D. Acctvlem 
Gas—0.20 MCM- -(NU) 

M/s Bipin Industries, 143, Guru Nanak Auto Markc 
Kashmeri Gate, Delhi (Baroda-Gujarat)--Oxveen Gas- 
1.00 MCM; D/Acctylene Gas -0.02 MCM—(NU) " 

M/s Gujarat Oxygen & Acetylene Co, Vadva, Talavadi 
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Bhavnagar, Gujarat.—(Bhavnagar-GujaraO—Oxygen Gas— 
1.00 MCM-.(SE) 

; M/s Baroda Oxygen Ltd., c/o M/s Swati Agencies 6-D, 
Hamam Street, Fort, Botnbay-1. -Ankaleshwar-Gujarat)— 
3xygen Gas—1.00 MCM; D; Acetylene Gas -3.20 MCM - 
—(NU) 

M/s Tricliy Distrilleries & Chemicals Ltd., 17/4, Nun- 
cambakkam High Road, 2nd Hoor, Madras (Tiruchirapalli- 
-Tamil Nadu)— Acetaldehyde —7000 tonnes; Acetic Acid— 
£5,000 tonnes:Acetic Anhydride ' 2200 tonnes: Ethyl Acetate 
—600 tonnes.—(NA) 

M/s Y. G. Potdan, Potdar Brothers. Noor Mah tl Road, 
Jhopal—(Itarsi-Madhya Pradesh)—Oxygen Gas—1,00 MCM; 
3/Acetylene Gas-0.20 MCM ; Nitrogen—0.50 MCM-(NU) 

Mr Keshava Das Mundra, 1-3/3 Diamond Harbour Rd, 
Talcuta-28—(Bangalore-Karnataka) - Oxygen Gas— LOO Million 
ubic metres; Dissolved Acetylene —0,20 million cubic metres 
-(NU) 

M/s Bombay Oxygen Gas Corpn. Ltd , 5, Convent Street, 
olaba, Bombay.—(Kurla/Kalvva-Maharashtra)Oxygen Gas- 
LOO million cubic metres-(SE? 

Mr Yogendra Singh C. Potdar, Noor Mahal Road, 
Ihopal.—(Madhya Pradesh)—Oxygen Gas—LOO mill, cub 
neters;Nitrogen — 0.50 mill cubic meters (NU) 

Mr M.K. Saraswat, Janta Building, Swatantra Path, Vasco- 
lagama Goa—(Vascodegama- GOA)—Oxygen Gas 1.0 Mill 
?ubic Meters; Dissolved Acentylenc Gas —0.20 Million cubic 
ncters—(NU), 

M/s C.J. George, C'henitbazhoor, Kanjiramnattam P.O. 
irnakulam Distt. Kerala.--(Kunjiramattom-Kerula) — Oxygen 
jas—1.00 mill cub. meters; Dissolved Acetylene Gas—0.20 
nill cubic metres; Nitrogen—0.50 -mill cubic metres- (NU) 

Mr Som Chand Kat : a, 7/4304 Keker Bazar, Bhatinda 
Punjab)—(Bhatinda-Punjab) Oxygen Gas—1.00 mill cub. 
ictres. Dissolved Acetylene Gas 0.20 mill cub. metres; 
Nitrogen—0.50 mill cub. metres—(NU) 

M/s Hindustan Oxygen Gas Co Ltd; Narayan Bhavan, 
Vaghela Marg, Khcmpur P.O Box 299, Ahmedabad. ■« 
Naroda-Gujurat) -Oxygen Gas —1.00 mill cub. metres; Dis- 
olved Acetylene Gas - 0.20 mill cub. metres; Argon --0.05 
nill cub metres—(SL) 

Mr A.R. Ghorpadi, 25A. ‘B* Mungalwar, Kolhapur (Maha- 
|4ashtra)—Hubli-Kamataka) Oxygen Gas 1.00 mill cub 
rheters —(NU) 

M/S A.V. Joshi & Sons, 28, Strand Road, Calcutta-1. 

;■'Aurangabad-Maharashlra) -Oxygen Gas -2.90 mill cub 
i "letres; Dissolved Acetylene Gas—0.40 mill cub metres- - 
: NU) 

M/s Poly Gas Ltd,, Mehta Chambers, M.G, Road, 
bhavnagar (Gujarat) (Bhavnagar-Gujurat) - Oxygen Gas— 
*00 mill cub metres (NU) 

* Mr Raisahib Krishanlal Johar, Managing Director, D.C. 
ohar &Sons (Pvt) Ltd.,Trichy Road, Coimbatore-(Vishanha- 
■ >atnam—Andhra Pradesh)—Oxygen Gas—-LOO mill cub 

-i|elres: Dissolved Acetylene Gas- 0.20 mill cub metres: 
j||ritrogen—0 50 mill cub metres - (NU) 

I Mr Rabindra Prasad Choudhry, Cartsarai Road, Upper 
Jazar, Ranchi -(Ranchi-Bihar)—Oxygen Gas—1.00 mill cub 
Metres Dissolved Acetylene Gas—0.20 mill cub metres—(NU) 

: M/s Indian Furniture Works (Exporters of Granite 3c 

i .jimber) Merchants, 7th Marine Road, Suirarmpuram 


Bangalore—(Bangalore-Karnataka)—Oxygen Gas—LOO mill 
cub metres; Dissolved Acetylene Gas—0.20 mill cub metres— 
(NU) 

M/s Shah Oxygen, 64, New Barden Lane, Bombay-3— 
Thana-Maharashtra)—Oxygen Gas—1.00 mill cub metres 
Nitrogen—0.50 mill cub metres—(NU) 

M/s Devidayal Rolling & Refineries (P) Ltd., Gupta Mills 
Estate, Reay Road, Bombay-10—(Thana-Maharashtra)— 
Oxygen Gas—l 00 mill cub metres: Dissolved Acetylene Gas— 
0.20 mill cub metres—(NU) 

Mr Sallan Kumar Jaswantrai ‘ Della Villc” Katras Road, 
Dhanbad, Bihar—H[Vishakhapatnam-Andhra Pradesh)—Oxgcn 
Gas—1.00 mill cub metres; Dissolved Acetylene Gas—0,20 
mill cub metres; Nitrogen- -0 50 mill cub metres—(NU) 

M/s Amar Steel Industries, G.T. Road, Khanna, Ludhiadna 
(Punjab)—(Khanna-Punjab) -Oxygen Gas—LOO mill cub 
metres—(NU) 

M/s Industrial Gases (Bihar) Ltd., P.O. Khijari, Via 
Namkum, Ranchi—(Ranchi Bihar)—Oxygen Gas—LOO mill 
cub metres Dissolved; Acetylene Gas -0.20 mill cub metres— 
(SE) 

Mrs. Vi ml a Devi Geonka, Madan Mahal, Akola, Maha¬ 
rashtra—(Akola-Maharashtra)—Oxygen Gas—1.00 mill cub 
metres; Dissolved Acetylene Gas—0.20 mill cub metres, 
Nitrogen—0.50 mill cub metres—(NU) 

Mr Prabhat Kiran, Lakshamanpur, P.O. Jamalpur, Distt. 
Monghyr (Bihar)—(Katihar-Bihar) -Oxygen Gas—1.00mill cub 
metres—(NU) 

Mr R.P. Datra, Mineral House, P.O, Jaipur Road, Distt. 
Cuttack, Orrisa—(Rmrkelu-Orissa)—Oxygen Gas—1.00 mill 
cub metres—(NU) 

Mr Ganesh Lai Aggarwal, Patnaikpura At P.O. Sambalpur 
Distt. Sambalpur-0rissa (Rourkela-Orissa)—Oxygen Gas - 
1.00; mill cub metres Dissolved Acetylene Gas—0.20 mill cub 
metres—(NU) 

M/s Madras Oxygen & Acetylene C o Ltd., 6, Saradainbal 
Street, Gokulam Colony, T. Nagar, Madras-17 (Ernakulam- 
Keral t) — Oxygen Gas | 0.268 Bye product*) —mill cub metres 
(NU) 

Mr Harsh V. Kejriwal, 12/1 Aiipore Park Road, Calcutta- 
27—(Bangalore-Karnataka)—Oxygen Gas —1.00 mil! cub 
metres; Dissolved Acetylene Gas 0.20 mill cm metres ~ 
(NU) 

Miss. C.A. Lakshami, Door No. 27-33-6/2. Gudavallivari 
Street, Governepet, Buckinghampet P.O. Vijayawada-2 — 
(Vishakhapatn im-Andhra Pradesh)-Oxygen Gas -L00 mill 
cub metre*; Dissolved Ace ylene Gas -0.20 mill, cub metres; 
Nitrogen—0.50 mill cubmetres— (NU) 

Mr R. Venkatesalu, Rannkrishna Nilayam, 1/8, Narana- 
puram, Coimbatore-18—(Avanashi-TamiLnadu)—Oxygen Gas— 
0.65 mill cub metres; Dissolved Acetylene Gas—0.25 mill cub 
metres—(NU) 

M/s Steel Complex Ltd., “Wisco Manor” Feroke Kerala— 
(Calicut-Kerala)—Oxygen Gas—1.00 mill cub metres -(NA) 

Mr Arun KumarKhemani, ShreeKunj, Kake Road, Ranchi, 
Bihar—(Ranchi-Bihar)—Oxygen Gas—LOO mill cub metres; 
Dissolved Acetylene Gas—0.20 mill cub metres; Nitrogen— 
0.50mil! cub metres—(NU) 

M/s Poornima Industrial Gases, Proprietors •‘Poornima" 
Theatres Pvt Ltd., 28, Basappa Road, Shantinagar, 
Bangalore-27~-( Bangalore-Karnataka)—Oxygen Gas—1.00 mill 
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cub metres; Dissolved Acetylene Gas—^0.20 mill cub metres; 
Nitrogen—0.50 mill cub metres—(NU) 

Mr Shiv Ratan Goenka, 6-Alipore Park Road, Calcutta-27 
—(Rourkela-Orissa)—Oxygen Gas—1.00 mill cub metres; 
Dissolved Acetylene Gas—0.20 mill cub metres; 'Nitrogen— 
0.50 mill cub metres: Argon—0.05 mill cub metres—(NU) 

Mr Gopal Jotumal Hingorani M/s Hingorani Enterprise 
(Pvt) Ltd., 3, Silvernest, Kings Circle Bombay-10—(Kalol, 
Distt. Panchmahal—Gujarat)—Oxygen Gas—1.00 mill cub 
metres—(NU) 

M/s The Southern Gas, Ltd, “Lovedale 4 * Church Landing 
Road, Cochin-16—(Shertalia-Kerala)-- Nitrogen—8.64 mill 
cub metres; Argon—0.15 mill cub metres—(NU) 

Mr V.L. Dutt 38, Mount Road, Madras-6—Dharampuri- 
Tamilnadu)—Oxygen Gas—2-00 mill cub metres—(NU) 

Mr M.D. Saraf Shrceram Bhavan, Ramdas Peth, Nagpur- 
10 (Nagpur-Maharashtra)—Oxygen Gas—1.00 mill cub 
metres—(NU) 

M/s Rathi Air Products Ltd.. 3-A, Vandhna.il. Tolstoy 
Marg, New Delhi-l-^Tarapur-Thana—Maharashtra)—Oxygen 
Gas—l.00 mill cub metres; Dissolved Acetylene Gas - 0.20 
mill cub metres—-(NU) 

M/s Anand Oxygen & lndl. Gases Pvt Ltd., 43 Kapur 
Mansion, Hughes Road, Bombay-5-—(Tarapur-Mahurushtra) -- 
Oxygen Gas.100 mill cub metres- (NU) 

* Miss C. Jaya Shree, C/o Sh. Ramkrishnu Advocate Peddi- 
bhotla, Vari Street, Govcrnorpet Buckinghampct, Po4, 
Vijayawada-2 • (Warangal-Tripuli-Andhra Pradesh)- 0\\gcn 
Gas LOO m il cub metres; Dissolved Acetylene Gas -0.20 
mill cub metres—(NU) 

M/s Gujarat Mini Steel Ltd., R. Jadav Chambers, Ashram 
Road, Ahmedabad-(Vatra-Ahmedabad-Gujarat)—Oxygen Gas 
—1.00 mill cub metres— (NA) 

M/sArvin Oxygen (P) Ltd., Moti Bhavan, Ni/ampura, 
Baroda-2—(Halol-Panchmahal-Gu)arat)—Oxygen Gas— 1.00 
mill cub metres; Dissolved Acetylene Gas—0.20 mill cub 
metres—(NU) 

M/s Telangana Spng. & Wvg, Mills Ltd., Narsapur Road, 
Balnagar, P.O. Hyderabad-37—(Sangareddy Distt. Mcdak- 
Andhra Pradesh)—Oxvgen Gas—1.0 mill cub metres; Dissolved 
Acetylene Gas—2.20mill cub metres—(NU) 

Mr Vimal Kumar Khemku, CM s B.J. Inds. Corpn. 
Gudiyari, Raipur- (Raipur-Madhya Pradesh) Oxygen Gas— 
1.00 mill cub metres; Dissolved Acetylene Gas- 0.20 mill cub 
metres—(NU) 

Mr J.P. Mazumdar, B-7, Archita Flats, Behind A.G. Teach¬ 
ers School Navrangpura—Ahmcdabad - (Vatva-Gujarat)- - 
Oxygen Gas—LOO mill cub metres; Dissolved Acetylene Gas— 
0.20 mill cub metres—Nitrogen—0.50 mill cub metres - (NU) 

Mrjayant P. Amin 11, Parishram Society, Baroda-7-- 
(Vanseti-Gujarat)—Dissolved Acetylene Gas- -0.40 mill cub 
metres: Oxygen Gas—2.90 mill cub metres; Nitrogen 
Gas— 1.40 mill cub metres; Argon—0.05 mill cub metres— 
(NU) 

Mr Shoorji Vallabhdas (P) Ltd., 4, Express Towers, Nari¬ 
man Point, Bombay-21—Oxygen Gas—L00 mill cub metres; 
Dissolved Acetylene Gas—0.20 mill cub metres—iNU) 

M/s Liquid Gas Co„ Gondal Road, Near S.T. Workshop, 
Post Box No. 250 Rajkot—(Rajkot-Gujarat)—Oxygen Gas—1.00 
mill cub metres—(SE) 

Mr G.L. Mangal, 11, Darul Muluk, 26, Harvey Road, 


Bombay-7—(Indore —Madhya pradesh)—Oxygen Gas— l .00 

mill cub metres—(NU 

Mr D. C. Bhidal, C/o Oriental Importers & Exporters, P.O. 
Box, 36 Sarafa. Gwalior (MP)--(Dcwas-Madhya Pradesh)— 
Oxygen Gas—1.00 Mill Cub Metres; Dissolved Acetylene Gas— 
0.20 Mill Cub Metres—(NU) 

M/s Project Automobiles Post Box No. 30 Great Eastern 
Road, Bhilai-MP—(Bhilai-Madhya Pradesh)—Oxygen Gas— 
1.00 Mill Cub Metres; Dissolved Acetylene Gas -0.20 Mill 
Cub Metres; Nitrogen—0.50 Mill Cub Metres—(NU) 

Mr B. A. Kulkarni, 74UGanpathy Peth, Sangli (Mahara¬ 
shtra)— (Sangli—Maharashtra)—Oxygen Gas -2.90 Mill Cub 
Mclres; DissoUed Acetylene Gas—2.90 Mill Cub Metres; Dis¬ 
solved Acetylene Gas—0.20 Mill cub Metres; 2,90Argon-4).05 
Mill Cub Metres-^NU) 

Mr B. B. Bhargava, Barofkhana Road, Gwalior-2—-(Guna- 
Madhya Pradesh)—Oxygen Gas—1.00 Mill Cub Metres; Dis¬ 
solved Acetylene Gas- -0.20 Mill Cub Metres: Nirtrogcn— 
0.50 Mill Cub Metres—(NU) 

Mr Jagdish P. Saraswat, 4, Synagogue Street, Calcutta-1 - 
(Vascod:gama-Goa) -Oxygen Gas—l.O') Mill Cub Metres!; 
Dissolved Acetylene Gas—0.20 Mill Cub Metres; Nitrogen— 
0.50 Mill Cub Metres; Argon—0.50 Mill Cub Metres—(NU) 

Mr V. Krishnamurthy, No. 37, Nandanam Colony Mad¬ 
ras-35— (Guindy-Tamilnadu) -Oxygen Gas—LOO Mill Cub 
Metres; Dissolved Acetylene Gas—0.20 Mill Cub Metres— 
(NU) 

Mr Durgadas, M/s A. C. Gases (P) Ltd., 5, Windsor Place, 
New Delhi—(Sangrur-Punjab)—Oxygen Gas - 1.00 Mill Cub 
Met r es -(NIJ) 

M/s Asiatic Oxygen Ltd., 8-Daihousie Square East, Cal- 
cuttu-2—(Madras-Tamilnadu) -Oxygen Gas —4.20 Mill Cub 
Metres: Dissolved Acetylene Gas 7/8 0.356 mill cub metres; 
Nitrogen 2.10 mill cub metres; Argon 0.164 mill cub metres— 
(SE) 

Mr Bankallaia N. Tody, MLA Sugar Mill Premises, Jaore, 
Ratlum -Ratlam-Madhya Pradesh)—Oxygen Gas—2.90 Mill 
Cub Metres; Dissolved Acetylene Gas-—6.40 mill cub metres; 
Argon—0.05 mill cub metres—(NU) 

Mr Chandra Kant Harishankar, 2-A, Makar Bhavan No. 
2 New Marine Lines. Bombay-20--(Bhilai-Madhya Pradesh)— 
Oxygen Gas- 4.00 Mill Cub Metres; Dissolved Acetylene 
Gas—0.20 mill cub metres—(NU) 

M's Vijalakshmi Minerals and Agencies, 2, l Cross Street, 
R. K. Nagar, Madras —(North Arcoiv-Taimlnadu) —Oxygen 
Gas—1.0() Mill Cub Metres; Dissolved Acetylene Gas—(L20 
mill cub metres —(NIJ) 

M/s Vikrant Engg. Corpn. 5-B, Gangamma Colony, Mad¬ 
ras-26— (Krishnagiri-Tamilnadu)—Oxygen Gas—2.90 Mill Cub 
Metres; Dissolved Acetylene Gas — 0.40 mill cud metres - 
(NU) 

M/s Asiatic Oxygen & Acetylene Co. Ltd., 8-Delhousie 
Square, East, Calcutta-!—(Barauni-Bihar)—Oxygen Gas--1-0 
Mill Cub Metres; Dissolved Acetylene Gas—6.20 mill cub 
metres—(NU) 

Major S. A. P. Rao (Retd) 447, Upper Palace Orchards. 
Bangalore-6 —(Bhadrawati-Kamataka)—Oxygen Gas —11.50 
Mill Cub Metres; Dissolved Acetylene Gas 0.83 mill cub met¬ 
res; Nitrogen—4.30 mill cub metres; Rare Gases—25,000 Lit- 
res—(NU) 

Mr Gian Chand, 6/28, Lai Kuan, Dclhi-6—(Bhatinda- 
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j Punjab)—Oxygen Gas—1.00 Mill Cub Metres; Dissolved Ace¬ 
tylene Gas—0.20 mill cub metres—(NU) 

} Mr Ashok Kumar Khandelwal, 54, Mall Road, P.O. Kamp- 
; tee. Distt. Nagpur, Maharashtra—(Bhopal-Madhya Pradesh)— 
I Oxygen Gas—2.90 mill cub metres; Dissolved Acetylene Gas— 
0.20 mill cub metres; Nitrogen—1.40; mill cub metres; 
Argon—0.05 mill cub metres—(NU) 

M/s Bombay Industrial Gas Processing Co., “Chattan” No. 
> 9 Allamount Road, Bombay-26—(Bombay-Maharashtra)—Oxy- 
"gen Gas—1.00 mill cub metres; Dissolved Acetylene Gas—0.20 

* mill cub metres ; Nitrogen—0.50 mill cub metres—(SE) 

j M/s Krishna Steel (Billets) Pvt. Ltd., 29-30 Vaswani Man¬ 
sion, 120, Dinshaw Vachha Road, Bombay-20—(Ka 1 we, 
u Thana-Maiiararlitra)—Oxygen Gas—1.00 mill cub metres— 
JNU) 

M s Trugas Corpn. G.P.O. Box No. 232, Baroda, Gujarat— 

' (Baroda-Gujarat) -Oxygen Gas—1.00 mill cub metres; Dissol- 
“ven Acetylene Gas—0.20 mill cub metres; Nitrogen—0.50 mill 
cub melrea --(NU) 

Mr Ravinder Kumar Jain 20!/A-i9, Chandigarh—(Dhan- 
k dari-l.udhiana Punjab)—Oxygen Gas-d.00 mill cub metres;— 
Argon—0.05 mill cub metres--(NU) 

* Mr J. S. Kshirsagar, C/o Bhagwan Machinery Co., Naya 
n Pool, Bhir, Maharashtra—(Aurangabad-Maharashtra)—Oxy¬ 
gen Gas^l.00 mill cub metres; Dissolved Acetylene Gas— 

h0.20 mill cub metres—(NU) 

Mr Rajendra Singh 4th Floor, Shrce Vijaya Bhavan, 2-B, 
n Altamouni Road, Bombay-26—(Himmat Nagar-Gujarat)—Oxy¬ 
gen Gas—1.00 mill <ub metres—(NU) 

; M/s Rajcsh Motors, 15-16, Cement Chawl, Madhavrao 
J Rokde Street, Bombay-9—(Tarapur, Thana-Maharashtra)— 

11 Oxygen Gas—1.00 mill cub metres—(NU) 

Mr Vijay Gupta, 561, G. T. Road, Delhi-Shahdara— 
*(Delhi)—Oxygen Gas--1.00 mill cub metres; Dissolved Acety¬ 
lene Gas -0.20 mill cub metres—(NU) 

MrS. C. Mahcshwari A/77, Nizamudin East, New Delhi-13 
—(Aligarh-Uttar Pradesh)—Oxygen Gas—1.00 mill cub metres; 
^Dissolved Acetylene Gas—0.20 mill cub metres; Nitrogen—0.50 
'mill cub metres - (NU) 

3 M/s Vishnu Industrial Enterprises Ltd., 11-Moti Bhavan, 
Kanpur—(Fai/abad-Uttar Pradesh)- Oxygen Gas—1.00 mill 
cub metres ~(NA) 

* Mr Hari Kumar, C/o M/s R. K. Sharma Flour Mills Indl, 
*Area, Aish Bagh, Lucknow—(Rai Bareli-Uttar Pradesh)—Oxy- 
jgen Gas—1.00 mill cub metres—(NU) 

* Sardar Balwant Singh, 114, Industrial Area, Chandigarh)— 

* Chandigarh Oxygen Gas --LOO mill cub metres—(NU) 

M/s Shrce Bhagwani Colton Mills Ltd., 59, Golf Links, 
*New Delhi-3—(Ludhiana-Punjab)—Oxygen Gas—1.00 mill 
Jcub metres--(NU) 

Mr P. C. Jhunjhunwala, Jaibhavan, Civil Lines, Rampur 
,(UP)—(Rampur-Uttar Pradesh)—Oxygen Gas—1.00 mill cub 
| metres—(NU) 

i M/s Bombay Oxygen Corpn. Ltd., 5, Convent Street, Co- 
ilaba, Bojnbay-1—(Mulund-Maharashtra)—^Oxygen Gas—2.90 
/mill cub metres; Nitrogen—1.40mill cub metres: Argon—0.05 
^.xnlll cub metres— (NU) 

I M/s Bombay Oxygen Corpn. Ltd., 5, Convent Street, Cola- 
ba, Bombay-l -(Khopoli-Colaba-Maharashtra)—Oxygen Gas— 
3.00 mill cub metres—(SE) 

Mr Mahendra Gupta, 16, Mathura Road, Jangpura B, 
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New Delhi-14—(Delhi)—Oxygen Gas—1.00 mHI cub metres; 
Dissolved Acetylene Gas—0.20 mill cub metres—(NU) 

M/s Meerut Oxygen Gas Mfg. Go., JUthani, Delhi Road, 
Meerut City—(Meerut-Uttar Pradesh)—Oxygeu Gas—LOO mill 
cub metres; Dissolved Acetylene Gas—0.20 mill cub metres— 
(NU) 

Mr Krishan Lai Pahwa, 80/89, Latouche Road, Kanpur— 
(Allahabad-Uttar Pradesh)—Oxygen Gas—1.00 mill cub metres; 
Nitrogen—0.50 mill cub metres—(NU) 

M/s Shashi Associates, 2, Park Road, Dehra Dun-(Uttar 
Pradesh)—Oxygen Gas—-1.00 mill cub metret; Dissolved Ace¬ 
tylene Gas—0.20 mill cub mettres—(NU) 

Mr Hari Krishan Agarwal. Gopal Nikcta, Kokamal Marg 
Baresi No. 2) Agra--(Agra-Uttar Pradesh)—Oxygen Gas— LOO 
mill cub metres; Dissolved Acetylene Gas—0.20 mill cub met¬ 
res; Nitrogen—0.50 mill cub metres—(NU) 

Mr Sajjan Kumar Gupta. L West Patel Nagar, New Delhi-8 
—(Delhi)-Oxygen Gas—LOO mill cub metres; Dissolved Ace¬ 
tylene Gas—0.20 mill cub metres; Nitrogen—0.50 mill cub 
metres—(NU) 

Mr Vishnu &Sons Kishori Niwas, Birhana Road, Kan¬ 
pur (UP)—(Kanpur-Uttar Pradesh)—Oxygen Gas -1.00 mill 
cub metres; Dissolved Acetylene Gas—0.20 mill cub metres: 
Nitrogen—0,50 mill cub metres—(NU) 

Mr Jagdish Saran, Jagdish Niwas, Court Road, Saharan- 
pur—(Saharanpur-Uttar Pradesh)—Oxygen Gas -1.00 mill cub 
metres—(NU) 

M/s Mohan Commercial Corporation, Kishori Niwas, Bir¬ 
hana Road, Kanpur—(Unnao-Uttar Pradesh) -Oxygen Gas— 
1.00 mill cub metres; Dissolved Acetylene Gas—0.20 mill cub 
metres; Nitrogen—0.50 mill cub metres—(NU) 

M/s Jagdish Chandra Chagganlal, 2-A, Ronaldsay Road, 
Khatau Bhavan, Alipore, Calcutta-27—(Lucknow-Uttar Pra¬ 
desh)—Oxygen Gas—1.00 mill cub metres: Dissolved Acetylene 
Gas—0.20 mill cub metres—(NU) 

M/s M. P. Silicate Works Ganesh Nagar, Bilaspur (MP)— 
(Unnao-Uttar Pradesh)—Oxygen Gas—1.00 mill cub metres; 
Dissolved Acetylene Gas—0.20 mill cub metres -(NU) 

Col. A. S. Anand, 11/4, Pusa Road, Delhi—(Delhi)—Oxy¬ 
gen Gas—1.00 mill cub metres—(NU) 

M/s Lockman Company, 13-A, Palit Street, Calcutta-19— 
(Bareilly-Uttar Pradesh)—Oxygen Gas 1.00 mill cub metres; 
Dissolved Acetylene Ga$—0.20 mill cub metres—(NU) 

M/s Eastern Oxygen & Acetylene Ltd., C/o M/s K. Worah 
& Co (P) Ltd., Jharia, Dhanbad Bihar—(Bhilai-Madhya Pra¬ 
desh)—Oxygen Gas—1.00 mill cub metres; Dissolved Acetylene 
Gas—0.20 mill cub metres—(NU) 

M/s Mysore Oxygen Sc Acetylene Co. (P) Ltd., 7lh Main 
Road, Srirampuram, Bangalore-21 —(Pondicherry) -Oxygen 
Gas—LOO mill cub metres; Dissolved Acetylene Gas—0.20 
mill cub metres - -(NU) 

MrBal Kishan Singhla Mehmoor Munzil, Shahi Samadhan, 
Patiala—(Patiala-Punjab)—Oxygen Gas—LOO mill cub metres; 
Dissolvrd Acetylene Gas- 0.20 mill cub metres—-(NU) 

Mr Prem Sagar, 1st Floor, Ganga Niwas 395, Chandni Chowk, 
Delhi-6—(Delhi)—Oxygen Gas—l 00 mill cub metres— (NU) 

M/s Maharashtra Silicate 165, Small Faetory Area, Near 
Bus Stand New Lakadganj, Nagpur—(Allahabad-Uttar Pradesh) 
—Oxygen Gas—1.00 mill cub metres; Dissolved Acetylene 
Gas—0.20 mill cub metres—(NU) 

Mr Krishna Mohan Gocl P-7, Mission Row Extn. Cal- 
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cutta-i—hansi-Uttar Pradesh)—Oxygen Gas—1.00 mill cub 
metres; Dissolved Acetylene Gas—0.20 mill cub metres -(NU) 

Dr Sampurnanand Dube, 6314, Naya Bans, Delhi-6—(Basti- 
Uttar Pradesh)—Oxygen Gas—1.00 mill cub metres—(NU) 

Sh. Manohar Lai Agarwal, Pahri Katra, Hoshiarpur (Pun* 
jab)—Oxygen Gas—1.00 mill cub metres; Dissolved Acetylene 
Gas—0.20; mill cub metres; Nitrogen—0.50 mill cub metres— 

(NU) 

M/s Durrung Steel Ltd,, 8, Municipal Road, Dehra Dun— 

g .oorkee-Uttar Pradesh)—Oxygen Gas—1.00 mill cub metres; 
ssolved Acetylene Gas—0.20 mill cub metres—(NU) 

M/s Rajisshi Industries Ltd., 4th Floor, Vandhna Tolstoy 
Marg, New Delhi-1—(Bilaspur-Madhya Pradesh)—Oxygen 
Gas— 1.00 mill cub metres; Dissolved Acetylene Gas—0.20 
mill cub metres—(NU) 

M/sMangal Steels Ltd., 7-A, Rajpura Road, Delhi-6—(Naya 
Nangal-Punjab)—Oxygen Gas—1.50 mill cub metres—(NU) 

Mr Subhash Chandra Agarwala, C/o M/s Radhakrishan 
Oils & Rice, Gauhati—(Burnihat-Meghalaya)—Oxvgcn Gas— 
1.00 mill cub metres; Dissolved Acetylene Gas—0.20 mill cub 
metres—(NU) 

M/s Kapoor Air Products Pvt. Ltd., 18/78, Punjabi Bagh, 
New Delhi—(Delhi)—Oxygen Gas—1.00 mill cub metres—(NU) 

M/s Exccll Industries Ltd., 184-87, S. V. Road. Jogeshwari 
Bombay-60—(Jogeshwari-Bombay-Maharashtra)—DBCP (Di- 
bro Mochloropane)—50 tonnes—(NA) 

Mr Ajay Mohan, ‘Paras’, 6th Floor, Little Gibbs Road, 
Bombay.6—(Andheri-Maharashtra)—Biaxially, Oriented Poly¬ 
propylene Films—8,00 tonnes—(NU) 

M 's M.M. Rubber Co (P) Ltd, 150-B, Mount Road. Bom¬ 
bay-2—(Ranipet, North Arcot—Tamil Nadu)—Biaxially. Orien¬ 
ted Polypropylene Films—8,00 tonnes—(NU) 

M/s Emcetc & Sons Pvt. Limited 30, Coral Merchant 
Street, Madras.—(Gujarat)—Biaxially, Oriented Polypropylene 
Films—8,00 tonnes—(NU) 

M/s Ratna Oxygen, C/o Rolta Inds. Pvt. Ltd, Rolta Nagar, 

Agra Bombay Road, Indere.—(Dewas-Madhya Pradesh)— 
Oxygen Gas—0.45 Mill Cub Metres*—(NU) 

M/s Allied Steels Ltd, 1-A, Alipura Avenue, C alcutta-27. 
(Raipur-Madhya Pradesh)—Oxygen Gas — 1.00 mill cub 
metres; Dissolved Acetylene Gas— 0.20 mill cub metres (NA) 

M/s Suresh Aggarwal, Bagbahara, Distt Raipur, Madhya 
Pradesh.—(Itarsi-Madhya Pradesh)—Oxygen Gas—1.00 mill 
cubic metres; Dissolved Acetylene Gas—0.20 mill cub metres 
—-(NA) 

Mr K.N. Mangaonkar, Pioneer Scrap Traders and I mpor¬ 
ters, 8-Saroj, 26, Senapati Bapat Marg, Dadar, Bombay-28 - 
(Ratnagiri-Maharashtra)—Oxygen Gas—1.00 mill cub metres 
-(NU) 

M/s Jodhpur Steel Ltd, 94-A, 1st Road, Sardarpnra, Jodh¬ 
pur—(Jodhpur-Rajasthan)—Oxygen Gas-0.45 mill cub metres 
-(NU) 

Mr Jai Parkash Agarwal, Jai Electronics, 10, Inustrial 
Estate, Raipur (MP)—(Raipur-Madya Pradesh)—Oxygen Gas 
1,00 mill cub metres; Dissolved Acetylene Gas-0.20 mill 
cub metres—(NU) 

M/s Industrial Gases and Chemicals Ltd, Parliament Street, 
53, Regal Buildings, New Delhi.—(Faridabad-Haryana)— 
Oxygen Gas-0.55 mill cub metres—(SE) 

M/s Bhagwati Oxygen Ltd, S-492-A, Greater Kailash, New 


Delhi-48—(Ballabhgarh-Haryana)—Oxygen Gas—0.28 mi 
cub metres; Dissolved Acetylene Gas—0.20 mill cub metre 
Nitrogen—0.50 mill cub metres—(NA) 

M/s Kaushik Brothers and Sons, 41, River View Roai 
Nengal Town Ship (Pb)—(Una-Himachal Pradesh)—Oxyge 
Gas—1.00 mill cub metres--(NU) 

M/s Indian Air Gases Ltd, Kishori Niwas, Birhana Roa< 
Kanpur.—(Patna-Bihar)—Oxygen Gas- l.00 mill cub metre 
Dissolved Acetylene Gas—0.20 mil) cub metres—(SE) 

Mr Kapoor Chand Singai, Bee-Narain Gate, Bharatpi 
Rajasthan.—(Bharatpur-Rajasthan) —Oxygen Gas—1.00 m 
cub metres—(NU) 

M/s Britain Goel, C-192, Defence Colony, New Delhi-3. 
(Gurgaon-Haryana) -Oxygen Gas -l.00 mill cub metrt 
Dissolved Acetylene Gas—0.20 mill cub metres; Nitrogen 
0.50 mill cub metres—(NU) 

Mr Arun Kumar Bindal, 1, Rama Park, Kishan Gui 
Delhi-7 (Jahalpur-Madhya Pradesh)—Oxygen Gas- 1.00m 
cub metres; Dissolved Acetylene Gas -0.20 mill cub metres 
(NU) 

M/s Saraf Trading Corpn. Saraf House. WillingcK 
Island, P. O. Box No 570 Cochin-3.—(Trichur-Kerala) 
Oxygen Gas— l.00 mill cub metres; Dissolved Acetylene G 
- 0.20 mill cub metres (NU) 

M/s B.B, Soans, Light House Hill Road, Hampankat 
Mangalore—(Mangalore-Karnataka)—Oxygen Gas—1.00 n 
cub metres; Dissolved Acetvlene Gas -0.20 milt cub metres 
(NU) 

M/s Sh. Arun Kumar Khemka, B-22, Greater Kaila 
New Delhi-40 -(Tunku-Andhru Pradesh)—Oxygen Gas —1. 
mill cub metres; Dissolved Acetylene Gas—0.20 mill c 
metres - (NU) 

Mr B. V. Dcsai, 270, Palace Upper Orchards Bangalore 
(Hospci. Raichur-Karnataka) -Oxygen Gas-1.00 mill c 
metres; Dissolved Acetylene Gas - 0.20 mill cub metres 
(NU) 

M s Raja Ram Salh & Sons, Morinda. P.opar, Punjab 
(Roper-Punjaby Oxygen Gas- LOO mill cub metres -(NU) 

Mr S. N. Bagla, 5-H, New Road, Alipoie-Calcutta 
(Vishakhapatnam-Andhra Pradesh)—Oxygen Gas—1.00 i 
cub metres; Dissolved Acetylene Gas—0.20 mill cub metr 
Nitrogen—-0.50 mill cub metres—(NU) 

Mr Baij Nath Aggarwal, P. R. Refining Industries A 
(Belangunj)— (Dholpur-Rajasthan)—Oxygen Gas—1.00 r 
cub metres; Nitrogen—0.50 mill cub metres —(NU) 

M/sAshok Kumar Jain, 497, Esplanade Road, Dclhi-t 
(Rohtak-Haryana) —Oxygen Gas— l.00 mill cub metres; I 
solved Acetylene Gas—0.20 mill cub metres—(Nli) 

M/s Kotc Steel Re-Rolling Mills (P) Ltd, 47-A. Im 
prastha Industrial Area. Kota-5-—(Ladpure Kota-Rajasiliar 
Oxygen Gas—1.00 mill cub metres; Dissolved Acetylene * 
0.20 mill cub metres -(NU) 

Drugs and Pharmaceuticals 

M/s Tamil Nadu Dadha Pharmaceuticals Ltd, 10,-Jeyp. 
nagar, Madras-86—(Chingleput-Tami l Nadu)— Bulk D. 
(i) Phenyl Butazone—50 tonnes (ii) Dexamethasonc--110 I 
(iii) Triamainalonc-40 Kgs. (iv) Betamethasone—20 Kgs 
Prednisolone—500 Kgs. Chemicals (i) Lactic Acid- 
tonnes. (ii) Calcium Lactate—60 tonnes.—(SE) 

M/s Organon (India) Ltd, 38, Chowringhee Road, < 
cutia-16—(West Bengal)—Dexatopic Cream— 3,000 Kgs. (w 
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n the over-all capacity already approved for similar prepara- 
ions— (NA) 

Textiles 

M/s Saraswati Woolen Mills Pvt. Ltd, Radha Orchards, 
\ O. Chiliya Naula, Ranikhet, Kumaun Hills, UP—(Ranikhet- 
Vlmora-Uttar Pradesh)—Shoddy Spindles—600 Nos.—(NU) 

M/s S.S.M. Finishing Centre, Post Box. No 90, ldappadi 
Load, Komarapalayam-83 Salem District.—(Komarapatayam 
iruchcngode-Salcm Tamil Nadu)—Bleaching -3,800 tonnes; 
4ercerising—3,800 tonnes; Dyeing—4,600 tonnes; Finishing 
-3,800 tonnes; Printing—64,00,000 Metres—(SE) 

Paper & Pulp 

Mr Vinod K. Nevatia, Director, Techno Paper India Ltd, 
hreeSadan, 165, Sion East, Bombay-22—(Broach-Gujarat)— 
Lraft & Corrugating Media—6,000 tonnes—(NU) 

M/s Ganga Paper Mills, P. B, No 11, Jagdalpur (Bastar)— 
Raipur-Madhya Pradesh)-Kraft Paper—3,000tonnes—(NU) 

M/s Shree Vindhya Paper Mills Ltd, Empire House, 3rd 
'loor, Dr D. N. Road, Bombay-1- -(Aurangabad-Maharshtra) 
Writing & Printing Paper —10,000 tonnes—(NLJ) 

M/s National Tobacco Co. of India Ltd. National Tobacco 
ildg. 1 & 2 Old Court House Corner-Calcutta-1-* (Kakinada- 
Vndhra Pradesh)—Writing $: Printing Wrapping & Packing 
aper—-10,000 tonnes. Pulp—10,000 tonnes— (NA) 

Mr S.V. Balasubramaniam, Ram Nivas, 8-B/57A, Alagesan 
oad, Coimbatore-18 — (Mettupalayam / Sathyamangalam 
oimbatore-Tamil Nadu)--Writing and Printing Paper—10,000 
Mines; Wrapping & Packing Paper—6,500 tonnes—(NU) 

M/s The Bangalore Re-Rolling Mills Pvt. Ltd, Kadugodi 
illage, Whitefield, Bangalore-48—(Krishnagiri-Dharamapuri 
amil Nadu)—Kraft Paper—6,000 tonnes—(NU) 

Mr Gautam Kanoria. The New City of Bombay Mfg. Co 
fd, 63, Tukaram Bhisaji Kadam Path, Bombay-33—(Kharag- 
lr/Midnapore West Bengal)—Wrapping & Packing Paper- 
000 tonnes—(NU) 

M/s M.S. Parke & Co 1183, Shivaji Nagar, Fcrgusson 
oUcge Road, Poona-5—(Khopali-Maharashtra)—Luggage 
;>ards and other speciality Boards such as Leather Boards etc 
tsed on rags—3,000 tonnes—(NU) 

Food Processing Industries 

M/s Raptakos & Co 47, Dr Annie Besant Road, Worli. 
jmbay—(Thana-Maharashtra)—Special infant milk food with 
i w (6 per cent) fat —1250 tonnes—(SE) 

| Mr M.K. Dclivala, C/o Vidarbha Iron ft Steel Corpn. 
&d, ‘Jchangir Building’ 133, M. T. Road, Bombay-1—(Thana- 
Taharashtra)—Dehydrated Fruits and Vegetable Products— 
0QQ‘tonnes—(NlJ) 

M/8 Pradeshiya Indl. & Investment Corpn. of Uttar Pra- 
:?sh Ltd, 8 Vivekanand Marg* Lucknow (UP)—(Bulandshahr- 
ttar Pradesh)--Starch ---21.000 tonnes; Liquid Glucose—3,000 
*nnes; Dextrose— 3.000 tonnes; Modified Starches—6,000 
•nnes— (NU) 

Rubber Goods 

M/s Aditya Mills Ltd, Madanganj-Kishangarh, (Rajasthan) 
ir(Alwar-Rajasthan)—Scooter Tyres ft Tubes—5,00,000 
Ambers each (N A) 

Ceramics 

Dr P.R. Gulati, House No 1030, Sector XV, Faridabad-Har- 
ma—(Alwar-Rajasthan)—Sanitary Wares—600 tonnes; Glazed 


Tiles—300 tonnes (above 4* x 4* size); H.T. Insulators—1000 
tonnes; China Ware ft Crockery—200 tonnes—(NU) 

Timber Products 

M/s Mikir Hills Saw ft Plywood Factory, P. O, Diphu, 
Distt, Mikir Hills, Assam.—-(Diphu-Assam)—Plywood of all 
types excluding teachcst plywood—24,00,000 Square Metres. 
-(NU) 

Changes in Names of Owners or Undertakings 

(Information pertains to particular licences only) 

From M/s Sardesai Brothers Pvt. Ltd. to M/s Gujchem 
Distillers India Ltd. 

From M/s Indian Petro-Chemicals Corpn. Ltd. to M/s 
Petrofils Co-operative Limited. 

From M/s Power Cables Pvt. Limited to M/s Apar Pvt. 
Limited. 

From M/s Blow Plast (P) Ltd. to M/s Blow Plast Limited. 

From Mr Madan Mohan, B-258, Greater Kailash-I, New 
Delhi-48, to M/s Integrated Finned Tubes (P) Ltd; New 
Delhi. 

From Mr Damodar Ralha, 49, Shivaji Housing Society, 
Poona-16, to M/s Clarestat (India) Pvt. Ltd; Bombay. 

From M/s Industrial Steels; Ludhiana, to M/s Ludhiana 
Steels (P) Ltd; Ludhiana. 

From M/s Roger Engg. Ltd. to M/s Roger Engineering 
(P) Ltd. 

From M/s Bokare Steel Ltd. to M/s Bharat Refractories 
Limited. 

Licences Revoked, Surrendered, Lapsed or 
Withdrawn 

(Information pertains to particular licences only) 

M/s Bokaro Steel Ltd.—Silica Bricks -(Surrendered). 

M/s Mahindra Owen Ltd; Pimpri—Slotted Angles.-- 
(Revoked). 

The Aluminium Corpn. of India Ltd; Calcutta-1-New 
Integrated Aluminium Plant -(Revoked). 

Letters of Intent Revoked, Surrendered, 
Lapsed or Cancelled 

(Information pertains to particular letters of intent only) 

M/s UP State Ind. Dev. Corpn. Ltd; Kanpur.-—Light 
Commercial Vehicles—(Lapsed) 

Shri Deepak V. Chauhan, Baroda—Fine Chinaware ft 
Electro-Technical Ceramics—(Lapsed) 

M/s Jayant H. Shah, Poona-16.—Carburettors—(With¬ 
drawn) 

Mr Shaukat Rai Malhotra, New Delhi.—Calcium Car¬ 
bide—(Lapsed) 

Lady Soono Jamsetjcc Jejeebhoy, Sett Minar, 16-A, Pedder 
Road, Bombay-26.—Fine Porcelain Crockery ft Electrical 
Porcelain & High Alumina Ceramics—(Cancelled) 

Mr I. John, Land End, 14th Floor, 29-D, Doongersoy 
Road, Malabar Hill, Bombay-6.—Steel Forgings—(Cancelled) 

M/s Bayer (India) Ltd; 82-Veer Nariman Road, Bombay— 
Toluene Di-Isocyanate—(Lapsed) 

M/s Tamil Nadu Industrial Development Corpn. Ltd: 
150-A, Mount Road, Madras. —Calcium Carbide—(Cancelled) 

M/s Modi Spinning ft Weaving Mills Co Ltd; Modinagar. 
—Cotton Swing Thread—(Cancelled) 
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renewal 

Following is the text of the 
broadcast made by Mrs Indira 
Gandhi on July I, 1975: 

I am going to speak to you 
today about some economic 
programmes which the govern¬ 
ment proposes to follow. Some 
of them are new. Others were 
set forth earlier but require to 
be pursued with greater vigour 
and determination. Please do 
not expect magic remedies and 
dramatic results. There is only 
one magic which can remove 
poverty and that is, hard work 
sustained by clear vision, iron 
will and the strictest discipline 
Each one of us in our place 
should determine to do more 
for our fellow citizens, not 
only for ourselves. There must 
be greater respect for state 
property. Its destruction will 
be visited by punitive fines. Wc 
also need to follow a far stric¬ 
ter code of austerity all around. 
Government has its duty to 
curb conspicuous consump¬ 
tion but citizens also have a 
responsibility. That is the only 
way to better the life of the 
nation. 

The campaign of law-break¬ 
ing, paralysing national acti¬ 
vity, and inciting our security 
forces to indiscipline and dis¬ 
obedience would have led to 
economic chaos and collapse 
and our country would have 
become vulnerable to fissipa* 


rous tendencies and external 
danger. With the fumes 
of hatred having cleared 
somewhat we can see our 
economic goals with greater 
clarity and urgency. The 
Emergency provides us a new 
opportunity to go ahead with 
our economic tasks. 

The first and foremost chal¬ 
lenge is on the price Front. 
In the last five days, the price* 
of many articles have show n a 
downward trend. This trend 
will have to be maintained. To 
this end, government will take 
a scries of steps to stimulate 
production, speed up-procure¬ 
ment and streamline the dis¬ 
tribution of essential commo¬ 
dities. Stay orders have 
prevented procurement of 
paddy in West Bengal and 
Orissa. 

Satisfactory Position 

Our outlook in regard to 
foreign exchange resources i-, 
reasonably satisfactory. There¬ 
fore, where necessary, imports 
will therefore be arranged so 
that supplies are sufficient. 
State governments have al¬ 
ready been asked to advise 
dealers to display lists of prices 
and statements of stocks. 
Hoarders and those who vio¬ 
late the rules will be severely 
punished. 

This anti-inflation strategy 
has to be continued, credit 
must be carefully regulated on 
a selective basis. Government 
departments and public enter¬ 
prises have new orders to 
cut out inessential expen¬ 
diture. 

The vast majority of our 
people live in the rural 
ureas. We must implement 


ceiling laws and distribute sur¬ 
plus land^among the landless 
with redoubled zeal. We want 
the help of the local people in 
completing land records. Spe¬ 
cial care will be taken to ensure 
that tribal people are not dep¬ 
rived of their land. 

The programme of provid¬ 
ing house sites in rural areas 
will be vastly expanded. Laws 
will be introduced to confer 
ownership rights on landless 
labourers who have been in 
occupation of house sites of 
their landlords over a certain 
period. Resort to evictions 
will be sternly dealt with. 

Bonded Labour 

The practice of bonded lab¬ 
our is barbarous and will be 
abolished. All contracts or 
other arrangements under 
which services of such bonded 
labour are new' secured will be 
declared illegal. 

Wc propose to take action 
by stages to liquidate rural in¬ 
debtedness. While new' sche¬ 
mes will be drawn up to devise 
alternative agencies to provide 
institutional credit to landless 
labourers, rural artisans and 
small and marginal farmers 
who own less than two hecta¬ 
res, there will be a moratorium 
on suits and execution of dec¬ 
rees for the recovery of debts 
from such groups. Debts from 
from cooperatives, commercial 
banks and governments will 
be excluded from this 
scheme. 

Agricultural labour is 
among the worst exploited 
sections of our society. A re¬ 
view of the existing legislation 
On minimum wages, for agri¬ 
cultural labour will be under¬ 
taken and action will be initia¬ 
ted for suitable enhancement 
of minimum wages, wherever 
necessary. 

We must go all out to in¬ 
crease production. Water and 
power hold the key to higher 
agricultural and industrial out¬ 
put. Steps are being taken 
to bring undei irrigation at 
least five million more hectares 
of land. Proven underground 


water-resources will be imme¬ 
diately harnessed and further 
surveys taken up for irrigation 
and for the provision of drink¬ 
ing water, especially in drou¬ 
ght-prone areas. 

The power position has 
somewhat improved. Action 
is being taken to generate a 
further 2600 megawatts. Ad¬ 
equate funds are being provid¬ 
ed to implement power pro¬ 
jects. For long-term needs, 
super-thermal stations under 
the central government are 
being planned. State electri¬ 
city boards are being stream¬ 
lined. 

The handloom industry is 
next only to agriculture in the 
number of people employed. 
Supplies of inputs will' be 
ensured to weavers at reason¬ 
able prices. A separate Deve¬ 
lopment Commissioner for 
Handlooms is being appoint¬ 
ed. The policy of reservation 
for handlooms is being ration¬ 
alised to give greater protec¬ 
tion to weavers. 

In the mill-sector.the con¬ 
trolled cloth scheme is being 
improved, so that dhotis, 
saris and cloth will be of bet¬ 
ter quality and are sold 
through a larger number of 
outlets in rural and urban 
areas. 

Urban Land Ceiling 

Fortunes have been made 
out of urban fand at the 
nation’s expense. Speculation 
in land and the concentration 
of urban property have led to 
glaring inequalities ands to a 
great deal of haphazard urban 
growth. Legislation is being 
initiated to impose ceilings 
on the ownership and posses¬ 
sion of vacant land, to ac¬ 
quire excess land, to restrict 
the plinth area of new dwel¬ 
ling units and to socialise 
urban and urbanisable 
land. 

Tax evasion is a crime 
A great deal of black money 
so evaded goes into luxury 
housing. Urban property is 
grossly undervalued. Special 
squads will be set up forth¬ 
with to take up property 
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if they pursue higher studies 
away from their homes. To 
help them, essential commo¬ 
dities will be supplied at con¬ 
trolled prices to all hostels 
and approved lodging houses. 

Another important measure 
in the educational field will 
be to ensure that text books 
and stationery are available 
at reasonable prices to all 
school, college and university 
students. Prices will be stric¬ 
tly controlled and book banks 
established. 

Employment Opportunities 

As one of the measures to 
increase employment oppor¬ 
tunities for educated young 
people, the Apprenticeship 
Act will be suitably amended 
so that managements in the 
organised sectors of our 
economy take a larger number 
of apprentices for a specified 
period. Special care will be 
taken to ensure a fair deal to 
scheduled castes and tribes, 
minorities and handicapped 
persons in the recuritment of 
apprentices. 

I have only brieflly out¬ 
lined various parts of the New 
Programme which will be 
taken up in the coming 
weeks. Other matters are being 
looked into and further 
measures will be announced 
from time to time. I have no 
doubt that together they will 
mske a difference to the 
country’s economic outlook. 
What is most urgent is that 
collectively We should shake 
off any sense of helplessness. 
The worst feature of the 
crisis which was building over 
the last few months was that 
it spread cynicism and sapped 
national self-confidence. 
There is a chance now to 
regain the nation’s spirit of 
adventure. Let us get on with 
the job. 
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valuation. Punishments will 
be stern. We are thinking of 
summary trials. 

Our campaign against 
smugglers will be intensified. 
It was thwarted by their 
release on technical points. In 
some cases they even got anti¬ 
cipatory bail. The properties 
of smugglers will be confis¬ 
cated whether held in their 
own name or benami. 

Licensing procedures have 
come in the way of new in¬ 
vestment, causiug delay. 
These will be simplified. The 
investment limit of those in¬ 
dustries which need no im¬ 
ports or governmental help, 
will be raised. 

At the same time 1 must 
point out, that licences are 
being misused. Import-export 
regulations are being amended. 
There will be speedy trials, 
and penalties for breaking 
rules will include the confis¬ 
cation of goods. 

Workers* Participation 

Schemes for workers’ parti¬ 
cipation in industries parti¬ 
cularly at the shop floor level 
and production programmes 
will be introduced. 

The movement of food- 
grains, coal, steel and cement 
by railways has improved in 
the last few months. Constr¬ 
aints on the movement of 
goods by trucks will also be 
removed. For this purpose, 
we are introducing a system 
of national permits. 

People with fixed incomes 
have suffered severe hardships 
in the last few years. They 
need immediate relief. The 
minimum exemption limit 
for income-tax will be raised 
from Rs 6,000 to Rs 8,000. 

Students from poor fami¬ 
lies face special difficulties 
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Hail the human spirit 

American democracy is celebrating its 200th anniversary now. Jt would be fair to 
characterize its 200-year-old existence and functioning as a grand achievement in 
the annals of human civilization and a grand adventure of the human spirit. Founded 
in the faith that man must seek his destiny in freedom, the American state has kept 
true to this conviction and commitment as it has coursed through the two centuries 
which have gone into the making of the modern world. Writing on a clean slate, as 
few other communities could do or have done, the American people have successfully 
abided both by the letter and the spirit of their Constitution which, at the moment of 
its birth 200 years ago, had underwritten the title of its citizens to liberty, equality and 
the pursuit of happiness. 

This, however, has not been an easy process. Thrice, at least there were traumatic 
challenges. Just as American democracy was completing the third quarter of the first 
century of its existence, there came the agonizing trial of the Civil War. The nation 
paid heavily in blood and tears and even more heavily in the anguish of brother's hand 
raised against brother. The ordeal, nevertheless, had its rich reward when Abraham 
Lincoln was able to declare that American democracy stood firm in its resolve to 
realize both as a philosophic ideal and state policy a government of the people, by the 
people, for the people. 

Another three quarters of a century later came the second great challenge to 
American democracy. The Great Depression and the virtual collapse of most of the 
economic and much of the social fabric of the American community posed in an unprece¬ 
dentedly threatening way the classic issue whether a democratic political system, ob¬ 
liged to function by the will of the people and in the light of public opinion, possessed 
enough resources in its institutions and processes to reassemble and reinvigoratc a 
people's shattered faith in the kind of economic system that had necessarily to go with 
a democratic political order. It was left to President Roosevelt to prove that this could 
be done by doing it himself and once again the American nation could tell itself 
confidently that a government of the people, by the people, for the people was the best 
possible government, certainly for themselves and equally certainly for other peoples 
around the world. 

In the last quarter of its second century, which belongs to the recent past, 
American democracy was again called to the proving ground to vindicate the faith 
of its Founding lathers that government in a free country could only be of the 
people, by the people, for the people, and that it cannot be made a convenience of 
by captains or kings The sophistry of the Kennedy presidency or the vulgarity of 
the Johnson White House no doubt did distract or distort it, but it proved to be 
beyond the power even of Nixon nightmare to destroy it. On the contrary, it was 
American democracy which destroyed so recently the corrupt men who would have 
corrupted it too. 

This is why the United States is not merely a rich and powerful country today, 
but also a great country in the seminal meaning of that adjective. The secret of this 
greatness lies squarely in the strength of that country's free institutions. The way the 
establishment was continuously, and at some point or other successfully, challenged 
by the forces of dissent, protest or sheer confrontation - whether it was the Vietnam 
war, racial discrimination at home or the debauching of the presidency by Nixon and 
his men, that happened to be at issue- not only purified American democracy and 
made it fit to enter the opportun ities of its third century with its head held high, but also 
spread around the world the hope that, wherever those who made laws for their country 
would respect those laws, wherever the courts remained true and independent in up¬ 
holding the Rule of Law, wherever the press functioned without fear or favour, in all 
those lands and clime* the people would be secure in their right to liberty, equality 
and pursuit of happiness. 

All this is not because the US Constitution, written 200 years ago, has been 
found to be word-perfect; rather, it is because the spirit of that Constitution, down 
the years, has been liberalized and amplified and drawn nearer all the time to the ever- 
enlarging concepts of Everyman's philosophical obligation and political necessity to 
be his brother's keeper. In this liberating and elevating process the free institutions of 
American democracy have played a role which the world has not ceased to marvel at 
and pride in which all of us may share by virtue of our common humanity. 

—Editor 



Climate for collaborations 


In her second broadcast to the nation on 
June 27, 1975. after the recent political 
developments in this country, Mrs Indira 
Gandhi stated that the government had 
no plans to nationalise industries or to 
impose any new controls. Not unex¬ 
pectedly a number of industries, particu¬ 
larly the pharmaceutical industry, heaved 
a sigh of relief. It was apparent that the 
government was keen not to take any 
steps as would jeopardise the expected 
inflow of foreign capital and technical 
know-how or would in any way soil its 
image abroad. I or some time past a vici¬ 
ous climate designed to hurt the interests 
of foreign Jirms was being created in 
this country by certain sections knowing 
f ully-well that the former had played a 
dynamic role in modernising our indus¬ 
trial units, expanding our productive 
capacity and generating employment op¬ 
portunities. In fact some of the foreign 
jirms had taken a piominent part in 
explaining to the investors abroad that 
splendid opportunities for investment 
were awaiting them in this country. 

It was Mr James J. C ollins, the vice- 
president and chief executive officer of 
the First National City Bank for South 
Asia and Mauritius, who said recently 
at Bombay that this country offered in¬ 
vestment opportunities in three we II- 
delincd areas, namely, advanced techno¬ 
logy, import substitution and export 
promotion. This view was based on a 
special study undertaken by the bank for 
the benefit of its American and European 
clients. Entitled as “Investment Guide 
to India" it explained in lucid terms on 
only the guidelines for industries and 
foreign investmcin and participation poli¬ 
cies but also the incentives provided for 
foreign investors, procedures for foreign 
investors, taxation and company laws. 
Discussing the incentives, it said that 
“most of the companies setting up new 
units hardly pay any taxes anywhere 
from two to live years, in addition, the 
effective rate of taxation for companies 
works out much lower than stipulated 
rates due Ad* these incentives". Sure¬ 


ly* the bank made an objective and 
depth analysis of the tax burden in con¬ 
junction with incentives and came to a 
healthy conclusion. 

It recommended the vast market of 
this country as a sufficient incentive for 
the foreign firms to invest either on their 
own or in collaboration with Indian 
companies. Some of the world's largest 
corporations, it stated, had been doing 
business in this country for years with 
profit. Collaborations between foreign 
firms and Indian partners had also proved 
rewarding. Referring to a Reserve Bank 
study, it stated that lndo-US collabora¬ 
tions had witnessed a growth rate in 
assets of six per cent a year between 1966 
and 1971, During the same period, the 
gross return on capital employed had in¬ 
creased from nine per cent to 12 per cent 
per annum. 

Regarding manpower, the guide had 
lauded the highly qualified personnel 
available for manning responsible posi¬ 
tions. It said: “The country has an ex¬ 
tremely high level of managerial talent— 
possibly the best in Asia. It has also the 
largest pool of scientific and technological 
personnel in addition to unskilled, semi¬ 
skilled and skilled labour". This was 
indeed a heartening testimony from a 
bank which had extended its operations 
si/eably in this country in the past few 
years and which had been instrumental 
in bringing a number of new entre¬ 
preneurs to this country through its 
Management Consultation Division. 

The second survey on foreign collabo¬ 
ration conducted recently by the Reserve 
Bank of India covered the decade 1960-61 
to J 970-71 and threw up certain interest¬ 
ing details regarding the role of foreign 
partners in providing both capital and 
technical know-how. The foreign equity 
participation rose from Rs 143 crores in 
1960-61 to Rs 306 crores in 1970-71. 
Not all the growth in investment 
was real as part of it got inflated 
alter 1966 due to the devaluation of the 
rupee. A part of it was also to the con¬ 


version of royalty and technical fees 
into equity. However, the remittances 
due to royalties, dividends, technical 
fees, salaries of foreign technicians and 
foreign consultants* fees came to Rs 
350 crores for the decade or Rs 35 crores 
a year on the average. 

There was little reason to be alarmed 
at this rate of outflow because the benefits 
to our country in terms of increase in 
production, exports, material conserva¬ 
tion and direct import substitution was 
not of a mean order. An interesting exer¬ 
cise in this regard w ; as undertaken re¬ 
cently by the ministry of Industry and 
Civil Supplies. Mr Mantosh Sondhi, 
secretary of this ministry, who was awar¬ 
ded the Sir Walter Puckey Prize at Banga¬ 
lore on June 21. 1975, by the Indian Coun¬ 
cil of the Institution of Production En¬ 
gineers, stated in his address entitled 
'Problems of Industrial Grown* and Pro¬ 
duction in India': “A recent study of the 
foreign collaborations submitted during 
the last 12 months i> quite rc\caling. 
In those cases where foieign collabora¬ 
tions had been permitted during this 
period, the total foreign exchange outgo 
through lump sum, royalty payments and 
by way of repatriation of dividends works 
out to Rs 5.X crores per annupi on a peal 
production of Rs 400 crores. There¬ 
after, there would be gradual decline in 
the outgo of foreign exchange till the ex¬ 
piry of these collaboration agreements. 
The benefit accruing to the economy w ill 
be by way of an additional export gene¬ 
ration at the peak production of about 
Rs 30 crores, material conservation of 
about Rs 12 crores per annum and direct 
import substitution of about Rs 200 
crores per annum." These figures arc 
too revealing to need any elaboration. 

Surely excessive reliance on foreign 
technology was not in the long-term inte¬ 
rests of the country and collaborations in 
only those areas should be allowed where¬ 
in the country was deficient. There was 
also the problem of providing sufficient- 
incentives to our own scientists and tech¬ 
nologists. The large number of labora¬ 
tories and research institutions in our 
country had engaged themselves in many 
research schemes not many of which 
could be commercially exploited. The 
fault lay both with the research orgatiisa- 
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lions and the industry which had failed 
to set up rapport between themselves. 
In this connection, the observations made 
by Mr Sondhi at Bangalore were highly 
pertinent. Said Mr Sondhi: “We should 
also take steps to curb the indiscriminate 
craze for the import of foreign technology. 
At the same time, we should recognise 
that the more we restrict foreign colla¬ 
boration the greater is the strength of 
those who are dominant in a particular 
field because they have had their rounds 
of collaborations and, as such, they are 
the ones with whom there is better accu¬ 
mulation of expertise and knowledge 
which enables them to build up their 
capability for horizontal and vertical ex¬ 
pansion on their own. Thus, if wc have 
to spread the entrepreneurial base, selec¬ 
tive foreign collaboration becomes neces¬ 
sary." 

There was no doubt that some serious 
lapses had taken place in the past while 
allowing foreign collaborations, and this 
related mostly to the manufacture of 
aerated beverages, cosmetics, perfumes, 
footwear and a few other areas. How¬ 
ever. it could not be argued that because 


of these mistakes in the past, a total ban 
on foreign collaboration should be im¬ 
posed. As stated by Mr Sondhi, the go¬ 
vernment had evolved a strategy in this 
regard which involved horizontal transfer 
of technology, strengthening research 
and development (R& D) in the country 
so as to encourage increased self-reliance 
and urging the National Research De¬ 
velopment Corporation — a public sector 
undertaking — to canalise the know-how 
of national laboratories and to inspire 
confidence by participating in the risk 
capital. Even an R&D levy on the in¬ 
dustry was contemplated. 

Thus, the debate on foreign collabora¬ 
tions had luckily come to a virtual end. 
While the government had realised the 
harmful effects of an over-restrictive po¬ 
licy, enlightened collaborators had also 
seen the immense possibilities which our 
economy offered. The RBJ surveys should 
certainly be conducted periodically to 
measure the financial impact of these 
collaborations on the economy but it 
was clear that their findings so far had not 
proved that the collaborations were a 
drag on the cconorm. 


Raising mineral output 


With the economies of the advanced 
nations yet to stabilise fully after the 
upsets of the last two years and the pace 
of our own economic growth in the recent 
past being not npto expectations due to 
acute financial and other constraints— 
most of them beyond reasonable control 
of the government—it is likely that the 
fairly ambitious targets of the current 
five-year Plan in regard to mineral pro¬ 
duction as well as those tentatively 
envisaged for the sixth Plan period may 
prove to be on the high side. But there 
can be no denying the fact that the output 
of various minerals will have to be step¬ 
ped up considerably to meet even the 
somewhat reduced requirements, both of 
domestic industries and exports. In the 
case of some ores, particularly iron and 
managanese ores, the requirements, of 
course, may not dwindle very significant¬ 
ly, With the reopening of the Suez 
canal recently, we, indeed, can tap in a 


much better way than has been the case 
in the last nine years, during which the 
Suez canal had remained closed, the west 
European markets for these two ores. 

From another point of view also the 
development of our mineral resources is 
of vital importance. This is the provi¬ 
sion of employment in the countryside, 
particularly in the backward areas where 
mining is the only sector, besides agri¬ 
culture, which can be developed expedi¬ 
tiously. Like agriculture, at the present 
stage of our development, mining is 
labour intensive. 

All this calls for concerted efforts at 
the development of our minerals industry 
in a coordinated and well-thought out 
manner at quite a fast rate. Although, 
as the union minister for Steel and Mines, 
Mr Chandrajit v adav, did not agree, at 
the last week's annual meeting of the 
Federation of Indian Mineral Industries, 


with the Federation’s president, Mr S. K. 
Sarawagi, that except in the case of iron 
ore, whose exports are planned to be 
raised from 25 million tonnes currently 
to nearly 35 million tonnes by the end of 
1978-79, it may not be possible to have 
a long-term perspective of development, 
say for 10 to 15 years, due to the many 
imponderables involved., a realistic 
medium-term perspective—tillthe end of 
the current decade--surely can be vigo¬ 
rously followed. It can be updated an¬ 
nually in the light of experience gained 
and ultimately turned into a roll-on pro¬ 
gramme. 

In this roll-on programme, and even 
otherwise as the minister has himself 
pointed out, there is enough scope for 
both the public and private sectors in the 
minerals industry. No dogmatic con¬ 
siderations, therefore, ought to be 
allowed in enlisting the ’ cooperation 
of the private sector which has consider¬ 
able expertise in mining. What is needed 
is a pragmatic approach to the issue. 

One of the major constraints on a 
rapid development of our mineral re¬ 
sources is that the Industrial Policy 
Resolution of 1956 pre-empts in a special 
schedule large chunks of areas containing 
several kinds of metallic ores for exploi¬ 
tation by the public sector. The areas 
include not only deposits which can be 
exploited by mechanical operations but 
also small reserves that can be worked 
economically only by manual labour. 
Presumably, the former areas, containing 
large deposits were pre-empted for the 
central public sector undertakings and 
the latter for the state government enter¬ 
prises. The past experience is an indi¬ 
cation that the exploitation of the smaller 
reserves has not been adequate primarily 
because of the tight financial resources 
of the stale governments. If these reserves 
can be thrown open for exploitation by the 
private sector, the production of minerals, 
surely, can be stepped up a great deal in 
a short span of time. In the case of some 
base metals, private entrepreneurs have 
already been allowed to exploit small 
reserves. The policy can be liberalised in 
respect of the other minerals too. 

The liberalisation, if it is to be really 
meaningful, however, has to he for a 
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reasonable period of time, say eight to 
ten years, during which investments made 
can be recovered with moderate return. 
In the absence of such an assurance, it 
will be difficult to induce private invest¬ 
ment on a large scale. There is, thus, an 
urgent need for laying down clear-cut 
guidelines for the state taking over, in 
national interest, any working mine. 

Mr Yadav has cautioned that if the 
exploitation of resources by private 
entrepreneurs is not judicious and syste- 
matic—as, he said, Was the case with 
some mines at present—the government 
might be obliged to take over the 
haphazardly operated mines. It, indeed, 
should be a matter of concern for every 
body that some mines arc being exploited 
injudiciously. This has to be obviated. 
But simultaneously it will be only proper 
to find out the reasons for the injudicious 
exploitation of mines, lest Mr Yadav's 
caution should have effect just the con¬ 
trary to what is intended. 

The two major reasons for injudicious 
exploitation of some mines—in some 
cases, it, of course, may be due to the 
whims of some unscrupulous persons— 
arc (1) the feeling of uncertainty among 
mine-owners about their future role in 
the industry, especially after the inordi¬ 
nate delays in the renewal of some 
mining leases in the recent past, and (ii) 
the pricing and labour polices of the 
government. It is common knowledge 
that till the nationalisation of the coal 
industry, the increases in the wage bills 
of colliery-owners, caused by govern¬ 
mental action, and the mounting produc¬ 
tion costs of this industry even other¬ 
wise were not being fully taken into 
consideration while allowing increases in 
the prices of coal. No doubt, the prices 
of most minerals are not controlled. 
But surely wage tribunals and state 
governments have to take into considera¬ 
tion the prevailing prices of minerals 
while stepping up wages and royalty 
rates. 

It is, however, encouraging to note 
that Mr Yadav has promised to expedi¬ 
tiously streamline the process governing 
mining leases. He revealed that the Iron 
Ore Board had been instructed to prepare 
a set of guidelines for the renewal of 


mining leases in the private setor. Similar 
guidelines, he thought, could be drawn 
up in respect of other minerals. If 
necessary, he assured, “a completely new 
machinery” could be set up to expedite 
these decisions and evolve a satisfactory 
procedure to avoid future delays in the 
grant of renewal of leases. He as well 
conceded the demand that the applica¬ 


nt monetary authorities have to exa¬ 
mine carefully the impact of credit con¬ 
trols in pursuance of credit planning as 
different opinions have been expressed 
by the managements of even efficient 
industrial units about the efficacy of 
adopting norms for maintaining inven¬ 
tories by the rule of thumb method. 
Since there is no longer great anxiety to 
stock raw materials and components and 
even an attempt is being made to use high- 
priced imported items in order to reduce 
interest charges, and maintain inventories 
in a healthy state, no serious harm will 
be done if credit limits are liberalised 
and the tendency to accept deposits and 
unsecured loans from the public discou¬ 
raged. Also what is preciselv the objective 
of credit planning? 

The immediate approach of the 
Reserve Bank would appear to be to apply 
the screw even indiscriminately and in¬ 
duce some measure of discipline in the 
borrowers. The restricted availability of 
bank finance, when there were rising 
prices, led to an unhealthy ways and 
means position and the imposition of 
severe margins on larger advances 
“necessitated” suspension of payments 
against purchases from trade, cultivators 
and other sources. Even the accep¬ 
tance of deposits and unsecured loans to 
the full extent permitted by the govern¬ 
ment's regulations was not helpful in 
mitigating fully hardships arising out of a 
net inadequacy of resources. The offshoot 
of the Reserve Bank’s exercises in the past 
one year and more has been the mad drive 
for mobilising deposits and unsecured 
loans and delayed payments against 
sundry bills. 

There has of course been more selec¬ 


tions for grant or renewal of leases onee 
recommended by the state governments 
need not be referred to the National 
Mineral Development Corporation 
(NMDC) and the Manganese Ore (I) 
Limited. In regard to infrastructural 
facilities too, Mr Yadav has agreed to 
do what is possible within the resources 
available. 


tivc acquisition of raw materials and 
components and inventories have tended 
to decline. This process however has been 
greatly facilitated by the sharp decline in 
prices in world markets for raw materials 
and manufactured goods and also the 
slowing down of the rate of inflation with¬ 
in the country. However, th? monetary 
authorities have not been quick to detect 
the significance of the changing situation 
and effect appropriate adjustments. An 
analysis of the details relating to the 
growth in advances in the last busy season 
(1974-75) shows that even the govern¬ 
ment has not been in a hurry to transfer 
accumulated stocks of imported food- 
grains and fertilisers from its account to 
the banking system and derive corres¬ 
ponding credit from the Food Corpora¬ 
tion, the state governments or ot her 
agencies. Except for some adjustment in 
respect of food credit which resulted in 
an unusual increase in the 1974-75 busy 
season, there is no evidence of any big 
rise in advances against ferti I isers or non- 
ferrous metals. 

The Reserve Bank probably thought 
that any bigger transfer of funds to the 
government from the banking system 
during the busy season will result in an 
exaggerated rise in aggregate credit and 
also increase in borrowing against re¬ 
finance facility. This might give rise to 
the impression that credit planning has 
not been effective or has been partially ad¬ 
ministered. In view of the slow progress 
of rice procurement in thes ix months 
ending April 1975, and large despatches 
from buffer stocks, the big rise of Rs 305 
crores against Rs 187 crores in procure¬ 
ment credit in the 1974-75 busy season 
compared to 1973-74, should have 
been only on account of imported food- 
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grains. As a result of these operations 
the uncovered deficit for 1974-75 might 
have been reduced by the government by 
over Rs 150 crores. Even if there had 
been no adjustment, no harm would have 
arisen as imported foodgrains had been 
paid for with foreign exchange and the 
government had resorted to deficit financ¬ 
ing only for finding the required rupees. 
The ad hoc securities created in the pro¬ 
cess would get automatically extinguished 
once the imported foodgrains were sold 
and rupees realised from the public. 
These adjustments cannot of course be 
carried out if imported foodgrains are 
retained as part of buffer stocks or there 
is a continuing increase in these stocks 
for some time due to continuing imports 
and procurement as happened until June 
20, 1975. 

Out of the increase in aggregate gross 
credit, including borrowing under the bill 
market scheme ofRs 1007 crores against 
Rs 1384 crores in 1973-74, food credit 
accounted for Rs 305 crores against Rs 
J 87 crores, as stated above. There was thus 
an increase in non-food credit by only 
Rs 702 crores against Rs 1197 crores. The 
reduced growth in advances was on ac¬ 
count of engineering industries which took 
only Rs 114 crores as compared to Rs 149 
crores and chemicals Rs 60 crores against 
Rs 76 crores. The expansion of credit 
under the latter head would have been 
even less pronounced if fertilisers had 
not accounted lor Rs 35 crores against 
Rs 23 crores. Unclassified industries got 
only Rs 67 crores against Rs 369 crores 
and the trading agencies including public 
sector agencies only Rs 92 crores against 
Rs 179 crores. There was of course a 
bigger increase in advances to the agri¬ 
cultural sector of Rs 81 crores against 
Rs 31 crores, steel Rs 82 crores against 
Rs 57 crores and [sugar Rs 119 crores 
against Rs 102 crores. 

The higher level of stock of fertilisers 
must have been only on account of indi¬ 
genous producers as it was roughly esti¬ 
mated that imported stocks had a value 
of over Rs 250 crores. The excess stocks 
of non-ferrous metals also were believed 
to have a value of over Rs 75 crores. 
Obviously, the adjustments in respect of 
fertilisers and non-ferrous metals are 
being carried out only after the end of the 


busy season and the government may be 
deriving credit for the transfers to the 
agencies as and when the stocks are sold 
to consumers. It is of course not clear 
why advances against sugar increased 
by only Rs 17 crores as compared to the 
level of the previous busy season as there 
had been an addition of over eight lakh 
tonnes to the stocks held by sugar factories 
at the end of April. These additional 
stocks should have easily a value of Rs 
160 crores if not more and bank credit 
should have been available for at least 
Rs 150 crores. It is not therefore sur¬ 
prising that sugar mills have been obliged 
to defer payments against cane purchases 
and default also in respect of payments 
against Cess and Purchase Tax especially 
when profit margins had been seriously 
affected by the delay in revising the prices 
for levy sugar and the downward trend in 
open market prices for free-sale sugar. 

With the banking system experiencing 
less keen demand for funds from its cons¬ 
tituents it has to be examined how credit 
planning has affected individual borrowers 
and in what manner new additions to re¬ 
sources can be productively employed. 
The lending institutions can adopt a more 
helpful attitude as the objective must be 
to have a complete grip on the financing 
of inventories of raw materials and finish¬ 
ed goods and not compel borrowers to 
have access to a multiplicity of sources 


Owing in a variety of causes it is not always 
possible for shareholders of joint stock companies 
to attend in pen oil all the meetings of the 
company it for the matter of that even some im¬ 
portant meetings. The law provides an alternative 
between voting in person or voting by proxy. 
Many a time unwary shareholders are induced to 
sign general proxies in favour of their attorneys 
entitling them to exercise all the rights of the share¬ 
holders at general meetings of the company. Some¬ 
times the attorney is empowered to delegate his 
functions to a third party. Once a general 
proxy is signed, the shareholder tends to lose his 
interest in the affairs of the company. Issues aris- 


for raising funds which are unavailable 
from the banking system. The scheduled 
commercial banks will be in a position to 
even wipe out completely their borrow¬ 
ings from the central banking institution 
as in the four months ending October 1975 
their deposits will increase by over Rs 500 
crores, and advances also may register a 
net decline with a reduction in stocks of 
foodgrains. 

There may of course be some contra- 
seasonal demand for funds due to 
an increase in production with an im¬ 
provement in the power situation. But 
the expansion of credit on this account 
may not be sizable. Even allowing for 
liberal support to the new loans of the 
central and state governments and bonds 
of public bodies there will be a surplus 
to be invested. The opportunity should 
therefore be utilised for carrying out a 
more meaningful dialogue with borrowers 
and reduce if need be lending rates. In 
that event credit planning can result in a 
judicious allocation of available resources 
and rigorous administration of well con¬ 
ceived terms may not have a hurting 
effect. The larger question of augmenting 
owned funds of joint stock companies for 
meeting new situations and eliminating 
unhealthy features has of course to be 
tackled differently as it involves major 
concepts in respect of fiscal policies and 
corporate finance planning. 


ing at a future date cannot he anticipated in even 
case and on certain occasions the interests of thi* 
shareholder and his attorney may conflict in whi«.h 
case a shareholder's vote may be used again ni 
his best interests, tt is true that a general pro\> 
is revocable, but the onus of revocation always 
lies on the shareholder. It is, therefore, suite to 
execute a specialproxy only. A correspondent com¬ 
plains that recently the European Managing 
Agency Houses of Calcutta have been act holy can¬ 
vassing for general proxies from shareholders of 
companies under their management. We endorse 
his warning that aL best shareholder n ay sign 
special proxies. 


£dltezn Economist 30 lfea.r* -Q<jo 

JULY 20, 1975 


EASTERN ECONOMIST 


117 


JULY 18, 1975 




Capital's Corridors 

R. C. Ummat 

Synthetic drugs • Textile problems * Cashew 
and marine products' exports * Trade balance 


The approval by the union government, 
a few days ago, of the second phase ex¬ 
pansion of the Hyderabad synthetic drugs 
plant one of the three constituents of 
the Indian Drugs and Pharmaceuticals 
Limited (1DPL)—indicates that the action 
on the Hathi Committee’s report, which 
was submitted early this year, is not being 
unduly delayed. Involving an expenditure 
of Rs 21.79 crores, including about Rs 
4.5 crores in foreign exchange, the expan¬ 
sion programme will not only raise the 
plant’s capacity to 3.386.5 tonnes of bulk 
drugs manufactured from basic stages but 
also diversify its production pattern to 
include nine new drugs. Originally de¬ 
signed and set up in the early sixties to 
produce 16 bulk drugs in 25 forms to a 
capacity of 851 tonnes, the plant will 
shortly have, under the first phase expan¬ 
sion plan which was launched in 1970, 
capacity to turn out 1988.5 tonnes of 20 
bulk drugs in 29 forms. Nearly 85 per 
cent of the 1970 expansion programme is 
said to have been implemented already. 
Last year, the output of the project ag¬ 
gregated to 1,280 tonnes. It is expected 
to go up to 1.625 tonnes during the cur¬ 
rent financial year. The first phase ex¬ 
pansion involves a capital investment of 
Rs 4.78 crores. 

new drugs added 

The new drugs to be added to the pro¬ 
duct-mix of the plant are (i) allopurinol 
(two tonnes capacity): (ii) thiaceiazone 
(five tonnes); (iii) diallyl barbitone (10 
tonnes); (iv) secobarbitone (10 tonnes); 
(v) sulphadinethoxine (30 tonnes); (vi) 
sulphaphenazole (50 tonnes); (vii) vita¬ 
min B-6 (50 tonnes); (viii) nitrofurantoin 
(10 tonnes); and (ix) nitrofurazone (one 
tonne). The four new drugs being added 
to the product-mix under the first phase 
expansion are (i) paracetamol (85 tonnes); 
(ii) PAS and its salts (150 tonnes); (in) 
sulpbacetamide phthalyl (10 tonnes); 
and (iv) sulphamcthazole (five tonnes). 
The original product pattern was as fol¬ 
lows: (i) amidophyrine (40 tonnes); (ii) 
(ii) analgin (10 tonnes); (iii) phenacetin 
(100 tonnes); (iv) piperazine adipate, 
(v) piperazine citrate,(vi) piprazine hyd¬ 
rate, (vii) piperazine phosphate (total ppi- 


razine 50 tonnes); (viii) diethyl carbama- 
zine citrate (30 tonnes); (ix) isoniazid 
(20tonnes); (x) acctazolamide (25 tonnes); 
(xi) phenobarbitone, (xii) phenobarbi- 
tone sodium (total phenobarbinone 10 
tonnes); (xiii) sulpbacetamide. (xiv) 
sulphacetamide sodium— (total sulpha- 
cetamide 50 tonnes); sulphadinidine. (xvi) 
sulphadinidinc sodium (total sulphadini¬ 
dine 280 tonnes); (xvii) sulphaguanidine 
(130 tonnes): (xviii) sulphanilumide (50 
tonnes); (xix) folic acid (one tonne); 
(xx) nicotinamide (20 tonnes); (xxi) thia¬ 
mine Hcl, (xxii) thiamine mononitrate, 
(xxiii) thiamine prophl disulphide (total 
thiamine 30 tonnes); (xxiv) riboflavine, 
(xxv) riboflavine phosphate sodium (total 
riboflavine 5 tonnes). 

raising the capacity 

The capacities for the production of 
analgin, phenacetin, acctazolamide, 
phenobarbitone, sulphadinidine, sul¬ 
phaguanidine, sulphanilamide. folic acid, 
thiamine and riboflavine were augmented 
under the first phase expansion to 160, 
350. 25, 15, 500, 250, 150, 3.5, 60 and 15 
tonnes, respectively. Besides adding nine 
new bulk drugs, the second phase expan¬ 
sion envisages raising of the capacities 
to produce analgin, phenacetin, pipera¬ 
zine, PAS and its salts, phenobrabitone, 
sulphacetamide, sulphadinidine, sulpha- 
methizole, folic acid, thiamine and ribo¬ 
flavine to 400, 400, 115, 400, 30, 80, 1000 
12, 7,5, 120 and 24 tonnes, respec¬ 
tively. 

A very significant fact about the addi¬ 
tional nine bulk drugs proposed to be 
manufactured at the Hyderabad plant 
is that the technical know-how for seven 
drugs has been developed by the research 
and development wing of the plant itself. 
The technology for another (vitamin 
B-6) has also been secured from indegi- 
nous sources - from the National Chemi¬ 
cal Laboratory, Poona. The manufacture 
of only one drug is to be based on im¬ 
ported technology. The research and 
development effort of the Hyderabad pro¬ 
ject, thus, has been by no means small if 
note is taken of the fact that commercial 


production of the original product-mix 
started only in 1968-69. 

With the steady increase in production, 
the profitability of the project has im¬ 
proved a great deal. It made a net pro¬ 
fit of Rs 30.86 lakhs in 1972-73 — the 
fourth year of going into commericial 
production. The net profit increased to 
Rs 98.04 lakhs in 1973-74 and is expected 
to be as much as Rs 4.09 crores last year. 
The plant is said to have been able to 
absorb to u very significant extent the rise 
in the prices of raw materials, services, 
wages and other inputs during the la9i 
three years. 

The profitability of the project should 
improve further with the implementation 
of the second phase expansion which will 
raise its turnover to nearly Rs 77.70 crores 
by 1978-79 from Rs 21.77 crores at pre¬ 
sent. Another factor that will enhance its 
profitability, along with that of another 
IDPL unit — the Rishikesh antibiotics 
plant — is the permission proposed to be 
granted to it and the Rishikesh unit to 
market by 1978-79, 60 per cent of bulk 
pioduction in the form of formulations. 
Currently, this percentage is around 50 
per cent. 

* * 

The union minister for Commerce, 
Prof. D.P. Chattopadhyaya, last week 
indicated, at a meeting of the consulta¬ 
tive committee of Parliament attached to 
his ministry, that the main features of the 
new textile policy, which would be fina¬ 
lised in the next few days, would be 
(i) increase in the output of controlled 
cloth, (ii) reduction in the varieties of 
cloth produced in the country, and 
(iii) measures to improve the profitability 
of the industry. 

The minister conceded that the quality 
of controlled cloth till lately had left 
much to be desired. He, however, assured 
the committee that the position was fast 
improving as a result of the new speci¬ 
fications for this type of cloth which were 
introduced in March last. Currently the 
industry, said Prof. Chattopadhyaya, was 
required to produce annually 800 million 
sq. meters of controlled cloth. Thought 
was being bestowed on raising this quan¬ 
tity significantly inthe interest of making 
available cheap cloth for mass consump¬ 
tion. It was also proposed to enlarge the 
range of varieties of controlled cloth 
after ascertaining demand. 

As regards reduction in the total cloth 
varieties — at present nearly 1046 — Prof 
Chattopadhyaya disclosed that a commit¬ 
tee under the chairmanship of the Tcx- 
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tile Commissioner was looking into the 
matter, its report would be available by 
the end of this year. In view of the vari¬ 
ous varieties of cotton grown in the coun¬ 
try, a wide range of cloth grades, he 
opined, could not be avoided. However, 
pending the availability of the above 
committee's report, it had been decided 
that where textile manufacturers produc¬ 
ed more than one variety for every 100 
loom operated by them, they should be 
asked to reduce the varieties by 10 per 
cent immediately and further upto 25 per 
cent within next two years. 

On the basis of Reserve Bank studies, 
the minister conceded that the textile in¬ 
dustry was less profitable than the other 
industries. This was partly due to the fact 
that this industry was under a heavy bur¬ 
den of Rs 80/100 crores per annum on 
account of the obligation to produce 
controlled cloth and partly owing to such 
factors as inadequate modernisation. Prof 
Chaltopadhyaya pointed out that lack of 
internal resources as well as diversion of 
profits to other industries had resulted in 
. inadequate investment in the textile in¬ 
dustry over the past 25 years. The situa¬ 
tion, therefore, had to be changed. 

cash subsidy 

Referring to textile exports, the minis¬ 
ter revealed that they had been delinked 
from the scheme of controlled cloth. To 
reverse the downtrend in exports, it had 
also been decided to give five per cent 
cash subsidy as compensation for the un- 
refundablc taxes such as octroi and sales 
tax. Since the prices of Indian cottons 
were higher than the world prices, the 
government, ProfChattopadhyaya added, 
was further considering to increase cash 
assistance. 

An increase in the output of controlled 
cloth, the minister felt, would require 
strengthening as well enlarging of the 
distribution channels. It was proposed to 
bring into the picture state cooperatives 
and also private channels, particularly in 
the rural areas. They, of course, would 
have to function within the sales dis¬ 
cipline to be prescribed. 


Three other subjects also came up for 
discussion at the above meeting. These 
were exports of cashew nuts and marine 
products and imports of non-ferrous 
metals, particularly copper. The commi¬ 
ttee was informed that exports of cashew 
nuts had suffered a temporary setback as 
the USA had withdrawn from the market. 
The situation, however, was expected to 
improve soon. Not only the interest of 
the US buyers had revived to some 
extent in the recent weeks but also the 


USSR had shown inclination to buy some 
additional tonnage over and above that 
stipulated in this year's protocol. 

Several measures, it was revealed, had 
been initiated to raise the domestic pro¬ 
duction of cashew nuts. These included 
the stipulation for processors to export 
25 per cent more than the allotments of 
the imported cashews to them, ensuring 
of reasonable price to domestic producers 
and encouraging of cashew cultivation on 
plantation scale. A meeting is proposed 
to be held soon in Bangalore to review 
the cashew development programme. 

fall in exports 

As regards marine products. Prof 
Chattopadhvava agreed that there had 
been a fall both in the quantity and the 
value of these exports last year. The situa¬ 
tion on this from too, however, had im¬ 
proved in April and May when exports 
totalled to 11.123 tonnes, valued at Rs 
13.83 crores. as against only 8.426 ton¬ 
nes, worth Rs 1! 31 crores, in the corres¬ 
ponding period last year. 

It was also disclosed to the committee 
that an agreement had been reached with 
the US administration under which the 
Indian certificates about quality would 
normall) be accepted by the USA. The 
exports of marine products last year had 
been alfected considerably as some con¬ 
signments had been rejected by the US. 
Food and Diuss Administration. 

The minister, however, revealed that a 
new difficult) had arisen in regard to ex¬ 
ports of marine products. It was the re¬ 
luctance on the part of insurance com¬ 
panies to insure these exports. They 
considered it a tiude risk and not an in¬ 
surance risk. 

A significant step that would be taken 
soon to step up exports of marine pro¬ 
ducts, the minister disclosed, was the 
entrusting of the administration of the 
trawler development fund to the shipping 
development fund authorities. A^schcmc 


analogous to the shipping development 
fund was being drawn up for the dis¬ 
bursement of assistance under the trawler 
development fund. The minister urged 
that too much should not be made of the 
large houses entering the fishing business 
as hardly 20 per cent of the fishing poten¬ 
tial of the Indian waters was presently 
being exploited. 

Regarding imports of non-fervous 
metals, it was revealed that the stocks 
with the MMTC currently were of the 
order of Rs 85 crores, only about Rs 15 
crores more than the normal. It was ex¬ 
pected that the excess stocks would dis¬ 
appear very soon. The committee was in¬ 
formed that there was no question of ab¬ 
rogating the long-term supply contracts 
with producers who had supplied non-fer¬ 
rous metals at. rates much below the 
prices last year. Some shipments, of 
course, were being staggered in view' of 
the accumulated stocks. 

* * 

Notwithstanding the recessionary ten¬ 
dencies in the developed countries, our 
exports during the first two months of 
the current financial year have registered 
a significant increase over the figure for 
the corresponding period last year. Goods 
worth Rs 495.58 crores were exported 
during April and May this year, as against 
Rs 389.62 crores in these two months 
last year. Exports in May this year aggre¬ 
gated to Rs 251.62 crores, as against 
213.66 crores in May. 1974. 

Imports during April and May this 
year totalled to R^» 600.73 crores. They 
were of the order to Rs 630.84 crores in 
these two months last year. Imports in 
May this year around Rs 296.83 crores 
were lower by Rs 4.07 crores than the im¬ 
ports in May last year (Rs 300.90 crores). 

The balance of trade during the above 
two months this year, thus, was adverse 
to the extent of only Rs 105.15 crores, as 
against Rs 241.22 crores during the cor¬ 
responding period last year. 
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Dr B. Ramachandra Rao 


POINT OF VIEW 


Working capital strain 

in business operations 


Whenever there is shortage of funds for 
current operations in a business or in¬ 
dustrial concern, it may betbe cumulative 
result of many factors, but a study of 
the major factors responsible for such a 
situation would be very much helpfu\ 
so that steps may be taken for a free flow 
of current funds to continue the operating 
cycle. When proposals are submitted 
asking for working capital funds, bankers 
also make a study of the reasons which 
justify the need for current funds for 
operations. If the current assets are more 
than the current liabilities and if the excess 
as net working capital is financed by 
equity and long term resources, normally, 
the business will not have any difficulty 
for funds to meet the current obligations 
as and when they arise from short term 
creditors. But this may not be always 
true as the real situation depends upon the 
quality and composition of the current 
assets and current liabilities. Merely be¬ 
cause the current assets are more than 
the current liabilities, it does not mean 
that a concern is having a comfortable and 
liquid position, it may have an acute 
problem for funds to run the day to day 
affairs. Where the current liabilities are 
more than the current assets, tightness for 
funds will arise as the short term funds 
could have gone out as external diversion 
or could have gone to finance the fixed 
assets within the business itself. 

current assets 

Before analysing the major reasons 
which cause the current strain on the busi¬ 
ness operations in the pipeline, it is neces¬ 
sary to know the items that compose the 
current assets and current liabilities as 
these are mainly responsible to create 
need for funds. The current liabilities 
always support the current assets by 
financing on short term basis. That is 
why as a short term financing agent, the 
current liabilities will be constantly 
putting up claims against current 
realisations. So long as the realisations 
are fast, 1 he claims are met instantly 
enabling the business concern 10 get 
fresh credit for continuing the business 
cycle without interruption. But when 
flow of funds becomes slow or gets stuck 


up and if the current creditors do not 
wait, the current strain starts pinching. 
If the creditors are delayed, further cre¬ 
dits may not be forthcoming and it will 
affect the purchases and production 
immediately causing a fall in sales and 
consequently fall in cash flows. 

The main components of current assets 
are cash, inventory, receivables and mar¬ 
ketable securities. These are all consi¬ 
dered to be liquid assets. While cash is 
the most liquid asset, the others are con¬ 
sidered as good as cash as they are held 
ultimately for conversion into cash. The 
funds required to hold the current assets 
arc known as working capital. While it 
is good to finance the current assets hv 
current liabilities, the margin money 
should always come from owner's equity 
representing h is stake in the current assets. 
If all the components of current assets 
are fast moving in the pipeline oj current 
cycle to come to the starting point of cash, 
no business concern could feel any current 
strain, as in such a situation, funds will 
be constantly available to meet all 
current expenses. 

liabilities 

Current liabilities consist of short term 
borrowings from banks and others either 
on secured basis against current assets 
or on clean basis. They also include 
trade creditors. There are certain provi¬ 
sions having the nature of current liabili¬ 
ties sudi as provision for outstanding ex¬ 
penses, taxation, dividend, bonus etc and 
funds provided to meet these liabilities 
will be continuing in the current assets 
and when these liabilities are paid off, 
the volume of current assets is likely to 
shrink causing fall in working capital 
resources. 

if the current liabilities are to be settled 
at shorter intervals as in the case of trade 
creditors or borrowings from indigenous 
bankers or money lenders and unless there 
are chances of renewing these credits on 
a continual basis there will be frequent 
bottlenecks in the smooth running of the 
operating cycle. However in the case 
of short term borrowings from the banks 


in the form of working capital finance for 
inventory and sales, as they arc usual for 
a period of one year and as the repayment 
is linked to the disposal of stock or to the 
buyers against bills, borrowers are very 
much facilitated to carry on their current 
operations. 

The situation of current strain basically 
depends on the blend and quality of 
current assets and liabilities. Inventory 
is the main thing in a business concern 
and on its sale only income-bearing funds 
will flow back into the business. If in¬ 
come portion is withdrawn, only the 
original funds will be circulating and 
expansion in scale or volume will be 
difficult to achieve. 

role of inventory 

It is said that inventory is the graveyard 
of a business concern where dead-wood 
would accumulate. If the stocks held do 
not move and cannot be sold, the funds 
sunk in them cannot be got back and if 
the position continues, there would be 
shortage of current funds for further 
operations. Even if the remaining funds 
are used for further production or acquisi¬ 
tion of the same type of goods, if they 
cannot be sold due to lack of demand, new 
substitutes, price-rise, competition etc, 
the business will suffer a serious set-back 
and may collapse. Current strain arising 
out of holding of unsaleable stock on a 
large-scale is very serious to be overlooked 
as a casual thing. Similarly holding of 
stock on a large .scale which can be sold 
only over a longer period is also not a 
wise step to be taken as turnover of stock 
will be quite slow in such a situation caus¬ 
ing current strain on the funds for continu¬ 
ing the operations. 

The Tandon Committee has found out 
the special circumstances which are res¬ 
ponsible for inventory build-up and they 
can be cited as under: 

(a) Bunched receipts of raw materials; 

(b) Power cut, strikes and other un¬ 
avoidable interruptions in the pro¬ 
cess of production; 

(c) Transport bottlenecks; 

(d) Accumulations of finished goods 
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due to non-availability of shipp¬ 
ing space for exports or other dis¬ 
ruptions in sales; 

(e) Build-up of stocks of finished goods 
such as machinery, due to failure 
on the part of purchasers—for 
whom these were specifically manu¬ 
factured to take delivery; and 

(f) Necessity to cover full require¬ 
ments of raw materials for specific 
export contracts of short duration. 

Due to any one of the above reasons, 
stock could pile up resulting in lock-up 
of current funds for quite some time. 
But apart from the genuine reasons 
cited above, some businessmen hold excess 
inventory for reasons of stock profit or 
conservative policy or inefficient manage¬ 
ment. In all these cases, they will have to 
suffer for want of funds to meet the current 
obligations. A shrewd businessman will 
operate with minimum stock which is 
of a fast moving type so that at all times 
his position will be liquid enough to pay 
the current claims which will create confi¬ 
dence in the creditors to continue the 
short term help on a continuous basis. 
Now the Tandon Committee has set 
norms for 10 industries for holding raw 
materials and finished goods as guidelines 
for the banks to finance the inventory as 
per the norms. This will avoid excess 
credit and also excess build-up of 
inventory. 

excessive spares 

Sonic concerns are suffering for want 
of funds mainly because of holding large 
percentage of stores and spares which may 
take several years for using them up 
completely. Suth accumulations arc quite 
unwarranted. In one ease it has been 
found that out ol the total inventory of 
Rs 90.00 lakhs, stores and spares alone 
accounted for about Rs 40.00 lakhs 
which consisted of about Rs 23.00 lakhs 
imported spares which could be utilised 
only over a period ol* about 10 years. 
So many spares were imported because the 
foreign manufacturers said that they are 
not likely to manufacture them in future 
and they dumped all their surplus on this 
concern which purchased it for fear of 
not getting them in future. As this part 
of the inventory is not moving, as it ; s 
dead-holding, the concern is in a serious 
situation of current strain. Other similar 
industries also do not need them and 
hence olf-loading these spares is an 
impossibility. They are now neither current 
assets nor fixed assets. Banks also will 
not be able to accept them as cover for 
their overdraft continuously. If excess 
funds are deployed, stores and spares 
may become dead-stock and nothing 
can be disposed of to others even at 


throw-away prices, the current funds 
will be depleted to the extent of the 
loss. 

It is clear from the above account that 
if inventory and stores arc properly 
planned and held, the pinch of current 
strain can be easily mitigated or even 
averted. A constant watch over the break¬ 
up of inventory into its component parts 
will pay rich dividends in keeping the 
quality and quantity of inventory to signify 
an instant liquidity position. 

question of receivables 

Another component in the current 
assets, which may cause great strain on 
the working resources is the receivables. 
When a concern deals with only one 
product and supplies it only to one buyer, 
if the latter is unable to pay for the supplies 
within the agreed lime, the^upplier will 
be put to great haidship, as there is no 
return-flow from the •sales. In such an 
eventuality further production to the same 
buyer will only uggrevate the strain to 
the supplier as il would only increase the 
quantum of receivables without any sales 
revenue. This situation has recently arisen 
in the case of insulator industry. The 
buyers of the insulators arc only the 
electricity boards, i he suppliers give 
90days’ time for the supplies to the boards, 
but as most of the electricity boards are 
in the red in the country, payments arc 
not easily forthcoming. With the result 
there are no funds tor the suppliers to 
carry on their day to day operations as 
all current funds arc Mink in the jupplies 
made to the electricity boards. The 
suppliers have discounted their supply 
bills with their bankers but. the bankers 
are pressing for reimbursement as the 
bills have become overdue. So depending 
on one product and one buyer can cause 
current strain at any time and most 
unexpectedly also. 

Similarly even it there is a product- 
mix and there arc many buyers, if the 
selection of buyers is not well nvide, there 
could be more defaulters causing once 
again a current strain in the cycle of 
operations. Therefore it is not merely 
the volume of receivables that is impor¬ 
tant, but the locus should be on the quality 
of debts and method of credit-rating. 
Where large sales arc on cash basis and 
if debtors arc settling promptly their 
dues, the current strain will not be felt 
by the going concern. Added to this, 
if the creditors give a long time for repay¬ 
ment and if they arc not of a pressing type, 
there would he always a comfortable 
liquid position and if there is any tempo¬ 
rary current surplus, it could be invested 
profitably in marketable securities to 
earn something on funds which would 


otherwise remain idle within the 
concern. 

Just as the current strain depends upon 
the various ingredients of current assets, 
the degree of its impact also depends, 
on the composition of current liabilities. 

If the current creditors reduce their period 
of credit or if they press for early settle¬ 
ment, current funds will be reduced 
correspondingly. If there is no liquidity 
position, the strain will be severe to meet 
the current creditors. Similarly when the 
current provisions are to be paid, the 
strain is likely to be felt as the payments 
are to be made from current realisations. 

It is felt that if a concern is having a 
liquidity position, having a good excess 
of current assets over the current liabili¬ 
ties. it is not likely to have any current 
strain. But this rs an erroneous conclu¬ 
sion and is not always true. Because 
even if current ratio is fairly high, if the 
instant conversion of the current assets 
into ready cash is not possible and if the 
creditors arc of a pressing type, there is 
no use having a high quantitative ratio 
when qualitatively the assets arc not easily 
realisable as in the case of unsaleable 
stock or defaulting type of debtors. 

Immediate diagnosis 

Whenever there is current strain it 
has to be immediately diagnosed on the 
basis of red signals which manifest in the 
operations. The cause must be gone into 
by making a thorough study of the compo¬ 
nents of current assets and current liabili¬ 
ties. It stock is not moving fast, and if 
there is excess inventory buiid-up, correc¬ 
tive steps must, be taken to sell the stock 
or biing down the level of stock. If the 
receivables have become sticky, effective 
recovery steps must, be taken to reduce 
the debtors and to increase the collections. 

Sometimes it happens that short term 
funds have gone to finance the fixed assets 
and this creates cur;ent strain. This 
imbalance in the pattern of financing has 
to be set right by raising long-term funds 
on the cover of fixed assets 'so that the 
current strain can be wdped out. Similarly 
if current funds arc diverted outside, when 
funds are badly required within there 
will be difficulty for running the business. 
Lxtcrnal diversion could be for invest¬ 
ment outside, advances to others or 
allied concerns or could be drawings from 
the business or for various other purposes 
depleting the volume of current resources 
in the business. The situation can only 
improve if the external diversion is stop¬ 
ped and efforts are put in to cause a return 
flow of diverted funds. 

If the current strain is allowed to coiui- 
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nue in any business or industry the conse¬ 
quences could be disastrous. In such a 
situation, ability to meet the current 
demands will deteriorate, short-term cre¬ 
dits will not be forthcoming, production 


will be affected, sales volume will fall, 
cash flow will dwindle, income may dis¬ 
appear and the whole enterprise may go 
red over a period. It is only a concern 
which manages its assets and liabilities 


in a planned and projected way on the 
basis of cash budgets and cash flow 
cstitmates to cover the short-term as well 
as he long-term situations that can sus- 
taina current strain against all constraints* 


Problem of manpower adjustment in 


Manohar L. Bhatia 


developing countries 


India and some other developing count¬ 
ries have begun to experience the impact 
of technological change. Displacement of 
workers, curtailment of existing jobs, and 
creation of new jobs arc only a few of the 
economic and social consequences of 
technological change. With the increasing 
pace of technological progress, these 
consequences arc likely to assume greater 
proportions in time to come unless miti¬ 
gated by a dynamic and far sighted man¬ 
power policy— a policy that would facili¬ 
tate the adjustment of manpower to tech¬ 
nological change*. The developing na¬ 
tions could profit from the experience of 
the western countries and avoid or at 
least minimize the unwanted consequences 
by harnessing the forces of industrial 
change into desired channels through pers¬ 
pective planning. 

manpower policy 

Jn a developing and mixed economy with 
both public and private seciors operating, 
as for instance our economy, it is not only 
the manpower policy of the government 
but also the manpower policy of the pri¬ 
vate enterprise that can play an important 
role in facilitating the adjustment to 
technological change. An adequate ad¬ 
justment programme, it is needless to 
assert, will go a long way in meeting the 
demands of the situation. An adequate 
adjustment programme, as far as possi¬ 
ble, should satisfy the following basic 
requirements: 

(1) the persons displaced as a conse¬ 
quence of technological change should be 
offered either substantially equal alter¬ 
native jobs or the necessary education and 
training for obtaining such jobs; 

(2; they should be guaranteed ade¬ 
quate financial security while search- 


*The unpleasant consequences of technological 
change are likely to lie felt, in covert or overt 
ways, notwithstanding the pious declarations of 
the governments of these countries to avoid such 
consequences. In India, the Model Agrcment 
adopted at the J 5th session of the Indian Labour 
Conference (IW) which is meant to regulate the 
introduction of rationalization in industries is 
one such example in this context. 


ing fur alternative jobs or while they are 
in training; 

(3) they should be given sufficient finan¬ 
cial assistance to permit them to relocate 
their families in case it becomes neces¬ 
sary; and 

(4) they should be protected against 
forfeiture of their earned security result¬ 
ing from job displacement c.g., vacation, 
retirement benefits, etc. 

detailed study 

In the context of technological change, 
one of the objectives of manpower plann¬ 
ing is to obviate the need for sudden and 
substantial lay-offs and ease the impacL 
on those who must be displaced. The 
problem could be tackled both ul the 
‘plant’ and the ‘industry’ level. If an em¬ 
ployer wishes to introduce a change in 
his plant, it would be better if the change 
is preceded by a detailed and comprehen¬ 
sive study of the attrition ratios, the 
age structure of the work force and the 
projection of manpower requirements 
over a sufficiently long period of time. 
This attempt would enable the manage¬ 
ment to integrate the hiring and lay-off 
policies, avoiding at the same time the 
need for sudden and severe lay-offs or 
labour force cuts. 

Another facet of perspective planning 
at the plant level would be some kind of a 
warning system and this would be parti¬ 
cularly useful in the cases where even¬ 
tual lay-off may be unavoidable due to 
one or the other reason. In view of the 
fact that laid off employees need time to 
explore alternative job opportunities, 
the need for an early warning system 
which would alert the employees to the 
possibility of inevitability of luture job 
changes has to be emphasised. In this 
direction, the employees’ organisations 
could insist on suitable provisions being 
inserted or included in the collective bar¬ 
gaining agreements under which the em¬ 
ployers would be required to give advance 
notice to the employees who would be 
affected. But this idea is difficult to 
put into practice, as is evident 


from the experience of the west. 
Managements, more often than not, 
show reluctance to enter into 
formal agreements binding them to serve 
advance notice. The reasons for their 
reluctance are not far to seek. Manage¬ 
ments are apprehensive that an advance 
notice could cause a serious decline in 
workers’ productivity. They may also 
fear that their competitive position could 
be endangered, and further that the em¬ 
ployees may seek alternative jobs before 
the change is actually effected. 

Premature job changing, undoubtedly, 
is a problem but it can be checked, to a 
great extent, by linking it with certain 
benefits. For instance, severance pay to 
which an employee might be entitled 
could be forfeited totally or partially in 
case he left the job before job change 
was actually due. Similarly, employees’ 
morale and efficiency can also be main¬ 
tained if the managements combine ad¬ 
vance notice with assistance to affected 
workers seeking new jobs. 

periodic reviews 

While initiative for giving advance 
notice regarding planned technological 
changes to be introduced in the plant must 
rest with the individual employers, the 
need for disseminating information 
about general technological developments 
throughout an industry or region has also 
to be emphasised. The general sharing 
of information within an area or industry 
would alert the employers, unions, and 
the employees alike to the possibility and 
timing of changes. It is not difficult to 
devise some suitable arrangement or 
machinery for achieving this purpose. For 
example, periodic conferences between 
government agencies, employers’ organi¬ 
sations and the unions could be held to 
assess and review the state of technology 
in various industries. Timely information 
would assist the parties concerned to 
prepare for impending changes. 

The value to employees of advance 
notice of technological change can be 
greatly enhanced if it is accompanied by 
assistance in finding alternative jobs or 


EASTERN ECONOMIST 


122 


JULY 18,1973 



securing additional training or education. 
Employees may be given either time off 
with pay to look for other jobs for finan¬ 
cial assistance while they upgrade their 
skills through additional training or edu¬ 
cation. As mentioned earlier, employers 
willing to lend this type of assistance 
might well make it dependent upon the 
employees* commitment to stay at their 
present jobs through the transitional 
period. 

Alternative or additional assistance 
can take the form of counsel ling and on- 
the-job training. It is generally admitted 
that the most efficient method of training 
workers for existing job vacancies is by 
providing them instruction on the job. 
Unfortunately, sufficient knowledge about 
the potential capacities of employees is 
often lacking. As a result of this, many 
persons are not given training for jobs at 
the highest levels of their capabilities. 
Many blue-collar workers may be capable 
of learning with profit many of the white 
collar jobs. But managements seldom 
explore the feasibility of this proposition. 

resources wasted 

So long as managements overlook the 
importance of this aspect of manpower 
adjustment, they would be wasting exist¬ 
ing human assets while substantially rais¬ 
ing recruitment costs for the enterprise. 
Besides, public policy should encourage 
the employers to give the employees a 
chance to try new jobs without forfeiting 
their rights to old jobs. If assurance to 
workers that they arc not confined to 
only one job is given and at the same time 
opportunity is provided to them to learn 
and take up new jobs among several al¬ 
ternatives or choices available, this may 
go a long way in mitigating the resistance 
to adjustment to change. 

The legislature has provided to the 
employees some essential benefits, hut a 
large number of other benefits arc volun¬ 
tary in nature and are, often, prompted 
by the enlightened self-interest of the indi¬ 
vidual employer or the pressure of collec¬ 
tive bargaining. To protect the job inte¬ 
rests of the employees, the principal de¬ 
vice developed in India, as in other demo¬ 
cratic countries, is seniority—a system 
of employment preference based on length 
of service. Employees with longest ser¬ 
vice are given the greatest job security 
besides the best opportunities for advance¬ 
ment. In addition, rights to certain bene¬ 
fits and their quantum are determined on 
the basis of length of service. Seniority, 
therefore, is linked closely with economic 
security. In industries where steady re¬ 
duction in total employment is expected, 
legnth of service is the principal protec¬ 
tion against loss of one's job. In cases of 
substantial lay-offs an employee’s chan¬ 


ces of being retained or recalled will very 
likely depend upon factors such as: (i) the 
basis for determining seniority preference; 
and (ii) the provision for trial periods; 
to “make out” on new jobs. 

With the wide spread application of 
the seniority principle, it has come to be 
regarded as a valuable property right. 
Unions usually insist upon the strict ob¬ 
servance of seniority principle, especially 
in respect to lay-offs and recalls. It sh¬ 
ould, however, be realised that seniority 
does not create jobs and, therefore, cannot 
be relied upon as sole protection ag¬ 
ainst technological change. Because of 
the heavy reliance on the principle of 
seniority to provide certain benefits and 
protection to workers, loss of the job us¬ 
ually entails loss of certain benefits or a 
portion of such benefits e.g., complete or 
partial loss of pension rights or gratuity 
in the event of a worker leaving one em¬ 
ployer and joining another cither at the 
same place or at a different place. 

The loss of pension or other retirement 
benefits is particularly serious since the 
worker cannot relive the years during 
which he accumulated his retirement 
benefits. The pension plans may differ 
not only in formal structure, but also in 
eligibility requirements, benefit levels, 
etc. Many assert that pension benefits 


should be portable in order not to inhibit 
labour mobility, and that in any event 
pensions are a form of deferred wage for 
salaries which belong to employees. The 
validity of this argument cannot be de¬ 
nied. In the context of technological 
change and in the interest of increased 
labour mobility, portability of pension 
benefits and liberalization of vesting pro¬ 
visions have to be emphasised. Bui so 
long as pension plans and other retirement 
benefits are allowed to differ in structure, 
eligibility requirements, benefit levels, 
etc., the concept of portability cannot be 
given practical shape. In view of this, 
an endeavour has to be made to bring 
about uniformity or near-uniformity in 
the existing and future retirement benefit 
plans. 

With the enlargement of industrial sec¬ 
tor in the developing countries and the 
need for insurance protection, an increas¬ 
ing number of workers are likely to parti¬ 
cipate in group plans of life insurance at 
substantially reduced costs. Severance of 
employment would mean normally a re¬ 
duced quantum of benefits under group 
life insurance schemes. However, the 
various group insurance plans, superan¬ 
nuation schemes, group gratuity life in¬ 
surance schemes and one year renewable 
group term insurance schemes—intro¬ 
duced recently by the Life Insurance Cor- 
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poration of India not only deserve com¬ 
mendation but widespread adoption by 
the industrial houses. A great measure 
of uniformity in retirement benefits can- 
be brought about if more and more em¬ 
ployers institute new or convert their 
existing plans into those of the LIC re¬ 
tirement benefit plans. With widespread 
adoption of LIC schemes by the indust¬ 
rial firms and a large number of workers 
being covered or brought under the group 
insurance umbrella, a stage would be set 
when it would not be difficult for the LIC 
to allow the employees to continue enjoy¬ 
ing group plan benefits even if they have to 
change employment. To begin with, there 
should be an effort to make such benefits 
portable on an experimental basis, es¬ 
pecially among employers in a given area 
or industry. 

Collective bargaining is an excellent 
vehicle for the effective management of 
change. Jt permits those directly affec¬ 
ted by the change to deal with it first hand 
and with a familiarity that takes into ac¬ 
count problems peculiar to the enterprise. 
While the prerogative to decide should 
remain with the workers and manage¬ 
ments, i.e. the parties who have to live 
with the decisions that are made, greater 
use of research done by agencies of the 
government and assistance provided by 
them would contribute considerably to 


the soundness of decisions mutually ar¬ 
rived at. 

It may also be stated that collective 
bargaining has certain limitations. Basic 
issues such as adjustment to technological 
change cannot be resolved by a team of 
negotiators working for a few days every 
few years. These issues must be dealt 
with patiently, carefully, and above all, 
continuously until satisfactory solutions 
emerge. Therefore, continuous dialogue 
or discussion between management and 
labour on this vital issue would be neces¬ 
sary. The kind of bargaining which is re¬ 
quired in this process calls for the ability 
of the highest calibre and imagination on 
the part of leaders of both management 
and labour. 

In the interest of continuous growth and 
expansion of the economies, managers 
and labour leaders, by skilfully evolving 
or agreeing on various adjustment pro¬ 
grammes, can also take the steps neces¬ 
sary to eliminate wasteful and useless 
work practices such as go-slow, 
pen-down, work-to-rule, etc. If 

technological change can be 
viewed as an opportunity to be 
readily embraced or accepted rather than 
as a cataclysm to be avoided at all costs, 
then the workers' defence mechanism of¬ 
ten described as the “conscientious with¬ 


drawal of efficiency" should gradually 
give way to a spirit of accommodation 
and cooperation. 

Change and adjustment are not confined 
to the private sector alone. The govern¬ 
ments in developing countries have assum¬ 
ed and are assuming greater and greater 
responsibility for setting up new ventures. 
A large chunk of the industrial edifice is 
owned and managed by the governments 
through the public sector. For instance, 
the government of India, with 26 per cent 
of the total labour force in its fold, has 
a particular obligation to be a model 
employer in the management of change. 

The government of India has made some 
some attempts at increasing occupational 
mobility through training and retraining 
efforts. But it should be seen that training 
and educational resources arc not dis¬ 
proportionately allocated in favour of 
those who are at the higher levels. Fre¬ 
quently, lower level employees are not 
even aware of the facilities ava :, ab!e to 
them and, even when they are, their de¬ 
sire for self-improvement and advance¬ 
ment are usually given much lower prio¬ 
rity than those at the higher levels who 
have already achieved substantial success 
within the existing framework. It should, 
therefore, be seen that lower level em¬ 
ployees are not put to a disadvantage. 
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Iran Today—V 


WINDOW ON THE WORLD 1 

Dealing with friends 

V. Balasubramanian and neighbours 


Iran's foreign policy and external rela¬ 
tions are probably grounded in its govern¬ 
ment's conviction that Iran could sur¬ 
vive the difficult and dangerous world of 
today only by making itself the strongest 
military power in the Persian Gulf region, 
establishing close bonds of cooperative 
political relations with its immediate 
neighbours as well as with countries of 
West Asia generally and strengthening 
the country's economy by trading its 
oil wealth with the industrially advanced 
countries for the latter's technology, capi¬ 
tal goods and allied resources which it 
max’ be in need of.., 

Iran's spectacular spending on military 
hardware, particularly sophisticated wea¬ 
pons systems or military aircraft and re¬ 
lated facilities, which it has been im¬ 
porting almost on a mass scale from the 
t ailed States, I-ranee, Britain and other 
western sources, has been treated to head¬ 
lines in the world press and 1 do not pro¬ 
pose to catalogue the known transactions 
of the Iranian government in this regard. 

I may however point out that defence 
needs enjov an overriding priority on 
I tan’s resources and that, even at the 
present time, when a declining trend in 
Iran's oil revenues has provoked some dis¬ 
cussion of the need to conserve resources 
there is hardly any mention of Iran's ac¬ 
celerating expenditure on armaments 
slowing clown to any extent. On the con- 
t rary, it is being emphasized over and over 
again that arms expenditure is the best 
and basic investment Iran can and ought 
to make not only for its security but also 
for security and peace in the Gulf region. 

Kennedy's concern 

Senator Edward Kennedy, who was 
in the Iranian capital in May, did some 
plain speaking on the large inflow of 
modern weapons into the Persian Gulf 
countries when he delivered a lecture at 
the Tehran University. He said that many 
Americans believed that an unregulated 
flow of arms might, in time, prove to be 
“neither in Iran’s interests, those of its 
neighbours nor the other nations that 
depend on the Persian Gulf for oil and 
stability.” He disclosed that he had pro¬ 


posed to the US government that it should 
suspend the sale of arms to Persian Gulf 
states for six months until it re-assessed 
its policies towards the region and wea¬ 
pons sales. Emphasizing that “Ameri¬ 
cans do not want to question your con¬ 
cerns with security." Mr Kennedy said 
that he and several of his countrymen 
could nevertheless ask what relationship 
existed between arms supply to Persian 
Gulf states and possible American in¬ 
volvement if events got out of hand. 

Iranian reactions to the Senator's ob¬ 
servations were predictably sharpalthough 
he himself had tried to defuse the ex¬ 
plosive potential of his remarks by being 
particularly pleasant in his plat form 
manners. For instance, he invited his 
audience of university staff and visitors 
to vote on how they felt about Tehran's 
expenditure on arms whether it was 
too much, about right or too little. Only 
a few hands went up each time and this 
prompted him to wise-crack that “back in 
Boston wc haxe to vote several times 
too." 

unrealistic assessment 

The senator's critics in the Iranian 
press, while welcoming his candour, 
questioned the depth of his understanding 
of the situation in the Persian Gulf. They 
argued that the US Senator and others 
who held views similar to his were not 
being realistic in their assessment of the 
geo-politics of the Persian Gulf region, 
which is sandwiched between two areas 
of the world that haxe been the focus of 
wars and conflicts in the past three 
decades, has 60 per cent of the world's 
oil reserve^ and is of key strategic 
importance. 

Pointing out that it would be difficult 
to work out acceptable norms for a na¬ 
tion's defence needs, the critics conten¬ 
ded: ‘‘If we were to compare Saudi 
Arabia with Switzerland, we vyould arrixe 
at some interesting conclusions. Both 
countries have almost the same popula¬ 
tion. But Saudi Arabia is nearly 15 times 
larger. At the same time Saudi Arabia has 
nearly 4,000 miles of coastline while 
Switzerland is landlocked. The Saudi 


stale is more vulnerable to direct or in¬ 
direct threats than Switzerland. And yet 
the European state in question has a de¬ 
fence system fur stronger and an arsenal 
far better supplied than its Persian Gull 
counterpart. At the same time we have 
never heard anyone speaking of invading 
Switzerland ordcstioyinp its government 
by subversion while such fthreats have 
been openly thrown in the face of Saudi 
Arabia, not only by those Americans who 
support the ‘invasion-lor-oil.' theory hut 
also by certain neighbouring countries." 

double standards 

Continuing in the same tenor a colum¬ 
nist w rote “There is. of course, a tendency 
in the west towards setting two Ntandards 
for everything - one for the ‘advanced’ 
countries and another for the lesser mor¬ 
tals. This is why wc haxe never heard 
anyone criticising Sweden or Holland 
for having more combat aircraft than 
countries several times their >i/e. both in 
territory and m population.*’ 

Addressing himself more specifically to 
the Iranian situation, lie declared: “With 
the memory of two invasions in 60 years, 
with a territory as large as the area bet¬ 
ween Paris and Athens, and with the sea- 
lanes of the Persian Gulf, the Gulf of 
Oman and, in the near future, the Arabian 
Sea and parts ol the Indian Ocean to 
guard. Iran', defence build-up would still 
appear modest computed to whatever 
reasonable international standards one 
might choose to set. The Iranian arsenal, 
despite the attention its replenishment has 
attracted in the past tew years, still in¬ 
cludes fewer planes and tanks than many 
countries much smaller than Iran — in¬ 
cluding some countries in our own region. 
Wc have never wanted to depend on the 
goodwill or chaiity of others to come to 
our assistance in our hour of need. We 
want to be able to defend ourselves and 
our legitimate interests in a world that i; 
not exactly a model of peace and con¬ 
cord." 

These arguments, with perhaps some 
additions and amplifications, could very 
well sum up the essential Iranian govern- 
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ment position on its arms policy* Never¬ 
theless, Tehran cannot be and is not in¬ 
sensitive to the fact’that the large arms in¬ 
flow into this part of the world is bound 
to generate anxiety and unease. It has 
therefore endeavoured to make its own 
contribution to the lessening of tensions 
in the region through political means. 
It is here that the agreement reached bet¬ 
ween Iran and Iraq through the good 
offices of the Algerian President Houari 
Boumedienne falls into place as one of the 
most constructive developments in the re¬ 
cent history of the troubled West Asian 
region. The accord provides for an agreed 
formula for the demarcation of land fron¬ 
tiers between the two countries and, what 
is important from Iran's point of view, 
it has secured Iraq’s acceptance of the 
setting of the water borders along the 
Shatt al-Arab estuary on the basis of the 
median line. 

Subsequently, a joint communi¬ 
que issued in Tehran and Baghdad 
at the end of the visit of the Iraqi Vice- 
President, Sadam Hussain, to Iran early 
in May, pledged the two countries to com¬ 
plete implementation of the Algiers Ac¬ 
cord (which was spelt out subsequently in 
the Tehran Protocol and the agreements 
at the Foreign ministers' meeting in 
Baghdad), and expressed the hope that, 
following the peaceful settlement of the 
border disputes and other differences bet¬ 
ween Iran and Iraq, efforts would he 
made by both sides to promote trade and 
economic relations to their mutual ad¬ 
vantage. 

harmonious relations 

Less spectacular than the Iran-Iraq 
peace pact, but still of considerable signi¬ 
ficance to the issues of stability and co¬ 
operation in the Persian Gulf region was 
the initiative taken by Iran to restore 
harmony in its relations with Bahrain. 
By renouncing its territorial claims on the 
latter Iran has given heartening proof of 
its determination to bring a broad out¬ 
look to bear on its relations with other 
countries in its neighbourhood in the lar¬ 
ger interests of regional peace and security. 
The prime minister of Bahrain, who visi¬ 
ted Tehran in May, underlined the rela¬ 
tions of trust and cooperation which had 
been brought about between Iran and his 
country by calling for a summit confe¬ 
rence of the Persian Gulf slates to dis¬ 
cuss closer defence arrangements between 
them and declared that Iran, along with 
Iraq and Saudi Arabia, could and should 
play a leading role in seeing such a summit 
conference through to a successful con¬ 
clusion. 

Recent thrusts in Iran's foreign policy 
have also been very tactfully tailored to 
meet certain delicate situations in the 


Arab world. The Shah has never minced 
words in stating Iran's position with re¬ 
gard to the Arab-Israelt conflict. While 
he has expressed his sympathy and support 
for the Arab cause, he has firmly stated 
that Iran would not take part in a Middle 
East war because of geographical and 
other obstacles. He has also said that 
Iran would not join an Arab oil embargo 
against the west in the event of another 
Middle East war because “we do not want 
to mix oil and politics." In the light of 
these declarations oF basic policy, Iran's 
diplomacy vis-a-vis the Arab world and, 
in particular, Egypt and Saudi Arabia 
necessarily has to carry out some very 
skilful tight rope-walking. It redounds to 
the credit of the Iranian government that 
it has in fact been able to consolidate 
friendly relations with Egypt, Saudi 
Arabia and other Arab countries to a very 
remarkable extent. 

the turning point 

In the beginning of the year the Shahan¬ 
shah and Empress Farah visited Cairo 
and had four days of talks with President 
Anwar Sadat which the latter described 
as “a turning point in relations between 
the two countries and the Middle East 
region." A joint communique on the visit 
disclosed that Iran and Egypt had agreed 
to work together “on grounds of mutual 
interest in the restoration of peace and 
security in an area of extreme strategic 
importance.” On bilateral relations the 
communique said that the two sides ex¬ 
pressed satisfaction at the measures taken 
and the progress realized in joint projects 
in Egypt amounting to one billion dollars. 
These projects included the establishment 
of the Irano-Egypt Development Bank, 
reconstruction in the Suez Canal area in¬ 
cluding possibly the Canal improvement 
and the building of a Suez-Port Said oil 
pipeline. Incidentally, as a result of the 
understanding reached during the Shah's 
visit to Egypt on this occasion, that 
country became a major recipient of 
Iranian aid and it was recently reported, 
for instance that the Shah gave Egypt an 
emergency loan of $125 million. 

With regard to Saudi Arabia, one of 
Iran's major diplomatic concerns has been 
to ensure that the largest producer and 
exporter of oil in the Persian Gulf, viz, 
Saudi Arabia, generally saw eye to eye with 
the second largest producer and exporter 
of oil in that region viz., Iran, on major 
issues of oil policy. Broadly speaking, 
the Iranian government seems to have 
been often irked by what it apparently 
regards as a soft line on the part of Saudi 
Arabia where oil price-fixing is concerned. 
Although the Shah has stated publicly 
that he has found in Saudi Arabia a firm 
and loyal supporter of OPEC policies, 


h is more or loss common knowledge that 
Tehran would appreciate a clear commit¬ 
ment from Saudi Arabia to the objective 
of safeguarding OPEC revenues in the 
context of inflation in the west. On the 
political plane the Shah seems to have 
excellent relations with the present ruling 
set-up in Riyadh and this could mean a 
high degree of cooperation between the 
two countries when the issue of an 
increase in oil prices comes up for deci¬ 
sion in September or earlier. 

CENTO relationship 

Iran has never made secret of its desire 
to maintain the closest possible military 
and political relations with Turkey and 
Pakistan which are its partners in the 
CENTO. Early in June Turkey's Presi¬ 
dent Fahri Koruturk was in Tehran to 
discuss major international and regional 
issues in the light of the common interests 
of the two countries. The Shah made 
special mention of Turkey’s cooperation 
with Iran and Pakistan within the RCD 
economic arrangement and C ENTO de¬ 
fence framework, and the Turkish presi¬ 
dent responded by saying that friendship 
and cooperation between Iran and 
Turkey not only benefited the two coun¬ 
tries but also served peace and security 
throughout the Middle hast. Bilateral co¬ 
operative endeavours between the two 
countries arc to be intensified hereafter. 
A communique issued at the end of the 
visit has noted that the economic and 
technical cooperation agreement just 
signed between the two countries heralded 
a new order of cooperative relations in 
such diverse fields as transit transport, 
agro-industry, commodity exchange, 
tourism, banking, insurance, industry, 
mining, energy and defence industries. It 
has been announced that Turkey has pre¬ 
sented Iran a list of its major development 
projects which required foreign financing 
with a suggestion that Iran may look into 
possibilities of cooperation in this area. 

Towards Pakistan, Iran has historically 
shown great solicitude. Tehran's aware¬ 
ness of acertain mutuality of interests bet¬ 
ween the two countries in such vital areas 
as regional defence or security seems to 
have become all the more pronounced 
following the secession of Eastern Pakis¬ 
tan to form Bangladesh. There is no 
questioning the fact that Iran regards a 
politically stable, militarily strong and 
territorially intact Pakistan important to 
its own territorial integrity. 

In February this year the Shah made 
what was described as a private visit to 
Pakistan, where he stayed for two days 
and reviewed with Pakistan's prime 
minister, Mr Z.A. Bhutto, regional and 
international issues v and bilateral co¬ 
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operation. Although no official statement 
was issued on the contents of the talks, 
it could be inferred that they were very 
considerably concerned with Iran’s conti¬ 
nuing military and economic assistance to 
Pakistan. In May a five-year trade pact 
was signed in Islamabad replacing the 
1962 Irano-Pakistani trade agreement. 
The pact provides for the export of major 
industrial goods produced in Iran, such as 
buses, tractors, diesel engines, lift trucks, 
agricultural machinery, ball bearings, 
central heating devices, kitchen utensils, 
electrical appliances, synthetic fibres, 
medical equipment, textiles, medicine, 
chemicals, plastics and minerals. Pakistan 
will export rice, sports goods, cement, 
fruit, cotton, fish and pharmaceuticals. 
A provision in the pact, which may be of 
some interest to our country, runs to the 
effect that Iran and Pakistan will use each 
other’s overland routes to trade with 
other countries. 

In the industrial field, Iran and Pakis¬ 
tan had agreed, early this year, to co¬ 
operate on a series of joint ventures in 
cement, textiles, fertilizer and agriculture 
involving an investment of 55200 million. 


Firm agreement has been reached on two 
joint companies for textiles and cement 
projects. Pakistan will hold 51 per cent 
share in the two firms and Iran 49 per cent. 
Two taxtile mills, each with a 50,000 
spindle capacity, and a cement plant with 
a 300,000 ton annual capacity will be con¬ 
structed. Iran is providing Pakistan with 
a #48 million credit for the construction 
of the plants. Thirty per cent of the ce¬ 
ment mill’s production (and more if 
Pakistan does not need it) will be earmark¬ 
ed for Iran. 

Agreement has also been reached on the 
construction of a chemical fertilizer plant 
in Sind with an annual capacity of 
510,000 tons, three other textile mills each 
with a 25,000 spindle capacity and an 
additional cement plant with a 300,000 
ton capacity in the Northwest Frontier 
Province. These plants will be established 
as joint ventures and Iran’s Foreign Trans¬ 
actions Company will have an option on a 
share of the production equivalent to its 
equity holding in the enterprises. 

On the MYican continent Iran has been 
active in assisting several countries to 


meet their requirements of oil or petro¬ 
leum products while showing interest in 
investment proposals designed to promote 
the commercial exploitation of the natural 
resources of those countries. An Iranian 
delegation visited, for instance, Lusaka 
recently and explored possibilities of 
economic cooperation with Zambia. The 
proposals included Iranian financial parti¬ 
cipation in pipeline construction, mineral 
extraction and agricultural ventures. 
Iran is also conducting feasbility studies 
on joint ventures proposed by Ghana. 
The areas covered here are oil exploration, 
sugar, alumina and mining. While Ghana 
has asked for technical assistance in oil 
exploration and exploitation and crude 
oil supplies, Iran is interested in develop¬ 
ing the mineral resources of Ghana for 
utilization in industries in Iran. Iran’s 
attempt to participate in African develop¬ 
ment seems to be an integral part of its 
foreign policy of securing a position of 
political strength and influence in west 
Asia and related areas as well as of its fo¬ 
reign economic policy of rendering de¬ 
velopmental assistance to third world 
countries. 

(To be continued) 
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Window on the World 


European economic unity: 

Jossleyn Honnossy London gloomy predictions 


i 

Monetary Unions Laid to Rest 

Over the last two years the chances that 
the Community would reach Economic 
and Monetary Union (EMU) by 1980, a 
commitment so blithely made in the early 
70s, have been steadily diminishing, and 
this helped the British government in its 
renegotiation. Now EMU in the form 
originally envisaged -through the de¬ 
velopment of a monetary union on one 
side and the harmonisation of economic 
policies on the other, with some undefined 
central authority at themiddle. the whole 
to be reached in scheduled stages — has 
been finally laid to rest in a report written 
by a group of experts led by a former 
vice-president of the Commission, M. 
Robert Marjolin. The report was reques¬ 
ted by the Commission to advise it on 
the necessary steps that would need to 
be taken before 1980. 

divergent views 

“Europe is no nearer to EMU than in 
1969“, states the Marjolin report, “in 
fact if there has been any movement it 
has been backward: national economic 
and monetary policies have never in 25 
years been more discordant, more diver¬ 
gent than they are today.“ This, of 
course, has been a continual cry of the 
Commission. Only last March, when it 
came out with its latest set of gloomy 
predictions, it made the point that dis¬ 
crepancies in the national economic 
situations and policies have never been 
so pronounced. Rates of inflation vari¬ 
ed, the nature and promptness of the 
responses to inflation were diverse and 
generally the policies followed had fallen 
far short of the effectiveness needed to 
reach a high degree of policy conver¬ 
gence within the Community. 

But, in the knowledge that the original¬ 
ly chosen path towards EMU is blocked, 
the Marjolin group was unable to find 
another way towards reaching it. One of 
the problems of the dead system was that 
it presupposed technical steps without 
coming to terms with the political prob¬ 
lems that would arise from a high degree 
of unity comparable to that of a federal 
state. It could be, the Marjolin group, 


suggests, that the best way forward is to 
confront the basic federal issues directly. 
But he would be a bold man who would 
raise the sort of basic issues that led to 
those theological disputes about the na¬ 
ture of the Community prominent in 
Community history in the 60s and early 
70s. Further, of course, the political 
atmosphere in the Community now, and 
in the immediately predictable future, is 
not conducive to constructive discussion 
on these issues. 

isolated measures 

The Marjolin group was therefore back 
to advocating a scries of measures which 
are largely an extension of what is going 
on at the moment • a larger regional 
policy, a bigger role for the European 
Investment Bank, the liberalisation of 
capital movements, a common energy 
policy, and a greater authority for the 
Community to raise loans. But the group 
also suggests that in order to protect 
the currencies of member states there 
should be an exchange equalisation fund, 
which could be a means towards intro¬ 
ducing in the Europe, a new European 
currency. The advantage of these sugges¬ 
tions is that, although limited in scope 
when compared to the original grandiose 
idea of EMU by 1980, they arc indivi¬ 
dually realisable if painful to negotiate. 
And it is possible that from the mass of 
cooperation there might emerge the 
impetus towards meeting and answring 
the sort of questions that have to he faced 
before broaching the grander target of 
EMU itself. 

In those areas where cooperation docs 
still exist, the limited currency “snake” 
has continued to work with some stabi¬ 
lity, although at the end of April and 
the beginning of May itwas under some 
strain through the relative weakness of 
the deutschmark. The French franc, 
which had been running in parallel 
with, but outside, the snake, had grown 
progressively stronger, to the point, in 
fact, that the French announced their 
intention of rejoining. They had left at 
the beginning of last year, reneging on 
the discipline that they had so often 
sought from others. The Finance minis¬ 
ters have also approved in - general 
terms the Swiss request to Join. While 


there was appreciation that the adhesion 
of the Swiss would enlarge the zone of 
relative currency stability in the centre of 
Europe, it was noted that much would 
depend on the central rate at which the 
Swiss franc was set and on moves the 
Swiss authorities would take to prevent 
speculation through the foreign bank 
accounts held in that country. 

The Finance ministers have also manag¬ 
ed to reach broad agreement on putting 
into effect the decision on gold which 
they reached last year at Zeist following 
earlier discussions on the subject held by 
the central bankers. But there is not 
likely to be any practical application of 
the agreement until after the next IMF 
committee meetings. Even then there is 
no guarantee that the Americans would 
welcome the plan, and any objections 
that they have could cause delays. In 
essence, the agreement is that the central 
bank could buy and sell gold among them¬ 
selves for a period of two years provided 
the net stock of gold does not increase. 
This proviso is clearly directed at Ame¬ 
rican reservations on bringing gold back 
into a fuller role in the international 
monetary system. 

increasing unemployment 

These moves lake place against an 
economic background which remains as 
gloomy as it was at the beginning of the 
year. The latest unemployment figures for 
the Community as a whole show that the 
number out of work has increased by 40 
per cent in a year to about 4.5 million and 
that although there have been falls in 
the number of unemployed in Denmark, 
West Germany and the Netherlands, the 
number is still increasing elsewhere. The 
Commission is now estimating that the 
Community growth rate will barely reach 
1.5 per cent this year against the two per 
cent last year. Generally, the Commis¬ 
sion thinks, the member states have un- 
der-cstimatedthestrength of the recession 
and the speed with which it would take 
hold. Meanwhile the threat of inflation 
remains unabated. 

On a technical level, the Commission 
moved to restore some order to the in¬ 
creasingly complicated definitions *he‘ 
unit of account. There were no less than 
16 ways of deciding its value, depending 
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on the purpose for which it was being 
used and who was using it. The Commis¬ 
sion would like the UA to be defined in 
terms of all the Community currencies, 
in much the same way as the IMF's Spe¬ 
cial Drawing Rights are defined against a 
basket of currencies. 

II 

The Search for Democratic Unity 

“We cannot wait for European union 
to fall into our lap one day like a ripe 
fruit. Therefore. Europe must give her¬ 
self the institutions and the necessary 
competence to be able to act and must 
do so without any delay. She needs a 
dear constitution to serve as a basis for 
common foreign, economic and defence 
policy" — so said President Walter 
Scheel of Germany in Paris. 

“The way to go on, in my eyes, is 
to fi\ the target and then sketch the 
way to reach it, and for this you need 
a series of steps. I personally think 
economic and monetary union was too 
ambitious a target in 1972, hut we must 
take steps l o reach it at a certain moment; 


in five or maybe twenty years, I don’t 
know" — thus M. Leo Tindcmans, the 
prime minister of Belgium, in an inter¬ 
view with the Times of London. 


The vision of a united democratic Eu¬ 
rope is not dead, despite the buffetings of 
the period since the beginning of T973. 
It is possible that the lessons of the in¬ 
flationary spiral and the increase in oil 
prices, although they may temporarily 
have caused a period of national intros¬ 
pection, could have planted afresh the 
seeds of a more pragmatic approach to 
realising the ideals of the Community's 
founding fathers. If the rhetoric of Presi¬ 
dent Scheel is translated into practical 
policy by the West German government 
then there will of course be a significant 
impetus towards the new Europe that is 
still wanted in parts of the Community. 

Indeed, M. Tindcmans was charged 
last December vv ith drawing up by the end 
of this year a comprehensive report on the 
prospects for 1 uropean union. He is 
going about his task discretely. The tar¬ 
get date of 19X0 has been quietly dropped 
as utopian, and there was no desire to in- 

T \hik I 


flame the referendum campaign in Brita in 
more than was absolutely necessary. M. 
Tindcmans has been seeking the opinions 
of independent men ~ groups of acade¬ 
mics for example — and he has been 
sounding out the Community institutions 
and eliciting governmental opinions in 
the national capitals. 

But the great problem is in deciding the 
nature of the new Europe. In M. Tin- 
demans's view: “The choice is between a 
more integrated structure and a kind of 
multilateral permanent negotiation, in 
which each country goes its own way if 
agreement is not reached. Well, we tried 
that for centuries. Its my feeling that 
the results were not very good. To have a 
larger scale for our activities, we need 
more than mere multilateral negotia¬ 
tions." 

But the new quest which M. Tindcmans 
is undertaking is finding a parallel in the 
European parliament, for so long the wea¬ 
kest of the four Community institutions, 
f or years now. the European parliamenta¬ 
rians have bemoaned their lack of power, 
have pleaded for more control over the 
Commission and the Council, and above 


Percentage Changes in Production* Prices and Wages in the Industry in the EEC and other Industrial Nations 

(January-Decemher 1972-73, 1973-74) 
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a Excluding construction in France, W. Germany and the l?K;excluding utilities in Sweden, b including mining in Sweden, 
adult males only in the Netherlands and the UK: wage rates for Belgium, France, Italy, the Netherlands, the UK and Switzerland; 
monthly earnings for Japan, c Consumer goods in Italy; non-clectrical machinery prices in Netherlands; metal and metal pro¬ 
ducts in Switzerland, d Metal products in Belgium and Sweden: engineering in the UK; manufacturing excluding food. 

drink and tobacco in West Germany; manufacturing in the USA; machinery excluding ship building in Japan: net new o.Jers 

for Belgium, the UK, Sweden and the USA. c January-September. f January-Ociober. R January-November, 

Production: It is noteablc how the recession first affected the UK, West Germany, the USA and Japan, while Belgium, Italy 
and Sweden maintained a good level of growth during most of 1974. 

Wages : accelerated in order to keep pace with prices. 

Prices: wholesale prices went up very fast last year due to the explosion in the price of oil and commodities. Consumer prices 
rose less rapidly. 
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all have demanded the direct elections for 
which the Treaty of Rome made provision, 
but which the member states have never 
enacted. Now the parliament has been 
flexing its muscles in a way that parlia¬ 
ments seeking more power have always 
done. It has been groping to catch the 
purse-strings. Indeed the events of the 
past months on the control of the budget 

Labour* Finance and Prices 


for the regional fund have been, as Mr 
Callaghan confessed, a classic case of 
parliament trying to gain power from the 
executive. 

The background has been the arrange¬ 
ment worked out last year under which 
parliament has greater power over what is 
called discretionary expenditure — that 

Table ll 

in Industry in the EEC and other Industr 

European Economic Community 


is to say, expenditure which is not imme¬ 
diately covered by the Treaty of Rome. 
The regional fund is a case in point: it 
was not envisaged in the treaty. Expen¬ 
diture envisaged in the treaty is classi¬ 
fied as compulsory. Under the new 
arrangement parliament has been given 
the power to vary the total on items of 
discretionary expenditure up or down 

il Countries in December 


Other countries 


Neither- West Switzer- 



Belgium 

France 

Italy 

lands 

UK 

Germany Sweden 

land 

USA 

Japan 

Recorded unemployment '000 

-1973 

102 

46 l b 

586e 

131 

486<i 

486 

47 

_ 

4,058 

540 

-1974 

140 

723 b 

605 c 

181 

621 de 

946 

44 

I 

6,106 

830 

Recorded job vacancies '000 

-1973 

13 

208 

1 

61 

456d 

282 

36 

3 

1436 

343 

-1974 

13 

208 

J 

61 

456 d 

292 

36 

3 

143* 

343 

-1974 

6 

126 

1 

50 

336de 

194 

42 

2 

--- 

227 

Estimated percentage of labour force unemployed a 

-1973 4.0 

2.2 

3.0° 

3.2 

2 2 

2.2 

1.9 


4.5 

1.0 

-1974 

5.4 

3.4 

3. I e 

4.4 

2.8« 

4.2 

1.7 

— 

6.7 

1.6 

Monetary situation : percentage change in 

Currency circulation —1972-1973 

6.8 

6.6 

13.5 

4.5 

8.0 

3.6 

8.8 

9.1 

6.7 

18.3 

—1973-1974 

7.8 

9.3 

19.0c 

8.1 

17.3 

8.6 

12.7 

5.9 

9.5 

17.7 

Demand deposits -1972-1973 

11.8 

n.o 

18.5 

— 12.8 

34.5h 

2.0 

13.4 

—9.3 

7.8 

16.3 

-1973-1974 

14.2a 

14.2 

14.7c 

18.4 

17.l h 

12.0 

51.4* 

-7.5 

-- 

9.7 

Advances to the private sector 

—1972-J 973 

18.0 

18.2 

26.6 

27.9 

35.76 

10.5 

12.8 

8.9 

18.7 

18.6 

-1973-1974 

11.4 

18.5 

— 

20.7 

18.5 h 

7.9 

57.3* 

8.1 

10.1 

13.2 

Foreign exchange situations : S tnn 

Gross official holdings -1973 

3,750 

7.986 

5,662 

5.600 

5,611 

30,017 

2,293 

8.078 

11,660 

11,094 

-1974 

4,004 

8.078 

5,720 

5,823 

5,844 

29,056 

1,495 

9,011 

11,840 

12,252 

Interest rates : per cent per annum 

Call money rate -1973 

7.18 

11.14 

8.85 

16.13 

9.00 

11.89 

2.75 

5.00 

7.4) 

10.47 

-1974 

9.04 

11.86 

15.628 

8.20 

6.75 

S.35 

8.75 

1.00 

7.11 

13,46 

Long term government bond yield 

-1973 

7.92 

8.90 

7.45 

8.82 

12.50 

9.60 

7.37 

6.31 

6.35 

— 

-1974 

9.03 

10.61 

11.85c 

8.96 

17.18 

9.80 

8.17 

7.17 

6.78 

— 

Percentage change in prices 

Consumer price index — 1972-1973 

7.3 

8.5 

12.3 

8.2 

9.3 

7.8 

8.0 

11.9 

8.8 

19.2 

—1973-1974 

15.7 

15.2 

25.3 

10.9 

19.5 

5.9 

14.5 

7.5 

12.2 

21.0 

Share price index —1972-1973 

1.5 

11.2 

12.5 

—21.1 

—33.8 

—16.1 

.0.8 - 

-15.6 

—19.4 

-19.6 

—1973-1974 - 

-30.7 - 

29.4 - 

-25.6 

—11.3 

—53.9 

—12.8 

.1.6 - 

-35.2 

—29.3 

—6.5 


* Calculated from civilian labour force (employed plus unemployed) and unemployment data; where official employment 
data .ire not available estimates have been made. The figures in the table may not agree with official unemployment percentages, 
which refer to insured persons etc., rather than to the labour force. b Applicants for work. c Figure for October, d Excluding 
Northern Ireland, e Figure for November, f Sample survey for manufacturing, g Figure for September, h London clearing 
banks. ? including the Post Office Bank from 1974. 

Employment : unemployment continued to increase in most countries during the first part of 1975. 

Interest rates : dropped substantially in the first four months of 1975. 

Consumer prices : at end April 1975, inflation showed signs of slowing down in most countries other than the UK. 

Shan 1 prices at end-May were much higher than in December, almost everywhere. 


EASTERN ECONOMIST 


130 


JULY 18,1975 








by a few percent. The actual amount 
increases as time goes on. 

In essence a row developed between 
parliament and the Council on who con¬ 
trolled the budget for the regional fund. 
The Council established the fund and wan¬ 
ted to control it while parliament argued 
that it was within its province. If it was 
accepted that the Council controlled the 
fund then parliament’s power would only 
be consultative. Parliament, however, 
saw control over the regional fund as 
an important precedent which would 
affect its budgetary control in the future. 

A compromise was suggested by which 
the regional fund would be compulsory 
expenditure for three years and after that 
it would become discretionary. fcven 
this compromise had taken some reach ¬ 
ing, for there had been bitter opposition 
from countries such as the UK and Den¬ 
mark, who wanted to keep all Community 
expenditure closely under the Council 
where they would have more powers of 


influence and control. But parliament re¬ 
jected the compromise when a delegation 
met the president of the Council, Dr 
Garrett Fitzgerald of Ireland. The dele¬ 
gation made it absolutely plain that it 
wanted a greater control over Community 
expenditure immediately. 

A constitutional clash was only avoid¬ 
ed when parliament voted to approve the 
first year’s expenditure on the regional 
fund, even though it had been advocating 
an expenditure that would have been con¬ 
siderably greater than that which the 
Council finally agreed. This approval 
has delayed the next stage of what will 
inevitably be a long-running argument 
until the autumn when the Community 
budget is up for discussion. Then it is 
conceivable that in the event of an un¬ 
resolved clash between Council and parlia 
ment. there could be two budgets ~ one 
approved by the Council and one approv¬ 
ed by parliament. That would be rather 
fun! 

But it is probably not without signi¬ 


ficance that the new president of the par¬ 
liament is the French Socialist,M. George-* 
Spenale, a doughty advocate of grcai em¬ 
powers for the parliament. He is a for¬ 
mer chairman of the parliaments budge¬ 
tary committee. But beyond that, it was 
M. Spenale who single-handed nearly 
caused a political crisis within the Com¬ 
munity by threatening in late 1972 to 
have all the members of the Commission 
dismissed - - which is in the parliament's 
power. That was great fun! 

Acknowledgements and sources: The 
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ment, a copyright report in the latest 
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terly, to subscribers only, by the Econo¬ 
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from J.A. Shah, 67 Marine Drive, Bom¬ 
bay 20), but the FfU is responsible neither 
for the wording of my summary nor for 
my interspersed comments. 


The Netherlands economy in 1974 


In the first half of 1974, the Netherlands 
economy was still benefiting from the 
after-effects of the preceding international 
boom, strengthened by anticipations of 
price increases. Because of this, the 
country's opportunities for exports were 
still favourable. In the second half of the 
year, however, demand from abroad 
clearly slackened and the slowing down of 
domestic economic activity became more 
marked. 

The growth of industrial production 
remained below two per cent, compared 
with 5.6 per cent in 1973. Production per 
employee in industry rose by two per cent 
(8 per cent in 1973). 

The payroll per employee in industry 
increased by 15 per cent (14.5 per cent), 
far exceeding the average rise in produc¬ 
tivity. As only part of the rise in wages 
was allowed to be passed in prices, the 
increase in the cost of living was kept 
down to 9.6 per cent (8 per cent in 
1973). 

Slackening foreign and domestic de¬ 
mand and a rigorous prices policy lessen¬ 
ed industry’s readiness to invest. Un¬ 
employment rose to a yearly average of 
3.5 per cent of the dependent working 
population. 

Internationally, the Netherlands was 
still in a strong position, especially owing 
to exports of natural gas. The surplus on 


the current balance of payments is esti¬ 
mated at FI. 3.900 million. 

Towards the end of the year, the go¬ 
vernment adopted a number of measures 
to stimulate the economy; these, together 
with an additional increase in public ex¬ 
penditure (especially in the building sec¬ 
tor), were aimed at casing the burdens of 
wage and income taxes and social security 
and at encouraging industrial investment. 

Population: At the end of 197*1, the 
Netherlands had a population of 
13.600,076. The increase on 1973 was 
0.81 percent (1973 on 1972: 0.78 per 
cent). There me 400 inhabitants to the 
square kilometre. 

labour force * 

The working population was about 
4.65 million. Of these, 304,000 (6.5 per 
cent) were employed in agriculture, 
1,611.000 (34.7 per cent) in the manufac¬ 
turing industries, 2.116,000 (45 per cent) 
in the service industries and 619.000 
(13.3 per cent) were in public service. 

' Production: The growth in the gross 
national product by volume is estimated 
at 3.5 per cent against 4.5 per cent in 1973. 

Industrial production (excluding build¬ 
ing, mining and public utilities), measur¬ 
ed by volume indices based on 1970— 


100, rose by 1.8 per cent compared with 
5.6 percent in 1973. Production per em¬ 
ployee in industry was two per cent (8 
per cent in 1973). 

There were increases in production in 
engineering (+3 per cent), chemicals 
(+3 per cent), foods and allied products 
( ( 1.8 per cent), paper (+3.5 per cent) 
aad rubber (+10 per cent). Production 
decreased in the petroleum industry (-12 
per cent), textiles (—3 per cent), clothing 
(—8 per cent) and lcatherware (—4 per 
cent). Production in the printing trade 
remained constant. Mining was 14 per 
cent higher and public utilities six per 
cent. 

The production of primary eneigy 
sources in 1974 totalled 732.390,000 mil¬ 
lion Kcal (-I-17 per cent). The figures for 
sonic of these were: coal 0.8 million imi'. 
<—56 per cent), crude petroleum 1.46 mil¬ 
lion tons (—2 per cent), natural gas S L700 
million cubic metres (+18 per ccnO ami 
electrical energy 55.350 million kilowatt 
hours (+5 per cent), of which 3,2 77 mil¬ 
lion kWh (+195 per cent) was generated 
by nuclear power stations. 

The production of salt was 34 mil¬ 
lion tons (+11 per cent), iron 4.8 million 
tons (+2 per cent) and steel 5.S million 
tons (+4 per cent). 

In the building trade, the number of 
housing units completed in 1974 (146,174) 
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fell by six per cent compared with 1973 
(155,412). The value of the total build¬ 
ing output was at about the same level 
(FI. 13,837 million), representing FI. 
7,688 million for housing (- 5 per cent) 
and FI. 5,129 million for business pre¬ 
mises (+ 2 per cent). FI. 1,020 million 
(+27 per cent) was spent on repairs and 
rebuilding. 

In agriculture, grain production dec¬ 
lined by 3.7 per cent to 1.3 million tons. 
The yield of ware and industrial potatoes 
decreased by one per cent to 5.24 million 
tons; that of sugar beet and fodder beet 
by 12 per cent to 5.22 million tons. 

The already high milk production in¬ 
creased further to 9.9 million tons (+6 
per cent). Yield per cow averaged 4,475 
kg (-{-0.5 per cent) Production of cheese 
was 13 per cent higher at 375 million kg, 
while that of milk powder and condensed 
milk rose by nine per cent and five per 
cent to 225 million kg and 514 million 
kg respectively. Butter was 1.6 per cent 
higher at 172 million kg. 

Wholesale market turnovers of vege¬ 
tables and fruit were FI. 1,530 million 
(+2.3 percent). Supplies of vegetables 
totalled 1,430,000 tons (- 0.6 per cent) 
worth FI. 1,206 million (+3.3 per cent) 
and of fruit 500.000 tons (+ 18 per cent) 
worth FI. 298 million (+1 per cent). 
Fishery products fell by 15Jper cent to 
273,000 tons; their value declined by 
four per cent to FI. 404 million 

varied results 

in the transport sector, results varied. 
The total volume of goods handled in 
Dutch seaports fell by six per cent to 330 
million tons. Rhine transport passing 
Lobith, by far the biggest proportion of 
international inland shipping, rose by 
8.5 per cent to 127 million ions. Passen¬ 
ger transport by Dutch Railways in¬ 
creased by four per cent to 8,520 million 
passenger-kilometres, while freight traffic 
was four per cent higher at 3.450 million 
ton-kilometres. Total transport of crude 
petroleum and petroleum products via 
the pipelines from Rotterdam to the Ger¬ 
man Federal Republic and Belgium fell 
from 49 million to 35 million tons (—28.5 
per cent), owing to the great decrease in 
supplies of crude oil from the Middle 
East. 

Traffic figures for the Schiphol national 
airport again increased. The number of 
passenger arrivals and departures rose 
slightly (0.6 per cent)io 7.22 million, and 
freight traffic from and via the airport by 
nine per cent to 234.6 million kg. Mails 
rose by 12 per cent to 10.9 million kg. 

Transport by private car increased 


again in 1974. The number of vehicles 
increased by 404,300 new private cars and 
station cars (6 per cent fewer than in 1973). 
With about 3.44 million private cars, 
vehicle density in the Netherlands is one 
car to every four inhabitants. 

The Dutch merchant fleet (including 
vessels registered in Surinam and the 
Netherlands Antilles) increased from 
4,841,000 to 5,287,000 GRT. The number 
of vessels fell by 7.5 per cent, mainly ow¬ 
ing to the sale of small freighters to other 
countries. 

fall in cargo handling 

The ports of Rotterdam and Amster¬ 
dam had 33,296 and 6,371 arrival-, of 
seagoing vessels respectively. Goods hand¬ 
led in the port of Rotterdam fell by eight 
per cent to 285 million tons. In Amster¬ 
dam there was also a decrease, to 19.7 
million tons (-10 per cent). 

Container transport in Dutch ports 
again increased, by 10 per cent to 9.8 
million tons. 

Foreign Trade: The Netherlands' foreign 
trade (excluding trade w'ith Belgium and 
Luxembourg) reached FL 151,800 million 
H 33 per cent) in 1974. Imports were 34 
per cent up at FI. 76,200 million, while 
exports ro^e by 32 per cent to FI 75.6(H) 
million. The balance of trade deficit was 
FI. 525 million, compared with a surplus 
of FI. 388 million in 1973. The percentage- 
cover-the extent to which the value of 
imports is offset by exports m fell by 1.4 
points to 99.3. 

The price level of both imports and ex¬ 
ports greatly increased by 39 per cent 
and 29 per cent respectively. This made 
the terms of trade (the price level of ex¬ 
ports as a percentage of that of imports) 
more unfavourable to the Netherlands. 

Trade with the EEC countries conti¬ 
nued to be the most important; 64.7 per 
cent of Dutch imports was estimated to 
come from these countries and they took 
82.5 per cent of the exports. The princi¬ 
pal trading partners continued to be the 
German Federal Republic (30.7 per cent 
of imports and 35.4 per cent of exports) 
and probably the Belgian-Luxembourg 
Economic Union. 

Balance of Payments: The current 
balance of payments (on a transactions 
basis) had according to 1974 provisional 
figures a surplus of FI. 3,900 million. 
The current account for 1973 had a sur¬ 
plus of FL 5,200 million. The FI. 1,300 
million lower result was attributable 
almost entirely to a bigger trading deficit. 
The surplus on invisible trade on a tran¬ 


sactions basis was slightly less than in 

1973. As against bigger deficits on 
income transfers and on re-exports and 
travel, there were higher earnings from 
transport. 

The overall balance of payments had a 
surplus of FL 2,700 million (1973: FL 
2,000 million;. 

The centra) bank's net gold and cur¬ 
rency reserves at the end of 1974 were 
FI. 18,583 million, compared with FL 
16,861 million at the end of 1973. Be¬ 
sides this increase of FI. 1,722 million at 
the central bank, commercial banks' 
currency reserves showed an increase of 
FI. 454 million. As a result, the overall 
gold and currency reserves were FI. 
27.276 million at the end of 1974 (end of 
1973: FI. 20,100 million). 

Money and Capital Market: In the 
early months of 1974 supplies in the 
Dutch money market were still not too 
short, but later became tighter. Interest 
levels were exceptionally high. 

The rate for call money secured with 
treasury paper averaged 8.08 per cent in 

1974, compared with 4.92 per cent in 
1973. The market discount rate for three- 
month bills averaged 6.90 per cent (4.07 
per cent). The Nederlandsche Bank's 
discount rate was eight per cent, but was 
reduced to seven per cent in October 1974, 
partly because of the falling trend in inte¬ 
rest rates at home and abroad and the 
strong position of the guilder in inter¬ 
national currency markets. 

Mortgage rates for real property aver¬ 
aged 10.5 per cent (8.7 per cent); the yield 
on perpetual government loans rose to 
9.12 per cent (7.5 per cent). 

rise in money supply 

The domestic volume of money (active 
circulation and current accounts) rose by 
12 per cent from FL 35,140 million at the 
end of 1973 to FI. 39,430 million at the 
end of 1974. 

The total real amount of public issues 
in the Dutch capital market in 1974 was 
FI. 3,268 million (FL 2,337 million in 
1973). Of these, debenture and bond 
issues accounted for FI. 3,193 (FI 2,246) 
million and share issues for FL 75 (FI. 90) 
million. Of the debentures and bonds, 
FI. 472 (FL 348) million was in govern¬ 
ment issues, FI. 1 325 (FI. 811) million by 
the Dutch Municipalities Bank and the 
Dutch Water Boards Bank (both semi- 
government) and FI. 1,386 (FL 1,087) 
million by private enterprises and institu¬ 
tions. Foreign bond issues in Dutch 
currency were placed to an amount of FL 
10.9 million (1973: none). 

Dealings in shares on the Amsterdam 
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Bourse fell in 1974 by 45 per cent from 
FI. 19,118 million to FI. 10,526 million. 
Bond and debenture dealings fell less, and 
were FI. 5,900 million compared with FI. 
6,500 million in 1973. 

The nominal value of Dutch shares on 
the Amsterdam Bourse rose in 1974 by 
two percent from FI. 10,103 to FI. 10,323 
million. The market price of these same 
shares, however, fell by 27 per cent from 
FI. 39,249 million to FI. 28,776 million. 

% Wages and Prices: In January 1974 a 
* ^Special Powers (Wages and Prices) Act 
,.'j|vas passed by the Dutch parliament: 
^nder this the government made orders 
relating to wages, professional fees, rents 
and dividends. In addition, price con¬ 
trols were intensified. 

The increase in the payroll per em- 
' ployec in industry, including social secu¬ 
rity, was 12 percent (14.5percent in 1973). 
This was due mainly to the effects of 
domestic price increases which in turn 
were greatly influenced by the rise in prices 
Of imports" The minimum wage was in¬ 
creased by 19.6 per cent and was_ FI. 
F # 254.50 a month on January 1, 1975. 

earned income 

The earned income ratio (the ratio 
between earned income per employee and 
per capita national income increased from 
79.3 per cent to 81.9 per cent). 

The increase in total payroll costs in 
1974 was 12.5 per cent above the average 
,productivity increase of 2.5 percent: this 
/ was more than in 1973 when the increase 
/ exceeded that in productivity by 9.5 per 
" cent. 

■I Based on 1969== 100, the average price 
index for family consumption in 1974 
(including private insurances) was 142.2. 
This was an increase of 9.6 per cent as 
I against eight per cent in 1973, and was 
divided over the various types of expen¬ 
diture as follows: 

Food 2.2 per cent, housing 2.3 per cent, 
clothing and footwear 1.6 per cent, hy¬ 
giene and medical care 1.6 per cent, edu¬ 
cation, recreation and transport 1.7 per 
cent and private insurances 0.2 per cent. 

As the price increase was less than the 
advance in wages, most employees had an 
increase of 2.5 per cent in disposable real 
f income as against 1.5 per cent in 1973. 

S 

National Income: The gross national 
product at market prices, FI. 167,000 
million in 1973, is estimated at FI. 186,000 
million for 1974 (+11.6 per cent).. 

Consumer spending by the Dutch po¬ 


pulation was higher. By volume, total 
consumption was nearly three per cent 
above the 1973 level. The per capita 
increase was one per cent. 

Savings accounts at Dutch savings 
banks increased by FI. 2,372 million 
(+5.6 per cent) to M. 44,433 million. 
Savings accounts at commercial banks, 
however, decreased by FI. 156 million 
(-1.8 per cent) to a balance of FI. 8.415 
million. Life assurance companies had 
new policies of FI. 34,100 million ( j 16.6 
per cent). 

The ratio of savings (3s a percentage 
of national income at. market prices) was 
19 per cent against 22.1 per cent in 1973. 

Gross business investment in housing, 
buildings, vehicles, plant and other fixed 
assets was FI. 34.600 million in 1974 
against FI. 33,000 million in 1973. or an 
increase of five per cent at current prices. 
Gross public investment rose from 11. 
6,500 to FI. 6,900 million. 

But investment b> volume declined by 
six percent. 

Business learnings: Interim announce¬ 
ments indicate that operations in many 
industries in 1974 lurncd out better than 
expected, though theic were great varia¬ 
tions from one industiy to another. The 
first half of the year was mainly good, but 
in the second half the effects of the oil 
crisis were fell. l>nder-utilisation of 
capacity in manfunts produced a Hood 
of cases of short time working (26 per 
cent more than in lowland a steep rise 
in unemployment. 

Similarly to previous years. 1974 was 


marked by a strong tendency towards 
concentration in Dutch industry. There 
were about 600 mergers, regroupings and 
oilier forms of joint operation, some 200 
of them involving companies in other 
countries. 

From 1946 to 1974. industrial com¬ 
panies abroad set up 1.036 subsidiaries in 
the Netherlands, while 428 cases were re¬ 
corded of foreign interests in or joint 
ventures with Dutch companies. At the 
end of 1973 these figures were 1.019 and 
455 respectively. Mosi companies came 
from the United States (369 and 98 res¬ 
pectively). Great Briiain <214 and 91) 
and the Federal German Republic <162 
and 94). 

Labour Market: Unemployment reached 
a level unprecedented for many years. The 
number of registered male unemployed 
increased m 1974 by 40.000 to 153,100. 
while requests for male personnel fell by 
6.600 to 37.900. The number of female 
unemployed rose by 11.600 to 36,600, 
while requests for female personnel fell 
by 4,700 to 12.100. 

On a v c r a ge .then u m be r o f in a le a nd fe- 
male unemployed combined was 1-13.200 
(1973: 117.000) and requests for person¬ 
nel numbered 69.300(1973:67.200). 

On December 31. 1974 the unemployed 
represented five per ecu, (1973: 3.8 per 
cent) of the number of male employees. 
Vacancies for male personnel lepresenled 
1.2 per cent (1973: 1.3 per cent). In the 
cast of female employees, these figure?, 
were 3.6 per cent (2.5 per cent) and 1.2 
per cent and (1.7 per cent) respect ively . 


Microfilm Edition of Eastern Economist 

EASTERN ECONOMIST, for the benefit of its readers, both at 
home and abroad, has made arrangements with University Microfilms 
of Ann Arbor, Michigan, USA, for the latter undertaking the reproduc¬ 
tion of Eastern Economist on microfilm and through xerographic copies. 

This arrangement covers for the present back Issues of Eastern 
Economist starting from January 1971. The question of including issues 
from earlier years in this arrangement is under consideration. 

University Microfilms will be sending the relevant literature to 
prospective microfilm subscribers. It is believed that this service 
will be of particular interest and value to libraries, business houses, 
firms, government offices and other institutions which may find it useful 
to maintain files of Eastern Economist for record and reference. 

Prospective microfilm subscribers may address their enquiries to; 
Serial Publications University Microfilms, 300 North Zeeb Road, Ann 
Arbor, Michigan 48106, USA. 
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TRADE 

WINDS 


AIMO 

Mr bipinbhai V. Mehta, 
President of the All India 
Manufacturers’ Organisation 
met the press recently 
at Askok Hotel, New 
Delhi. The purpose of the 
get-together was to put 
through the mass media the 
industries* view points to the 
public and also to the govern¬ 
ment departments concerned. 
Problems such as power, 
credit squeeze and high in¬ 
terest rates, controls, excise 
duties, competitive indust¬ 
ries, reduction in government 
administrative expenditure, 
planning, exports Vs Imports, 
water resources, inter-state 
movement of foodgrains, 
cotton textile industry were 
discussed and suggestions 
offered for improving produc¬ 
tion. 

Dealing with power, the 
AIMO President said that 
the management of the vari¬ 
ous power houses requires 
deep study and if necessary 
as an experiment, one of the 
power stations that is not 
functioning well could be 
managed jointly with the 
help of private sector or new 
power houses could be set 
up in joint sector. Permission 
may be granted to private 
cooperatives for setting up 
power projects. Associations 
of industries could set up 
such power stations to advan¬ 
tage. Alternatively one of the 
existing power stations may be 
handed over to an association 
like Bombay Mills Association 
for management. An experi¬ 
ment to set up a few power 
houses in the joint sectors 
could also be considered. 

Regarding credit squeeze and 
highinterest rates he opined 
that the present credit squeeze 
if not relaxed and the high in¬ 


terest rales on borrowings 
from banks if not reduced the 
effect of these two monetary 
tools to reduce the rate of 
inflation my have adverse effect 
on the production operations 
of a number of industries. Un¬ 
employment may also increase. 
It seems that the above men¬ 
tioned two monetary tools 
have overlived their useful¬ 
ness. Recently, in the case of 
some of the western countries 
the discount rates, so also the 
bank borrowing rates have 
been reduced to some extent 
as a measure to reduce un¬ 
employment. Reduction in 
price levels beyond a reason¬ 
able level will lead to hard¬ 
ships to industry and will 
create unemployment. A 
price rise during 1975-76 of 
upto 8 to 10 per cent should 
be tolerated. 

Tight controls 

As far as controls 
arc concerned the president 
felt that this is the right 
time to do away with quite a 
few controls—oh prices as 
well as productions and ex¬ 
pansions especially in the case 
of competitive industries such 
as cotton textiles, sugar indus¬ 
try, etc. It is well known that 
controls over a long period of 
time do not help the economy 
—they are tools to be used 
only for a short while. It is 
j dged that if the controls are 
done away with in case of 
number of industries, the 
prices will at least not go up. 
Particularly with tight money 
position and high interest 
rates, the assessment is that 
decontrols will lead to re¬ 
ductions in price levels in 
case of competitive indus¬ 
tries. 

In Mr B.V. Mehta’s opi¬ 
nion excise duties have 


created an imbalance in vari¬ 
ous kinds of products. 
This has also affected agri¬ 
culture adversely. The case 
in view is the graded levies 
from coarse to super fine 
cloth. The high staple length 
cotton cultivation is feared 
to be affected because of the 
high excise duties on fine and 
super fine cloth. 

Crisis Phase 

Referring to cotton tex¬ 
tile industry the President 
said that the industry is 
passing through a severe 
crisis. If the productions are 
to be kept up at the full 
capacity level, the extra 
credit facilities will have to 
be given to it. The additional 
facilities for borrowings on 
book debts and hundi bills 
will have to be made available 
to it. Now is the time when 
government will have to take 
a bold decision as to whether 
they want composite mills to 
exist or they would like it 
to be decentralised. The 
composite mills suffer on 
three counts; higher excise 
duties, higher labour wages; 
and huge loss on controlled 
cloth production. 

The total disadvantage to 
composite mills ranges bet¬ 
ween 20 to 30 per cent com¬ 
pared to the decentralised 
units put together (inde¬ 
pendent spinning mills, in¬ 
dependent power looms 
and independent process 
houses). The government 
should come out with a bold 
policy decision if they are 
convinced that composite 
mills arc not required and 
say that the composite mills 
should decentralise itself 
on a voluntary basis and 
government would share the 
burden of retrenchment com¬ 
pensation and gratuity which 
the mills will have to give 
to the weaving workers on a 
half to half basis. 

Levy Sugar Prices 
Raised 

The government has in¬ 
creased the ex-factory prices 
of levy sugar with effect from 
July I2 t 1975. But the revi¬ 
sion of the ex-factory prices 


will not affect the consumers. 
The pooled uniform retail 
issue price of levy sugar 
(which is available through 
ration shops) will remain 
unchanged at Rs 2.15 a kg. 
throughout the country. 

The following are the revi¬ 
sed prices per quintal in rupees 
with the exis ting prices within 
brackets: Punjab Rs 113.92 
(194.03): Haryana 174.17 

(170.08); Rajasthan 194.87 
(175.52); West UP 148.18 
(157.83); Central UP (171.92) 
(155.30); East UP 200,25 
(157.95); North Bihar 223.69 
(169.80); South Bihar 441,3! 
(183.07); Gujarat 123.51 
(150.35); Madhya Pradesh 
192 54 (178 65); Maharashtra 
and Goa 140.31 (156.14): 

Karnataka 139.72 (159.14); 
Andhra Pradesh 117.48 
(149.55): Tamil Nadu and 
Pondicherry 151.66 (155.19) 
Kerala 163.34 (173.58); Assam 
Orissa, West Bengal and 
Nagaland 199.17 (163.92). 

Increase in Coal Prices 

The government of India 
has decided to allow an ave¬ 
rage increase of Rs 17.50 per 
tonne in the price of coal with 
effect from July 1, 1975. The 
average price of coal has so 
fur been about Rs 50 per 
tonne. Consequent on the 
revision of wages in the coal 
industry with effect from Janu¬ 
ary 1 this year and the increa¬ 
sed cost of other inputs, the 
coal industry approached the 
government for higher prices 
of coal. The government ap¬ 
pointed an inter-ministerial 
committee under the chair¬ 
manship of Prof. S. Chakra- 
varty, member. Planning Com¬ 
mission, to examine in detail 
all aspects relating to the 
question of, revision of coal 
prices. After considering the 
report of the committee, the 
government has now announ¬ 
ced its decision to increase the 
price of coal. 

The government has also 
directed that there should 
be a concerted effort on the 
part of the Coal Mining 
Authorities to ensure increased 
efficiency, fuller utilisation of 
surplus labour by deployment 
in other areas wherever neces- 
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sary and improve attendance. 
The Chakravarty committee, 
in its interim report* suggested 
that in order to cover the in¬ 
creased cost of production of 
coal during the year 1975-76, 
the price of coal should, on 
an average/go up by Rs 21.80 
per tonne with effect from 
April 1, 1975. The govern¬ 
ment has limited the increase 
of Rs 17.50 per tonne and 
made it effective from July 1, 
1975, with a view to keeping 
the impact of such a price re¬ 
vision on coal consumers and 
the economy as a whole to 
the minimum. 

The government has also 
approved the revision of rates 
or royalty on coal payable by 
the Coal Mining Authorities 
to the state governments. The 
average rate ol' royalty will 
now go up from Rs 1.80 to 
Rs 3.60 per tonne. This will 
enable the state governments 
to augment their financial re¬ 
sources. 

Steel prices have been 
raised by about Rs 80 per 
tonne on an average on sale¬ 
able steel. This has been 
made to fully neutralise the 
higher cost as a result of 
the increase in coal prices. 

Panel to Review 
Licences 

An eighteen-member sub¬ 
committee of the Central Ad¬ 
visory Council of Industries 
has been set up by the gov¬ 
ernment. Headed by the 
chairman of ICICI, the sub¬ 
committee will review all licen¬ 
ces issued, refused, varied, 
amended or revoked from time 
to time. It will advise the 
central government on the 
general principles to be follow¬ 
ed in the issue of licences for 
establishing new undertaking 
or substantial expansion of 
the existing units. The results 
of all such reviews will be re¬ 
ported to the central advisory 
council. The sub-committee, 
whose term of office extends 
till January 8, 1977 consists 
of the following as members : 
Presidents of FICCI, Associa¬ 
ted Chamber, NAYE and 
AIMO, Mr J. R. D. Tata; the 


Bharat Heavy Electricals Limi¬ 
ted, the President of FASH, 
Dr Krishna Raj of Bombay, 
Mrs Qamar Ahmed, Mr G. 
Ramamijam, MP (INTUC), 
Mr K.G Srivastava (AITtJC). 
Mr Mahcsh Desai (HMS). Mr 
S. R. Damani MP, Mr B. C. 
Bhagwati MP, Mr R. S. Ta- 
neja and Me N. Mahalingam. 

Industries 9 Capacity to 
be Endorsed 

The first batch of eight 
industries, which are required 
to get their capacity endorsed 
on their registration certifica¬ 
tes has been notified by the 
government. The industries 
are leather footwear, drugs 
and pharmaceuticals, cigaret¬ 
tes. dyestuffs, soap, cosmetics 
and toilet preparations, paints, 
enamels and varnishes and 
matches- Owners of under¬ 
takings falling with'n any of 
the above industries, will have 
to get their capacity endor¬ 
sed on their registration certi¬ 
ficates by the concerned ad¬ 
ministrative ministry within a 
period of three months from 
July 5. While applying for 
such endorsement the indus¬ 
trial undertakings will have 
to give full particulars like 
reproduction achieved during 
the three years immediately 
preceding August 29, 1973 and 
exports made during each of 
the three years. 

Stricter Control on 

MRTP 

The MRTP Commission 
has initiated on a priority 
basis, enquiries and investiga¬ 
tions in a largo number ol 
fields including various consu¬ 
mer items such as pressure 
cookers, toilet soaps, deter¬ 
gents, caustic soda, soda ash, 
automobile parts, tin contai¬ 
ners. bicycles and bicycle 
parts. A detailed report re¬ 
garding razor blade nidus;i\ 
sent by the commission is be¬ 
ing considered by the central 
government for suitable ac¬ 
tion under the MRTP Act. 

This information was given 
by Dr Sarojini Mahishi, 
union minister of state for 


MRTP Commission and the 
representatives of the Consu¬ 
mers’ Council of India held 
recently. 

The commission is also 
making a study in the field of 
newspaper prices and advertis¬ 
ing business and joint adver¬ 
tisement rates, added Dr 
Mahishi. 

The minister also stated 
that nearly 65 enquiries were 
being conducted by the com¬ 
mission in respect of products 
such as m itches, writing and 
printing paper. cigarettes, 
priming ink. sewing machine 


needles, electric lamps and 
fluorescent tubes, crockery, 
law books, bonded abrasives, 
power Cable, etc. The minis¬ 
ter was happy to note that the 
commission has, on the basis 
r f its own knowledge and in¬ 
formation, initiated enquiries 
regarding monopolistic trade 
practices in the field of weigh¬ 
ing machines against Avery 
India Ltd and in a few* other 
cases. 

New Caustic Soda Units 

The government has invit¬ 
ed applications for industrial 
licences under the Industries 


managing director of the West 
Bengal Industrial Development 
Corporation, the chairman of 


Law, Justice and Company 
Affairs, at a meeting of the 
chairman and members of the 


APPOINTMENT 


SIET INSTITUTE 

(CK>\ ERNMEN !' OK INDIA SOCIETY) 

OFFERS SENIOR POSITIONS 

In Financial Management 

The Small Industry Extension Training Institute, a Government of 
India Society, strengthening its capabilities for national and international 
consultancy by setting up a new department of Financial Management. 

F or this we requires one Director, two Members of Faculty and two Members 
of Associate faculty. 

DIRECTOR FINANCIAL MANAGEMENT Responsibilities will 
include the identification of training and consultancy needs and designing, of 
11.lining courses for financial and management accounting, planning aciion- 
onented research lor the benefit ol small industry, contributing to the Insti¬ 
tute's national and intemttion.il consultancy assignments for insiatling mo¬ 
dern management techniques and practices’. 

The applicant should be around 45 years Should have at least a Mus¬ 
ter's Degree in Commerce or Economics or be a C bartered Accountant or 
Cost Accountant. He should have a minimum of IQ years of experience in 
responsible managerial portions m industrial undertaking consultancy firms, 
government departments. 

The grade for the post is Rs. ! 500-60-1SQO-100-2000. The incum¬ 
bent would be entitled to a share in the Institute's consultancy to the extent 
of about Rs. y,000/- a year. A car allowance of Rs. 22 5/- is also offered. The 
rest of the allowances are applicable to Central Government Servants. 

MEMBERS OF FACT LTY AND .ASSOCIATE K.VCUl.n : They 
will contribute to and participate m the designing and co-oidicution of 
training course^ in tiivincul and manage me it accounting, in research pro¬ 
grammes and in the national and international consultancy assignments 
undertaken by the Institute. 

Applicants must hold at least a good second class Bachelor's degree in 
Social Science, preferably in Commerce oi Law, and a certificate in Charter¬ 
ed or Cost Accountancy from a recognised institute. Lndian or foreign. 

Minimum experience of 7 years for the I acuity post and 3 years for the 
Associate Faculty post is essential. Applicants should have held positions in 
industry, government, ora developmental organisation entailing responsibility 
for financial accounting, and costing matters. We would prefer people 
with experience of organising training courses in accounting and finance and 
or project work m finance, costing and accounting for small industry. 

Salary grades are Rs. 1100 50-1700 for the I acuity post, and Rs. TM- 
40-1100-50-1 W0 for the Associate I acuity post. In addition wc offer allow- 
nnccs at l cnfral Government rates, end Rs. 150- as conveyance allowance. 
Another attractive ftviure is a share, not exceeding Rs. 6,000 - a yru 
in the Institute's consultancy earnings. We can consider a higher starting 
salary, if the experience and qualifications aie outstanding. 

We would like t:> receive the applications containing full details pic 
pared on plain paper within three weeks of the appearance of this advertise¬ 
ment. The applicati ns should be addressed to: 

The Secretary, Small Industry Extension Training Institute, 
Yousufguda, Hyderabad— 500 045 

davp 
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(Development and Regulation) 
Act, 1951 from entrepreneurs 
who desire to establish plants 
for the m aim fact ire of ems- 
tie soda The applicants are 
required to give all relevant 
information including inter- 
alia total cost of the scheme, 
total foreign exchange require¬ 
ments, rupee requirements for 
the scheme and the source 
from which these will be 
financed and also a feasibi¬ 
lity report specifying clearly 
as to how they pr ip >se to uti¬ 
lise or dispose of the produc¬ 
tion of chlorine. The new 
units should be for a capacity 
of about 100 tonnes per day 
each and should go in for the 
latest technology. Entrepre¬ 
neurs who wish to expand 
their evsting plants to a more 
economic si/e oT 100 ton les 
per day or more may also 
apply. 

The applications are re¬ 
quired to be made on the ap¬ 
propriate form and sent to 
ministry of Industry and Civil 
Supplies (SIA Secretariat for 
Industrial Approval) within 
three months from Jul\ 9, 
1975. 

Forging Units to 
Diversify 

The department of indus¬ 
trial de\elopment has announ¬ 
ced the libera isation of licens¬ 
ing policy for the steel forg¬ 
ing industry. All industrial 
units license .1 or registered 
for the manufacture of Iron 
and steel forgings falling un¬ 
der item IA (3) of the first 
schedule of the ID and R Act 
arc allowed to diversify their 
production to manufacture 
flanges, rings, elbows, tees, etc. 
The divcrsitlc uion is subject 
to the condition that it does 
not involve installation of any 
imported machinery and is 
within the overall licensed 
capacity -T the u tderuking. 
Industrial units undertaking 
divcrsili.ation arc required to 
indicate the detailed break-up 
of item , m their pioduction 
returns sen* to the DGTD. 
The divcfsiii: it on is being 
allowed with a view to achiev¬ 
ing fuller utilisah m of instal¬ 
led capaciiis. Applications 
for diversification u 11 be en¬ 
tertained by the concerned 


joint secretary in the Depart¬ 
ment of Steel. 

Loans to Firms Conver¬ 
ted into Equity 

The public fin incing insti¬ 
tutions have so far exercised 
the r.ght to convert part of 
loans to private companies 
ini > equity to the extent of Rs 
140.05 lakhs. 

This is ou'. of loans total¬ 
ling overRs 551 lakhs given to 
nine companies by the insti¬ 
tutions—[DBL ICICI, LFCI, 
LIC and the Unit Trust of 
India 

Against a loan of Rs 151.28 
lakhs by the Industrial Deve¬ 
lopment Bank of India (1031) 
to four companies, Rs 43.04 
lakhs has been converted into 
equity. The amount sanc¬ 
tioned by the Industrial Credit 
and Investment Corporation 
of India (IC IC I) to live com¬ 
panies wa« Rs 149.75 lakhs 
out of which Rs 29.31 lakhs 
ha-, been converted into equity 
capital. 

The figures of conversion 
into equity in three comp mies 
bv LIC vNcre Rs 33.10 lakhs 
and in two companies bv the 
Unit Trust of India Rs 17.80 
lakhs. Some of the compa¬ 
nies have bc:n assisted jointly 
by two or three institutions. 

The amou it sanctioned to 
one company by IECT amount¬ 
ed to Rs 60 lakhs out of 
which R» 16.80 lakhs was con¬ 
verted into equity. 

The price at which the 
loan is to be converted into 
share capital and the period 
during which the option is to 
be exercised arc determined 
in all cases taking into ac¬ 
count the profit potential of 
the company so that the insti¬ 
tutions obtain a larger yield 
on the converted shares than 
the interest on the loan so 
converted. Thes: arc built 
into the loan agreements be¬ 
fore the loan is sanctioned. 

IDBI had written conver¬ 
sion clauses in loans extended 
to 142 c impunies or groups of 
companies, IFCI in the case 
of 104 companies, LIC 63 
companies and ICICI over 100 
companies. 

In the case of new pro¬ 


jects, conversion is made .ap¬ 
plicable to 20 per cent, of the 
rupee loan. In the case of 
expansion or mxlern nation of 
existing companies, the pro¬ 
portion of the loan to be con¬ 
verted is decided on a case 
by case basis. The percen¬ 
tage varies from 10 to 20. 

Out of Rs 705.12 lakhs 
given as loan by IFCI to the 
large industrial houics under 
loan agreements containing the 
stipulation of conversion, the 
amount convertible into equity 
is Rs 148.92 lakhs. Of the 
total IFCI loan assistance of 
approximately Rs 64.59 crores, 
the amount to be converted 
into equity is of the order of 
Rs 12.5S crores. 

Term Financing by 
Banks 

The Reserve Bank in a let¬ 
ter to banks has aJvised that, 
while they mly continue to 
undertake term financing 
which they are doing at pre¬ 
sent for projects of high prio¬ 
rity. within the resources 
available to them and consis¬ 
tently within the current policy 
framework for term lending, 
they would do well to consider 
giving added attention in res¬ 
pect of term finance to the 
areas indicated below: 

Deferred payment exports; 
Industries where a substan¬ 
tial part of the output is meant 
for exports (or where new 
potential for exports could be 
quickly built up); Industries 
with short gestation period 
particularly in the core sec¬ 
tors and mass consumption 
goods; Term loans to agri¬ 
culture; Requirements of 
industries in industrially very 
backward areas: Very small 
small-scale industries involv¬ 
ing an investment upto Rs 
25,000; Capital goods indus¬ 
tries; and Deferred payment 
arrangements for purchase of 
capital goods in the domestic 
market. 

The Reserve Bank had in¬ 
dicated in May 1975 that, in 
view of the need for stimulat¬ 
ing Investment, commercial 
banks have to step up in some 
measure their term lending for 
projects of high priority. It 
is in this context that these 


broad guidelines have been 
suggested to the banks. 

Deposits with 
Non-Banking Companies 

The total deposits/exemp¬ 
ted loans accepted by 3,155 
reporting non-banking com¬ 
panies as at the end of March 
1972 amounted to Rs 69L8 
crores covering 10.70 lakh ac¬ 
counts, according to a Reserve 
Bank study. Of the total, de¬ 
posits accounted for Rs 419.4 
crores and exempted loans for 
Rs 272.4 crores. The break¬ 
up of figures is on the btsis of 
re-classification of certain 
categories of loans as deposits 
following amendments to the 
Reserve Bank's directions 
effective from January 1972. 
The total of guaranteed loans 
and loans received from share- 
holder>, etc., so re-classified 
as deposits amounting to Rs 
173.0 crorc* as on March 31, 
1972. 

The number of reporting 
non-financial companies in¬ 
creased by 762 to 2,234, inclu¬ 
ding 555 companies with de¬ 
posits only in the form of 
loans which were not requir¬ 
ed to submit returns under 
the directions in force prior to 
January 1972. Deposits in 
the form of loans received by 
non financial companies stood 
at Rs 148 2 crores and fixed 
deposits at Rs 206.5 crores, 
together showing an increase 
of Rs 164.9 crores over the 
year. The increase was offset 
partly by the decline of Rs 
103.1 crores in exempted loans, 
yielding a net increase of Rs 
61.8 crores. 

The number of reporting 
financial companies rose 
by 153 to 921, including 
276 companies which did not 
report any deposits or exemp¬ 
ted loans. The deposits and 
exempted loans held by the 
remaining 645 companies were 
higher by Rs 22.8 crores and 
Rs 38.5 crores, respectively. 
The bulk of the rise was ac¬ 
counted for by miscellaneous 
financial companies ( |-R$ 31.0 
crores) and hire-purchase 
financial companies (+R$ 28.8 
crores). though the increase in 
their number at 14 and 3, rcs- 

K ively, was only marginal, 
he case of loan companies. 
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although their number increas¬ 
ed by 37 to 216, total out¬ 
standings declined by Rs 1.6 
crores. 

Maharashtra. West Bengal 
and Tamil Nadu together ac¬ 
counting for 2,031 reporting 
companies (64.4 per cent of 
total) with an aggregate 
amount of Rs 488.2 crores 
(70.7 per cent of total) as de¬ 
posits and exempted loans. 
The total deposits and exemp¬ 
ted loans of the other 1,124 
reporting companies (35.6 per 
cent) aggregating Rs 203.6 
crores (29.3 per cent) were 
spread over the remaining 19 
states/union territories. 

Imports Decline 

There has been a slight de¬ 
cline in imports during the first 
two months of the current 
financial year. This, coupled 
with a substantial increase in 
jexports, over what it was in 
:the same period last year, have 
had a beneficial impact on the 
balance of trade position. Ex¬ 
ports in April and May total¬ 
led Rs 495.58 crore* as against 
.iRs 389.62 crores in the same 
months of last year, imports 
at Rs 600.75 crores were Rs 
30 crores less than what the) 


weu in April and May last 
year. The balance of trade 
was Rs 105.15 crores as against 
Rs 241.22 crores for April- 
May 1974-75. 

Exports for May have total¬ 
led Rs 251.62 crores as against 
Rs 213.66 crores in May last 
year while imports stood at 
Rs 296,83 crores compared to 
Rs 300.90 crores during the 
same period of last year. 

Steel Plants Geared to 
Achieve Targets 

The ministry of Steel and 
Mines have initiated a number 
of steps, which is expected 
to result in the entire steel 
industry gearing itself up to 
the tasks flowing from the 
declaration of national emer¬ 
gency. In so far as the Steel 
ministry and the Steel Autho¬ 
rity are concerned, Mr 
Chandrajit Yadav. minister 
for Steel and Mines has 
directed that they should 
immediately undertake a 
quick review of the targets of 
steel production for the 
current year to find out 
whether these can be further 
improved upon. He ha> also 
directed that there should be 
an immediate exercise under¬ 


taken to advance the com¬ 
missioning of some of the 
units like those of the giant 
Bokaro plant, which is now 
under erection. 

For the current year the 
target of production fixed 
for steel plants envisage 
an average utilisation of 
about 81 per cent of the 
capacity. The production 
target is 16 per cent more 
than the Iasi vein’s produc¬ 
tion of 4.9 million tonnes. 
Mr Yadav has directed that 
both these targets should 
have a second look immedia¬ 
tely. 

As step towards securing 
the whole-hearted cooperation 
of nearly 2.5 lakh workers 
employed in the steel indus¬ 
try. the minister has issued 
instructions to steel executives 
to take immediate steps to 
build up an efficient perma¬ 
nent public distribution 
svstem which will provide 
all the essential articles of 
consumption including note¬ 
books etc at reasonable 
prices. The minister has 
further suggested the for¬ 
mation of workers welfare 
committees at the plant level 
and at the shop Ie\cls. These 


committees will be concerned, 
not so much with trade union 
demands, but with questions 
relating to the welfare of the 
workers. The chief executives 
of the plants have been told 
to be very vigilant in the 
matter of safeguaiding and 
protecting the plant. 

Meanwhile the Secretary, 
department of steel, Mr 
M. A. Wadud Khan, told the 
Steel Priority Commitce that 
there will be further improve¬ 
ment in the availability of 
steel in the second quarter 
of the current \ear He ex¬ 
pected this improvement pri¬ 
marily because some of the 
d i flic allies which had hamper¬ 
ed higher production in the 
three steel pi infs at Durgapur. 
Rourkela and UStO had 
been sorted out and these 
plants are expec.cd to show 
better pci for 'inancc. While 
thev could, therefore, expect 
greater a\uilah:hi> of steel 
in general, there might be 
difficulties m the matter of 
some special categories such as 
the thinner plates and sheets 
However, when the Bokaro 
hot strip mill went into 
production by the end of 
this year, the current shor¬ 
tages of thinner plates 


Leipzig 

Fair 

German Democratic 
Republic 

31 . 8 / 7 . 9.1975 


Leipzig offers a secure base for doing successful business 
and establishing new connections. Special product displays 
provide information about the latest trends in the most 
significant branches of industry. A wide-ranging programme 
of scientific and technical lectures provide up-to-the- 
minute technical information for every Fair visitor. 
Outstanding service assists business activities and 
helps with the establishment of new contacts. 

See you m Leipzig! 



Fair care!. 1 and further mfcrryat.on from 

LPip’/ty I jhr Agency. P O B No. 1993, Bombay-1; 

C-479, Drf-mce Colony, Now Dolhi-24; 

34-A, BMMurno Road. Caicutla-1, 

16. Mooa htreer. Madms-1, I 

or at th< j frontier posts of the GDR. 
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should also disappear. This 
was because the entire produc¬ 
tion from the Bokaro hot 
strip mill will be in the form 
of thinner sheets. 

Australia Joins Iron 
Ore Club 

The agreement establish¬ 
ing the Association of Iron 
Ore Exporting Countries was 
signed recently by His 
Excellency Mr Bruce Grant, 
High Commissioner for 
Australia in India. Australia 
is the sixth country to sign 
this agreement. The agree¬ 
ment was finalised and ap¬ 
proved by the Ministerial 
Meeting of Iron Ore Expor¬ 
ting Countries held in Geneva 
on April 2-3. 1975, under 
the Chairmanship of Mr 
D.P. Chuttopadhyaya, the 
minister of Commerce, India. 
The final act containing the 
text of the agreement was 
signed by 11 countries, 
namely, Algeria, Australia, 
Brazil, Chile, India, Mauri¬ 
tania, Peru, Sierra Leone. 
Sweden, Tunisia and Vene¬ 
zuela. India has been named 
Depositary State for the 
Agreement. 

The Agreement was 
opened for signature at 
New Delhi on May 14, 
J975, and will enter into 
force thirty days after signa¬ 
ture by seven states. It has 
so far been signed by Algeria, 
Chile, India, Mauritania and 
Venezuela. The objectives 
of the Association of Iron 
Ore Exporting countries are, 
in hr alia, to ensure the 
orderly and healthy growth 
of export trade in iron 
ore, to secure fair and 
remunerative returns from its 
exploitation, processing and 
marketing, ami to promote 
close cooperation among 
member countries for econo¬ 
mic and social development. 

NAYE Trust 

The National Alliance of 
Young Entrepreneurs (NAYL) 
has set up a permanent trust— 
NAVI. Industrial Estate Trust 
—to promote small-scale 
industries by providing sheds 
to young entrepreneurs in 
various parts of West Bengal. 
Mr M.C\ Bhandari has been 
appointed chairman of the 


trust. The industrial 
estate to be set up by the 
trust would provide infra¬ 
structural and common faci¬ 
lities which individual entre¬ 
preneurs could nut aiford 
and give the sheds to them 
under a “own-your-own-slied” 
scheme. NAYE is setting 
up its first industrial estate 
at Kulvani. with 85 small 
units in a bout five hectaies plot 
allotted by the West Bengal 
government. Punjab National 
Bank is financing the project 
and the Industrial Develop¬ 
ment Bank of India has 
agreed in principle to extend 
refinance facilities for the 
same. The state government 
has sanctioned Rs 5 lakhs 
being 10 per cent margin 

money for the project with 
the permission of i he Plan¬ 
ning Commission. 

Trade Notices 

The union Commerce 

ministry has decided to ex¬ 
tend up to March 31, 1976 
tlie time limit for exporting 
rayon tyre >arn of 250 
deniers and above, rayon 
tyre cord of all dcn : ers, and 
rayon tyre fabrics. All other 
conditions in regard to these 
exports as given in the Export 
Trade Notice No 107.75 
dated June 6. 1975 remain 

unchanged. 

The union Commerce 
ministry has extended from 
June 3(3, 1.975 to August 31, 
1975 the t me limit for the 
fulfilment of the counter- 
obligation for exports to 

Afghanistan against imports 
already cITected from that 
country up to February 28, 
1975. It is also clarified 
that this concession cannot 
be utilised for entering into 
fresh commitments. Those 
who fail to complete their 
counter-obligation by August 
31, 1975 will render themsel¬ 
ves liable to penal action 
under the Imports and Ex¬ 
ports Trade Control/Forcign 
Exchange Orders. 

An IDA credit of $57 
million (approximately Rs 
45.6 crorcs) has been approv¬ 
ed for rural electrification 
schemes in our country. 

The government of West 
Bengal has taken over the 
management of Great Eastern 


Hotel, a four-star hotel in 
Calcutta. 

The Tobacco Monopoly 
of Italy has decided in 
principle to place an order 
for approximately 25 lakh 
kg flue cured Virginia (FCV) 
tobacco worth about Rs 340 
lakhs. In 1974. tobacco 
monopoly of that country 
placed an order for 16 lakh 
kg at a value of Rs 160 
lakh. 

In Brief 

Financial assistance for 
a new cement factory near 
the existing one at Dalla has 
been sanctioned by the In¬ 
dustrial Development Bank 
of India. The factory, w ith 
a production capacity of 16 
lakhs tonnes per year, will 
receive financial assistance 
for the entire project. The 
factory will have its clinker 
plant at Dalla and the cement 
unit at Ovunar. 

A scheme has recently 
been launched by C'adbuty 
of Bombay, jointly with the 


Development Corporation 
of Konkan Ltd, for intro¬ 
ducing cocoa cultivation in 
Maharashtra, for the first 
time. Under the scheme 

I, 000 saplings will be plant¬ 
ed. 

The quantum of tea 
exports from India during 
the first three quarters of 
1974-75 (Aprii-Deceraber 
1974) was of the order of 

II, 65,030 tonnes as against 
149,390 tonnes in the same 
period of 1973-74. The 
foreign exchange realisation 
on account of this improve¬ 
ment in the quantity exported 
was equally pronounced— 
Rs 159.45 crorcs as against 
Rs 115.48 crores in the com¬ 
parable periods. 

An 80,000 kilowatt Hydro¬ 
generating Set designed, 
manufactured and supplied 
by the Bhopal Unit of 
Bharat Heavy Electricals 
Limited has been successfully 
commissioned at Koyna 
Power House Stage III in 
Maharashtra. 


GOVERNMENT OF INDIA 

5^ per cent loan 1982 to be Issued at Rs. 99.40 
per cent and Repayable at par on 26th of 
July 1982. 

6 PER CENT LOAN 1993 TO BL ISSUED AT Rs. 98.50 PER CENT 
AND REPAYABLE AT PAR ON 26TH OF JULY 1993. 6* PER 
C ENT LOAN 20<n TO BE ISSUED AT Rs. 100.00 PER CENT AND 
REPAYABLE AT PAR ON 20th OF JULY 2003. 

Subscriptions to Lhc above limns will be received, simultaneously and 
will be limited to a total of Rs. 400 crores (approximately). Subscriptions 
may be in the form of n> euxh 'cheque or (ii> securities of the 41 per cent. 
Loan 1975 which will be accepted for conversion at par. Government 
reserve the right to retain subscriptions upto ten per cent in excess of the 
notified amount. 

2. If the total subscriptions received for the loans exceed the notified 
figure plus the amount of ten per cent retainable as aforesaid, partial allot¬ 
ment will be made in reNpect of the cash subscriptions received and the 
balance refunded in cash as soon as possible. Interest on the securities of 
4} per cent loan 1975 will be paid at the rate of 41 per cent per annum upto 
and inclusive of 25th July 1975 at the time of issue of the new securities. 

3. Interest on the loans will be paid half yearly on 25th January and 
26th July, interest on all the loans now issued together with interest on other 
previous Government securities and income from other approved invest¬ 
ments will be exempt from income-tax subject to a limit of Rs. 3.000 per an¬ 
num and subject to other provisions of Section SOL of the Income-tax Act, 
1961. The value of the investments in the loans now issued together with 
the value of other previous investments in Government securities and other 
investments specified in Section 5 of the Wealth Tax Act will also be exempt 
from the Wealth l ax upto Rs. 1,50,000/-. 

4. Subscription lists will open on the 26th of July I $75 and close on 
29th of July J975 or earlier without notice. 

Applications for the loans will be received al: — 

(a) offices of the Reserve Bank of India at Ahmedabad, Bangalore, 
Bombay (Fort and Byculla). Calcutta, Hyderabad, Kanpur, 
Madras, Nagpur, New Delhi and Patna; 

(b; branches of the subsidiary banks of the State Bank of India con¬ 
ducting Government Treasury work except at Hyderabad; and 
(c) branches of the State Bank of India at other places in India. 

For full particulars please apply to any of these offices or branches. 
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COMPANY 

AFFAIRS 


Uptrend Continues 

Although the stock markets 
were certainly that buoyant 
last week, the previous week's 
recovery trend, however, 
continued Further, with equi¬ 
ties gaining further momen¬ 
tum during the week. 
Prices of leading equities 
further, forged ahead 
on renewed short-covering 
coupled with sustained 
buying support. 

There was some profit¬ 
taking at higher levels 
during the week but 
prices recorded impressive 
gains at the week end. The 
driving force for the conti¬ 
nued recovery in share values 
was the sustained hope that 
industrial production would 
increase considerably as a 
result of the various measures 
being taken by the govern¬ 
ment. 

In this context the 
marketmen have welcomed 
Mrs Gandhi's assurance to 
captains of industry that 
genuine needs of production 
in priority sectors would be 
fully met. They also welcom¬ 
ed the decision of publje 
sector units to revise their 
production targets by 10 per 
cent. 

Moreover reports of with¬ 
drawal of power cuts in 
several states imparted a 
healthy change in the 
market psychology. The 
decline in imports and subs¬ 
tantial fisc in exports, resul¬ 
ting in a comfortable balance 
of trade position in the first 
two months of the current 
financial year, also had a 
bullish impact on the 
market. 

The week thus concluded on 
an optimistic note. The 
volume of business was fair 


during the week and the 
undertone firm. 

Universal Cables 

The directors of Universal 
Cables Ltd, have recommend¬ 
ed a higher equity dividend of 
12 per cent for the year ended 
March 31, 1975 as against 
seven per cent for the previous 
year. The company has 
earned a substantially higher 
gross profit of Rs 2.45 crorcs 
for the year as compared to 
Rs 86.99 lakhs in the previous 
year following a sharp rise in 
sales turnover to Rs 15.43 
crores from Rs 11.71 crorcs 
in 1973-74. Its exports have 
also gone up by Rs 50 lakhs 
to Rs 91 lakhs. The direc¬ 
tors state that the company 
has indigenously developed 
some more speciality cables 
which may be used as import 
substitutes. However, the 
overall production during the 
year has been affected by the 
acute shortage of electrical 
conductor grade aluminium 
ingots. After providing Rs 
26.31 lakhs against Rs 29.IS 
lakhs for depreciation, Rs 
60,000 against Rs 2.65 lakhs 
for development rebate reserve 
and Rs 1.52 crores including 
arrears of Rs 6.51 lakhs 
against Rs 30.50 lakhs for 
taxation, the net profit 
amounted to Rs 66.22 lakhs 
against Rs 24.66 lakhs. 

Union Bank of India 

Despite severe stresses and 
strains which prevailed 
throughout 1974, Union Bank 
of India has reported all¬ 
round progress almost in all 
spheres of its operations, 
its deposits, advances, in¬ 
vestments and' profit record¬ 
ing impressive improvements 
over 1973. Deposits shot up 
to Rs 396.26 crores from Rs 
333.58 crores, recording a 
handsome rise of Rs 62.68 
crores or 18.79 per cent as 
against an increace of Rs 


80.16 crores or 31.63 per cent 
in the preceding year. A 
striking feature in the 
pattern of deposit accretion 
was that the rural and semi- 
urban branches showed 
better growth rates than 

those of urban and metro¬ 

politan branches. 

The bank's net credit 

went up from Rs 

227.41 crorcs to Rs 276.44 
crores, registering a rise of 
Rs 49.03 crores or 21.56 per 
cent as compared to an in¬ 
crease of Rs 52.97 crores or 
30.37 per cent in the previous 
year. Deployment of funds— 
quantitatively as well as 
qualitatively—was in conso¬ 
nance with the requirement 
of the monetary authorities 
and the bank’s conscious 
efforts to continue assistance, 
largely to the preferred sectors. 

The bank's assistance to 
priority and neglected sectors 
excluding exports, rose from 
Rs 84.77 crores to Rs 101.67 
crores during 1974, recording 
an improvement of Rs 16.90 
crores or 19.94 per cent. The 
share of advances to the 
priority and neglected sectors 
in the total credit was main¬ 
tained well above 37 per 
cent as against 25.7 per cent 
in respect of public sector 
banks as on June, 1974. In¬ 
cluding export credit, the 
priority sectors together 
continued to account for over 
half of the bank's advances 
portfolio. 

Within the priority sec¬ 
tors, agriculture received 
the top priority, advances 
to this sector increasing 
from Rs 31.50 crores as at 
the end of 1973 to Rs 41.09 
crorcs at the end of 1974, 
an increase of 30.45 per cent. 
The proportionate share of 
agricultural advances in the 
total credit rose correspond¬ 
ingly from 13.81 per cent to 
15.00 per cent during the 


year. The substantial increase 
in agricultural advances was 
accompanied by a qualita¬ 
tive improvement in its deq- 
loyment. Direct advances 
to farmers, its increased dis¬ 
persal over a large number 
of accounts, emphasis on 
crop loans and on small far¬ 
mers were the main features of 
the qualitative improvement. 

The hank recently initiated 
its programme for assisting 
entrepreneurs under the 
"half-a-million jobs” scheme. 
The result in this regard was 
quite encouraging. 

During the year under 
review the hank opened 65 
new branches, carrying the 
total number of offices to 644 
at the end of December 1974. 
Out of these 65 offices, 20 
were opened at unbanked 
centres, six being at unbanked 
development blocks. The 
progressive shift since natio¬ 
nalisation. in favour of cover¬ 
ing rural and semi-urban 
areas, as well as backward 
states was continued. Of the 
403 new branches opened since 
nationalisation, as many as 
293 or 73 per cent, as against 
63 per cent in respect of the 
banking industry, have been 
in the rural and semi-urban 
areas. 

The bank's profit after 
ta\ advanced from Rs 110.88 
lakhs in 1973 to 139.97 lakhs 
in 1974. If despite steep 
rise in cort of operations 
including establishment ex¬ 
penses, the profit did in¬ 
crease, the reason therefor 
is not far to seek viz-higher 
lending rates, unlikely to be 
sustained for long. 

Bharat Commerce 

Bharat Commerce and In¬ 
dustries is setting up a joint 
venture in Indonesia. A new 
company styled P. T. Horizon - 
Syntex has been formed for 
this purpose. In the first 
phase, only 15,000 spindles are 
bcingi nstalled out of the pro¬ 
posed 30,000 spindles. The 
construction of building has 
been completed, shipment of 
plant and equipment effected 
and erection work is under 
progress. Barring unforeseen 
circumstances it is hoped that 
commercial production would 
commence by September, 
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1975. In addition to equity 
participation, the company is 
providing technical expertise 
and assistance for the opera¬ 
tion of the plant. The direc¬ 
tors regret to report that no 
further progress could be 
made concerning the propos¬ 
ed project in Afghanistan be¬ 
cause of certain unforeseen 
difficulties, beyond the con¬ 
trol of the company. 

With a view to make the 
present activities of the 
company more broad-based, 
the directors have decided 
to undertake exports of vari¬ 
ous items as an export house. 
HTorts arc being made to 
develop this department. 
A beginning has already 
been made during the year 
under review and engineering 
goods worth about Rs 10 
lakhs have already been ex¬ 
ported. A sound base is being 
developed by tie-up arrange¬ 
ments with manufactures of 
different items and establish¬ 
ing contacts with agents in 
overseas markets in order to 
accelerate its efforts to diver¬ 
sify exports. 

The company’s earnings 
scaled to a new peak in 1974. 
Sales recorded a spectacular 
improvement from Rs 2701.89 
lakhs in 1973 to Rs 3650.42 
lakhs in 1974, an increase of 
about 35 per cent. Lvery 
effort is being made to main¬ 
tain the upward trend in the 
production of various types 
of yarn and fabrics. However, 
sales and earnings during the 
last quarter of 1974, were 
sharply affected by a fall in 
demand and steadily rising 
costs. Yarn prices have re¬ 
mained at a low level during 
the first quarter of the cur¬ 
rent year also thereby serious¬ 
ly affecting the company’s 
profitability. 

Despite all the efforts that 
the company is making to¬ 
wards constantly improving 
its working and cost reduction 
programme, the profitability, 
according to his directors, 
has been seriously affected, by 
an erratic and short-sighted 
government policy towards 
the textile industry in general. 
The recent budget proposals 
have seriously aifcctcd an al¬ 
ready depressed textile mar¬ 


ket. The axe has fallen more 
heavily on staple fibre and 
synthetic blended yarns where 
excise duties have been in¬ 
creased by as much as 60 per 
cent from their previous 
levels. The directors feel that 
unless duties are brought 
down to more realistic levels. 


an already flatering textile in¬ 
dustry may just collapse. 

There is also a need to 
relax the ban on exports of 
staple fibre yarn. Apart from 
relieving the burden on the 
domestic market, exports of 
staple fibre yarn can become 


a valuable foreign exchange 
earner. In the present con¬ 
text. there seems to be no 
justification in continuing a 
ban on staple fibre yarn ex¬ 
ports. As part of its social 
obligation to hold the price 
line, the company continued to 
follow the voluntary distribu- 
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STATEMENT OF POSITION 


31st December, 
1973 

RF 

2,80,00,000 

6,00,00,000 

4,80,65,06,169 

21,98,83,903 

8,91,62,302 

41,85,06,777 

20,51,81,618 

43,40,60,175 


LIABILITIES 
Capital: Paid-up 
Reserve Fund 
Deposits 

Due to Banks and Correspondents 
Bills Payable 
Bills for Collection 
Branch Adjustments etc. 

Acceptances for Customers 
PROFIT 6- LOSS ACCOUNT : 

1,80,68,212 Profit for the year 1,91,51,332 

Less: Transfer to 
Reserve Fund & 

1,35,00,000 Bonus to Staff 1,45,00,000 

45,68,212 Balance to be transferred to Central Govt. 


6.26.58.69.156 

63,06.11,259 
1,20,48,500 

1.50,85,91.012 

3.15,27,93.069 

41,85,06,777 

43.40,60,175 

2,60,40,135 

3,33,09,295 

4,99,08,934 

6.26.58.69.156 


ASSETS 

Cash on Hand and with Banks 
Money at Call Er Short Notice 

Investments in Govt. & Other Securities, 
Shares, Debentures etc. 

Loans, Advances and Bills Purchased 
& Discounted 

Bills for Collection 

Constituents Liability on Acceptances 
Premises 

Furniture & Fixtures 
Other Assets etc. 


31st December, 
1974 
Rs. 

2,80.00,000 

6,45.00,000 

5,42,07,26,672 

19,54.87,032 

12,36,47,529 

52,45,55,548 

18.80,60,360 

57.44,71,934 


46,51.332 

7,12,41,00,407 

65,86,96,912 

5,03,04,450 

1,49,70,80,617 

3,70,54,84,777 
52,45,55,548 
• 57,44.71.934 
2,86,56,722 
3,95,30.288 
4,53,19,159 
7.12,41.00,407 2 
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lion and price control scheme 
for marketing staple fibre 
yam as evolved by the Man¬ 
made Fibre Spinners’ Associa¬ 
tion. 

Birla Jute 

The directors of Birla Jute 
Manufacturing Company have 
recommended an equity divi¬ 
dend of 12 per cent for the 
year ended March 31, 1975. 
The company has submitted 
an application for exempting 
a portion of the dividend de¬ 
clared under section 80-K of 
Income-tax Act of 1961. In 
1973-74 though an equity 
dividend of 16 per cent was 
declared the company had to 
reduce to 12 per cent on ac¬ 
count of the restrictions on 
dividend. The company has 
earned during the year a re¬ 
cord gross protit of Rs 8.28 
crores as compared to Rs 5.88 
crorcs in the previous year. 
The substantial improvement 
in earnings was largely due to 
the generally favourable mar¬ 
ket conditions which were 
prevailing in the jute indus¬ 
try during the iirst half of the 
year under review and the 
overall increase in production 
of cement. 

The unit-wise break up 
of gross profit* showed 
that calcium carbide division 
earned Rs 1.45 crores against 
Rs 1.37 croics, staple fibre 
unit 1.35 crores. against 
Rs 1.55 crores, Satnu cement 
Rs 2,04 crores against Rs 1.90 
crores, Chittorgarh cement 
Rs 1.73 crores against Rs 72.47 
lakhs, jute division Rs 1.93 
crores against Rs 32.53 lakhs. 
However the newly started 
Durgapur cement unit incur¬ 
red a loss Rs 20.70 lakhs. 

The 14 per cent rise in the 
company’s cement output 
from 9.29 lakh tortnes in 
1973-74 to 10.61 lakh tonnes 
in 1974-75, was mainly con¬ 
tributed by record perfor¬ 
mance of the Chittorgarh 
unit. The high quality of 
slag cement being prod uced 
at Durgapur unit was well re¬ 
ceived in the market. Profits 
earned by the company’s 
staple fibre and calcium car¬ 
bide divisions would have 
been n?ore, had there been no 


general recession in demand 
for these products. 

Out of the gross profit, 
the directors have appropriated 
Rs 2,27 crores to depreciation 
reserve as against Rs 1.62 
crores in the earlier year, 
while the allocation to deve¬ 
lopment rebate reserve was 
enhanced to Rs 73.01 lakhs 
from Rs 11.34 lakhs in 
1973-74. Taxation absorbed 
Rs 2.85 crores, Rs 0.47 crore 
more than in the preceding 
year. The net profit, after 
these provisions, was still 
appreciably higher at Rs 2.43 
crores as compared to Rs 1.76 
crores in the preceding year 
which had been transferred 
to the general reserve. The 
proposed dividend will be 
paid out of the general 
reserve. 

During 1974-75, the Birla 
Slag Cement plant at Durga¬ 
pur started production, and 
hud already reached the level 
of 450 tonnes per day against 
the installed capacity of 
500 tonnes. The Durgapur 
factory is the first cement 
unit in the West Bengal and 
is based on slag turned 
out by the Durgapur steel 
plant. Its product has 
been well received in the 
market 

Bally Jute 

Bally Jute Company Ltd. 
has returned to the dividend 
list with the board of direc¬ 
tors recommending an equity 
payment of eight per cent for 
the year ended March 31, 
1975. The company has also 
cleared the preference divi¬ 
dend at 10 percent for 1973-74 
along with the current year's 
payment. Gross profit during 
the year jumped to Rs 1.17 
crores from Rs 12.67 lakhs in 
the previous year. Out of the 
gross profit, the directors have 
set apart a sum of R% 29,72 
lakhs to depreciation reserve 
as compared to Rs 29.87 
lakhs in 1973-74. while an 
amount of Rs 48,.59 lakhs was 
earmarked for taxation as 
against no provision in the 
previous year, A sum of 
Rs 6,67 lakhs, was allotted to 
development rebate reserve. 
The net profit after these 
allocations amounted to 


Rs 32.06 lakhs as against a 
loss of Rs 17.20 lakhs in 
1973-74. The entire surplus 
has been transferred to gen¬ 
eral reserve out of which the 
proposed dividend will be 
paid. 

Syndicate Bank 

The year 1974 was a year 
of all round progress for 
Syndicate Bank. The year has 
been a momentous year for the 
hank not only because it has 
stepped into the golden jubilee 
year but also because it won 
two national awards one in 
the field of small scale in¬ 
dustries and another in the 


The Western India 
Match Co. Ltd* 

General Notice i> hereby given 
to members of the public un¬ 
der Rule4A of the Monopolies 
and Restrictive Trade Prac¬ 
tices Rules, 1970 that The 
Western India Match Co. 
l td., intends to make an app¬ 
lication to the Central Govern¬ 
ment under Section 2lfl) of 
the Monopolies and Restrictive 
Trade Practices Act. 1969 of 
their proposal for the manu¬ 
facture of Industrial Ex- 
plosives and Treated Alu¬ 
minium Powder in the States 
of Maharashtra, Rajasthan 
and Karnataka. 

Any person interested in the 
matter may. if he so desires, 
intimate to the Central Govern¬ 
ment in the Department of 
Company Affairs, Ministry of 
1 aw. Justice and Company 
Affairs, within fourteen days 
from the date* of Publication 
of this Notice, his views, if 
any. with regard to the said 
proposal of the Company as 
also the nature of the interest 
therein. 

FOR THE WESTERN INDIA 
MATCH CO., LTD. 

M.V. HATE 

Director & Secretary 

Reg istered Office: 

Indian Mercantile Chambers 
Nicol Road. Ballard Estate 
BOMB AY-400 038 

July 3, 1975 


field of agriculture—on the 
basis of its performance. It 
is gratifying that bank’s 
pioneering efforts in the fields 
of deposit mobilisation and 
of financing priority and wea¬ 
ker sectors have found a place 
of pride in the comity of the 
premier banking institutions 
of the country. While for its 
role in mobilising the small 
savings, the bank won an 
award of Indian Merchants 
Chamber in 1973 for its role 
in financing and promotional 
activities in the agricultural 
sector, it was awarded a 
National Award by the FJCCI. 
It also w’on the National 


Jay Shree Tea & 
Industries Ltd. 

NOTICE TO THE 
SHAREHOLDERS 

NOTICE is hereby given 
that the 29th Annual General 
Meeting of the Shareholders 
of the Company will be held 
on Wednesday, the 13th 
August, 1975 at 4 P.M. at Birla 
Buildings, 9/1. R.N. Mukher- 
jee Road, Calcutta-700001 
and its agenda has been/will 
be circulated to all members 
of the Company in time. 

The Equity Share Transfer 
Registers (Registers of Mem¬ 
bers) will remain closed from 
2^.7.1975 to 13.8.1975 (both 
days inclusive) for the purpose 
of payment of dividends. 

By Order of the Board 
For JAY SHREE TEA & 
INDUSTRIES LTD 

B.C. B1YANI 
President 

Registered Office : 

Industry House, 

10, Camac Street, 
Calcutta-700017. 

Dated the 18th June 1975. 
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Award from the National 
Alliance of .Young Entrepre¬ 
neurs for its role in assisting 
the young entrepreneurs to 
set up a industry or trade. 

The net profit of the bank 
improved from Rs 118.65 
lakhs in 1973 to Rs 152.13 
lakhs in 1974 recording an 
increase of Rs 33.48 lakhs 
(28.2 per cent). After provid¬ 
ing Rs 85.60 lakhs for bonus 
to staff the bank has trans¬ 
ferred Rs 43.00 lakhs to the 
statutory reserves (28 per cent) 
and Rs 23.52 lakhs to the 
government (6.5 per cent of 
the compensation amount 
paid by government to the 
erstwhile bank). 

The growth in deposits has 
been commendable. Deposits 
have increased from Rs 343.78 
to Rs 426.06 crores during 
the year, an increase of 23.93 
per cent. 

While the overall grovth 
rate was satisfactory being far 
above the growth rate in the 
banking system, the bank's 
performance in the field of 
small saving deserves special 
mention. Under the Pigmy 
and Adarsh Deposit accounts 
alone, the collections during 
the year exceeded the bank’s 
target of Rs 23 crores. Under 
savings bank, the deposits 
have increased from Rs 84.70 
crores to Rs 108.02 crores 
registering an increase of 27.5 
per cent which is very signifi¬ 
cant, as it is indicative ol 
good service rendered to the 
public at its counter*. The 
bank introduced a new de¬ 
posit scheme during the year 
i.c. golden jubilee cash certifi¬ 
cate with attractive features. 
The growth in the deposit 
accounts has also been in 
keeping with the past trends. 
Out of total deposit accounts, 
97 per cent arc small accounts 
with balances of less than 
Rs 5,000, which reflects the 
support the bank has been 
able to get from the coin- 
fluonman. 

During the course of the 
year, total advances of the 
bank have gone up from 
Rs 230.40 crores to Rs 281.37 
crores, i.e. an increase of 
Rs 50.97 ciores. Out of this 
increase, 48 per cent went to 


the priority sectors which 
rose from Rs 106.54 crores 
to Rs 130.98 crores. The bank 
opened 73 branches during the 
year out of which 48 were in 
rural and semi-urban areas, 
14 in urban areas and 11 in 
the metropolitan areas. As 
at the end of the year, the 
bank had 711 branches and 
the bank at present has 728 
branches. The bank intro¬ 
duced a new customer service 
this year namely customer 
tourist service. This has been 
initially introduced in the 
state of Karnataka for the 
bank's customer visiting 
Karnataka on pilgrimage or 
sight seeing. The services are 
at present offered at nine 
designated centres. The bank 
is also offering shortly a new 
service namely rupee travel¬ 
lers cheques. 

Siemens 

Siemens India Limited has 
received from the Controller 
of Capital Issues a consent 
order to isssuc 24,00,000 
fully paid equity shares of 
Rs 10 each as bonus shares 
in the proportion of one 
bonus share for each fully 
paid equity share held by 
capitalising a like amount 
out of the general reserve. The 
approval of the Reserve Bank 
of India has also been receiv¬ 
ed for issue and allotment of 
the bonus shares to the non¬ 
resident shareholders of the 
company. 

Unit Trust 

Unit Trust of India has 
declared a higher dividend of 
8.60 per cent for the year en¬ 
ded June 30, 1975 as com¬ 
pared to 8.50 per cent in the 
preceding year. ’ 

For UTI 1974-75 was a 
difficult year when the opera¬ 
tions were seriously affected 
by the dividend restrictions 
imposed on companies early in 
July 1974 and the subsequent 
increase in interest rates offer¬ 
ed by other savings media 
such as banks, post offices, 
national savings certificates 
and company deposits. The 
steep decline in stock market 
prices also made investors 
disinterested in equity-type 
investments such as the units 
of the Trust. These factors 


resulted in a steep decline in 
the sale of units and also in 
large repurchases as compared 
with the previous year. 

The special tax exemptions 
announced by the government 
early in January 1975 by an 
ordinance resulted in a con¬ 
siderable improvement in 
sales. Repurchases too show¬ 


ed a declining trend. Aggre¬ 
gate sale of units under 
the 1964 Scheme amounted 
to Rs 16.8 crores under 36,255 
applications in 1974-75 as 
against Rs 31.3 crores under 
1,00,069 applications last year. 
Repurchases increased from 
Rs 3.7 crores to Rs 20.4 crores 
during the year under review. 
As on June 30, 1975 units sold 
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and outstanding amounted to 
Rs 147.9 crores against 5.96 
lakhs accounts. There has 
been a net reduction of only. 
Rs 3.5 crores in unit capital. 

The total investible funds 
of the Trust as on June 30, 
1975 amounted to Rs 170.5 
crores, of which Rs 151.3 
crores represented investments. 
The equity portfolio has shown 
a net increase of Rs 3.8 crores 
to Rs 80.4 crores. Its propor¬ 
tion to total investment in¬ 
creased again, from 52.8 per 
cent in 1973-74 to 53.1 per 
cent during the year. 

During the year, the Trust 
sanctioned financial assistance 
of Rs 4 8 crores (Rs 1.9 crores 
to backward areas) to 32 com¬ 
panies as compared with Rs 
7.5 crores (Rs 1.4 crores to 
backward areas) to 27 com¬ 
panies in 1973-74. The total 
amount underwritten by the 
Trust in respect of public 
issues of shares/debenturcs 
which came to the market and 
subscriptions to privately 
placed debentures amounted 
to Rs 5.0 crores in 1974-75, 
as compared with Rs 7.6 
crores in 1973-74. 

The income of the Trust 
for the year 1974-75 is esti¬ 
mated at Rs 13.6 crores as 
compared to Rs 13 8 crores at 
the time dividend was declar¬ 
ed last year. After distribu¬ 
tion of dividend a reserve of 
about Rs 35 lakhs will he in 
the unit holders' appropriation 
account. 

The Trust has introduced 
certain changes in the Unit 
Scheme 1964 and the Child¬ 
ren’s Gift Flan (CGP), 1970 in 
order to make units more 
popular among the investing 
public. Nomination facility 
has now been provided to in¬ 
dividual unit-holders. Also, 
in regard to minors, either 
parent (viz. father or mother 
can now freely make an appli¬ 
cation for investment in units 
on behalf of their minor chil¬ 
dren. 

Units have also now been 
made 4 trustee security’ as a 
result of which various trusts 
will now be able to invest in 
units and secure a better re¬ 
turn on their investments. 


Under the CGP, a female 
child has been given the op¬ 
tion to receive the accumula¬ 
ted savings at the age of 18 
instead of 21. It is also pro¬ 
posed to give prizes to child¬ 
ren under this Plan. The Unit- 
linked Insurance Plan is being 
reviewed to improve its appeal 
to the investing and insuring 
public. 

For the current accounting 
year of the Trust 1975-76, 
which commenced on July 1, 
1975, the Trust has announced 
a special ofFer price of Rs 
10.25 per unit under the Un t 
Scheme 1964. This special 
offer price will remain in force 
till July 31. 

News and Notes 

Precision Bearing India 

obtained the consent of the 
Controller of Capital Issues 
to issue 70,000 equity shares 
ofRs 100 each at a permium 
of Rs 50 per share, as rights 
shares. In giving the consent. 
CX I has stipulated that 4,6374 
shares be offered to the resi¬ 
dent shareholders of the com¬ 
pany and the balacc of 23,626 
shares to the non-resident 
shareholders. The company 
will offer rights shares to 
ihe resident shareholders in the 
proportion of 11:15. 

Somaiya Organics{India) is 
exploring export markets, as 
indigenous capacity and out¬ 
put far exceeds the [current 
demand for butanol and butyl 
acetate. The company is also 
making efforts to diversify the 
product range to enable it to 
better withstand the vicissi¬ 
tudes in the trade conditions. 
The company has placed 
orders for two diesel generat¬ 
ing sets, which are expected 
to be installed before the end 
of this year, as the company’s 
production has been thrown 
out of gear owing to severe 
power cuts and frequent 
failures. 

The output of Tata com¬ 
mercial vehicles manufactured 
by the Tata Engineering and 
Locomotive Company during 
first quarter of 1975-76, was 
higher at 5628 units as com¬ 
pared to 5382 units produced 


during corresponding period 
of last year, 

New Issues 

The Indian pharmaceutical 
industry has an impressive 
record of a twenty fold in¬ 
crease in output since Indepen¬ 
dence. It is now poised for 
gigantic growth in all sectors 
with the expansion of national 
health services to cater to the 
needs of the rural population, 
Uniloids Limited promoted 
with the object of filling this 
gap to some extent, proposes 
to take up the manfactureof 
about 150 tonnes of bulk drugs 
in its plant viz PAS Sodium, 
Isoniuzid, Nicotinamide and 
Thiaceta/one. The company 
will also manufacture formu¬ 
lations such as PAS Sodium 
granules (80 per cent), Isonia- 
zid (100 mg) tablets and Iso- 
niazid (75 mg) and Thiaceta- 
zone (37.5 mg) tablets. The 
product mix will be varied 
from time to time to include 
the latest drugs in the market. 

All the products proposed 
to be manufactured are at 
present in short supply and 
the proposed plant will reduce 
the shortage of life-saving 
drugs to a larueextent. Backed 
by a chemical engineer and 
guided hv a team of young 
executives from different disci¬ 
plines, Uniloids will be a pro¬ 


fessionally managed company. 
The promoters are Dr K. Anji 
Reddy, Mr D. Kamalakar 
Reddy and Mr P. V. Krishna 
Reddy. The plant, located at 
Nacharam industrial area. 
Hyderabad is expected to 
commence production by 
February 1976. 

The total cost of the pro¬ 
ject is Rs 82 lakhs and is being 
met by equity capital of Rs 32 
lakhs and term loans agere- 
giting Rs 50 lakhs. Of the 
total equity of 32 lakhs, the 
promoters have countributed 
Rs 8 lakhs <80,000 shares of 
Rs 10 each). Andhra Pradesh 
Industrial Development Cor¬ 
poration have already subscrib¬ 
ed Rs 1 lakh (10,009 shares of 
Rs 10 each). The present issue 
for cash at par consist of 
2,30,000 equity shares 
of Rs 10 each. Of thi-i. 
40,000 equity shares of 
Rs 10 each have been re¬ 
served for allotment to IDBF 
for cash at par and 5,000 Equi¬ 
ty shares of Rs 10 each have 
reserved for allotment to 
Andhra Pradesh Industrial 
Development Corporation for 
cash at par. The company will 
enter the capital market on 
July 28. with a public issue of 
1,85,000 cquitv shares of Rs 
10 each valued at Rs 18,69,000. 
The entire public issue is 
underwritten. 


Dividends 


Nam? of the 
company 


Higher Dividend 

Western India Ply¬ 
wood 

Tide Water Oil 
Tak Machinery 
United Nilgiri Tea 
Estates 

Same Dividend 

Super Spinning Mills 
Premier Cotton 
Spinning Mills 
Nelli maria Jute 
Svadeshi Mills 
Reduced Dividend 
Laxmi Vishnu 
Rohit Mills 


Year ended 


March 31, 1975 
October 31,1974 
March 31, 1975 

March 31, 1975 

March 31,. 197 5 

March 31, 1975 
July 31, 1974 
December 3L, 1974 

December 31, 1974 
December 31, 1974 


(Per cent) 

Equity dividend 
declared for 

Current Previous 
year year 

* - 9 - 


8.0 

7.<l 

12.0 

10.0 

11.0 

7.0 

18.0 

10.0 

12.0 

i2.0 

12.0 

12.0 

Nil 

Nil 

20.0 

20.0 

12.0 

12.5 

IL.O 

13 o 
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Licences end Letters of Intent 

The following licences and letters of intent were issued 
under the Industries (Development and Regulation) Act 1951 
during the month of February 1975. The list contains the 
names and addresses of the licensees, articles of manufacture, 
types of licences—New Undertakings (NU), New Article (NA): 
Substantial Expansion (SE), Carry on Business (COB) Shift¬ 
ing.and annual installed capacity. Details regardina licen¬ 

ces and letters of intent revoked, cancelled or surrendered are 
also given. The licences and letters of intent issued, in 
the months of March and April 1975 were carried in our 
issues dated June 27 and July 11, 1975 respectively. 

Licences Issued 

Metallurgical Industries (Ferrous) 

Mr Avinash Ragunath Rao Ghorpade, (M/s Shakti Alloys 
Steel Ltd: Karule Building, High School Road, Sangli, Maha¬ 
rashtra—(Miraj, Maharashtra)- M. S. Ingots; Electrode qua¬ 
lity Carbon steels; Forging quality carbon steels; Cold head¬ 
ing quality carbon steels; etc. -4,000 tonnes p.a.—(COB) 

M/s Shew Shankar Engg. Pvt. Ltd; 20, Tara Chand Dutt 
Street, Calcutta—(24-Parganas, West Bengal)—Mild Steel 
Hard Bright Bars—2020 tonnes p.a. —(COB) 

M/s Rajcndra Mechanical Industries Pvt. Ltd; 325, Kalba- 
devi Road, Bombay—(Bombay-Maharashtra)—Steel Pipes— 
1440 tonnes—(COB) 

M/s Ajanta Tubes, D-22, Connaught Place, New Delhi— 
(Ghaziabad-UP)—Steel Pipes Sc Tubes (Black Galvanised)— 
10,000 tonnes—(COB) 

M/s Mahindra Ugine Steel Co. Ltd: Worli Road No. 13, 
Worli, Bombay—(Coiaba-Maharashtra) —High Speed Steel & 
Stainless Steel Bars, Rods & other shaped products -2500 
tonnes; Carbon Constructional steel and Alloy constructional 
steel bright- -5000 tonnes p.a—(SE) 

M/s Vi jay Shree Commercial (P) Ltd; 4-India Exchange 
Place, Calcutta--(Howrah-West Bengal)—Steel Forgings inclu¬ 
ding endeovers Flanges and throwers, etc. —2,400 tonnes- (NU) 

Electrical Equipment 

M/s Systronics (Division of M/s Sarabhai M. Chemicals 
& Electronics (P) Ltd; 89-92, Naroda Industrial Area, 
Ahmcdabad—(Ahmedabad-Gujarat) — Attenuators/Faders—100 
nos; Pulse Generators—100 nos; Pattern Generators--200 nos; 
Transister Testors—100 nos; Frequency Counters—100 nos; 
Digital Voltmeters—100 nos; Function Generators—100 nos; 
Distortion Factor Meters—100 nos; Electrophoresis Appara¬ 
tus 100 nos—(NA) 

M/s The National Radio & Electric Co. Ltd; Unity House, 
8-Mama Parmanand Marg, Bombay—(Bombay-Maharashtra) 
Solid State Inverters—5000 Units; Facia Annuciators—9000 
units; Electronic Relays for Power Line Systems -125 units — 
(NA) 

M/s Kerala State Electronics Dev. Corpn. Ltd; 1133 Sc 
1134, Sasi Vihar, Peroorkada, Trivandrum—(Kerala)—Ther- 
misters/Varisters — 1 mill. nos. p.a—(NU) 

M/s Engineering Project (India) Ltd; Himalaya House, 
Kaslurba Gandhi Marg, New Delhi—(Delhi)- Electric Arc 
Melting Furnace—10 nos; Electric Reduction Furnaces 5 
nos—(NA) 

M/s Bombay Burmah Trading Co. Ltd; Unit-253, A-2, 
Industrial Estate'Ferguson Road, Bombay—(Poona-Maharash- 
tra)—Electronic Desk Calculators—2,000 nos. p.a—(NU) 

M/s Kerala State Electronics Dev. Corpn. Ltd; 1133/1134, 
Sasivihar, Trivandrum— (Trivandrum-Kerala)—Piezo-Elcctric 
Crystals—1,20,000 nos. p.a — (NA) 

M/s Hind Condenser (P) Ltd; 209, Bombay Poona Road, 


Pimpri, Poona—(Pimpri-Maharashtra)—B.T. Power Capaci- 
tors-J,50,000 KVAR; Sewer Reactor—9,000 KVAR; L. T. 
Power Capacitors—60,000 KVAR; Capacitors Mfd,—12,00,00 
nos—(NU) 

M/s Rallis India Ltd; Rail is House, 2t, Raveline Street, 
Bombay—(Muland, Bombay, Maharashtra)—Electric Fans— 
2,30,000 nos—(COB) 

M s Macneill Sc Barry Ltd; 2-Fairlie Place, Calcutta, 
(Alipore, Calcutta W. Bengal)—Industrial type starters—30,000 
nos; Flame Proof type starters—2,600 nos; Industrial type air 
break circuit breakers -200 nos; Industrial type Oil Immersed 
Circuit Breakers - 300 nos; Flame Proof type Air Break Circuit 
Breakers -200 nos; Flame Proof Type Oil Immersed Circuit 
Breakers -250 nos—(SE) 

M/s Rao Insulating Co. Pvt. Ltd; White Field P.O. Banga¬ 
lore—(Whiteficld, Bangalore, Karnataka) & (Gudur, Nellorc, 
A.P,) Printed Circuits Bend Switch Wafers Volume control 
bases valve holders and lease** Relay insulators spool heads 
Radio and Telecommunication spares Wippcr Assemblies and 
Wippcr Blades Neoprene Bakclitc Scales— Rs 110 lakhs; Lead 
Frames—25 Mill. nos. p.a—(SE/NA) 

Transportation 

M/s Spaco Carburettors (India) Ltd; Post Box Ni 13, 
Chinchwad, Poona—(Poona-Mahurashtra)—Carburet tors ■ 
1,20,000 to 4,00,000 nos. p.a-(SE) 

M/s Bharat Earth Movers Ltd; P. B. No. 1783, Bangalore — 
(Kolar Gold Fields, Karnataka) -Articulated Front End 
Loaders of 2 to 5 Cu. Yds.—50 nos—(NA) 

Industrial Machinery 

M/s Madura Mills Co. Ltd; P.B. No. 35, New Jail Road, 
Madurai—(Tumkur-Karnataka) Dvc Springs-3 lakh nos - 
(NA) 

M/s T. Mancklal Manufacturing Co. Ltd; Vuswani Man¬ 
sion, Dinshaw Wachha Road, Bombay -(Vatwa, Ahmcdabad) 
—Gujarat—Automatic Jiggers 144 nos: pneumatic Mangles 
—48 nos; Continuous Rope Bleaching Plants -3 nos; Conti¬ 
nuous Operwidth Rope Bleaching Plants—ft nos: Semi- Conti¬ 
nuous Openwidth Pad Roll Bleach Plants —3 nos: High 
Temperature High Pressure Dyeing Units; Horizontal High 
Temperature Piece Dyeing Unit (Beam Dyeing); High Tem¬ 
perature Skein Dyeing Unit; K-Hcad Revolving Centrifuge 
type; High Temperature Laboratory piece Dyeing Unit; 
Merceriscrs--8 nos p.a; Openwidth Washing, Soaping, 
Developing Sc Print Washing Machines -24 nos -(N.A) 

M/s Casablancas Gannon Engineering Ltd; IAA, Hariali, 
Opp J.N.D. Colony, Bombay Agra Road, Bhandup, Bombay- - 
(Bandhup—Maharashtra) -Complete High Drafting Lquip- 

ment—2000 frames— (N A) 

M/s Rcxroth Maneklal Industries Ltd; Vaswani Mansions, 
D-Vachha Road, Marine Lines, Bombay—(Ahmedabad- 
Gujarat)—Hydraulic Equipments (Pumps, Intensifies Cylin¬ 
ders, etc)—worth Rs 2 crorcs p.a—(NU) 

M/s Coimbatore Premier Corporation (P) Ltd; 262, 
Annasalai Road, Coimbatore—(Coimbatorc-TamiI Nadu)— 
Power Driven Pumps- 5100 nos p.a—(COB) 

Miscellaneous Industries 

M/s American Universal Electric (India) Ltd; Model 
Town, Faridabad —(Faridabad-Haryana)—Press Tools, Jigs, 
Fixtures* Special Accessories, Dies, Moulds, etc—Rs 70,00*000 
p.a—(SE) 

Fertilizers 

M/s The Chairman & Mg. Dir Fertilizer Corpn. of India 
Ltd; F-43, South Exten, Part-1, Ring Road, N-Delhi—(Korba, 
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Bilaspur-MP)—Fertilizer Grade Urea—4,95,000 tonnes— 
(NA) 

Chemicals 

M/s Raj Parkash Chemicals 15-Charmichail Road, 17-Usha 
Kiran, Bombay—(Maharashtra)—Butylc Acrylate —950 tonnes; 
Ethyl Acrylate—700 tonnes; Methyl Acrylate- 850 tonnes; 
2-Ethyl Hexyl Acrylates—100 tonnes; Misc. Acrylates -400 
tonnes— (NU) 

M/s The Standard Mills Co Ltd; Chemicals Division, 
Mafatlal House, Backbay Reclamation, Bombay-20 -(Thana, 
Belapur-Maharashtra Caustic Soda—86,650 tonnes; Liquid 
Chlorine—30,024 tonnes; Hydrochloric Acid—7,500 tonnes- 
(SE) 

M/s Narcndra Explosives—(P) Ltd; Gandhi Road, 
Dehradun—(Lalitpur, Jhansi-UP)— Industrial Explosives - 
10,000 tonnes; Detonators—20 Mill nos; Detonating I use - 
10 Mill Metres: Gun Powder—100 tonnes; Safety Fuse—-10 
Mill Metres—(NU) 

The Murarka Paints & Varnish Works (P) Ltd; 4-L, 
B.B.D. Bagh (East), Calcutta—(Sodepur-West Bengal) • 
Synthetic Resins Alkyds, U.F. and M,F, Resins - 600 tonnes 
p.a—(NA) 

M/s Plastic Resins & Chemicals Ltd; 15-A. Hormman 
Circle, Bombay--(Sahapuram, Arumuganeni, Tirunclveli. 
Tamil Nadu—Benzene—350 K.L—(NA) 

Dye-Stuffs 

M/s Aniline Dye-stuffs & Pharmaceuticals (P) Ltd; 
Mahalaxmi Chambers, 2nd Floor, 22-Bhulabhai Dcsai Road, 
Bombay—-(Thana-Maharashtra) -Optical Whiteners for Syn¬ 
thetic Fibres—50 tonnes p.a (NU) 

Drugs and Pharmaceuticals 

M/s Sarabhai Chemicals, Wadi Wadi. Barodu—(Baroda- 
Gujarat)—Hydroxy Urea Formulation -10 lakh nos capsule* 
—(NA) 

Textiles 

M/s National Textile Corpn. Ltd; 8th Floor, Surva Kiran 
Building, 19, Kasturba Gandhi Marg, (Curzon Road), New 
Delhi—(Sorepora, 24-Parganas; West Bengal)- Cotton Yarn 
25,000 Spindles—(SE) 

Paper and Pulp 

M/s Nagaland Forest Products Ltd; P.O. Dimapur, 
Nagaland—(Tuensang-Nagaland)—Plywood of all types in¬ 
cluding Blackboards and Flushdoors—1.8 Mill Sq Metres on 
4mm basis p.a—(NU) 

M/s Indian Industrial Development Enterprises, 324-F, 
Greater Kailash, New Delhi— (Guna—Madhya Pradesh) - 
Writing & Printing paper—10.000 tonnes p.a—(NU) 

Mrs S. Gupta, 49, Idgah Hills, Bhopal—(Jahaipur- 
Madhya Pradesh)—Writing & Printing Paper-L0,000 tonnes 
p.a—(NU) 

M/s Industrial Products Company, 2-Camac Street, 
Calcutta—Vidisha-Madhya Pradesh)—Writing & Printing 
Paper—10,000 tonnes p.a—(NU) 

Mr Ravi Poddar, 36-Chowringhec Road, (Calcutta 
Bihar)—Pulp—6000 tonnes; Packing & Wrapping Paper 
6000 tonnes (NU) 

Mr B.R. Barwala Jaim, Sardar Patel Road, Jalna (Maha¬ 
rashtra)—(Ambed-Muharashtra)—Wrapping Paper & Packing 
Paper—6000 tonnes p. a—(NU) 

Sugar 

M/s Delhi Cloth & General Mills Co Ltd; Post Box No. 


5712, Sanskriti Bhavan, Jhandcwalan, New Delhi—(Daurala, 
Meerut-UP)—Sugar: 4003 tonnes of Cane Crushing capacity 
per day—(SE) 

M/s Delhi Cloth & General Mills Co Ltd; Post Box No. 
5712, Sanskriti Bhavan* Jhandewallan, New' Delhi -{Mawana, 
Mcerul-lJP) -Sugar: 4250 tonnes of Cane Crushing Capacity 
per day—(SE) 

M/s E.f.D. Parry Ltd; ‘Dare House', Madras-!--(NeIli- 
kuppam-Tami! Nadu)---Sugar: 4030 tonnes of Cane Crush¬ 
ing capacity per day—(SF) 

M/s The Icy pore Sugar Co Ltd; \Jothi\ 6 34. Race Course, 
Coimbatore—Chagallu. West (Godavari.-Andhra Pradesh) 
Sugar : 5000 tonnes of Cane Crush ini! Capa v it\ per dav - 
(SE) 

Fermentation Industries 

M/s Duncan Gilroy & Matherson India Ltd; 120-Ansal 
Bhavan, J 6, Kasturba Gandhi Marg, New Delhi - (Andhra 
Pradesh)—Malt Whisky- -6,75,000 litres p.a—(NU) 

M/s Banco Engineers, 26-Capri. 9-Manav Mandir Road, 
Malabar Hills. Bombay—(Chandarpur-Maharashtra)- -Beer— 
<0000 H.L-(C OB) 

M/s Jammu & Kashmir Industries Ltd. Srinagar — 
(Anantnag-J & K> Beer -50,000 HCL; Potable Spirits- 
12.000 HCL; Glass C ontainers 15,000 tonnes - (C OB) 

M s Himachal Pradesh. Mineral & Industries Develop¬ 
ment Corporation Ltd; Simla (Kangra-Himachal Pradesh)— 
Beer 50.000 HC L—(COB) 

M/s Assam Industrial Development Corporation Ltd; 
Silpukkuni. Gauhati— (Bonguiguon-Assam) Beer—50,000 
HCL (COB) 

M ; s Mathur Breweries & Distilleries Pvt Ltd; Mon 
Repose Arthur Bunder Road, Colaba, Bombav—(Colaba- 
Maharashtral -Beer - -50,000 HL p.a -(COB) 

M s Standard Breweries Ltd; (Under Incorporation), 
201, Akash Deep. Barakhama Road, New Delhi) (Bhopal- 
Madhya Pradesh)Becr -48,000 HCL- (COB) 

Mr N.M. Irani. Mg Dir., M s Associated Breweries & 
Distrilleriev, Mchcr House. Patel Street. Bombav-1 —(Thana- 
Maharashtra) - -Beer 50.000 HCI (COB) 

M/s The C entral Distillery & Chemicals Works Lid; 4534, 
\|mcri Gate, Delhi -(Meerut-UP) Beer -50.000 HCL — 

I COB) 

M/s Hindustan Breweries & Bottling. Mills. 101, Akash- 
deep Building, 26-A. Barakhamba Road, New’ Delhi- Beer— 
<0.000 HCL “ (COB) 

Mr K. II. Parekh Rajasthan Breweries Ltd: Ramganj 
Mandi Kota (Udaipur-Rajashthan) - Beer- 45,000 HCL— 
(COB) 

M/s Artos Breweries lad; Ramachandrapura, Fast Goda¬ 
vari, AP -(Ramchandrapuram-APF Beer—5,000 HCL— 
(t OB) 

Food Processing Industry 

Mr B K. Sahuni, c/o M/s Since Krishna Flour Mills. 
Rockdcrc Estate, Tradevi, Mahasu, IIP—(Broti-Himachal 
Pradesh)-* Wheat Products—18,000 tonnes p.a—(NU) 

Leather, Leather Goods & Pickers 

M/s Tamil Nadu Small Industries Corpn. Ltd; 26-whitcs 
Road, Madras -(Tamil Nadu)—Finished Leather from Skins 
- 3.400 nos p.a; Finished Leather from Hides—1,97,250 nos; 
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F:.I / VVet Blue Chorine Tanned Hides—60,500 nos— 

(COB) 

Cement and Gypsum Products 

M s Hyderabad Asbestos Cement Products Ltd — (Ballabh- 
garh-Haryana) Asbestos Textile, Yarn Packing Cloth Roof¬ 
ing Grade & Lagging 1300 tonnes; Locomotive Matteresscs/ 
and Flooring Sheets* -200 tonnes: Jointings/Limpet Sheets- 
1700 tonnes; Asbestos Mills Board—600 tonnes; Asbestos 
Moulded Thermal Insulation Articles, i.e. Pipe Sections 
Blocks, Rope, Lagging and Special Composition- 800 tonnes 
p.a—(NU) 

Letters of Intent 

Metallurgical Industries (Ferrous) 

M/s Khira Steel Works Ltd; Khira Bhavan, Sandhurst 
Bridge, Bombay -(Poona-Maharashtra)— Freight Containers 
(Shipping)- 3,600 nos p.a— (NU) 

M/s Bajrangbali Lngg Co (P) Ltd; 66-G.T. Road, Liluah, 
Howrah —(Liluah, Howrah. W.Bengal) -Rim Sections—10,000 
tonnnes; Locking Ring Sections & Flange Sections—1000 
tonnes —(NA) 

M/s Kerala State Indl. Dev. Corpn. c/o Mr A. P. Mcnon, 
111, Anandlok. New Delhi -(Kerala Steel Ltd. Allcppev)— 
(AlleppcN-Kerala) -Mild & Alloy Steel Ingots/Billets -18,000 
tonnes—(Nil) 

Mr A. K. Kajaria, 48-BipIab Rash Behari Basil Road, 
Calcutla-1—(West Bengal)—-Cast lion Ingots Moulds -12,000 
tonnes;Grey Iron Industrial Castings-—3,000 tonnes—(NU) 

Klcctrical Equipment 

Mr B. Kohli, S-50 Greater Kailsh-L New Delhi (Mathura 
Road, l aridabad. Hurt ana)—Single Sided Printed Circuit 
Boards- 1000 Sq metres; Double Sided Printed Circuit Boards— 

3.500 sq metres; Mulli-I aver Printed Circuit Boards—5,00 Sq. 
Metres; Total -5.000 Sq Metres (NU) 

Mr Kalyanji Narasay, c/o Khcmjec & Co, Western India 
House, 17-Sir P. M. Road, Bombay—(Gujarat)- Silicon Power 
Diodes (100 to 3000 Amps)- 9.000 nos p.a; Silicon Controlled 
Rectifiers (180-2-200A)—9000 nos p,a (NU) 

M/s Central Electronics (P) Ltd: N-I08, Panehshila Park, 
New Delhi (Okhla New Delhi)--L T. & li.T. Power Capaci¬ 
tors- -300,000 KVAR -(SE) 

Telecommunications 

M/sJ & K State Industrial Development Corpn Ltd; Haft 
Chiner, Srinagar- (Srinagar-J & K)-TV Receivers- 5,000 
nos—(NU) 

M/s Easiness Combine lad: 78-B, Dr Anne Bcsant Road, 
Worli Bombay-- (Bomba>-Maharashtra)- -Propeller Shafts— 

25.500 nos; Double Caiden Joints- -25000 nos; CcnLre Bear¬ 
ings —l lakhs nos; Steering Shafts—15,000 nos; constant 
Velocity Joints—15,000 nos p.a -(NU) 

Transportation 

M/s Andhra Pradesh Industrial Development Corporation 
Ltd; P.B, No. 1. Patch Maidun Road, Hyderabad. --(Andhra 
Pradesh) Biakc Lining—30 M. Tonnes; Clutch l acings—40 
M. Tonnes (NU) 

M s Sieco Mamifacturcrs. Mysore Bank Building, 377, 
NSC Bose Road. Madras (Mysore Karnataka)—Fuel Injection 
Test Benches- i00 nos; Nozzle Jesters—1000 nos; Nozzle 
Reconditioning &'Lapping Machines -150 nos; Service Tools 
—1000Sets (Six numbers in each)—(SE) 

M/s Standard Radiators (P) Ltd; 1/12, Industrial Estate, 
Baroda.(Gorwa-Baroda, Gujarat) -Radiators (with the per¬ 


mission to manufactuting Matching Quantity of Pressure Caps 
per captive consumption),—36,000 nos—(SE) 

Inustrial Machinery 

The rriveni Engineering Works Ltd; 1107, Ansal Bhavan, 
16-Kasturba Gandhi Marg, New Delhi—(Banglore-Karnataka) 
--Hydraulic Equipment for Sugar Plants—40 nos p.a—(NA) 

M/s Elecon Eugg Co Ltd; Vallabh Vidya Nagar, Gujarat 
—(Vallabh Vidyanagar, Gujarat)—Conveying Equipment—500 
tonnes p.a- (SE) 

M/s A.B.C. Bearings Corpn A—J89, Defence Colony, New 
Delhi—Bulandshar-UP) -Ball Bearings—10 lakh nos—(NU) 

M/s Metal Box Co of India Ltd; Barlow House, 59-C, 
Chowringhee Road, Calcutta—(Calcutta-West Bengal)—Ball 
Bearings—56,00,000 nos p.a; Cylindrical Roller Bearings — 
12,00,000 nos. p.a; Tapered Roller Bearings -12,00,000 nos 
p.a—(NA) 

Machine Tools 

M/s Voltas Limited, 10-Grahain Road, Ballard Estate, 
Bombay—(Thana/Bombay-Maharashlra)—Special Toolings, 
Accessories and Attachments for workpiece locating, clamp¬ 
ing and driving-Mechanical & power operated—H00 nos. 

Specialised Accessories, attachments and special tollings, 
mechanical and power operated for tool holding—3000 nos; 
Special machining and Measuring Aids for Machine Tools— 
200 nos; Precision components and Sub-assemblies for 
Machine Tools.—3000 nos. Machine Tools—(a) Gear 
Tooth Deburring Machine-150 nos; (b) Gear Tooth 
Chamferring Machine 150 nos; <c) Lapping Machines 
--150 nos; (d) Turret type Drilling Machines 150 nos; (c) 
Die and punch shaping machines—150 nos: (f) Modular type 
Unit Heads Special purpose machines—150 nos 

M/s Addison & Co Ltd; Machine Tools, 158, Mount Road 
Madras-2—(Madras- Tamil Nadu)—Tool and Cutter Grinders 
—600 nos p.a—(S.E.) 

Agricultural Machinery 

M/s Patel Tractor Co. Station Road, Anand Gujarat— 
(Anand-Kaira, Gujarat)—Tractor Mounted Pesticide Equip¬ 
ments-900 nos p.a; Self Priming Pesticide Equipments— 

2,500 nos p.a—(NU) 

Chemicals 

M/s Searsolc Chemicals Ltd; 175/B, Rajpur Road, 
Dehradun—(Dehradun-UP)—Precipitated Calcium Carbonate 
—3,300 tonnes; Activated Calcium Carbonate—1,700 tonnes 
p.a —(SE) 

Mr S. Gokul, Bangalore—(Bangaiore-Karnataka)—Ex¬ 
truded Foam Plastic Rigid Board—12,000 tonnes p.a— 
(NU) 

M/s Colour Chem Ltd; Ravindra Annexe, Dinshaw Vachha 
Road, 194, Churchgatc Reclamation Bombay—(Tbana- 
Maharashtra)—Butyl Acrylate—1500 tonnes; Other Acrylates 
—500 tonnes (NA) 

M/S Southern Steels Ltd: 3-Brabourne Road, Calcutta-1— 
(Tinsukhia-Assam)—Carbon Black (Bases on Coal Process)— 
15,000 tonnes p.a- (NU) 

M/s Eastern Air Products (P) Ltd; 182, Industrial Estate 
Govindpura, Bhopal—(Bhopal-Madhya Pradesh)—High Purity 
Nitrogen Gas.—2.2 MCM; Low Purity Nitrogen Gas—6.6 
MCM Oxygen Gas—J .8 MCM—(SE) 

Mr P.L. Annamalai, Salem—(Karnataka)--Furfural—10,000 
tonnes p.a—(NU) 

Mr B.N. Kalani, II, Tukaganj Main Road Indore— 
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(Indore-Madhya Pradesh}—PVC Floor Coverings—25 lakhs 
nos p.a~*<NU) 

M/s The Indo-Burma Petroleum Company Limited, 
Hindustan Times House, 18*20, Kasturba Gandhi Marg, New 
Delhi—-(West Bengal)—Carbon Black based on Feed Stock— 
15,000 tonnes—(NU) 

Mr H.K. Shah, Ramon House, 169, Backbay Reclamation. 
Bombay—(Sylvassa, Nagar Haveli)—Phenol based on the 
Toluene Route—10,000 tonnes p.a—(NU) 

M/s Cynamid India Ltd; Nyloc House, 254-D, Dr Annie 
Besant Road, Post Box No 9109, Bombay—(Bulsar-Gujarat) 

—Cytrolane (Mephosfolan) Technical Sc Cyoiane Technical— 
250 tonnes p.a; Phoratc (Thimet) Technical —450 tonnes p.a; 
Accothion (Eenitrethion) Technical—200 tonnes p.a; Methyl 
Demeton Metasystex) Technical—75tonnes p.a; Formulations 
based on cytrolane Sc Cyoiane Technical—125 tonnes (in 
terms of Technical material)—(NA) 

M/s National Organic Chemical Industries Ltd; Mafailal 
Centre Nariman Point, Bombay —(Thana, Belapur, Maha¬ 
rashtra)—Azodrin (Monocrotophos); Bidrin (Di-crotophos); 
Birlane (Chlorofenvinphos); Vapona (DDVP); Total- 1KXJ 
tonnes p.a—(NA) 

M/s Orient Polymers & Synthetics Limited, 20-A, Caniac 
Street, Calcutta—(Tarapore, Maharashtra)—Resins —2,000 
tonnes; Dimer Acid—500 tonnes—(NU) 

MsVimal Kumar, N-8—N-Block, Greater Kailash, New 
Delhi*—(Purulia-Wcst Bengal)—Oxygen-1 Mill CM D 
Acetylene-0.2 mil CM—(NU) 

M/s Jayalakshmi Chemicals Industries, Tanuku, Andhra 
Pradesh— (Tannku-Andhra Pradesh)—BHC Technical -3000 
tonnes—(NU) 

Dye-Stuffs 

M/'s Suhrid Geigy Ltd; Post Box No 48, Wadi Wadi, Bombay 
—(Ranoli, Baroda, Gujarat)—Optical Whitening Agcnts -680 
tonnes p.a- Cyanuric Chloride—600 tonnes—(SE) 

M/s Hickson Sc Dadajec Ltd;Shree Pant Bhuwan, Sandhurst 
Bridge, Bombay—(Bombay-Maharashtra)—Optical Whitening 
Agents--250 tonnes p.a—Meta Nitro Para Toluidine -150 
tonnes p.a—Para Toluidine (New Article) 300 tonnes p.a— 
(SE/NA) 

Drugs Sc Pharmaceuticals 

M/s Synbioties Ltd; PB Box No 129, Wadi Wadi, 
Baroda—(Baroda-Gujaral)—Neomycin Sulphate—3000 K«n 
(SE) 

M/s Synbioties Ltd; PB No 129, Wadi Wadi, Baroda - 
(Baroda-Guj&rat)—Streptomycin Sulphate—170 tonnes p.a— 
(SE) 

M/s Bayer (India) Ltd; Express Tower, Nariman Point. 
Bomay—(Balkum, Thana, Maharashtra)—Chloroquinc Phos¬ 
phate—36 tonnes p.a—(SE) 

Mr P.J. Menezes, Rua S Tome, Paiyim, Goa~(Rua S 
Tom-Goa)—Levophed-8 Kgs; Phenylephrine—50 Kgs Glyco- 
biarsol—:2.5 tonnes; Sodium Polyhydroxy Aluminium 
Monocarbonate Hexatol Complex—20 tonnes Naldixr: Acid- 
2.5 tonnes—(NA) 

M/s Ranbaxy Laboratories Limited, Okhla—(Ropar-Punjab) 
—-Ampicillin Trihydrate based on 6 APA—5 tonnes pa- - 
(NA) 

Textiles 

M/s Coimbatore Pioneer Mills Ltd; Post Box No 829, 


Pee lamed u PO, Coimbatore— (Erode-Coimbatorc, T. Nadu) 

Yarn and Fabric Processing—30 Mill sq mures—(NA) 

M/s Swan Mills Ltd: Hindustan Times House, 2nd Floor, 
Kasturba Gandhi Marg, New Delhi—(Bombay-Maharashtra)— 
looms for manufacture of industrial Fabrics! looms for 
manufacture of Terry-Towelling Cloth; looms for manufacture 
of cotton fabrics—(SE) 

M/s Ramacast Limited, 12 Government Place East, Cal¬ 
cutta-1—(Champaran-Bihar)—Cotton and/or Man-made Fibre 
Yarn —25,000 spindles—(NU) 

M/s Kumar Woollen Mills. 84 6. Fu/ulganj, Kanpur— 
(Unnao-Uttar Pradesh)—Shoddv Yarn--600 * .hodd\ spindles— 
(NA) 

Food Processing Industries 

M/s Rallis India Ltd; Rallis House. 21. Raveline Street, 
Bombay—(Not given)—Processed Marine Products -5000 
tonnes p.a --(NU) 

Mr Damodar Lai Mittal. 38-Ulsoor Road, Bangalore-2,' - 
(Karnataka)—Whole Milk Power—1000 tonnes; Infant Milk 
Food (Standard) -1500 tonnes; Ghee -1,250 tonnes: Skim 
Milk Powder -500 tonnes - (NU) 

Mr S.S. Vasan, Flat D-1I; 3 F, Jai Chou Flouse, Quarry 
Bay Street, Hong Kong - (M/s Cosmos Marine Products (P) 
Ltd)— (Mandapam—Tamil Nadu) - Processed Marine Products 

3,000 tonnes p.a.(NU) 

Mr S.L. Jindgar, 119. Malvia Nagar, Biiopal—(Raiscn. 
Madnya Pradesh) -Maize Products 30.000 lonnes in terms 
of Maize---(NU) 

Vegetable Oils & Vanaspari 

M/s Jayant Oil Mills. 480-82, Makcrpura industrial Area, 
Baroda- (Gujarat)—Castor Oil—12,500 tonnes in terms of 
Castor Seeds—(NU) 

Mr Dilip Kumar Hansraj Morajaria, C/o Shree Raghuvir 
Industries, 4-Km Jamnagar Road. Ind. Zone, Madhaper 
Rajkot- (Rajkot-Gujarat)--Cotton Lint: Cotton Seed Oil: 
Colton Seed C ake: Cotton Seed Husk- -15.000 tonnes in terms 
of cotton seed - *(NUi 

Changes in Names of Owners or Undertakings 

(Information pertains to particular licences only) 

From M s Diamond Dies Mfg. Corporation. Bangalore, to 
M/s Diamond Dies Mfg. Corpn. Ltd; Bangalore. 

Letters of Intent Cancelled, Revoked, 
Lapsed or Withdrawn 

(Information pertains to particular letters of intent only) 

M/s Agni Engineers Sc Processors Pvt. Ltd: New Delhi.— 
Broaching Tools. (Lapsed) 

Mr Mahavir Prasad Taparia, Bombay -Dry Cell Batteries. 
(Cancelled) 

M/s Bharat Steel Lubes Ltd; New Delhi.—Hot Rolled 
Steel Strips Skelp.—(Cancelled) 

Punjab State Indl. Dev. Corpn Ltd; Chandigarh---High 
Duty Alloy Iron Castings -(Cancelled) 

Mr Surcsh Kantilal Jasni c/o Ecotech, Bombay—Hydraulic 
F;q uipmen t —(La psed) 

M/s Crescent Agencies (P) Ltd; Bombay.—Carburettors.— 
(withdrawn). 

Mr Jashhhai M. Patel, Bombay—Thermoplastic Extru¬ 
ders—(Lapsed) 
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Erosion of 6SP 
benefits 

All the developed countries 
that agreed to be donors under 
the proposal for a Generalized 
System of Preferences (GSP) 
adopted at the first session of 
the United Nations Conferen¬ 
ce on Trade and Development 
(UNCTAD) in 1964 have bv 
now — following the pro¬ 
mulgation of the US plan in 
April--introduced their indi¬ 
vidual GSP schemes. 


countries may have a compara¬ 
tive advantage and have re¬ 
duced the beneficial effects of 
the preferential tariff cuts. 
Easing the limitations, by in¬ 
creasing the size of the quotas 
as well as by expanding the 
list of eligible items, would 
enhance the beneficial effects 
of the schemes for the recipient 
countries. 

If the current Multilateral 
Trade Negotiations (MTN) 
{IMF Survey. March 10, 
1975) result in a global 
reduction in tariffs, then the 
preferential margins would be 
reduced, thus reducing the be¬ 
neficial effects of the existing 


schemes. Therefore, an easing 
of the quantitative limitatoins 
would become all the more 
important in order to compen¬ 
sate beneficiary countries for 
possible reductions because of 
global tariff cuts that may 
result from the MTN. 

However, despite their 
restrictiveness, the schemes 
may indirectly stimulate 
exports from developing 
countries by drawing atten¬ 
tion to the possibility of 
exporting to developed count¬ 
ries, and thereby promoting 
exports that could take place 
profitably even over the tariff 
walls but may not have done so 
because of market ignorance. 
Secondly, importers in donor 
countries may be induced to 
establish subsidiary production 
out lets and marketing channels 
in the beneficiary countries 
to take advantage of cheaper 
sources of supply. However, 
these indirect economic sti¬ 
muli are unlikely to make up 
for the basic structural limita¬ 
tions of the schemes implicit 
in quantitative restrictions and 


exclusions. (Table I) 

The countries that have put 
into operation the preferential 

countries include : Australia, 
Austria, Canada, the European 
Economic Community, Japan, 
New Zealdnd, the Nordic 
countries, Switzerland, and the 
United States. Some socialist 
developed countries of eastern 
Europe, including Bulgaria, 
Czechoslovakia, Hungary, and 
the Union of Soviet Socialist 
Republics, also have implemen¬ 
ted preferential schemes. The 
United Kingdom, Denmark, 
and Ireland replaced their 
schemes with that of the EEC 
upon joining it on January 1, 


1974. 

The GSP schemes under 
which developed countries pro¬ 
vide preferential treatment to 
imports of manufactures and 
semimanufactures combine the 


basic features -product cover¬ 
age, depth of tariff cut, tariff 
quotas, safeguard measures to 
protect domestic industry, and 
the rules of orgign—in different 
ways to achieve the objective 
of increase in exports of less 


Zero Tariff 

Under these schemes, im¬ 
ports of a large number 
of manufactures and semi¬ 
manufactures from develop¬ 
ing countries arc permitted 
at zero or reduced tariff 
rates up to a certain maximum 
amount. The full tariff rates 
continue to apply to imports 
from other countries. An 
underlying assumption of the 
GSP has been that a preferen¬ 
tial treatment of imports from 
developing countries would 
promote exports of manufac¬ 
tured and semi-manufactured 
products from these countries. 

A recent , study of these 
schemes indicates that, from the 
partial coverage on which the 
study is based, the anticipated 
benefits of the GSP have been 
only partly realized. The basic 
shortcomings of the various 
GSP scheme, as implemented, 
have been the quantitative limi¬ 
tations built into them. These 
limitations, motivated by do¬ 
mestic considerations in donor 
countries, have tended, in 
effect, to restrict the import of 
products in which developing 



Yesterday • To-day • Always 
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developed countries (prefe¬ 
rence-receiving) without ma¬ 
terially harming the domestic 
competitors in developed (pre¬ 


ference-granting) countries. 

All schemes of preferences 
provide for safeguard mecha¬ 


nisms so that preference-giving 
countries may retain some 
degree of control over the 
trade which might he generated 


by the new larilT advantage* 
Such safeguard provisions can 
be classified into two broad 
categories: a priori limitations 


Tabu, t 

Tariff Cuts Generalised System of Preferences Schemes 


fTarifi cuts in per cent; 

GSP status denoted by letters (see Note)] 



EEC 1 

Japan 3 

Norway 

Finland 

New Zealand 3 

Leather goods, semimanufactured 






and manufactured 

68; F 

15.0; PT, INC 

13 n. PT 

12.4; PE 

13.5: PI, INC 

Rubber and products 

7.3; F 

9.1; PT 

13.2: PT 

12.7; F 

29.3; INC 

Wood and cork in rough 

3.9; F 

3.8; F 

0 0: 1 

0.0: F 

0.0: EXC 

Wood panels 

12.7: INC 

18.0; PT 

11.0; F 

2.5; F 

42.5; FXC 

Wood and cork, semimanufactured 

5.3; INC 

9.0. PT 

6.6; F 

3.7; F 

37.3; EXC 

Wood and cork, manufactured articles 

7.9; EXC 

11.4: PT 

6.1: F 

5.4; F 

47.5; PT 

Paper, pulp and paper waste 

2.8: F 

5.0: F 

0.0; F 

0.0: F 

0.0; EXC 

Paper and paperboard 

10.6: F 

9.2; F 

2.5; I 

6.0; F 

26.4; PT, INC 

Pulp, paper, manufactured articles 

12.4; INC 

7.0; PT 

8.4; F 

10.8; F 

38.6: PT, INC 

Wool and its fabrics 

11.5; I XC 

7 0; I 

6.1; PT 

10.3; PT 

30.9; FXC 

Cotton yarn 

7.4; INC 

7 S, F 

5.0; PT 

10.9; EXC 

15.9; F 

Cotton fabrics 

13.0; INC 

11.2; INC 

16.9: PT, INC 

24.4; EXC 

19.5; F 

Jute yarn 

8.0; FXC 

10.0; 50 PC 

0.0: PT 

12.6: F 

5.0; F 

Jute fabrics 

19.0: EXC 

20 0; 50PC 

0.0; PT 

21.2; FXC 

23.0; F 

Clothing and clothing accessories 

11.6; PT 

17 3; PT, 50PC 

22.8; PT, INC 

36.7; PT 

44.6; EXC 

Glass and glass products 

13.4; F 

10 0; r 

10.0: 1 

26.4; F : 

21.5; PT, INC 

Precious stones, metals, and their pro* 






ducts 

12.5; F 

11.0; INC 

5.7; I 

5.2; 1 

26.7: PT 

Iron and steel, unworked 

4.5: PT 

5 v I 

12.S; F 

5.4; 1 

0.0; EXC 

Iron and steel semimanufactured 






products 

6.8; F 

10 2; F 

7.3; PT 

6.4; F 

22.8; EXC 

Ferroalloys 

5.6; EXC' 

7 5; F 

0.0; F 

11.0; F 

0.0; EXC 

Copper, semimanufactures 

7.4; PT 

16 .v F 

4.8; 1 

4.1; F 

25.0; PI 

Nickel, semimanufactures 

5.1; F 

14.5; F 

5.0; F 

2.0: I 

15.3; F 

Lead, seminanufactures 

9.2: 1 

15 6. ! 

5.0; F 

1 .8: F 

26.5; FXC 

Tin, semimanufactures 

4.8; F 

0.5: f 

5.0; I 

1 .8; F 

23.1; INC' 

Aluminum, semimanufactures 

10.9; F 

14 4. 1 

11.4: 1 

3.1. F 

20.9: EXC 

Zinc, semimanufactures 

9.2; INC 

10 4: I 

5.5; F * 

1.0; r 

17.8; INC 

Household equipment 

7.8; I 

14 0. 1* 

6.9; 1 

9.0; F 

42.5; PT, INC 

Products derived from coal, petroleum 

4.5; PT 

11.5. PT 

5 3; V 

5.0; 1 

10.0; PT, INC 

Plastic products 

11.1; 1- 

12.2. 1 

15.7; F 

16.1: PT 

27.9; INC 

Organic chemicals n 

8.1; F 

10.9; F 

14.3: PT 

17.1; 1 

17.9: F 

Chemical elements, inorganic 

5.6: 1 

S. 5; F 

10.6; 1 

7.8; PT 

5.8; PT 

Tanning materials 

6.7: PT 

6.5: F 

12.5: 1 

0.0; F 

22.5; FXC 

Colouring materials 

6.9; F 

10.1; F 

2.8: 1 

4.8; I 

3.5; F 

Paints, varnishes, etc. 

6.8; 1 

9.1. 1 

10.3; I 

8.5; I 

39.4; PT 

Essentia) oils, perfumes and materials 

5.8; F 

<S 9. F 

6.4: F 

0.0; I 

27.2; PT 

Other chemicals, semimanufactured 

5.2; F 

8 *: F 

12.1; F 

5.4. PT 

15.1 : PT. INC 

Electrical machines, apparatus 

8.4;INC 

10 5; F 

7 5; PT 

9.7; PT 

27.1 ; PT. INC 

Non-electrical machinery 

6.2; F* 

10 8; PT 

S. 7; V 

7.9: F 

39,8; INC 

Footwear 

11.1: INC' 

174:50PC 

17. 1: 1 \C 

J4.2; PT 

38.2; FXC 

Travel goods, handbags, etc. 

F3; F 

13 3; 1 

21.4; F 

14.4; EXC 

50.0; EXC 

Furniture 

8.2; INC 

12 V PT 

8.3; 1 

9.6; F 

41.9; EXC 

Toys 

11.3; INC' 

10.S; PT 

8.8: 1 

10.8; PT 

39.4; PT, INC 
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and the application of escape 
clauses. 

The a priori limitation for¬ 
mula is applied by the ELC 


and Japan with respect to 
products in Brussels TarilT 
Nomenclature (BTN) chapters 
25-J9 while applying escape 


clauses for chapters 1-24. All 
other countries use the escape 
clause for all types of products 
The a priori limitation formula 


is intended to regulate prefer¬ 
ential imports on the basis of 
past trade performance of 
beneficiaries (basic amount) 


Tabli: I 

Tariff Cuts Generalised Preferences Schemes —Cout cl. 


Sweden Canada 4 Switzerland Austria Australia* United States 


Leather goods, semimanufactured and manu¬ 


factured 6.8; PT 

Rubber and products 8.7; PT 

Wood and cork in rough 0.0; F 

Wood panels * 3.3; F 

Wood and cork, semimanufactured 2.1; F 

Wood and cork, manufactured articles 3.9; F 

Paper, pulp and paper waste 0.0; F 

Paper and paperboard 2.5; F 

Pulp, paper, manufactured articles 3.8; F 

Wool and its fabrics 8.0; PT 

Cotton yarn 8.9; PT 

Cotton fabrics 13.8; PT 

Jute yarn 8.0; PT 

Jute fabrics 9.5; PT 

Clothing and clothing accessories 14.6; PT 

Glass and glass products 9.0: PT 

Precious stones, metals, and their products 2.2: 1 : 
Iron and steel, unworked 3.4; F 

Iron and steel semimanufactured products 5.9; PT 

Ferroalloys 2.3; F 

Copper, semimanufactures 3.1; F 

Nickel, semimanufactures 1.5; F 

Lead, semimanufactures 0.0; F 

Tin, semimanufactures 1.5: F 

Aluminum, semimanufactures 3.2; F 

Zinc, semimanufactures 0.0: F 

Household equipment 5.3; F 

Products derived from coal, petroleum 0.9: F 

Plast ic products 10.0; F 

Organic chemicals 9.0; F 

Chemical elements, inorganic 4.3; F 

Tanning materials 3.0; F 

Colouring materials 0.0: F 

Paints, varnishes, etc. 5.8; F 

Essential oils, perfumes and materials 0.0; F 

Other chcmtcalfj, semimanufactured 6.8; F 

Electric'll machines, apparatus 6.2; PT 

Non-elcetncal machinery 5.1; F 

Footwear 12.1; PT 

1 ravel goods, handbags, etc. 9.7; F 

Furniture 8.8; F 

Toys 5.4; F 


16.4; PT, JNC 

4 2: F 

9.2; INC 

10.2; EXC 

16.4;F 

16.6; PT. INC 

2.8; F 

14.0; INC 

28.3; PT 

9.3; F 

13.0; INC 

2.3; F 

5.1; INC 

0.0; PT 

7.0; F 

13.8; INC 

18.7; F 

17.0; INC 

40.0; EXC 

12.6: F 

10.2; INC 

4.9; F 

7.1; INC 

37.5; PT 

6.6; F 

16.2; INC 

7.0; PT 

10.5; INC 

35.0; EXC 

10.4;F 

0.0; INC' 

2.4; F 

5.2; INC 

0.0; EXC 

0.0; F 

13.5; INC 

12.9; F 

14.8; INC 

24.0; EXC 

6.2; F 

16.0; INC 

11.1; F 

19 1; INC 

18.2; PT 

6.7; F 

14.9; EXC 

4.6; F 

13.1; INC 

11.6; PT 

22.3: EXC 

14.2; EXC 

5.6; F 

11.2; EXC 

0.0; PT 

11.6; EXC 

17.7; EXC 

11.2; INC 

22.8; EXC 

49.0; EXC 

18.4; EXC 

18.8; INC 

8.8; F 

16.0: INC 

0.0; INC 

10.4; EXC 

0.0; EXC 

9.1; F 

28.0: INC 

45.0; INC 

8.5; EXC 

22.9: EXC 

10.3; PT 

30.2; EXC 

23.4; PT 

22.6; EXC 

14.1; INC 

6.1; F 

14.9; INC 

15.2; INC 

13.4;F 

11.4; INC 

1 .0; F 

8.6; INC 

18.8; INC’ 

12.5; F 

12.5: INC 

0.1; F 

5.3; INC 

0.0; INC 

4.5; f 

10.4: INC 

6.5: F 

8.9; INC 

16.6; INC 

7.8; PT 

7.2; INC 

11.0; F 

16.0: INC 

0.0: INC 

5.6; F 

9.3; INC 

3.1; F 

11.0; INC 

15.0; INC 

8.0; F 

16.0; INC 

1-7; F 

8.7; INC 

25.0; INC 

8.9; F 

11.3; INC 

4.2; F 

13.0; INC 

15.0: INC 

7.8; I 

12.5;INC 

1.3; F 

9.3; INC 

16.3; INC 

7.8; F 

13.2; INC 

11.4; F 

15.1; INC 

6.0; INC 

7.7; F 

10.8; INC 

1.2; F 

13.3; INC 

20.0; INC 

7.9; F 

17.1; INC 

5.4; INC 

24.4; INC 

38.2; INC 

10.0; F 

13.6; INC 

2.6; EXC 

11.2; INC 

8.8: PT 

9.1; EXC 

15.6; INC 

4.6; F 

18.0: PT 

22.5: PT 

11.1; F 

11.9; INC 

2.1; EXC 

11.6: PT 

27.5; PT 

12.3; F 

12.5; INC 

1.7; PT 

10.5; INC 

2.9; INC 

6.6; F 

15.0; INC 

0.5; F 

10.0; INC 

8.3; INC 

6.5; F 

11.3; INC 

1.5; F 

20,6; INC 

31.9; INC 

10.7; F 

15.2; INC 

5.5; F 

13,5; INC 

39.5; INC 

10.6; F 

7.5; INC 

4.7; F 

6.8: INC 

9.0; INC 

8.5; F 

11.1; INC 

1.4; PT 

16.5; PT 

5.4; INC 

7.5; F 

15.2; PT, INC 

3.2; PT 

13.3; INC 

49.8; INC 

8.4; F 

14.8; INC 

2.1; PT 

10.0: INC 

45.8; PT 

7.0; F 

21.5; EXC 

8.7; F 

17.9; INC 

40.0: PT 

10.6; EXC 

18.9; INC 

8.4; F 

19.5; INC 

45.0; INC 

12.8;F 

18.5; INC 

8.6; F 

14.8; INC 

42.5; INC 

10.9; F 

17.5; INC 

6.5; F 

17.3; INC 

45.5; INC 

11.4; F 


Note: F: All items within the product group are admitted free of duty. 

50 PC : Ali items admitted at rate 50 per cent below the general tariff rates. 

PI : Part o! the items inthegroupadmifted free of duty while others subject to general tariff rates. 

ivr^ ; w , y ^ * ! iems j n 1 £ mu P gfnnLed prelerentia I treatment but not at zero rate and/or subject to quantitative restrictions 

\ * •• Preferential, nonzero tariff ratesapply to only a part of the product group;rest not subject to preferences. 

EXC : All items m the group excluded from the scheme. 

l AII imports under the EEC scheme arc subject to ceilings. 

2 Most o| the products are subject to restrictive ceiling limitations for safeguard reasons. 

3 ln general, British prelerentia! rates arc applied to imports from beneficiary countries. 

4 GSP rales under the Canadian scheme are 33 per cent less than the British Commonwealth preferential rales or the MFf 
rates, whichever is lower. 

5 AI1 rates under the scheme are 30 per cent below i he MFN rates. 

Data: UNCTAD .Thin! Session VoL.11: Australia. TarilT Board, Annual Report 1966/67-J970-7J: New Zealand, Internationa 
Customs Journal No. -9, and various LNC TAD and GATT documents regarding the nature of GSP schemes currently in operation. 
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plus a certain increment other hand, provides grounds criteria for determining serious Austria, the FliC, Japan, 

(supplementary amount). The for withdrawing the preferen- injury are not clearly defined, Sweden, and the United State, 

current application of this tial treatment, in whole or in the application of the escape To qualify for preferential 
formula is so restrictive that part, when the import of a clause is uncertain. Moreover, treatment, goods must satisk 

the actual expansion of pre- product increases so much as to action under the escape clause the direct consignment rule anil 

ferential trade in the future cause, or threaten to cause, could betaken unilaterally and comply with the criteria of 

might be negative, i.e., below serious injury to domestic pro- against specific countries caus- origin specified t.y the impnrt- 

thc present level. ducers oflike or directly com- ing injury, provision for which j ng (preference-giving) count- 

Thc escape clause, on the petitive products. Since the is included in the schemes of rics. In general, goods are 


TABU II 

Basic Features of the Generalised System of Preferences 


Nature of Nontariff 
Harriers on Goods Beneficiary 



Product Coverage 

Depth of 1 aritt Cuts 

Safeguard 

Mechanism 

Covered by the 
Schemes 

Countries and 
Territories 

Australia 

Excludes certain petroleum and oil products, 
wood and plywood, leather, paper, cotton 
textiles, clothing, part of footwear, electrical 
apparatus, transport where developing 
countries are considered already competitive 
in BTN 25-99. 95 agi(cultural products in 
BTN l 24 are included, such as exiiacts, 
meat, fish, beverages, etc. 

Gcncial preferential 
rates aie 3 4 to 50 
per cent below the 
relevant General 
Tariff rates. 

Escape clause; 
action against 
specific 
beneficiaries 
permitted. 

Most of the products 
covered by the 
preference scheme 
arc subject to 
quantitative 
rcsti icfions. 

1 38 developing 
countries and 
territories, including 
it il of the Group 
ol 77. 

Ai;sIm;i 

Exclude - cotton textiles, cei l im chemical 
preparations, starch products, and certain 
organic chemicals in the BTN 25-99. In 

BI N 1-24. 52 items are included, suah us 
fish. fruits, coffee, tea. spice*, cocoa, and 
(.aher such preparations. 

30 pei c cm 
preferenn tl tai iff' 
redik t u'ii »*n goods 
in BTN 2^-W. 
Varying i eductions 
tor goods m BTN 
1-24, including duly 
Ircccntiv lor some 
good-. 

lAjupe clause: 
actum against 
specific 
beneficiaries 
permitted. 

No quantitative 
restrictions on 
goods covered by 
the scheme. 

Group of 77 and 
depnendent 
territories of 
Australia, Spain. 
Portugal, the Gnited 
Kingdom, and the 

Gniiecl Stales. 

Canada 

In BTN 2,5-99 excludes textile pioducH* 
footwear, part of leather goods, and clothing 
and clothing accessories. 45 items in 

BIN 1-24, including 12 primary products are 
included in the scheme. Includes canned 
meal, fruit, processed vegetables and hints, 
and cocoa preparations. 

PreferenTi.il late is 
ihe low a ol the 
British Pielerential 
Tariff oi the Ml N 
tan If. less one rhiid. 

f scape clause. 

No quantitative 
restrictions on 
goods covered by 
the scheme. 

140 developing 
counti tes und 
territories, including 

85 of the Group 
of 77. 

r\u: 

All products in BEN 25-99 coveted except 
f cxti!c. footwear *for some beneficiaries >. 
and fiitc; 50 items in BTN 1-24 included in 
the scheme, including fats and oils, fish and 
meat preparations, and cereals. 

I)ui> tiec treatment 
to all psodikts in 
the scheme falling 
in BTN 25-99. 
Reduced and 
varying rales apply 
to pioducb wt 

BIN 1-24. 

\ p. ioi i ! imu.it ion 
foi products in 

BTN 2.'>•99. Escape 
eh-use lor products 
in HI N 1 -24. 
Sensitive products 
aic suhiect ti> tanll 
quotas. 

Maximum amount 
limitation on 
sensitive preferred 
imports ranging 
between 10 per cent 
and 50 pci cent. 
Imports above the 
ceiling subject to 
MKN tanll. 

HI developing 
countries and 
territories, including 
all of the Group 
of 77. 

Japan 

Petroleum oils, petroleum gases, articles ol 
apparel and clothing accessories of leather, 
most of footwear, excluded from BTN 25-99. 
59 items in BTN 1 - 24 included in the scheme, 
of which 19 are primary prod acts. Includes 
fats, oils, meat and fish preparations, 
beverages, etc. 

l)ut\ tiec treat mem 
io all hut 57 items 
in ihe scheme to 
which a 50 per cent 
.aritV reduction is 
applied in 

BI N 25 90 

A pi ion limitation 
foi products in 

BIN 25-99. Escape 
clause is applied to 
pi odnets in HI N 

1-24 Action against 
iiiilividu tl beneficiary 

Maximum amount 
limitation applicable 
to all products 
giving, rise to tariff 
quotas. Single 
beneficial > imports 
limited to 50 pet cent 
of maximum amount. 

138 developing 
countries and 
territories, including 
all of the Group 
of 77. 

New Zealand 

Excludes wood products paper, clothing and 
accessories, some iron and steel products,' 
electrical und nonelectrical machinery, and 
travel goods in the BTN 25-99. Among item< 
in BTN 1-24, 34 agricultural commodities, 
including 21 primary commodities, arc 
included in the scheme. 

Except I'm a few 
items that aie 

admitted duly free, 
the rest are subject 
to the British 
Prcfcicntial Tariff. 

permitted. 

Escape clause. 

No quantitative 
restriction? on 
goods covered by 
the scheme. 

140 developing 
countries and 
territories, including 
all of the Group 
of 77. 
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considered to have originated 
in a prefercnce-receivingcount- 
fy if they have been produced 
in that country either wholly or 
by substantial transformation 
from materials and/or com¬ 
ponents imported or of undeter¬ 
mined origin. 


The other main condition for 
satisfying requirements of 
origin relates to direct consign¬ 
ment. Preferred goods must 
be consigned directly to the 
preference-giving country from 
the exporting preference-receiv¬ 
ing country, transportation be¬ 


ing effected without passing 
through the territory of any 
other country. All preference¬ 
giving countries apply this con¬ 
dition, while Japan requires, 
in addition, that at the time 
the goods leave the country it 
must be the intention of the 


exporter to ship them to Japan. 

The rules of origin, as 
applied, are very limiting and 
need substantial reiaxatin and 
clarification. The basic features 
of GSP schemes are summariz¬ 
ed in the accompanying tables. 
(Table fl) 


TABU: II 

Basie Features of the Generalised System of Preferences— Contd. 


Nature of Nontaritf 



Product Coverage 

Safeguard 

Depth of Tariff Cuts Mechanism 

Barriers on Goods 
Covered by the 
Schemes 

Beneficiary 
Countries and 
Territories 

Finland 

In BTN 25-99, excludes certain manufactured Duty free treatment 
products, of leather, cotton yarn, fabrics and to all products 
clothing accessories, electrical machinery, covered by the 

and toys. Among items in BTN 1-24, 43 scheme, 

agricultural commodities are included 
containing tropical beverages, processed 
vegetables and fruits, and fish. Also, products 
subject to fiscal duties are excluded. 

If the application of 
the scheme causes 
market disruption, 

I inland reserves the 
right to withdraw 
preferential 
treatment under 
escape clause 
provisions. 

None 

101 countries, 
including all the 
Group of 77. 

Norway 

In BTN 25-99, certain rubber, leather, and 
glassware excluded; part of textiles, part of 
pottery, transport equipment, and footwear 
arc also excluded. In BTN 1 -24. 97 items, of 
which 62 arc primary commodities, arc * 

included in the scheme. 

Duty free treatment 
to all products 
covered by the 
scheme. 

Escape clause 
provisions to 
withdraw 
preferential 
treatment if market 
disruption is feared. 

None 

All members of the 
Group of 77 and 
dependent less 
developed 
territories of more 
developed 
countries. 

Sweden 

In B'l N 25-99. the scheme excludes cotton 
yarn, sonic cotton fabrics, woven fabrics of 
jute, clothing accessories, footwear, and 
certain chemicals. In BTN 1-24, it 
incorporates 47 items failing in ihe 
categories of processed goods and primary 
commodities. 

Duty free treatment 
to all products 
covered by the 
scheme. 

No restriction on 
quantity of 
prefcrctial imports 
proposed. 

None 

All members of the 
Group of 77 and 
dependent less 
developed 
territories of more 
developed 
countries. 

Switzerland 

Fu BTN 25-99, excludes products of coal and 
petroleum, certain other chemtcials. 
nonelectrical power machinery, motor 
vehicles, and certain certain items, falling in 
BTN 1-24, such as tish and meat 
preparations, fruits and vegetables, and 
heverages 

Duty free treatment 
for most of the 
goods included in 
the scheme, 30 per 
cent preferential 
reduction on others. 

Escape clause. 

Nonquant itative 
restrictions on 
goods covered by 
the scheme. 

Group of 77 and 
the dependent 
territories of 
Australia, Portugal' 
EEC members, and 
the United States. 

United States 

In BTN 25-99, the proposed scheme excludes 
textiles, footwear, watches, some steel 
products, products derived from coal and 
petroleum, and articles ulreadv subject to 
import relief measures. Includes 45 primary 
products in BTN 1 -24, including meat and 
fish, vegetables, fruits, and their preparations. 

Duty free treatment 
on articles 
determined eiigible 
under the proposed 
scheme. 

Escape clause and 
* competitive need” 
formula limiting 
imports from a 
beneficiary to 50 
per cent or 
$25 million of a 
product per year. 

Competitive need 
and tariff quota 
system, 

All developing 
countries of the 

Group of 77 and 
other developing 
territories except 
ihosc that grant 
reverse preferences 
to other developed 
countries and 
members of OPEC. 


l. Safeguard procedures followed by preference-granting countries can be classified into two broad categories: a priori limitations which rcgidale preferential 
imports on the bjsis o)‘ past trade performance of beneficiaries basic amount) plus a certain increment (supplementary amount), and a escape clause 
which lavs down ground* lor withdrawing the preferences, in whole or in part, when imports incicase so much as to cause or threaten to cause serious injury to 
domestic producers 

Note: There are two different origin criteria followed by these countries: the proresx criterion which implies that transformation must be such as to lead to 
the exported goods being classiticdundera BTN heading other than that relating to any of theimported materialsorcomponents used m production; and 
the talue-addtd criterion under which transformation is considered substantial and elig'bje for preferential treatm wt tf valutj«tdgl c.ji 
centage in the beneficiary country. The process criterion is followed by Austria, the EEC, Japan. Finland, Norway, Sweden, and Switzerland and the 
value-added criterion is followed by Australia, Canada, New Zealand, and the United States. 

Data: UNCTAD Documents on Generalized System of Preferences Schemes 

Courtesy : IMF Survey 
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ERYTHRINA INDICA, 

MACARAMA PEtTATA. STEREOSPERMUM CHELANDRIS, 

DILIENIA PENTAGYNA et cetera 
What are they? 

Nothing but a few of the longue-twisting botanical names ol certain sol* 
and semi-hard wood species locally known in Keiata as MURUKKU. 
UPPOOTHY. POOPAADIRI, VAZHAPUNNA etc. which are now being 
used as raw material for producing 

RAYON GRADE PULP. 

Thus Gwalior Rayons helps build up economy of 
Nation by saving nearly fifteen crores rupees worth 
of foreign exchange every year. 
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fttGOTRADE MARK 


WHERE THERE IS COLOUR. 

THERE IS A DYE 

ATUL MAKES ALL THE DYES 



Offers goods of the finest 
and latest technology. 

Is renowned for 
it's sustained quality. 
Produces a wide 
range of dyes. 

Caters to the requirements 
of various industries 


FABRICS BEVERAGE OVE TUBES LEATHER PAPER WOOL 



THE ATUL PRODUCTS LIMITED 
Post Atut. via Bulssr. Gujarat Stata 
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SUITING 
for the 
stubborn 
'hard to 
please’ 
male 

All male designs, 
stubborn checks, 
virile stripes, 
masculine colours, 
manly shades. 
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The age of miracles 

Is not past. Some days ago, when the government announced an increase in the prices 
of coal and steel, the president of the Federation of Indian Chambers of Commerce and 
Industry promptly responded with the sage observation that the increases were “under¬ 
standable." Ordinarily such a reaction could not have been expected from such a 
source. The committee of the FTCCI would have met and adopted a strongly worded 
resolution criticising the increases as inflationary and also as adding to the difficulties 
of industry during a recessionary phase. It would have condemned waste and ineffi¬ 
ciency in the public sector and protested against the private sector being made to pay 
for the failings of the public sector. Now, however, the FICCJ, through its president, 
has taken a different attitude. We should certainly welcome this change in business 
mentality. It is clear that recent events have force-fed a dose of much-needed patriot¬ 
ism into the bowels of the business community. Fvery one of us must rejoice in the 
fact that business men are now able and willing to rise above considerations of narrow 
self-or sectional interest and take a view of costs, prices and profits in terms of the 
national intcresl. Mrs Gandhi has said that discipline and hard work arc the need of 
the hour. We may now expect the leaders of the F1CCI to spare no effort or shirk no 
sacrifice in promoting the unity, stability and security of the nation in complete 
cooperation with the government. —Editor. 
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Kudremukh Project; Sugar Ex¬ 
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To the last Indian 

Mozamrjqi'I has joined the communiiy of independent countries. Even in the midst 
of our preoccupations, we should be able to rejoice in the event. Our government’s 
concern for the freedom of other peoples is well and widely known. It may therefore 
be expected to extend its full cooperation to the government of Mozambique in such 
efforts as the latter may make to ensure that its people live in freedom and the full en¬ 
joyment of liberty. In addition, the people of our country, by virtue of their having, 
won their own independence several years ago, have a duty to the people of Mozambi¬ 
que. and it would only be in the fitness of things if we are to resolve solemnly that 
India will defend to the last Indian the right of the people of Mozambique to live as 
sovereign citizens of a free society. Mrs Indira Gandhi, who took part in a diplomatic 
function organized in New Delhi to hail the independence of Mozambique, rightly 
remarked that this happy event would mark the beginning of a bright future for 
Mozambique through hard work and unity. India, obviously, could help by its 
example. —Editor. 


'Big Daddy' bigger 

\Vhi \ Pri sun. vi *oi Amin of Uganda was being interx iewed for television, lie was asked 
about his somewhat numerous progeny. Whereupon Big Daddy said with a smirk 
that his shots rarely misfired. For so superb a marksman the rank of a General is 
surely a small title. Il is therefore only appropriate that he should now have been pro¬ 
claimed a Field Marshal. Unfortunately, the western press which, as we all know, ^ 
always lull of piejudicc against Third World leaders, has been misrepresenting thiN 
most legitimate elevation as something which President Amin has simply granted to 
himself. The truth of course is different. It was a contingent of captains and colonels 
in General Amin’s own army who decided that their chief should be made a 
Field Marshal. A more democratic procedure or process can hardly be imagined and 
it only remains for me to add that President Amin’s new distinction has come to him 
as a reward for his having preserved the unity and stability of Uganda against heavy 
odds and in the teeth of unpatriotic and even treasonable conduct on the part of 
certain reactionary elements in his country. —Editor. 



Coal, steel and sugar 


The government of India has eventually 
taken decisions in regard to the fixation 
of prices for coal, steel and sugar. For 
a long time, it has been debated how the 
adjustments in prices of manufactured 
goods governed by partial or complete 
control should be effected and the inte¬ 
rests of producers and consumers alike 
safeguarded. Even though it had been 
submitted to the government that coal 
prices should be raised from the beginning 
of April in order to offset the increase in 
cost due to higher wages and also generate 
internally resources for financing, albeit 
partly, expansion schemes, a decision 
was deferred until the beginning of July 
as it was fell that the implications of a big 
rise in coal prices should be fully examined. 
In spile of the fact that the actual in¬ 
crease in pithead prices will be about Rs 
5 per tonne less than the recommended 
price, an increase of Rs 17.50 per tonne 
will result in hike in the coal bill for all 
consumers by Rs 175 crores annually on 
the assumption that total production will 
be 100 million tonnes. 

The upward adjustments in coal prices 
were inevitable as the wage bill alone 
has risen by Rs 120 crores in a full year. 
With costlier replacement of machinery 
and the heavy capital expenditure involved 
in the opening of new mines, operating 
costs have risen significantly. It has, how¬ 
ever, not been explained what are the eco¬ 
nomies achieved or available when coal 
raisings increase substantially and there 
is concurrently an improvement in 
despatches by rail enabling quicker 
handling and saving in labour cost. In 
the earlier days it used to be stated 
that the com of raising coal declined 
significantly with an optimisation of pro¬ 
duction and mechanical loading. In the 
context of rising production, the advan¬ 
tages in this regard should be appreciable. 
Presumably, the union ministry of Energy 
has considered it desirable to retain part 
of the savings under these heads for aug¬ 
menting internal generation of resources 
and providing also a cushion against fu¬ 
ture increases in working expenses. 

What has happened in the case of coal 


after nationalisation, however, clearly 
brings out the fact that different standards 
are adopted when considering the same 
problems pertaining to the sugar industry. 
Time was when there was hard and cruel 
bargaining between the managements of 
collieries and the railways for marginal 
adjustments in selling prices for coal and 
the bulk consumers could dictate the 
terms to the coal producers. The bad 
management of collieries and the meagre 
margins on sales at controlled prices were 
mainly responsible for the poor health 
of this mining industry. After nationali¬ 
sation, price adjustments have been tak¬ 
ing place in an alarming manner though 
an incrca.se in prices was inevitable. The 
oil crisis also has emphasised the need for 
encouraging the use of other forms of 
energy and with earlier cheapness of coal, 
the later adjustments could be effected 
easily. 

Following the coal price decision it has 
also been indicated that steel prices will 
be raised by Rs 80 per tonne. The prompt¬ 
ness with which this adjustment has been 
effected, even when the major steel units 
are in a position to earn satisfactory pro¬ 
fits with higher operating ratio, is another 
instance of the government being prepared 
to think more clearly when its own inte¬ 
rests are involved, li has of course been 
explained that the latest adjustment in 
the steel prices is only to compensate the 
steel producers for the bare increase in 
the cost of coal and that other increases 
in working expenses as a result of wage 
revisions and other factors should be ab¬ 
sorbed by the industry. What course will 
be adopted by the authorities at a later 
stage cannot be anticipated at this junc¬ 
ture. 

It can only be said now that the chain 
reaction induced by higher coal prices will 
result in higher electricity charges, 
higher operating expenses for the 
railways and engineering industries and 
a significant rise in the costs of manufa¬ 
cturing cement. The state electricity 
boards have already been raising their 
charges with some justification and it 
may be necessary to increase further basic 


rates or impose surenarges m oraer to 
offset the adverse effects of costlier coal. 
In the case of the aluminium industry the 
government has evolved an integrated 
approach in which power rates have been 
changed so as to benefit the state electri¬ 
city boards. The new power tariff for 
this industry provides for an increase 
which varies from state to state and ran¬ 
ges between two paise and 11 paisc per 
unit. The effect of revision in power rates 
on the aluminium industry is discussed in 
another article in this issue (p. 162). 

The government will necessarily have to 
create suitable machinery for avoiding de¬ 
lays in price adjustments or preventing 
unhelpful decisions. The concepts re¬ 
garding price fixation also are getting 
complicated as different criteria arc adop¬ 
ted at different stages. Also, the assump¬ 
tions have a distorting effect over a period 
even though at the time the decisions were 
taken these assumptions would have been 
considered reasonable. The new thinking 
and the complications in arriving at an 
acceptable decision will be evident from 
the fact that the union ministry of Industry 
has been finding it hard to evolve a for¬ 
mula which will be acceptable to the ce¬ 
ment producers and which will also take 
care of the peculiar difficulties of under¬ 
takings implementing expansion schemes 
or constructing entirely new units at heavy 
capital expenditure. 

In respect of the sugar industry, the la¬ 
test announcement has taken the in¬ 
dustry completely by surprise. It had all 
along been represented to the union minis¬ 
try of Agriculture that ex-factory prices 
for levy sugar had been fixed at unduly 
low level and the industry should not be 
obliged to suffer losses on sales of levy 
sugar atleast on the basis of a minimum 
price for cane, actual conversion charges 
and the reasonable return on capital. The 
new procedure adopted by the government 
has not recognised the claim of the fac¬ 
tories for ‘a fair price* for levy sugar on 
the basis of the formula indicated above. 
Instead, a total view has been taken and 
adjustments in levy prices either way 
have been announced resulting in the re¬ 
gions which had succeeded in increasing 
production and recovery, getting lower 
average levy sugar prices. 

The justification for downward adjust- 
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mcnts is on the score that satisfactory 
prices have been realised on the 
disposal of free sale quota for internal 
consumption and export. The impli¬ 
cations of the new formula are 
being carefully examined in industry 
circles. But the assumptions are likely 
to go wrong because of the sharp dec¬ 
line in the ex-factory price for free sale 
sugar in recent weeks. The expectation 
that an average of Rs 330 per quintal will 
be realised from free sale sugar in a whole 
season may not turn out to be correct as 
sizeable quantities of new season sugar 
have still to be marketed. 

With the easier trend in world market 
and resistance to high prices in the 
* interna] market for free sale sugar, 
the average price realised is likely 
to be much lower than R* 330 per 
quintal in the 1974-75 sugar marketing 
| season. In view of the fact that a new ex¬ 
periment is being tried and greater comp¬ 
lications have been introduced in the new 


Optimism 

Tm Commerce ministry has expressed 
optimism about the export prospects for 
the jute industry. It seems confident that 
the industry will be able to earn in 1975- 
76 more or less the same amount of fo¬ 
reign exchange as in 1974-75 when it 
amounted to Rs 287 crores against Rs 
227 crores in the previous year. The 
ministry and the industry, however, 
should see to it that the export perfor¬ 
mance in the current year is not only 
maintained at the last year’s level but is 
substantially improved. The recovery of 
the US economy in the coming months 
should help boost exports. 

According to statistics issued by the 
US government, the import of woven 
fabrics of jute from India into the USA 
amounted only to $21 million compared 
to $38.5 million in the same period of the 
preceding year. The severe slump in the 
housing industry has adversely affected 
the export of carpet backing cloth. The 
export of carpet backing cloth to the US 
amounted to 181,000 metric tons in 1971- 
72 but declined to 129,000 metric tons in 
1972-73 and to 124,000 metric tons in 


assumptions, the question has been asked 
how the desired changes in prices will be 
carried out periodically and what are the 
pooling arrangements for making good 
losses of factories in regions. 

The government has obviously to as¬ 
sume greater responsibility when adminis¬ 
tering new decisions and attempting to 
bring about an integrated price structure. 
Since arbitrary assumptions are likely to 
have a warping effect and discourage seri¬ 
ously fresh development, there will have to 
be clear and detached thinking and readily 
recognisable norms, which will also be 
easy of application. It is also important 
that uniform standard should be applied 
when decisions are taken regarding re¬ 
fixation of prices, generation of internal 
resources and implementation of new 
schemes on a partial or completely self¬ 
financing basis. Otherwise more con¬ 
fusion will be created and unintended 
disincentives may have a defeating 
effect. 


in jute? 

1973-74 valued at Rs 82.35 crores, Rs 
67.17 crores. and Rs 60.39 crores res¬ 
pectively. 

Although the abolition of the export 
duty on carpet backing cloth and the 
revival of the US economy are likely 
to give an impetus, government and 
industry should take some positive mea¬ 
sures to improve the export of this item. 
The industry has explained that the price 
differential between jute primary backing 
and synthetics is too large to be bridge^ 
only by the removal of the export duty 
and that, to be viable, jute primary back¬ 
ing should be given some additional assis¬ 
tance. The export of secondary carpet 
backing also needs to be promoted by 
appropriate assistance to enable it to 
meet the challenge from synthetics. 
Bangladesh has been offering stiffer com¬ 
petition to India in the US market. The 
quantity of carpet backing cloth imported 
into the USA from Bangladesh was 32,300 
tonnes in 1970 but it rose to 33,300 
tonnes in 1971, 34,400 tonnes in 1972, 
and 51,300 tonnes in 1973. The devalua¬ 
tion of the takka has further strengthened 


Dacca’s competitive capacity. 

As regards hessian, the decline in US 
consumption has been too steep in recent 
months. It was only 92.6 million yards 
for the first four months of 1975 compared 
to 138.3 million yards in the correspond¬ 
ing period of 1974. The imposition of a 
heavy export duty had helped to popula¬ 
rise the consumption of synthetic sub¬ 
stitutes especially polypropylene. The 
Indian Jute Mills Association has obser¬ 
ved that the hessian export duty has been 
removed too late to make a major diffe¬ 
rence in the American market to the rela¬ 
tive prices of jute and synthetics, at least 
in respect of the heavy 10 oz fabric. 
However, the Association has said that 
there arc “clear indications of a market 
swing in favour of light weight hessians 
which, for the first time in years, appear 
to be moving close to the price range of 
their polypropylene equivalents, a de¬ 
velopment which has been brought about 
mainly by sluggish demand over a long 
period*’. The association has urged the 
government to introduce an assistance 
scheme to improve the price attractions 
to importers and consumers. 

New Delhi should realistically review 
the current export trends and prospects 
for jute goods and take timely and effec¬ 
tive measures to improve their capacity 
to compete in foreign markets. The mere 
fact that our export earnings from this 
source are not likely to decline in the 
current year as compared to 1974-75 
should not cause complacency. It is 
necessary to look at the problem of ex¬ 
port promotion from the long-term angle 
and evolve a suitable strategy, which will 
provide the industry with adequate credit 
as well as other facilities to operate effec¬ 
tively. But the discussions held in Cal¬ 
cutta on the July 12, this year between 
the Commerce minister, and the represen¬ 
tatives of the jute industry indicated that 
New Delhi was in no mood to provide 
any more assistance in the near future. 

The industry’s spokesmen informed the 
minister that the prospect of a short crop 
in raw jute this year, a lean carry-over 
from the last year’s stocks of fibre, and 
the present international trend in mar¬ 
keting jute goods might create difficult 
problems for the industry. In order that 
the industry might be assured of suffi- 
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cient supplies of raw jute, its spokesmen 
have pleaded for timely imports from 
Bangladesh and Thailand. 

They also suggested that the govern¬ 
ment should consider measures such as 
export subsidy for jute carpet backing as 
had been given to cotton textiles since 
this would help to earn more foreign ex¬ 
change. But the minister not only flatly 
turned down this proposal but accused 
the industry of not playing its part in 
expanding research facilities for maxi¬ 
mising production, reducing production 
costs and diversifying its manufacture. 
He said that the comparison with the 
cotton textiles industry did not arise be¬ 
cause the latter had been to some extent 
discharging its social obligations by 
producing low-priced cloth for the poorer 
sections of the community. The minis¬ 
ter's remarks seemed to suggest that the 
government had already done promptly 
and adequately all that it should do to 
promote exports and that it was now 
entirely for the industry to play its part. 

The IJMA's recent statement that the 
industry was in a state of “complete ex¬ 
haustion" and that its capital base had 
been “heavily eroded" appears to have 
made no impression on the Commerce 
ministry. Nor does the ministry appears 
to be concerned with the increasing com¬ 
petition from synthetics as well as jute 
goods exports from Bangladesh. 

Prof Chattopadhyaya seems to think 
that providing remunerative employment 
to several lakhs of people including jute 
growers and workers, earning foreign 
exchange annually of over Rs 250 crores 
and contributing substantially to the 
exchequer by way of taxes — all these do 
not come in the category of fulfilling so¬ 
cial responsibilities. The minister has 
announced the decision to set up a commi¬ 
ttee to study the problems of the jute in¬ 
dustry. The committee will consist of 
the representatives of the IJMA, the 
Jute Commissioner, the Jute Corporation. 
Calcutta Jute Fabric Shipper's Associa¬ 
tion, and the Government of West Bengal. 
The members of the committee may, in 
due course, wish to visit the USA and 
other countries on a fact-finding tour. 
How else can they make realistic re¬ 
commendations to promote the growth 
of the jute industry? But can we afford 


such a leisurely approach? The union the jute industry’s case for assistance and 
Cabinet Committee on Exports, headed consider what can be done to enable it to 
by Mr C. Subramaniam, the Finance augment earnings of foreign exchange in 
minister, should immediately examine the short period. 

Oil pricing 


The union government, indeed, has been 
quite considerate in raising, with effect 
from July 14, the prices of superior kero¬ 
sene, high-speed diesel oil (HSDO) and 
liquified petroleum gas (LPG) by five 
paise per litre, eight paisc a litre and Rs 
2.50 per cylinder, respectively. The Oil 
Prices Committee (OPC), which was set 
up last year to review the petroleum 
prices structure following a significant 
increase in the average cost of imported 
crude oil —approximately Rs 75 per 
tonne -as a result of the steady erosion, 
through 1974 and in the first half of the 
current year of the price differential in 
favour of company crude, had recom¬ 
mended. taking into consideration the 
relevant factors,an increase upto 20 paise 
per litre in the prices of kerosene and 
HSDO and Rs 5 per cylinder in the price 
of LPG. Even in terms of the dilution 
effected by the ministry of Petroleum and 
Chemicals in the pool price of crude oil 
—the weighted average of the prices of 
imported crude and indigenous supplies 
—through not accepting the recommend¬ 
ation of the OPC that the incidence of 
the oil development cess on the prices 
of indigenous crude should be stepped 
up from Rs 60 to Rs 82.50 per tonne, 
the justifiable increase in the prices of 
kerosene and HSDO would have been 
11.7 paise and 14.6 paise per litre, res¬ 
pectively. The increase in the prices of 
LPG could have been the same as re¬ 
commended by the OPC. 

Significantly enough, the OPC had felt 
that a 20 paise per litre raise in the price 
of HSDO could have been easily absorbed 
by the road transport within the increase 
that has already occurred in its freight 
rates. If the driving practices were ra¬ 
tionalised and the maintenance of vehicles 
properly attended to, the consumption 
of HSDO could be somewhat reduced. 
The increase in the price of kerosene, was 
warranted, in the opinion of the OPC, 
as this price had not been raised earlier 


to the extent called for by the increase in 
the price of crude oil till early 1974 and 
also its relative variation had been such 
as to discourage its substitution by 
soft coke. There was as well the need to 
maintain the price parity between kero¬ 
sene and HSDO in order to avoid diver¬ 
sion of the former to some uses to which 
the latter is put. The stepping up of the 
LPG price up to Rs 5 per cylinder had 
been recommended by the OPC taking 
into account both its calorific value and 
the efficiency in its use v/v-o- us kerosene. 

Regarding the other products, the re¬ 
commendation of the OPC that the 
prices of naphtha for fertilizer manufac¬ 
ture, jute batching oil and bitumen should 
also be raised by varying degrees, of 
course, has not yet been accepted by the 
government. Instead, the price of furnace 
oil has been raised. This price and the 
prices of several other major petroleum 
products, including motor spirit, the 
OPC' has suggested, could be maintained 
at the present levels. Although the raise 
in the price of furnace oil would affect 
the production costs of the industrial 
units using this product as fuel, it fits in 
the fuel policy of the country which is to 
substitute, as far as possible, the use of 
furnace oil by coal or electricity. What 
Has been done in the case of furnace oil 
primarily is to keep the disincentive for 
its use after the stepping up of the average 
coal price by Rs 17.50 per tonne early 
this month. 

Much more significant than the in¬ 
creases in the prices of. kerosene, HSDO, 
LPG and furnace oil, which have been 
announced by the government to compen¬ 
sate the losses the refineries are incurr¬ 
ing — approximately to the order of Rs 
140 crores per annum—however, is the 
acceptance of the recommendation of the 
OPC that the "import parity" concept 
should be discontinued for the pricing of 
indigenous crude oil and refined petro- 
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leum products. The reasoning of the 
OPC in this regard is quite sound. 

With the sea-change that has taken 
place in the prices of imported crude oil 
during the last 34 years, the import parity 
concept for the pricing or indigenous 
crude oil had lost all its relevance. This 
had been recognised even by the Oil and 
Natural Gas Commission (ONGC) and 
Oil India Limited — the two oil explora¬ 
tion and production agencies in the 
country. The mode for the payment of 
crude oil to them had been changed over 
two years ago. The OPC has formalised 
this arrangement by recommending that 
the price of indigenous crude oil should 
be fixed henceforth on the basis of the 
long run social marginal cost of crude 
(discounted at 10 per cent over 15 years 
as life of the project). 

On the above basis, the current price 
of indigenous crude has been estimated 
by the OPC at Rs 28.80 or 83.60 per barrel 
of 340 API specification at the conver¬ 
sion rate of Rs 8 per dollar. Including 
the increased oil development cess of Rs 
82.50 per tonne, the price of indigenous 
crude would have come to Rs 40 or 8 5 
per barrel. As the oil development cess 
has been maintained by the government 
at the present level of Rs 60 per tonne, 
the price of indigenous crude has been 
kept at Rs 36.64 or 84.58 per barrel, in¬ 
clusive of the oil development cess. This, 
along with the change that has been effec¬ 
ted in the recommendation of the OPC 
in regard to the return capital to be al¬ 
lowed to the refining units in determining 
the prices payable to them for the refined 
petroleum products, accounts for the in¬ 
crease in the prices of kerosene, LPG, and 
HSDO being somewhat lower than those 
suggested by the OPC. In order to avoid 
unnecessary fluctuations in the prices of 
indigenous crude, caused by the fluctua¬ 
tions in the US dollar/rupee exchange 
rate, the government has decided — and 
rightly—that in future the price of indi¬ 
genous crude should be expressed only in 
rupee. 

As a corollary to the discontinuance of 
the principle of import parity in the pric¬ 
ing of indigenous crude oil, a change in 
the mode of determining the transporta¬ 
tion costs of this crude through pipelines 


was obviously necessary. On the re¬ 
commendation of the OPC the govern¬ 
ment has decided that it would no longer 
be valid to estimate the cost of delivery of 
crude oil to refineries by pipeline on the 
basis of notional average freight rate 
assessment (AFRA), port wharfage and 
landing charges. The costs of delivery of 
crude oil by pipelines from the central 
tank farms to refinery installations hence¬ 
forth are to be borne by the refineries 
based on actual operating costs plus a 
reasonable return on capital employed 
(represented by the net fixed assets and 
working capital) in the pipelines. 

The ocean freight for imported crude 
too is no longer to be determined on no¬ 
tional AFRA basis. The actual costs of 
ocean transportation by Indian tankers 
have to be reflected in the price of petro¬ 
leum products and the refineries are to be 
reimbursed ocean freight on this basis. 
Addinonal expenditures on account of 
demurrage, inefficient operation, etc., 
are not to qualify for reimbursement, but 
additional expenditure entailed in the ligh¬ 
tening of high capacity tankers through 
tugs, fenders, baby vessels,etc., will do 
so. Norms and parameters (e.g., on turn- 
round, bunker consumption, etc.) are to 
be determined by the oil industry with 
the approval of the government. Actual 
performance is to be rated against these 


Australia is now seriously thinking about 
developing her export tiade even though heavy 
demands are still being made on her lor the needs 
of the Pacific War Zone and of the British Ad¬ 
miralty. The Australian Government has formed 
export advisory committees in all the states, with 
a central committee to coordinate their work. 
Export corporations are the order of the day and 
Australia is about to for man Exports Credit Cor¬ 
poration tnrough the Commorrweilth Bank. 
Since the vi»it of the non-official Indian Delega¬ 
tion, Australia has begun to evince keen interest 
in the Indian market. Mi Gollan, the Australian 
Trade Commissioner in India has said that a 
number of Australian nanufacturcrs will be visit¬ 
ing India shortly and that they are anxious to 
supply India with capital equipment and techni- 


norms and parameters for adjustment. 

This procedure, however, is not to 
apply for the time being to the Burmah- 
shell and Caltex refineries. The tanker 
freight rates are to be on cost plus basis 
for all Indian flag tankers. The contrac¬ 
tual rale is to be expressed in rupees per 
tonne. This rationalisation in ocean 
freight rates should encourage oil imports 
in Indian vessels. In the interest of con¬ 
taining the costs of lightening large ves¬ 
sels away from ports, the recommenda¬ 
tion of the OPC for the improvement of 
the port facilities at Bombay, Cochin and 
Vishakhapatnam deserves pertinent note 
by the concerned authorities. 

Several other recommendations of the 
OPC relating to indigenous crude oil 
have also been accepted by the govern¬ 
ment. These include price esc ilations on 
account of crude specifications, sulphur 
premium, and the period allowed for 
payments by refineries to the ONGC 
and Oil India. To streamline these pay¬ 
ments, the payments period has been re¬ 
duced considerably. The government, 
however, has not accepted for the time 
being the suggestion of the OPC that the 
sales tax liablity on indigenous crude oil 
should be transferred from the producers 
to the refineries. 

With the indigenous crude oil costing 
much less than the imported crude, the 


cal assistance. Plans arc being laid out for thq 
production of consumer and other goods, and the 
Commonwealth Government has already started 
raising the embargo on many goods which arc 
now in freer supply. Even where controls are still 
in operation, token shipments are to be allowed. 
Already, mrny consumer goods have started flow¬ 
ing in, especially from the plants set up in Aus¬ 
tralia by British industry (e.g. Ovaltine, Cadbury's 
etc. >. From the Indian standpoint, the goods which 
figure largely in exports to Australia are textiles, 
in which unfortunately a progressive reduction 
has had to be effected owing to the scarcity of cloth 
in India. As things are, the goods which Australia 
can supply will probably exceed those which In¬ 
dia can give. That is not a very helpful state of 
affairs, at any rate for increasing the flow of trade. 
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system of pooling the prices of the two 
crudes apparently had to be countinued in 
the interest of keeping the prices of re¬ 
fined products at reasonable levels and 
also to ensure stability in these prices. 
As the retail prices of the products of the 
various refineries have to bear a close 
relationship all over the country (the diffe¬ 
rence in them primarily being on account 
of transport), the production costs of the 
refineries have to be averaged out (the re¬ 
fineries arc the pricing points for petro¬ 
leum products). For this purpose has 
been introduced the concept of retention 
prices for the refineries. The import parity 
obviously is not a sound basis for deter¬ 
mining the prices of petroleum products; 
our imports of these products do not ex¬ 
ceed 15 per cent of the total consumption 
and since exports from the sources we 
obtain these products do not have any 
relationship with the production costs 
there and are governed by the supply and 
demand situation obtainable at a given 
time, import prices do not have much 
significance for the pricing of indigenous 
products. 

The norms for the determination of the 
retention prices for each product and each 
refinery have been worked out by the 
OPC, taking into account all the relevant 
factors — the average level of throughput 
of refineries, their technology, the stan¬ 
dard pattern of production, the cost of 
crude available, the average refining cost, 
return on capital employed, etc. These 
norms have been accepted by the govern¬ 
ment with the difference that the 15 per 
cent return on capital employed as sug¬ 
gested by the OPC has been changed 
inta lO^pcfrcrat murn on net fixed assets 
and 15 per cent on working capital (crude 
in stock and transit, intermediate and 
finished products at the refinery level not 
exceeding two months’ stock). The return 
for the marketing companies, of course, 
has been maintained at 12 per cent of 
capital employed, as suggested by tha 
OPC. Presumably, the return in the case 
of refineries has been reduced from the 
level recommended by the OPC to keep 
the retention prices as well as the sale 
prices of refined products as low as 
possible. 

Lower return will undoubtedly affect 
the generation of resources for the expanr 


sion of refineries. But since the govern¬ 
ment already owns fully or has majority 
participation in all the refineries except 
three, which might also be taken over 
soon, expansion programmes perhaps are 
envisaged to be catered for through other 
means. 

A detailed method has been suggested 
by the OPC for compensating the various 
refineries for their higher costs of pro¬ 
duction vis-a-vis others and also for the 
losses they might incur due to government 
directions about product patterns, sources 
of crude supplies, etc. The norms for 
retention prices envisage 90 to 100 per 
cent capacity throughput at the refineries. 
A very significant point that has not been 
conceded by the OPC as well as the go¬ 
vernment in this regard is the compensa¬ 
tion for the loss to a refinery if its through¬ 
put falls below normal due to inadequate 
allocation of crude oil. When the profits 
(beyond the norms set) are to be handed 
over by a refinery to the pool account if 
its profitability improves as a result of the 
government asking it to change its pro¬ 
duct pattern or through allowing it to 
have additional throughput, it is justified 
that a refinery whosp profits are affected 
by any governmental action should be 
compensated for the loss of profits. 

The various adjustments on account of 


Dual pricing 

In his capacity as the President of the 
Federation of Indian Chambers of Com¬ 
merce and Industry (FICCI), Mr K.K. 
Birla had released to the press in Decem¬ 
ber l$st year a study entitled “Towards a 
Dynamic Economy”. Besides a number of 
other suggestions which it had made to 
tone up the economy, it had urged the go¬ 
vernment to adopt the dual pricing policy 
in regard to essential commodities. Said 
the FICCI study: “For each commodity 
it will be possible to envisage a group of 
consumers who can be identified as special 
category to which goods should be made 
available at reasonable prices”. Because 
the output of the sugar industry had conti¬ 
nued to increase year after year after the 
adoption of the dual pricing policy, the 
FICCI had emphasised that there was a 
good chance of its succeeding in the case of 


freight, retention prices for products, 
differences in the costs of crude oil to re- 4 
fineries, etc., are to be done through a 
pool account to be administered by an 
Oil Coordination Committee Consisting 
of the secretary of the department of 
Petroleum (chairman), a representative of 
the ministry of Finance (department of 
Expenditure), the heads of the various 
refining companies and the joint secre¬ 
tary in the department of Petroleum 
(member-secretary). As this coordina¬ 
tion committee will have its own full- 
fledged secretariat, there should not be 
undue delays in making adjustments. 

With the introduction of the system of 
retention prices for refineries, the levy of 
non-recoverable devaluation duty on 
bulk petroleum products has lost validity. 
To offset the resultant shortfall in govern¬ 
ment revenue, the OPC has suggested the 
conversion of a part of the existing selling 
prices of lubes and greases into basic ex¬ 
cise duty. This suggestion, along with 
another for the merger of the WGOP and 
OPC duties with the basic excise duties, 
has been accepted by the government in 
principle. Incidentally, the OPC has ex¬ 
pressed itself against dual pricing of pet¬ 
roleum products in the current circum¬ 
stances. 


in aluminium 

many other industrial products. After 
great deliberation, the government thought 
it advisable to try this approach in the 
case of the aluminium industry whose 
production had been declining for the 
past few years. As against the output of 
aluminium at 179,000 tonnes in 1972, 
the level of production in this industry 
dropped to 129,000 tonnes in 1974. 

By and large, the restriction on the 
supply of power to aluminium units was 
the primary cause of falling output though 
labour unrest (as in Hindustan Aluminium) 
and uneconomic pricing of aluminium 
were also contributory factors. There 
was keen awareness in government cir¬ 
cles about the crippling impact of the 
paucity of electricity on both industry and 
agriculture, and all possible steps were 
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being taken in recent weeks to set right the 
imbalance between demand and supply of 
electricity. However, the electricity 
boards which had contracted for long 
periods to provide electricity to alumini¬ 
um units at cheap rates were finding it 
difficult to expand their capacities due 
tq the unremunerative rates of power 
charged by them. These boards were the 
largest users of aluminium and it was in 
their own interest to cooperate with the 
aluminium units in maximising produc¬ 
tion. The fate of the electricity boards and 
the aluminium units Was inter-linked and 
the misfortune of one could not fail to be 
reflected in the working of the other. 

Keeping in view all these factors, the 
government took two major decisions on 
July 15, 1075, in relation to the alumi¬ 
nium industry. First, the effective power 
rates to this industry were raised (see table 
below) and second, its production was 
divided between “levy'’ and “non-levy” 
aluminium. As much as 55 per cent of 
aluminium (mostly electrical conductor 
grade) produced—to be known as levy 
metal will now be made available by 
the industry to the government or its 
nominees so as to control its distribution. 
The retention prices of this levy aluminium 
will vary from unit to unit but it will be 
made available to the consumers at pool 


prices. This technique will also allow the 
new units such as the Bharat Aluminium 
Company to get a higher retention price 
keeping in view its inflated capital cost. 
The balance 45 per cent of aluminium pro¬ 
duced in the country — mainly commercial 
grade — which will be known as “non- 
levy” metal, will be subject to distribution 
control but there will be no control on its 
market price. In other words, the non¬ 
levy metal will be priced according to the 
play of the market forces and may allow 
the industry to make up for the losses in¬ 
curred in the sale of levy aluminium. 

The pool price of levy aluminium is 
expected to be significantly lower than that 
of the non-levy aluminium and this is 
likely to keep the cost structure of electri¬ 
city boards under control. This will allow 
the electricity boards to maintain the 
supply of power to aluminium units pegged 
to rates which ha\e now' been revised. 
These rates have allowed a hike from two 
to 11 paise per unit and are expected to 
assist the electricin boards to cut their 
losses. Surely, the new policy will result 
in raising the production of aluminium 
because, as stated earlier, production had 
dropped sigmficatlv in relation to de¬ 
mand in the la.%t two years. After the 
aluminium units attain production equiva¬ 
lent to their installed capacities, it will 

Model Multi-Part Tariff 


remain to be seen if all the pent-up demand 
will be satisfied quickly. Once that 
happens, the price of non-levy aluminium 
may start falling provided the tempo of 
production is kept up. 

The central point in the success of the 
dual pricing system was the anticipation 
that the non-levy portion of a commodity 
could be sold at a higher price than the 
levy part. At least this had been the ex¬ 
perience in the case of the sugar industry. 
In view of the fact that additional excise 
duty of Rs 2,000 per tonnes was imposed 
on commercial grade aluminium in the 
last budget in order to discourage the non¬ 
electrical uses of this metal, it was feared 
that the producers might be forced to 
fix the price of the non-levy aluminium at 
a level much higher than the market could 
bear for long. The success of this experi¬ 
ment therefore lay in not fixing a too low 
retention price for the levy metal. It was 
heartening to note that the policy-makers 
were not unaware of this essential element 
of the new policy and had held out the 
assurance that “suitable adjustments 
would be made in due course to the extent 
needed in the retention price for 1976-77” 
after examining the actual production of 
each unit in 1975-76 and analysing the 
difference between the actual cost of pro¬ 
duction and the assumed cost. 


The effective power rate recommended, delivery at high-tension (H.T.) end, for supply of power to aluminium smelters, 
and at various percentages of the contracted quantity, is as follows. (Paise/unit). 


State 

First Block 
(upto 25",.) 

Second 

Block (front 
25'\, to 

50" 0 ) 

Third 

Block (from 
$0% to 

75%) 

Fourth 

Block 

(above 75%) 

Effective 
Rate (lor 
full 

power) 

Karnataka 

6.00 

6.65 

7.35 

8.00 

7,00 

Kerala 

6.00 

6. o5 

7.35 

8.00 

7.00 

Orissa 

6 . 76 

7.50 

8.50 

9 25 

8.00 

Tamil Nadu 

7.75 

8.50 

9.50 

10.25 

9.00 

Uttar Pradesh 

9.50 

10.50 

11.50 

12.50 

11.00 

Madhya Pradesh 

9.50 

10.50 

11.50 

12.50 

11.00 
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Capital s Corridors 

R. C. Ummat 

Fertilizer prices cut * Irrigation rates to go up * 
Indo-lran shipping • Exports to gulf countries 


The union government deserves compli¬ 
ments for expeditiously deciding on the 
reflection of the fall in the prices of im¬ 
ported fertilisers in the retail prices of this 
essential farm input. It was generally felt 
that this step would be taken towards the 
end of the current financial year. 

In order to bring down the retail prices 
significantly, the subsidy provided by the 
government on the sale of fertilizers has 
also been increased to Rs 179 crores for 
this year as against the ad hoc budget 
provision of Rs 140 crores. Last year, 
this subsidy was about Rs 120 crores. 

Some benefit of the fall in the world 
prices has also been provided to the 
domestic producers of fertilizers; whose 
production costs have been going up in the 
recent past. These producers will now have 
to make contributions to the pool ac¬ 
count— with which the sale prices of im¬ 
ported and indigenously produced fertili¬ 
zers are averaged out — to a significantly 
lower extent. 

reduced prices 

The retail price (per tonne) of the vari¬ 
ous fertilizers have been reduced, 
with effect from July 18, as follows: 
urea (46 per cent N) — from Rs 2,000 to 
Rs 1,850; calcium ammonium nitrate (26 
per cent N) and ammonium sulphate nit¬ 
rate —from Rs 1,145 to Rs 1,060; calcium 
ammonium nitrate (25 per cent N) from 
Rs 1095 to Rs 1015; di-ammonium phos- 
phate—from Rs 3,005 to Rs 2.805, and 
ammonium nitro-phosphate (20:20:0)— 
from Rs 1,855 to Rs 1,780. The price of 
muriate of potash in 100 kg packing has 
been scaled down from Rs 1,220 to Rs 
1,170 a tonne. The price of ammonium 
sulphate (50 kg packing) and NPK ferti¬ 
lizers (15:15:15), however, have been 
maintained at the previous levels of Rs 935 
and Rs 1700 per tonne, respectively. 

Along with the reduction in retail prices, 
the distribution margins for the various 
fertilizers have been raised (per tonne) as 
follows: Urea (46 per cent N) from Rs 80 
to Rs 115, ammonium sulphate (50 kg 
packing) from Rs 55 to Rs 75; calcium 
ammonium nitrate (26 per cent N) and 


ammonium sulphate nitrate — from Rs 
60 to Rs 75, calcium ammonium nitrate 
(25 per cnent N) — from Rs 55 to Rs 70; 
diammonium phosphate — from Rs 95 to 
Rs 140: muriate of potash (100 kg packing) 
-- from Rs 50 to Rs 80; ammonium nitro- 
phosphate (20:20:0) — from Rs 80 to 
Rs 110 and NPK (15:15:15)— from Rs 
80 to Rs 105. The increase in trading 
margins presumably has been effected due 
to the high inventories at the retail trade 
level the servicing of which at the current 
high cost of credit requires sizeable funds. 
The trade margins are included in the re¬ 
tail prices. 

pool contribution 

The domestic producers of urea have 
been allowed with effect from July 18 a fair 
delivery price of Rs 1,400 per tonne, as 
against Rs 1,310 a tonne upto that date. 
Their contribution to the pool now will 
be Rs 335, as against Rs 685 per tonne of 
their output earlier. The new fair delivery 
prices for the domestic producers of am¬ 
monium sulphate and calcium ammonium 
nitrate (25 per cent N) are Rs 725 and Rs 
790 per tonne. Upto July 17, they were 
Rs 685 and Rs 745 a tonne. The contribu¬ 
tion of ammonium sulphate manufacturers 
to the pool account has been reduced from 
Rs 195 to Rs 135 per tonne and that of the 
producers of calcium ammonium nitrate 
(25 per cent N) from Rs 295 to Rs 155 per 
tonne. 

* * 

The reduction in the prices of fertili¬ 
sers should help to some extent not only 
in the disposal of the accumulated stocks 
as the monsoons this year have been quite 
encouraging, but also in bringing down 
the cost of production in our agrarian 
economy. The impact on farm produc¬ 
tion cost, however, should get mitigated 
not inconsiderably by the decision of the 
irrigation and Revenue ministers of the 
state governments* who assembled here 
last week under the aegis of the union 
ministry of Agriculture and Irrigation, 
to step up rates for irrigational waters so 
as to ensure that the investment in irri¬ 
gation projects was at least recovered in 
reasonable periods. 

The stepping up of the irrigation water 


rates, of course, has been stressed by the 
central government on the state govern* 
ments on various occasions in the past 
also. The success achieved in this sphere, 
however, has not been encouraging. It 
remains to be seen whether the last week's 
concensus would induce the state govern¬ 
ments to act energetically. 

The guidelines which are envisaged to be 
followed in determining the increases in 
irrigation water rates are; 

(i) Water Rates Review Board should 
be constituted in all states; these boards 
will be responsible fbr improving the data 
base and reviewing the rates structure 
periodically; 

(ii) the water rates structure should be 
reviewed periodically in keeping with the 
changes in the price level and spread of 
technology; the rates may be reviewed or 
revised in the fourth year of every Plan 
or whenever the level of prices of which 
the farmer is assured by the state for his 
produce changes by 15 per cent or more, 
whichever is earlier; 

(iii) for promoting fuller utilisation of 
irrigation supply, there is justification for 
levying a minimum charge, called irriga¬ 
tion cess, for every unit of culturable area 
in the command of a project so as to rea¬ 
lise an assured minimum amount of reve¬ 
nue to meet the working expense of the 
project—this should be in the nature of a 
compulsory levy payable by all the owners 
of land in the command area in addition 
to which water rates would be payable by 
irrigators; 

(iv) differential rates for special crops 
may serve as a policy instrument in the 
promotion by the state for the production 
of particular crops needed in overfall 
interest—in the initial years of irrigation, 
promotional rates at a level lower than the 
normal should be levied for promoting 
increased utilisation; 

(v) water rates should be so fixed that 
on an average most of the projects in the 
long run show surpluses of marginal bene¬ 
fits over average annual cost at Bill utilisa¬ 
tion levels; 

(vi) it is desirable to fix uniform water 
rates to the extent possible over broad 
regions; 

(vii) the total recoveries on account of 
water rates from all the projects taken to¬ 
gether should not be less than the annual 
cost, consisting of operation and mainte¬ 
nance charges and at least a portion of the 
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mieicsi aim uepieciauon on capnai in¬ 
vested, incurred by the state for providing 
the services; 

(viii) water rates should be so fixed as 
to bring into the state an appropriate 
share of the net benefit as a part of the 
contribution of the irrigators to resource 
mobilisation for further investment and 
development. 

The actual water rates have to be fixed 
taking all these points into consideration. 
Water rates should be worked out sepa¬ 
rately for flow and lift irrigations. 

* * 

The Indo-lranian joint shipping com¬ 
pany, called the Irano-Hind Shipping Co. 
Ltd, which has started functioning re¬ 
cently, following its registration in the 
third week of March last, is not only ex¬ 
pected to foster trade between India and 
Iran but also yield considerable amounts 
as profit in foreign exchange. The share 
capital of the venture has been contribu¬ 
ted by the Arya National Shipping Line 
of Iran to the extent of 51 per cent and 
the Shipping Corporation of India to the 
extent of 49 per cent. The Shipping 
Corporation's share in equity comes to 
about half a million US dollars, it will be 
entitled to profits in proportion to its 
equity participation in the venture, even 
though the acquisition of ships is to be 
financed by funds to be made available by 
Iran. Besides earning significant quanti¬ 
ties of foreign exchange through the ac¬ 
crual of profits, the venture has also opened 
up sizeable opportunities for the employ¬ 
ment of Indian experts in shipping. 

increased trade 

The Indo-lranian tiade is expected to 
grow fast in the coming years. Iran has 
already contracted to buy from here 
60,000 tonnes of cement, 300,000 tonnes 
of sugar, 50,000 tonnes of rice and 1,30,000 
tonnes of steel. The proposed develop¬ 
ment of Kudremukh iron ore mines in 
Karnataka with Iranian assistance will 
make available large cargos of iron ore for 
shipment to Iran. 

The new company has been admitted 
to the East Coast of India — Gulf Confe¬ 
rence. It is running from last month a 
monthly service. Initially, its vessels will 
carry the above-mentioned bulk commo¬ 
dities, but later on the other general cargo 
trade between the two countries will also 
be catered for. Currently, the general 
cargo trade is being served by the Con¬ 
ference Line ships operating between the 
east and west coasts of India and the west 


Asian gulf, some trade is also being s<h*v- 
ed by Indian Conference vessels. 

* * 

Our exports to the Gulf countries re¬ 
corded a rise of nearly 278 per cent during 
the first nine months of 1974-75. They 
aggregated during this period to as much 
as Rs 193.10 crores, as against Rs 76.57 
crores during the corresponding period 
in 1973-74. The recent trends have indi¬ 
cated that there has been a further subs¬ 
tantia] improvement in this trade. Its 
pattern too has been diversified a great 
deal. 

Iran has proved to be the leading buyer 
of our goods in the Gulf region. Exports 
to this country increased to Rs 118.92 
crores in April-December, 1974, as against 
Rs 25.42 crores in he same period in 
1973. The sharp rise in exports to Iran 
was caused by that country lifting large 
quantities of sugar, cotton manufactures, 
tea, jute manufactures, machinery, trans¬ 
port equipment, spices and iron and 
steel. 

The other country to which our exports 
have increased sharply is Iraq. The off take 
by this country during the first nine months 
of 1974-75 amounted to Rs 40.03 crores, 
as compared to Rs 12.08 crores in the cor¬ 
responding period in the previous year. 
The Iraqi purchases from India included 
iron and steel, machinery and transport 
equipment, textile fabrics, jute manufac¬ 
tures. spices and metal manufactures. 

Exports to Kuwait also increased dur¬ 


ing the first nine months of 1974-75 to 
Rs 28.87 crores from Rs 12.94 crores dur¬ 
ing this period in 1973-74. The products 
that were responsible for this growth 
in exports were electric machinery, rice, 
iron and steel, fresh and frozen meat, jute 
manufactures, tea, machinery and trans¬ 
port equipment. 

Exports to Dubai increased from R* 
8.% crores in April-December, 1973, to 
Rs 27.92 crores in April-December, 1974. 
Exports to Abu Dhabi also increased from 
1.81 crores to Rs 3.23 crores. Imports of 
Abu Dhabi mainly comprised of lime, 
cement and fabricated building material, 
iron and steel, tubes and pipes, tea and 
copper. Dubai, however, purchased more 
varieties including iron and steel, cotton 
manufactures, inorganic chemicals, ores 
and concentrates of silver, tea, electric 
machinery, metal manufactures, transport 
equipment and perfumery and cosme¬ 
tics. 

Saudi Arabia purchased from here dur¬ 
ing the nine months to December last 
goods worth Rs 25.37 crorfcs, as against 
worth Rs 15.07 crores during this period 
in 1973. The last year's purchases mainly 
were of iron and steel, cotton and jute 
manufactures, cereals, inorganic chemicals, 
electric machinery, metal manufactures 
and unmanufactured tobacco. 

Exports to the Bahrain Islands increased 
from Rs 3.99 crores during the nine 
months to December, 1973, to Rs 5.72 
crores during this period in 1974. 
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Microfilm Edition of Eastern Economist 

EASTERN ECONOMIST, for the benefit of Its readers, both at 
home end abroad, has made arrangements with University Microfilms 
of Ann Arbor, Michigan, USA, for the latter undertaking the reproduc 
tion of Eastern Economist on microfilm and through xerographic copies. 

This arrangement covers tor the present back Issues of Eastern 
Economist starting from January 1971. The question of including Issues 
from earlier years in this arrangement is under consideration. 

University Microfilms will be sending the relevant literature to 
prospective microfilm subscribers. It Is believed that this service 
will be of particular interest and value to libraries, business houses, 
firms, government offices and other institutions which may find it useful 
to maintain files of Eastern Economist for record and rafarenca. 

Prospectiva microfilm subscribers may address their enquiries to i 
Serial Publications University Microfilms, 300 North Zeeb Road, Ann 
Arbor, Michigan 48106, USA. 
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POINT OF VIEW 


The concept of 

Dr. B. Ramachandra Rao 


credit 
budget in 




In Tiir past banks in India have been 
functioning without any sort of conscious 
planning effort on their part and only 
on the year-end date in the month of 
December they would realise where they 
have reached as regards their deposits, 
advances and earnings. There were also 
no socio-economic objectives enjoined on 
the banks before the imposition of the 
social control measures on the banking 
system and hence banks were functioning 
in their own way adopting their own 
strategies for growth in deposits, advances 
and profit. Perhaps there was no rational 
and scientific approach to achieve growth 
in the various areas of hanking functions, 
but still each bank was trying to overtake 
the other by results and good performance. 

In fact banks were not preparing bud¬ 
gets for their performance in the areas of 
deposits, advances, expenditure and income 
for the next year. There was no man¬ 
power budget or branch expansion budget. 
Banks were only trying to cross the bridge 
when they reached it and there was no 
pre-thought about crossing it much ahead 
of reaching the bridge. Some branches 
were getting deposits and some branches 
were lending only and no goals were there 
and no targets were given to achieve and 
till 1968 or so things were going on in 
their own way, though some banks were 
doing line in their operations even earlier 
with a sort of performance budgeting in 
major spheres of their activities. 


This calls for planned action. There should 
be a performance budget to do this every 
year. 

On a particular date preferably the 
year-end date banks should find out where 
they are in respect of various banking 
functions and project where they would be 
by the next year end. This amounts to 
doing thing in a conscious and planned 
way. This planning before hand 
helps the banker to take the necessary 
steps from time to time to reach or achieve 
the projected figures by the end of the 
plan period. Proper implementation of the 
budget for performance of the various 
banking functions would ensure the 
bankers how far they could become 
successful in reaching the projected levels 
set for them in the budget. 

performance budgeting 

The idea of performance budgeting has 
already made an entry into the banking 
field now. The National Institute of Bank 
Management is doing its best to educate 
the bankers in this country by conducting 
courses on “Performance Budgeting". 
Many banks have already started using 
performance budgeting technique to pro¬ 
ject their deposits, advances, expenditure, 
income, and various types of inputs needed 
in banking growth with a view to achieve 
the levels at the end of the budget period 
making a conscious effort and rational 
approach. 


effort on the part of the branch staff who 
should function as a team, there is de¬ 
finitely going to be large benefit resulting 
in the process emmnating from every area 
of operation, though there could be 
constraints here and there by competition 
by other bankers and by other factors. 
But of all the budgets the credit budget in 
the banks has come in for lot of criti¬ 
cism as its utility is very much doubted 
on account of the limitations it has in 
implementing it in the context of credit 
constraints presently obtaining in the 
country. 

inhibiting factors 

One may aspire to canvass for 
more deposits, control the expenses, in¬ 
crease the income, but making the ad¬ 
vances as projected budget cannot come 
to pass on account of factors such as cre¬ 
dit squeeze, RBI directives on advances, 
selective credit control measures. fiscal 
policy of the government, busy season 
policy of the RBI discouraging of ad¬ 
vances to monopoly groups etc. But with 
all these inhibiting factors a credit budget 
for a bank is a must as it will provide 
parameters within which available funds 
could be allocated among the various sec¬ 
tors of the economy either at the micro- 
level or at the macro-level. It also helps 
rational deployment of scarce funds. 

A credit budget in its simplest form con¬ 
tains horizontal columns as given below: 


complex operation 

Now banking has become more complex 
in its operations particularly after the 
nationalisation of the 14 major scheduled 
commercial banks. Banking is not mere 
money lending now and bankers have now 
to fullfil socio-economic responsibilities 
by financing even the weaker and neglected 
sectors of the economy. They have to 
also expand their area of operations and 
reach the unbanked areas to sell the bank¬ 
ing services. Savings from every small 
man has to be mopped up and credit 
must be given to every needy person 
for a viable venture. In short, there 
should be intensive area approach to de¬ 
velop the economy at the micro-level. 


A budget is a plan of action for a future 
period and as already said above in bank¬ 
ing it can cover various spheres of banking 
activity. It can cover deposits, advances, 
expenses, income, man-power, branch 
expansion and other inputs for the future 
period. The period may be quarterly or 
yearly, as for implementing the budget, 
there should be conscious and continuous 


Sectorwise Advances level 

borrowers as on 31-12-74 


No of Amount Out- 
a/cs standing 

(1) (2) (3) 


The expected levels should also be 
projected for the quarters ending March, 
June, September and December, 1976 
showing for each quarter the number of 
accounts and the amount outstanding. 
This exercise is merely a projection cover¬ 
ing anticipated credit levels in 1975 and 
1976. Now the whole difficulty comes in 
arranging the vertical columns on the basis 


Expected level of advan¬ 
ces as on 31-12-1975 


No. of Amount Out- 

a/cs Standing 

(4) (5) 
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of the various sectors from which the 

borrowers are to be identified. There may 
be classifications in the following manner. 

1. Agriculture 5. Exports 

2. Industry 6* Personal loans 

3. Trade 7. Others 

4. Small finance 

To have more details and refinement, 
each of these categories may be further 
sub-divided into its diffrent components. 
Then it will dearly project credit deploy¬ 
ment break-up wise or each component¬ 
wise. Such information facilitates close 
attention on each item in credit applica¬ 
tion. To have particulars for these vertical 
columns it will be very difficult when it is 
done to make a beginning. But once the 
details are got. projections become easy 
in the budget. The difficulty also comes in 
identifying the borrowing class in the 
command area for the budget. Some of 
the borrowers included in the projections 
might be already banking elsewhere and 
weaning them away from others may not 
be also desirable except on genuine 
grounds. 

'Instead ol marking the borrowers scc- 
torwise, it is also possible to arrange the 
vertical columns entity-wise or constitu¬ 
tion wise. In this case the branch should 
identify the borrower on the basis of their 
constitution in the cammand area and not 
on the basis of occupation or profession. 

nature of facilities 

A better way of classifying the borrow¬ 
ing class would be in conformity with the 
classification given in the BSR returns. 
The pattern given therein for type of ac¬ 
count and type of organisation may also 
be embodied in the credit budget^to know 
the nature of facilities and type"of bank 
borrowers. Then only the credit budget 
may be more rational and realistic though 
it may be time consuming initially for its 
preparation. 

When the format is understood the 
next question is whether this credit budget 
should be prepared at the micro-level or 
at the corporate level. In between there 
is the regional level where also the credit 
budget can be ptepared for the regions. 
At the micro-level, the branches have a 
complaint that unless they are informed of 
the corporate objectives and goals, they 
will not be able to prepare the credit 
budget which can be of use to them. 
Further as the funds are allocated by the 
head office for deployment at the branch 
level, the branches will not be knowing in 
advance how much resources would be 
allocated for advances in each branch. 
The availability of funds even for the head 
office is beset with constraints and ratios 
like cash reserve ratio, statutory liquidity 
ratio and net liquidity ratio are cons¬ 


tantly operating as inhibiting factors for 
resources for the bank as a whole. 

For preparing the credit budget, the branch 
has to thoroughly study the command 
area for credit dissemination to all the 
segments and sectors. There may be big 
clients to whom credit may have to be 
extended in the area during the budget 
period. If resources arc not there at the 
macro-level, provision of big items in the 
credit budget serves no purpose. But at 
the same time, the head office may not be 
able to indicate in advance whether such 
big items could be provided for or not in 
definite terms. But despite this hurdle, it 
is better to include even big items in the 
credit budget as the branch level budgst 
should invariably contain all units in the 
command area whether funds arc available 
or not to finance each and every case. 

trend of advances 

At the corporate level, the head office 
of the bank can also prepare the credit 
budget for the bank as a whole based on 
the past trend of advances. The histori¬ 
cal data will suggest the percentage growth 
of advances between two balance sheet 
dates and based on that the head office 
will project the luturc levels. But this 
system cannot be called a scientific or ra¬ 
tional method as it does not take into 
consideration the need for growth based 
on the study of the command area re¬ 
quirements at the grass root level. Under 
this traditional trend analysis method, the 
targets will be communicated to the re¬ 
gions which in turn communicate the 
branch targets to every branch in the re¬ 
gion. The branch will have to implicitly 
carry out the targets whether they are 
realistic or not as they are not based on 
studies on the command area of each 
branch for projected credit needs. 

The credit budget to be really effective 
should emanate from the branch level. 
The branches should make an intensive 
study of the command area and prepare 
the credit budget projecting the .credit 
levels sector-wise or entity-wise for the 
budget year. Of course while preparing 
the same, the corporate goals and objec¬ 
tives as known to the branches trorn 
periodical circulars may be taken note ot. 

Branches should also have current 
knowledge ol credit policies of the RBI as 
could be known from the newspapers 
without waiting for communication from 
the corporate level. Branches should have 
a free hand in preparing the credit budget 
for developing their respective areas dur¬ 
ing the budget period. 

Wherever there are regional offices, the 
branches can submit their credit 
budgets to the regional offices. The 
regional manager should examine credit 


budget from each branch on the basis of 
the knowledge he has of every branch and 
its environment. He may have some 
changes to suggest in each case. The re¬ 
gional managers of each region should then 
call for a conference of managers which 
should be attended to by a representative 
of the top management in each region 
Such conference should be negotiating 
forums at tripartite levels to lix the credit 
targets for each branch by bargaining in a 
cordial atmosphere. Of course in the same 
meeting targets for other operations may 
also be fixed to every branch by the re¬ 
gional manager in consultation with the 
corporate level executive. 

independent preparation 

Credit budget can also be independently 
prepared, by the head office, by the re¬ 
gional office and by the branches them¬ 
selves. in such a case in the manager's 
conference, budgets prepared at ail the 
three levels will have to be compared and 
the wide variances if any should be dis¬ 
cussed and finally negotiated for common 
agreement in the conference. 

It is quite true that unlike in the case of 
a deposit budget, the credit budge: has its 
own limitations and utility. If the repay¬ 
ments arc not properly forthcoming the 
oustandings projected will give a mislead¬ 
ing picture of credit projection. If big 
advances projected cannot be fulfilled for 
want of funds the credit budget will re¬ 
main as such in the paper only. But with 
all these constraints, a credit budget pre¬ 
pared at the micro-level cannot be consi¬ 
dered as a futile exercise in the present 
context of credit squeeze and paucity of 
resources. It helps the branch manager to 
make a thorough study of his environ¬ 
ment and the infrastructure of his com¬ 
mand area from the angle of assessing the 
credit needs sectoi-wise or entity-wise so 
that flow of credit to the needy areas can 
be channelled in a rational and planned 
way to build up the economy at the grarss 
root level. 
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WINDOW ONTHE WORLD 


Iran Today—VI 


It takes all sorts to 

V. Balasubramanian make trade 


Iran of course has a special relationship 
with the United States although neither 
side may choose to describe the situation 
in exactly these words. It is well-known 
that Tehran relics heavily on the State 
Department, the Pentagon and the US 
arms industry for military hardware and 
particularly sophisticated military air¬ 
craft or other weapons systems. US 
foreign policy, for its part, has always re¬ 
garded Iran as a dependable ally in the 
pursuit of US strategic interests in the 
Middle East. In May the Shah visited 
Washington where he discussed with 
President Ford political and economic 
issues relating to US-Iranian relations. 
Mr Ford was reported to have assured the 
Shah of the intention of the United States 
“to maintain strength and support for 
American allies throughout the world" 
and the continuing American commit¬ 
ment to seek the reduction of interna¬ 
tional tensions. The two leaders re¬ 
affirmed the importance of close and 
friendly ties founded in deep mutual in¬ 
terests that bound the United States and 
Iran. 

It appears that the Shah availed himself 
of his visit to discuss further arms pur¬ 
chases from the United States. It was 
reported that Iran would buy $5 billion 
worth of American military hardware over 
the next five years. Iran is also believed 
to be considering the purchase of four or 
live of the SI 10 million radar-warning 
jets- Boeings 707s equipped with an air¬ 
borne warning and control system which 
scanned the terrain over a 200-milc 
area. 

oil-dollar link 

It could be presumed that President 
Ford and the Shah also discussed each 
other's position regarding oil prices. 
While the Shah seemed to have attempted 
to sell the concept of oil prices being 
Jinked to the value of the dollar or an 
international inflation index, Mr Ford 
probably reaffirmed the known US posi¬ 
tion to any move on the part of the OPEC 
to hike up oil prices further. The net re¬ 
sult, it could be inferred, was that the 
Shah was left with a feeling that any sharp 


increase in oil prices would meet with 
firm US resistance. 

Although on bil itself US-lranian diffe¬ 
rences remain clear and sharp, there is 
no doubt at all that over a wide area of 
economic cooperation the two countries 
have discovered common ground. The 
President and the Shah expressed great 
interest in the strengthening of trade ties 
between the two countries and it may be 
recalled here that in March this year the 
Iranian minister for Economics and 
Finance. Mr Hushang Ansary, had signed 
with the US Secretary of State, Dr Henry 
Kissinger, what was described as the lar¬ 
gest ever 5M5 billion economic coopera¬ 
tion package. 

non-oil trade 

The agreement contemplates an ex¬ 
pansion of the non-oil trade between 
the two countries by 20 per cent 
to $5 billion over the next five years. 
Incidentally, the Iranian market for US 
farm products is estimated at S750 mil¬ 
lion this year as against $534 million in 
1974 and S109 million in 1973. A further 
S5 billion would represent US military 
sales to Iran, while the remaining $5 bil¬ 
lion of the $15 billion package deal would 
be actual disbursement on the develop¬ 
ment of Iran's industries, food supplies 
and public services. An important consti¬ 
tuent of the package is cooperation in the 
utilization of atomic energy. Iran has 
agreed in principle to place orders with 
US manufacturers for eight nuclcar-po- 
wered reactors for the twin purpose of 
generation of electricity and water de¬ 
salinization. The US government has 
agreed to ensure sufficient supplies of en¬ 
riched uranium for fuelling the reactors. 

The two countries again will cooperate 
in the field of petrochemicals. Washing¬ 
ton would offer incentives to the private 
sector in the United States to work out 
joint ventures with Iranians for the estab¬ 
lishment of petrochemical industries as 
well as projects in the field of electronics. 
In the light of the priority it has given to 
its housing programme, Iran proposes to 
order from American corporations 20 


factories, each capable of producing pre¬ 
fabricated housing parts sufficient for 
1,000 houses. In addition, American firms 
would be building 100,000 apartment 
houses in Iran. The agreement provides 
also for schemes for setting up complete 
hospitals and health institutions in Iran 
by American firms or contractors, a steady 
flow of farm and food products from the 
United States to Iran and joint ventures 
in basic industries as well as in agricul¬ 
ture. 

An interesting feature of the agree¬ 
ment is that American bankers and eco¬ 
nomists are to help Iran set up a new 
capital market inTehran with a view to 
developing the Iranian capital as a major 
financial centre between Zurich and Singa¬ 
pore. It has been pointed out that this 
US-lranian $15 billion trade package ex¬ 
ceeds by SI billion Iran's non-oil trade 
agreements with all other countries put 
together. 

the US emphasis 

The US Stale Department and indivi¬ 
dual American industrialists, business 
firms, financial institutions or investment 
and technical consultants have of course 
been emphasizing the trade and investment 
opportunities available in the Middle 
East, particularly in countries such as 
Iran, Saudi Arabia and Egypt. Here it 
may be more particularly pointed out that 
Iran and Egypt are two countries in the 
Middle East suitable for investment be¬ 
cause they have the human resources. As 
between Iran and Egypt many analysts in 
the United States seem to think that Iran 
represents a better opportunity due to its 
political stability, economic power and 
defence potential. Particular credit is 
given to Iran's search for know-how and 
its desire to assure itself of the capital 
goods and the technology needed for its 
industrialization, it has been suggested 
that Iran could acquire the know-how it 
requires by investing in small and medium- 
sized firms in the United Stales as well as 
by sponsoring US-lranian joint ventures 
in Iran itself. 

The Shah combined his visit to the 
IULY 25, 1975 


EASTERN ECONOMIST 


168 











United States in May with visits to Vene¬ 
zuela and Mexico. While Iran is the 
second largest exporter of oil, Venezuela 
is the third. The talks in Caracas between 
the Shah and President Carlos Andres 
Perez were reported to reveal similarity of 
views on energy-related problems. It 
could be inferred that the Shah's visit was 
prompted by a desire to secure Venezuelan 
support for his proposal that the OPEC 
should revise oil prices upward in Sep¬ 
tember. 

In Mexico City the Shah and President 
Luis Echevcrria were apparently mostly 
concerned with economic cooperation 
possibilities, and a statement on the dis¬ 
cussions disclosed that Iran and Mexico 
intended to undertake joint ventures to 
produce fertilizers, sugar, sponge iron, 
pulp and paper, glass, ships, textiles, 
fruits and packing materials. It was also 
stated that the two Heads of State con¬ 
sidered that an exchange of petroleum in¬ 
dustry technology, experience and in¬ 
formation could be highly advantageous 
in view of the outstanding importance of 
the oil industry in both countries. The 
Shah and the President, it was emphasized, 
had a free discussion on major interna¬ 
tional issues including raw materials and 
the world economic and trade structure. 
Subsequent to these talks a trade pact 
was signed in Tehran which provided, 
inter alia , for the consideration of possibi¬ 
lities of setting up a joint investment 
company to finance projects of mutual 
interest in Iran or Mexico as also in Third 
World countries. It was also mentioned 
that the two countries would cooperate 
in joint ventures in steel, paper and 
pulp, food processing, heavy equipment, 
construction machinery and production 
of automobile spare parts. In agriculture 
the pact envisaged the export of oil seeds, 
cereals and beef from Mexico to Iran. 

Canadian participation 

On the American continent Iran's re¬ 
lations with Canada are also becoming 
closer. Recently the two countries agreed 
to embark on long-term projects for eco¬ 
nomic cooperation and exchange of 
goods. Iran agreed to inform Canadian 
producers of its long-term requirements of 
agricultural products and industrial raw 
materials so that Canada could include 
these requirements in its production 
schedules. Canada is already participat¬ 
ing in the paper and pulp industry in nor¬ 
thern Iran and the two. countries have 
agreed to expand this cooperation and 
also consider participation in other fields 
such as the development of communica¬ 
tions, transportation and agriculture in 
Iran. 

The possibilities of establishing nuclear 


energy stations in Iran with Canadian 
assistance were also discussed. Mean¬ 
while the Shah of Iran has expressed 
interest in the AN IK satellite system per¬ 
fected by Telesat-Canada and successfully 
adopted in Canada for domestic commu¬ 
nication purposes. The Shah has sugges¬ 
ted that the system could be used in Iran 
primarily for education and television but 
it is believed that the vast distances and re¬ 
mote regions of Iran could do with the 
application of this system to a number of 
forms of communications such as high 
quality telephone s>stems and data trans¬ 
missions for government, business and 
the defence services. 

correcting disequilibrium 

In Europe Iran has always had subs- 
uintial trade with the United Kingdom. 
Although British exports to Iran have 
been expanding considerably, the in¬ 
crease in oil prices has led to a large Bri¬ 
tish trade deficit. In 1974 Britain’s im¬ 
ports from lian rose by 116 per cent fol¬ 
lowing the rise m oil prices, while the 
value of Briiain\ exports to Iran rose 
by 65 per cent. In the first quarter of this 
year exports from Britain continued to 
rise while imports were seven per cent 
lower than in the iii\i quarter of last year. 
Whereas Britain's deficit in its trade with 
Iran was 168 million in 1963, it had risen 
to 1234 million in 1974. Both sides, evi¬ 
dently, are interested in correcting this 
disequilibrium. Recently a trade pact, 
was concluded between Britain and Iran 
providing for an exchange of goods of the 
value of SI,200 million. The pact centred 
in an agreement 1<m Britain to build 15 
freighters of around 20,000 tonnes each, 
an order for trucks from the British Ley- 
land Motor Company and major rail 
electrification of the line between Tehran 
and Tabriz. 

Given Iran's complete willingness and 
considerable ability to plough its oil 
wealth into major development of its in¬ 
dustry, agriculture .md infrastructure, its 
economy'could be of immense value to 
Britain'^ e\port time provided of course 
British industry is able to deliver the 
goods. Meanwhile Iran is showing great 
interest in importing know-how from 
Britain. A London architectural and 
planning firm has been commissioned to 
design a satellite iown in Tehran, while 
British conn actors will be supplying over 
the next five yea is 100,090 prefabricated 
homes to be produced in British-built 
factories in Iran. In 1972 there were 
50 British-lranian joint enterprises func¬ 
tioning m ihc latter country. Now the 
number has grown to 150. British firms 
can play a large part in the moderniza¬ 
tion of Iran's railroads, roads and ports. 
The only constraint could be Britain's own 


domestic difficulties with regard to in¬ 
flation or the labour situation. 

With France again Iran has larte-scalc 
trade relations. Greatest importance i> 
attached in Paris to the future of ITanco- 
Irunian economic cooperation. Le 
Figaro, for instance, recently called Iran 
"the most eye-catching nation on the in¬ 
ternational scene." Pointing out that Iran 
had been ignored by the industrial na¬ 
tions for a long time, this paper said that 
'Thanks to its natural resources and wise 
utilization of its wealth, it is now taking a 
noticeable revenge on the past. 1 ' Le Figaro 
noted that, while Iran is in a position to 
pick and choose in the matter of foreign 
collaboration, France seems to enjoy a 
favoured position because of. as this news¬ 
paper put it. "historic factors." From the 
Iranian side the Shah has shown a great 
deal of interest in cultivating French sup¬ 
port for his point of view on oil issues, 
especially as Paris has tended to take a 
view of the oil situation which is some¬ 
what different from that of Washington. 

active French 

Meanwhile France has been quite ac¬ 
tive in exploring trade and investment 
opportunities in Iran. In May. it conclud¬ 
ed a $2.4 billion economic accord with 
Tehran, establishing a joint company for 
investment in cither of the two countries 
or in third countries. Iran Air has al¬ 
ready placed orders for three of the Anglo- 
French supersonic airliner Concorde. 
This plane is due to go into commercial 
service at the beginning of next year. The 
agreement provides for technical discus¬ 
sions for the purchase of more models 
of the plane by Iran. Besides the cons- 
tiuction of the Tehran metro project, 
French participation in the moderniza¬ 
tion of the Iranian railway system is also 
provided for. F rench housing companies 
have concluded agreements for the const¬ 
ruction of 120 housing units by these com¬ 
panies. Moreover, one of the French 
firms recently submitted a tender to the 
National Iranian Steel Company for the 
construction of hundreds of houses and 
apartments in west Tehran. The Franco- 
Iraaian agreement now provides for 
French cooperation in the creation of 
construction industries in Iran and the 
training of the personnel required by the 
construction and affiliated sectors. An 
offer has been received from a French 
firm for the construction of 18 hotels with 
u total capacity of 2,000 rooms. 

In the petrochemical field the National 
Iranian Petrochemical Company and 
Gardinc of France have signed a deal for 
setting up a plant for the production of 
amonia at the rate of 1,200 tonnes pet- 
day. There are also possibilities of French 
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cooperation in the exploitation of natural 
gas reserves in Iran and the export of 
liquefied gas. The French firm of Re¬ 
nault is already active in the Iranian auto¬ 
mobile industry, while a 10-mcmber group 
of textile industrialists from France re¬ 
cently visited Iran to familiarise them¬ 
selves on Iran's textile industry and 
discuss prospects of joint ventures 
in that country. A French economic 
mission has held consultations with the 
Arya National Shipping-lines of Iran on 
prospects for a joint Franco-Iranian 
shipping-line to service the growth of 
traffic which is expected to result from the 
trade agreement particularly in the direc¬ 
tion of the import of French meat, fruit 
and cereals and sugar by Iran. 

In the field of nuclear energy the agree¬ 
ment states that Iran and France would 
embark on joint ventures for the explora¬ 
tion and exploitation of uranium deposits 
in third countries. An agreement has been 
signed between the Iranian Atomic Ener¬ 
gy Commission and France for the estab¬ 
lishment of a nuclear research institute in 
Isfahan at a cost of about S74.6 million. 
This research centre, which is expected to 
be completed in 1980, would carry out 
studies on the applications of nuclear 
technology in Iranian economy and in¬ 
dustry, and determine the country's energy 
guidelines through technical and scienti¬ 
fic research. Negotiations on the setting 
up of a joint company by France and Iran 
for the establishment of a uranium enrich¬ 
ment plant in the latter country have ad¬ 
vanced considerably. In addition to the 
$1 billion deposit which Iran had earlier 
placed with the Banque d'France, Iran 
has granted the loan of a similar amount 
to the French Atomic Energy Commission. 
Again, a mixed Franco-Iranian company is 
being established to hold 25 per cent of 
the shares of Eurodif, the first European 
commercial plant for the production of 
enriched uranium in southern France. 
Iran will take 10 per cent, later rising to 
15 per cent, of France's share of 25 per 
cent in the Eurodif project through the 
French-Iranian company. 

alert Germans 

West German industry has been quite 
alert in si N ing up the investment or other 
business potential in Iran's oil wealth and 
development programmes. There is an 
extensive West German presence in various 
sectors of Iranian industry or infrastruc¬ 
ture. There arc already a large number of 
joint ventures in industries such as petro¬ 
chemicals, automobiles, chemicals and 
pharmaceuticals, electrical products, and 
man-made lihres and shoes. It is believed 
that there will be more West German acti¬ 
vity in the future in areas such as the 
manufacture of heavy machinery and 


machine tools. In April the minister of 
Economics of the Federal Republic of 
Germany, Herr Hans Fridcrachs, partici¬ 
pated in a Gcrman-Iranian investment 
conference, where it was suggested that 
Germany could invest to the extent of 
DM4 billion in Iranian industry. 

Meanwhile a consortium by three West 
German banks has been established in 
Iran aiming at, eventually, an investment 
of some US S17 billion in various indus¬ 
trial projects. Immediately the consortium 
would be financing the Arya cement plant 
in Isfahan which is a $100 million invest¬ 
ment project. An idea of the kind of 
trade deals that are being struck between 
Germany and Iran could be gathered from 
the fact that recently the Arya National 
Shipping Company ordered 16.100-tonnc 
freighters, each costing SI3.3 million, 
from West German shipyards. This 
transaction is to be financed by a West 
German credit of $80 million. The com¬ 
pany plans to buy a total of about 40 
freighters this year from various sources. 
Again, a large Iranian transportation 
company formed recently in Tehran to 
transport goods from the southern ports 
to the Iranian capital, has brought from 
West Germany 1,000 Mercedes Benz 
trucks, each equipped with in-built silos 
and suckers to cut down unloading ope¬ 
rations to within five minutes. This truck 
fleet is intended to handle the movement 
of imported wheat, sugar and rice, 

growing cooperation 

Two other west European countries 
with which Iranian economic relations are 
large and growing are Italy and Holland. 
The Italian economy has received subs¬ 
tantial support from Iranian investments 
in Italian industries as well as in Iranian 
purchases of Italian goods. Italian firms 
have been a considerable supplier of 
equipment to the Iranian oil industry. 
Although the National Iranian Oil Com¬ 
pany is well developed, it still depends 
upon imports for plant and equipment for 
refineries and allied facilities. Italian firms 
have«bcen successful in securing contracts 
for the supply of this equipment most of 
which is fabricated in Italy, while the elec¬ 
tronic gear is imported from the United 
States. An economic delegation from 
Italy was in Tehran recently to explore 
possibilities of joint cooperation in vari¬ 
ous industrial and economic fields. The 
kind of activity contemplated in this con¬ 
nection is illustrated by a project for the 
setting up of a tyre manufacturing plant 
by a joint venture of an Italian firm with 
private businessmen in Iran. A part of 
the cash required for this venture is to 
be put up by the Industrial and Mining 
Development Bank of Iran. 

With the Netherlands Iran has signed 


an agreement providing for joint ventures 
in dam dredging, installation of power 
stations, gas, shipping and housing cons¬ 
truction. The Netherlands will work with 
Iran in various joint ventures in the fields 
of agriculture, meat, poultry and dairy 
production complexes, fishing, and fruit 
and vegetable canning. The Netherlands 
will also cooperate in the establishment of 
of a shipyard in Bandar Abbas, while 
Dutch firms will submit proposals for the 
construction of housing complexes, hos¬ 
pitals and clinics. 

investment in Spain 

An interesting feature of Iran's commer¬ 
cial contacts with Europe is the develop¬ 
ment of trade between that country and 
Spain. Iran has not been slow to realize 
that, thanks to large US investment of 
capital and technology in the development 
of industries in Spain and the relative!) 
low labour costs in the Spanish economy, 
that country has emerged as a compe itivc 
source for a wide varie:y of manufactured 
goods. The result is that Iran has been 
actively importing from Spain. Apart 
from this, Iran is expected to participate 
in a Spanish-Iranian joint shipbuilding 
venture. A visiting Spanish delegation 
has also offered to supply 20,000-tonnc 
cargo vessels, railroad wag ns and food¬ 
stuffs including meat, olive oil. fruit, 
vegetable and poultry. Spanish firms have 
been invited to participate in an interna¬ 
tional tender for the supply to Iran of 
wagons fitted with cold storage, goods 
wagons and hulk cargo wagons. Finally. 
Spanish companies arc showing interest 
in building hotels and modern tourist 
facilities in Iran. 

The very fact that Iran’s commerce 
with west European countries is going up 
by leaps and bounds has produced strains 
in Tehran's relations with the EEC. Iran 
had a 10-year trade agreement with the 
C ommunity and this expired in 1973 when 
Tehran decided not to renew it. This was a 
limited trade agreement providing for 
non-preferential treatment for Iran's ex¬ 
ports of such items as carpets, caviar and 
dried apricots. Iran has taken the posi¬ 
tion that, in view of the tremendous 
growth in its trade with the EEC countries, 
a more meaningful agreement will have to 
be negotiated for eliminating trade or 
tariff barriers to the entry of non-tradi- 
tional as well as traditional exports from 
Iran. 

As the Economics and Finance minister, 
Mr Hushang Ansary, explains it, Iran’s 
imports from the EEC had jumped from 
$900 million in 1971 to $2.3 billion in 1974 
and are expected to increase by 60 per 
cent this year. During this period Iran 
has established varied and expanded eco~ 
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nomic ties with West Germany, France, 
Britain and Italy. By the end of the sixth 
Plan (1978-83) Iran's total foreign trade 
volume is expected to exceed the HO bil¬ 
lion mark and imports from the EEC 
could reach $16 billion by March 1984 
if the Community retains its present 
share of the Iranian market. Already 
agreements of the order of more than 
$12 billion have been finalized with EEC 
member-countries by Iran, which has ex¬ 
tended credit to them and has also fina¬ 
lized projects for the supply of large 
amounts of Iranian natural gns to Europe. 
Mr Ansary therefore argues that the 
conclusion of a comprehensive preferential 
agreement between Iran and EEC is the 
best way of promoting the present im¬ 
pressive prospects for trade between the 
two countries. 

More specifically. Iran is Keen on the 
EEC lifiing its tariff barrier against petro¬ 
leum refinery products which Iran is an¬ 
xious to market on a large scale in western 
Europe. The Shall in fact has given 
notice dial Iran will take a tough stand 
towards the European Economic Commu- 
'mty in its attempt to get the preferential 
trade terms it feels it deserves. Sir Chris¬ 
topher Soames, the EEC Commissioner 
for External Affairs, was in Tehran in 
the Iasi week of May to sort out this pro¬ 
blem. Although he was left in no doubt of 
the fact that Iran was resolute in its 
demand for a preferential agreement, he 
himself could only say that discussions on 
this issue would have to wait until the 
Commission could give the go-ahead. He 
suggested, however, that exploratory talks 
could he held in the meanwhile and he 
suggested that Brussels and Tehran should 
jointly undertake at expert level an exer¬ 
cise to determine if Iran's major objectives 
could not be met satisfactorily in other 
ways which would give Iran a privileged 
position in its relations with the 
Community. 

fear of the USSR 

Not very long ago the Shah said publi¬ 
cly and frankly that the Soviet Union was 
the only power which was in a position to 
attempt an invasion of Iran by land and 
he added quickly enough that if such an 
attempt were ever made, it would certain¬ 
ly meet with a hot reception from Iran's 
armed forces. There is no gainsaying the 
fact that much of Iran’s defence prepared¬ 
ness is directed towards protecting and 
promoting the country's security and terri¬ 
torial integrity against possible hostility 
on the part of the USSR. This could he 
said to be the uneasy major premise of the 
syllogism of Iran's relations with the 
Soviet Union, All the same, in the sphere 
of trade and commerce, a good deal of 


business is being done between the two 
countries. 

The USSR, as I described earlier, has 
collaborated with Iran in the setting up of 
the Arvamehr steel plant near Isfahan. 
Soviet credits for this project arc being 
serviced by the sale of Iranian natural 
gas to the USSR. Although the Soviet 
Union is the world’s largest producer of 
gas, with Iran coming next, the latter has 
a surplus to export, while the former 
could use more gas than is produced by 
itself. There is therefore close coopera¬ 
tion between the Soviet Union and Iran 
in natural gas development in the latter 
country. In an agreement signed with the 
USSR, the Iran Gas Trunk-line was initia¬ 
ted for lapping some 19 billion cubic 
metres of associated gases per year from 
the oilfields situated in southern Iran 
and transmitting it to the northern region 
of the country through a number of major 
Iranian population centres en route to the 
Iran-Soviet border. This 1.100-kilometre 
trunk-line was completed in October 1970 
and by the end of 1974 Iran had trans¬ 
mit ied more than 1,150 billion cubic feet 
of gas to the Soviet Union. 

varied imports 

This apart, commerce between the Soviet 
Union and Iran is so large and varied 
that quite often convoys of trucks from 
the Iranian side are held up for days at 
the Iran-Soviet border due to traffic con¬ 
gestion farther on. Earlier this year ihe 
two countries signed the largest economic 
agreement ever reached between them and 
among its provisions were the following: 
the ultimate expansion of the Soviet-built 
steel plant at Isfahan to a capacity of eight 
million tonnes of crude steel per year from 
the present capacity of 600,000 tonnes 
which is already in the process of being 
stepped up to four million tonnes at a cost 
of approximately 51.8 billion; the building 
of new electrical power plants in Iran 
with a total output of 2.000 megawatts 
at a cost of about S240 million; building 
a number of grains silos in * Iran at 
an estimated cost of $70 million: ex¬ 
panding the heavy machinery plant at 
Arak from capacity of 30,(X)0 to 50,000 
tonnes per year; and a joint venture for 
seeing up a huge paper complex in the 
USSR with Iranian credit. 

This agreement has several interesting 
features. I he pu»iects located in Iran 
will be built by the Russians and paid 
fof bv the Iranians. The Iranian credit 
for the proposed paper mill in the 
Soviet Union will be repaid by the 
USSR in the form of products from 
the plant which will have a manufacturing 
range covering pulp to finished paper and 
newsprint. The two countries have how¬ 


ever agreed to change the method of pay 
ment from gold to “a basket of curu-n 
cics." Actually gold has not changed 
hands in the course of Soviet-Iranian 
trade so far and the new method of pay¬ 
ment would reflect only a change in the 
payment “mechanism', fn addition to this 
economic cooperation agreement the 
Soviet Union and Iran are working on a 
new five-year trade agreement aiming at 
an exchange of goods of the order of 
$2.5 billion. 

joint ventures 

Yugoslavia and Iran have agreed in 
principle to launch long-term joint ven¬ 
tures in the fields nf agro-industrial de¬ 
velopment, technological cooperation, 
mining, forestry, shipbuilding, housing, 
health and tourism. A three-year trade 
and payment agreement between Iran 
and Hungary calls for total trade volume 
of S 76 million in 1975-76 and of S84 mil¬ 
lion in 1976-77. Iran will export textiles, 
motor vehicles and aluminium in addition 
to cotton and dried fruit and import live 
sheep and cattle and industrial machinery 

With other Fast European countries 
such as East Germany. Czechoslovakia 
and Poland, too. Iran has been expanding 
its commercial contacts, particularly m 
the direction of importing steel products, 
machinery, food processing and cold 
storage units, trucks, industrial raw ma¬ 
terials and meat. 

The volume of Iran-East German trade 
is currently about S66.5 million and is 
limited to Iranian imports of essential 
industrial goods and exports of traditional 
Iranian goods and raw materials. A trade 
agreement signed earlier this month, how¬ 
ever, is expected to step up the volume of 
trade to $152 million in 1976 and yet 
higher levels in subsequent years. The 
new agreement stales that some 60 per 
cent of Iran’s exports to East Germany 
next year will consist of industrial pro¬ 
ducts. and the percentage would increase 
to 63 in 1977 and 60 in 1978. Among 
Iran's major exports figuring in this pro¬ 
gramme are aluminium, shoes, machine 
tools, buses, detergents, textiles, plasties, 
petrochemical products, freezers, cold 
storages, gas stoves and water meters. In 
addition, traditional Iranian exports, such 
as dried fruit, cotton, leather and mine¬ 
rals. also figure in the agreement. East 
Germany , in turn, will export to Iran food 
and livestock, road and construction ma¬ 
chinery, motor vehicles, machine took, 
machinery for sugar mills and cement 
plants, agricultural machinery, machinery 
for the petrochemical, plastics and metal¬ 
lurgy industries, chemicals and petroche¬ 
micals, textile machinery and raw mate¬ 
rials. 

Iran's economic and trade contacts with 
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Japan have expanded enormously in re¬ 
cent years, thanks largely to the aggres¬ 
sive business promotion efforts under¬ 
taken by Japanese industry and commerce. 
Japanese firms are expected to play an 
increasingly active role in the Iranian 
petrochemical, copper mining and pro¬ 
cessing, and electronic industry develop¬ 
ment. Iran is also interested in lapping 
Japanese know-how or expertise for the 
modernization of its railways, urban 
transport and port expansion. An inte¬ 
resting $ 25 million deal with Sony Cor¬ 
poration covers the supply of audio-visual 
equipment as well as the provision of 
technical guidance for an extensive voca¬ 
tional education programme in Iran. 
The two countries signed a few weeks ago 
a new trade agreement which will be in 
effect till June next year, and is expected 
to step up the annual level of trade bet¬ 


ween (ran and Japan to well over the $ 1 
billion-mark. The agreement emphasizes 
the export of more industrial goods from 
Iran and provides for the creation of a 
consulting committee of Iranian and 
Japanese ministers to meet regularly in 
Tehran and Tokyo for continuously study¬ 
ing possibilities for greater trade and eco¬ 
nomic cooperation between the two 
countries. 

In the case of China, Iran seems to 
have undertaken a probing effort to ex¬ 
plore the ground for friendly political and 
economic relations. The Shah's twin sis¬ 
ter, Princess Ashraf, recently made a use¬ 
ful visit to Peking where she met Premier 
Chou En-Lai. China's Vice Premier Li 
Hscin-Nicn was in Tehran subsequently. 
The Chinese leader noted that although 
China and Iran had different social sys¬ 


tems, both faced the tasks, as he put it, 
of safeguarding state sovereignty and in¬ 
dependence, opposing foreign aggression 
and building their respective countries. 
He made special mention of the air ser¬ 
vice inaugurated last year by the civil 
aviation organization of the two countries 
and said that this had provided “an aerial 
bridge of friendship above the ancient 
‘Silk Road', thereby linking the two 
countries even more closely than had been 
the case historically. Such friendly ex¬ 
changes on the political plane between 
China and Iran may be regarded as evi* 
dence of Tehran's foreign policy as well as 
foreign economic policy of cultivating 
political understanding and mutually ad¬ 
vantageous economic relations with as 
many countries of the world as possible. 

(To bo concluded) 
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I 

Rising Western Export Surpluses 

Economic ru.ations between east and 
west are affected by the inflationary price 
rises in western markets. Most east Euro¬ 
pean economies try to keep the effects of 
these price rises away from their domestic 
markets via their state foreign trade mono¬ 
poly. But the overall economic costs of 
this kind of inflation fighting are almost 
impossible to quantify. The new uncer¬ 
tainties about development in western mar¬ 
kets make the CMEA countries' foreign 
trade planning more difficult too. This 
is particularly serious because the foun¬ 
dations for the 1976-80 five-year Plans 
are having to be laid now. Some of the 
repercussions extend to the planning of 
intra-bloc trade too: after a time lag, price 
trends in western markets affect the terms 
of trade between CMEA countries. 

Trade between the major members of 
the “Council for Mutual Economic 
Assistance" (CMEA) and the currently 
24 member states of the (OECD) western 
industrial countries, i.c. east-west trade, 
reached a turnover of 22,000 million 
transfer roubles (TRbl)*in 1973. This 
meant an increase of 34 per cent a mark- 


*The value of lhe TRbl. is determined by the 
official gold content of0.9X7412 grams. i e. 1073: 
TRbl. -- US.# 1.34. Mccauseof the revaluation of 
the TRbl again-.l the dollar <1 11 percent! cas‘- 
west trade, valued in US.S actually rose about 50 
percent in 1973 


ed acceleration not only on the previous 
year (■? 15 per cent) but also on the decade 
1960 to 1970 (annual average: +10 per 
cent). The rate of increase in 1973 was well 
above that of the CMEA countries' total 
foreign trade (+18 per cent) as trade with¬ 
in the CMEA bloc increased by only II 
per cent. Even allowing for price in¬ 
creases the CMEA countries' trade with 
the west in 1973 probably expanded once 
again. But still, the importance of east- 
west trade remains minimal. Between 
I960 and 1973 its share of world exports 
rose from four to five per cent. 

economic importance 

The economic importance of east-west 
trade varies considerably according to 
which economic bloc is involved 
(sec Tabic I): in 1973, only 4.5 per 
cent of the western industrial coun¬ 
tries' exports went to the CMEA area 
(I960: 3.5 per cent), but conversely the 
CMEA countries" exports to the west 
made up 27 per cent of their total exports 
(I960: 21 per cent). The development of 
east-wesl trade is characterised by the 
western industrial countries' rising export 
surpluses: in 1973 alone, the surplus was 
about $ 3,500 million, cumulated from 
1960 to 1973 about $ 1,400 million. 

Payments in east-west trade arc made 
almost exclusively in western currencies, 
usually in US dollars Western market 
prices basically also apply to trade between 
east and west. Accordingly, east-west 


trade prices have accelerated in the last 
two years. However, in Hungary — there 
are no official data for the other CMEA 
countries— the rise in the price of im¬ 
ports from the west in 1973 was slower 
than the rise in export prices, i.e., the 
terms of trade with western countries im¬ 
proved slightly. This was because of the 
large share in exports to the west of agri¬ 
cultural goods (44 per cent), where world 
market prices in 1973 rose by an average 
of nearly 50 per cent (Table II). 

The CMEA countries are trying to 
adjust the prices of their export goods 
to the increased world market level. But 
they manage to do this — if at all — 
only with a time lag and usually only 
partially. There could be several reasons 
for this: the most decisive is their gene¬ 
rally weak market position. In addition 
the CMEA countries’ trade with other 
states — including their western trading 
partners — is bilaterally orientated. This 
makes for even less flexibility in foreign 
trade than traditional trade relations and 
political considerations would impose 
anyway. The CMEA economies therefore 
have little opportunity to counter a de¬ 
terioration in their terms of trade by shift¬ 
ing their trade if inflation rates vary from 
region to region and some currencies re- 
or devalue by more than others. 

In general terms those CMEA count¬ 
ries whose exports to the west consist 
largely of farm products, fuels and in¬ 
dustrial raw materials were, if anything. 
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able to improve their terms of trade 
(USSR, Poland, probably also Rumania). 
By contrast, those CMEA countries with 
few raw materials were put at a disad¬ 
vantage by price rises in the world mar¬ 
kets. Balance of payments problems in 
these countries are on the increase: they 
can only be overcome by stepping up ex¬ 
ports, cutting back on imports or both. 

II 

Socialist Foreign Trade Defence 
Mechanism 

In the CMEA countries all transactions 
with foreign countries (trade, capital 
movements, services) are controlled by 
the stale, via the state foreign trade and 


foreign exchange monopoly. The main 
elements of this system are: 

The organisation of internal and ex¬ 
ternal trade is completely separate. Fo¬ 
reign trade business is accomplished by 
specialised state Foreign Trade Enterprises 
(FTE) which are the responsibility of the 
Foreign Trade minister. Domestic pro* 
ducers and consumers are isolated from 
the foreign markets. 

This traditional organisation has in 
some countries (Hungary, Poland, GDR. 
Czechoslovakia) heen changed b> the 
foreign trade reforms of the past few 
years: selected large enterprises were 
given the right to do their own exporting; 

T\hij, l 

World Trade Matrix 1 


a number of FTE were eiher affiliated to 
the respective industrial ministries or 
converted into service businesses working 
for production firms on a commission 
basis. But financial transactions with 
foreign countries remained under the 
strict supervision of the top economic 
bodies. 

Internal payments -between the FTE 
and their domestic suppliers or customers 
—are based on domestic prices, which 
bear no relation to corresponding world 
market prices. Domestic prices for export 
and import goods are set independently by 
the top economic authorities within the 
framework of the stale price fixing ma¬ 
chinery, in line with national economic 
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10.4 


22.5 

Western industrial countries 9 

$ bill. 

82.0 

63.7 

*7.6 

69.0 

3.1 

20.3 

2.9 

21.6 

20.9 

72.1 


p.c. 

100 


70.2 


3.8 


3.5 


25.5 


Socialist countries 3 

S bill. 

15.2 

11.8 

3.0 

3.6 

10.8 

70.6 

9.3 

69.4 

1.3 

4.5 


p.c. 

100 


19.7 


71.1 


61.2 


8.6 

of which 











CMEA countries 4 

$ bill. 

13.2 

10.3 

2.8 

3.4 

9.5 

62.1 

7.9 

59.0 

0.7 

2.4 


p.c. 

100 


21.2 


72.0 


59.8 


5.3 


Developing countries 5 

$ bill. 

27.5 

21.4 

M.7 

23 6 

1.2 

7.8 

0.9 

6.7 

6.2 

21.4 


p.c. 

100 


"T . 6 


4.4 


3.3 




1973 












All countries 

S bill. 

568.5 

100 

404.1 

100 

57.5 

100 

53.4 

100 

98.7 

100 


p.c. 

100 


"LI 


10.1 


9.4 


17.4 


Western industrial countries 2 

S bill. 

392.2 

69.0 

29 l, .2 

74.0 

18.9 

32,9 

17.6 

32.9 

69.4 

70.3 


p.c. 

100 


“76,3 


• 4.8 


4.5 


17.7 


Socialist countries® 

S bill. 

58.1 

10.2 

{6.4 

4.1 

32.7 

56.9 

31.1 

58.2 

6.5 

6.6 


p.c. 

100 


2k. 2 


56.3 


53.5 


11.2 


of which 











CMEA countries 4 

S bill. 

52.7 

9.3 

14.0 

3.5 

32.2 

56.0 

30.6 

57.3 

3.4 

3.4 


p.c. 

100 


26 6 


6M 


58.1 


6.5 


Developing countries 6 

$ bill. 

102.5 

ISO 

76.3 

18.9 

5.3 

9.2 

3.7 

6.9 

19.7 

20 . o; 


p.c. 

100 


74 4 


5.2 


3.6 


19.2 


Special trade, i.e., excluding re-exports, excepting the socialist countries, Britain. South Africa, Hongkong and Singapore, 
Including intra-German trade. Excluding trade between socialist countries in Asia. Differences between the sum of individual and 
total figures are exports not broken down by region. Fob values in prices of the respective year, converted to US-$ at current 
official exchange rates. ®OECD countries incl. Yugoslavia and South Africa. 3 C’MEA countries and Albania, China, North 
Korea, Mongolia and North Vietnam. ‘Bulgaria* Czechoslovakia, GDR, Hungary, Poland, Rumania and USSR. »On the Gatt 
definition, including dependent territories and Cuba. 

Sources: Calculated from International Trade 1973-74, GATT, Geneva 1974, and CMEA countries'' foreign trade statistics. 
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Table II 

Index of Import and Export Prices in Hungary in 1973 


(4972*100) 


of which 


Categories 


All CMEA Western Deve- 

countries countries industrial loping 

countries countries 


planning requirements. The foreign 
trade apparatus offsets the differences 
between these prices and the domestic 
equivalent of the actual foreign exchange 
receipts and expenditures against the state 
budget via the so-called price equalisation 
account. So there are always two “balan¬ 
ces of payments”: an “internal” one based 
on domestic prices and an “external” 
one based on world market prices. 

The price equalisation account can 
serve to prevent any direct impact on do¬ 
mestic price levels by export and import 
prices. However, because of the interrup¬ 
tion of direct international price rela¬ 
tions, this system does not allow for an 
evaluation of the profitability of export 
and import deals or for precise calcula¬ 
tion of the advantages and drawbacks. 

This is a major obstacle in the way of 
the reorientation of foreign trade policy 
away from “import substitution” towards 
“export-orientated growth” at which the 
CMEA countries are aiming. It is diffi¬ 
cult to imagine the required competitive 
export industry being built up in the ab¬ 
sence of any direct price relationship with 
the potential markets. 

To make profitability calculations in 


Imports goods, total 

Fuels, electrical energy 
Raw materials, semimanufactures 
Agricultural commodities and food 
Machinery, vehicles and other in¬ 
vestment goods 
Industrial consumer goods 
Export goods, total 
Fuels, electrical energy 
Raw materials, semimanufactures 
Agricultural commodities and food 
Machinery, vehicles and other invest¬ 
ment goods 

Industrial consumer goods 

Terms of trade 1 


106.3 

100.9 

113.7 

138.2 

103.6 

101.9 

112.2 

164.3 

104.8 

100.0 

111.9 

111.4 

132.3 

107.1 

137.1 

156.3 

102.4 

101.0 

106.7 

__ 

102.4 

101.7 

106.7 

103.5 

105.0 

101.6. 

114.8 

105.2 

122.8 

100.4 

144.5 


105.4 

100.7 

116.5 

107.3 

112.5 

106.2 

117.0 

118.6 

101.0 

101.0 

101.8 

100.8 

101.4 

99.8 

107.1 

1('4.3 

98.8 

100.7 

101.0 

76.1 


‘Index of export prices index of import prices. 

Source: Foreign trade yearbook 1973 (Hung.) Budapest 1974. 


Table II 

Selected Data on the CMEA Countries' Trade with the W est 1 


Imports from the west 2 


increase Share 
Mill. on of total 
TRbl. 3 previous imports 
year in% 


Exports to the west 2 


-Trade deficit 

O' 

;0 

Mill increase Share 
TRbl 5 on of total 

previous exports- 

year in % Mill. TRbl. 5 


Primary Manufactures 4 

products 3 


Percentage shares of 


Western Western Western Western 
imports exports imports exports 


1973 


1960 

to 1972 

1973 4 


Bulgaria 

363 

19.9 

Czechoslovakia 

1,144 

25.2 

GDR 

1,495 

16.9 

Poland 

2,597 

72.8 

Rumania 

1,127 

26.3 

Hungary 

860 

17.6 

CMEA 

excluding USSR 

7,606 

34.9 

USSR 

4,622 

33.0 

Total CMEA 

12,228 

34.2 


15.8 , 

331 

15.7 

13.4 

52 

25.4 

963 

19.6 

21.8 

181 

25.5 

1,083 

10.9 

19.3 

412 

44.2 

1,630 

33.2 

33.9 

967 

43.1 

995 

36.3 

35.7 

132 

30.0 

820 

26.7 

25.4 

40 

31.7 

5,822 

24.7 

25.0 

1,784 

29.7 

3,838 

50.7 

24.3 

784 

30.9 

9,660 

33.9 

24.7 

2,588 


686 

11.9 

56.7 

87.6 

43.4 

859 

27.3 

29.0 

72,0 

69.7 

1,381 

29.7 

22.1 

70.2 

77.4 

1.464 

22.0 

60.7 

77.4 

38.6 

1,659 

15.7 

53.4 

83.8 

46.0 

843 

18.7 

54.8 

80.9 

44.2 

6,892 

21.6 

48.0 

78,0 

51,2 

3,266 

27.2 

70.8 

72.4 

28.4 

10,158 

23.9 

57.0 

75.7 

42.1 


l Trade between the CMEA countries listed and the OECD countres 2 Fob at current prices; Hungary's imports cif. •SITC 
groups 0 -4. 4 SITC groups 5—8. The data on trading patterns come from OECD sources and are not strictly comparable with the 
other data which, for instance, take in intra-German trade. 6 TRbl 1*US.# 1.34. Cumulated figures, 


Sources: CMEA countries' statistical yearbooks and foreign trade statistics and OECD foreign trade statistics. 
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foreign trade more reliable, measures to 
adjust domestic prices to foreign trade 
prices have been in operation in Hungary 
since 1968 and in Poland since 1971; price 
equalisation in its traditional form was 
abolished. Since then, export and im¬ 
port prices in both countries are being 
converted into the domestic currencies 
using so-called foreign exchange coeffi¬ 
cients (i.c., "internal” exchange rales). 
This means that expenditure on exports 
and receipts from imports bear directly 
on income and expenditure and thus on 
the producers operating results too. 

In Hungary, the "internal” exchange 
rate was originally fixed at the level of the 
average purchasing power of the forint 
(Ft. 60~ US. SI). Since 1971, this ex¬ 
change rate has been put up three times, 
in line with the depreciation of the dollar 
against gold; the last time was on 
January 1. this year (Ft. 43.50■»US. SI). 

These exchange rate adjustments (re¬ 
valuations) have been insufficient, how¬ 
ever, to slop the import of inflation. So 
both countries have introduced import 
subsidies as well. In Hungary, these 
amounted to Ft. 24,000 million in 1974. 
(1974 Plan: 10,000 million: 1973: 5.000 
million), or eight per cent of total state 
spending. Export taxes were imposed at 
the same time, but are unlikely to have got 
anywhere near covering this additional 
expenditure. In view of this burden on 
its budget, the Hungarian government at 
the beginning of this year decided to 
neutralise price increases for western 
imports by continuously revaluing the 
forint. Where exchange rate policies 
could not achieve this — e.g. the exorbi¬ 
tant oil price increases.such price rises 

add to producers’ costs. Accordingly, 
wholesale prices are periodically 
raised. 


Ill 

Deteriorating Prospects for 
East-West Trade 

The CMEA countries are finding that 
the far-reaching changes in the world 
economy have made their trade with the 
west more difficult. True, official econo¬ 
mic policy everywhere — and particu¬ 
larly in the USSR—does aim for faster 
expansion of these economic relations, in 
line with their countries’ economic inte¬ 
rests. But high inflation rates, combined 
with economic weakness and increasing 
balance of payments deficits in the wes¬ 
tern industrial countries, do not permit 
present trends to be extrapolated.; and 
this is happening at a time when the 


CMEA countries are hard at work draft¬ 
ing the new 1976-80 five-year Plans. 

There are also difficulties in planning 
intra-bloc trade. Basically the trend in 
prices in western world markets deter¬ 
mines the exchange rates within the eas¬ 
tern block too, though with a time lag. 
Trade is based on so-called contract 
prices which are set on the basis of world 
market prices for an agreed reference 
period and which as a rule remain un¬ 
changed during a five-year planning 
period; for the 1971-75 plan these weie 
the average world market prices of the 
years 1965 to 1969. However, world mar¬ 
ket prices are not used directly but are 
first adjusted for “trade-cycle and specu¬ 
lative” fluctuations. 

price haggling 

The contract prices for the five-year 
planning period ahead are currently being 
haggled over in bilateral CMEA negotia¬ 
tions. These are concentrated on prices 
for Soviet oil and Soviet raw materials, 
since supplies from the USSR cover 90 
percent of the smaller CMEA countries' 
import needs lor oil and between 70 and 
100 per cent for a number of industrial 
raw materials. Agreement on this is 
particularly hard to get because raw ma¬ 
terial prices in western markets have been 
turning down again since the middle of 
1974, thus there U a danger of fixing 


excessive prices for a medium-term 
period. 

According to such statistics as are avail¬ 
able from the western partner countries, 
cast-west trade in 1974 rose by an esti¬ 
mated 45 percent; alter deducting price 
increases, a real increase of eight to 10 per 
cent remains. Real expansion over 1973 
has slowed down markedly. In 1975 the 
growth of east-west trade will slow down 
further. Most western countries are going 
through a phase of marked economic 
weakness. The gross national product 
of the C'MEA's 15 most partner count¬ 
ries in real terms I weighted by the shares 
of CMEA exports) will rise by only one to 
two per cent this year (1974: 2 per cent: 
1973: 6 per cent). The CMEA countries 
will be unable to expand their exports to 
western markets b\ much. Given the high 
level of debt they have alread\ reached, 
the CMEA countries' capacity to absorb, 
imports from the west will be affected, 
but not to the extent of making a reduc¬ 
tion in the CMEA countries' trade deficits 
in their trade with the west likely. 

Sources and acknowledgements: The 

foregoing summarises a report in the la¬ 
test f con omit Bulletin issued by the Deuts¬ 
ches Inst it ut f ur Wirtschaftsforschung, 
5 Kocnigin Luise Str. Berlin 33, but the 
DIVV is not responsible for the wording 
of m> summarv. 


1 I 
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A Quarterly Bulletin of "Eastern Economist" this publication surveys 
Important developments in each quarter in the various fields of the 
national economy as well as in the world economy, organizes its mate¬ 
rial in convenient form and illustrates it with diagrams, graphs and 
charts. Its features are a business roundup, an analysis of markets and 
an investment supplement. 
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The annual subscription is Rs 20. 
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Britain’s shadow over Europe 

E.B.Brook Vienna 


i ms is the season when Europe takes a 
holiday for two months. But it is un¬ 
avoidably a restless holiday season this 
year with uncertainty unsettling both the 
west and east of the continent. 

West Europe has certainly seen far 
worse times. Inflation in most countries 
shows signs of easing off, with 20 per cent 
the maximum inflationary rate anywhere 
except in Britain. Unemployment, especial¬ 
ly in France and West Germany, remains 
a threat but still well under control. The 
structural problem of west Europe’s 
Common Market having been solved by 
the British referendum, there are no basic 
worries in that sector at the moment. 
The Germans flood down to the Medi¬ 
terranean and the French to their seaside 
with relatively light hearts but a cloud 
hangs over all in the form of uncertainty 
about the strength of the British eco¬ 
nomy. 

Certainly neither the Germans nor the 
French or any other continental people 
would care very much about the state of 
Britain unless it directly affected the pros¬ 
pects of their own welfare. But having for 
so Jong advocated unity in European eco¬ 
nomics and operating joint policies for 
food and regional development no one 
can be indifferent if a major currency is 
steadily plunging to a new devaluation or 
a major Market economy is slowly stag¬ 
nating to become another burden to the 
Market generally. 

rising unemployment 

To bring home the fact that troubles 
do not stop with frontiers there is not 
only the phenomenon of slowly rising un¬ 
employment and rising prices but also a 
fairly general slowing down in national 
and personal prosperities. Several firms 
of good repute have in the last few months 
in almost every west European state ei¬ 
ther ceased to do business or have been 
forced to admit financial difficulties. 
Banks are increasingly holding the fort 
financially for firms in difficulties or being 
obliged to appoint trustees to run their 
affairs as bank debtors. The general level 
of bankruptcies has doubled in west 
Europe during the last year. Even in 
Switzerland, that home of financial stabi¬ 
lity, the number of bankruptcies is up by 
55 per cent in the first half of this year 
compared with the figure for the first half 
of 1974. In W. Germany and Austria the 
number of personal or firms’ failures is 
about twice the level last year. These 
severe personal difficulties make it more 
irritating for the continental Euro¬ 


pean to read of ever fatter pay packets in 
Britain when the national economy there 
is supported by immense international 
borrowing and when willingness there 
to cease boosting inflation by more wage 
claims appears to be completely absent. 

shrinkage in trade 

The shrinkage in world trading since 
the results of dearer oil made themselves 
evident has hit all but the biggest firms 
in west Europe hard. Only the steel, coal 
and automobile giants had sufficient re¬ 
serves and resilience to stand the strain: 
the building trade has been especially 
hard hit as orders have been steadily can¬ 
celled. The first signs of world recovery 
are being anxiously awaited. The official 
prophets are not encouraging. The Com¬ 
mon Market's Commission expects a 
recovery to begin in the latter half of this 
year and gather strength during 1976, 
spreading to the smaller countries, now 
the most severely affected. But, even so, 
growth in gross national products is 
not expected and total trading volume 
for this year will be some seven per cent 
down on last year’s figure. 

The Market’s caution is echoed by the 
International Monetary Fund (IMF) who¬ 
se managing director expects only a mo¬ 
dest improvement within the next twelve 
months. The pattern of price increases 
between industrial nations will be very 
uneven, making the start of even partial 
recovery from the current severe recession 
unusually slow. The Common Market 
is bracing itself for a sales assault this 
autumn from the United States which is 
finding the small area of attention it de¬ 
votes to foreign trade insufficient in its 
present circumstances of economic recess. 
Usually, the United States contents itself 
with selling west Europe farm produce and 
high technology goods. Later this year 
the Market area is expecting a major drive 
from the USA to sell its cars, refrigerators 
and other consumer durables. This would 
make life even more difficult for the Ita¬ 
lians. French and Germans, all of whom 
are highly competitive in the light con¬ 
sumer durables markets. An American 
drive in this sector would also conflict 
with j east European exports of cars and 
electronic goods, especially from Poland, 
Hungary and Bulgaria. 

The United States’ unemployment prob¬ 
lem is expected to force it to be a seller 
in new fields to the European Community 
area. The Ford administration has been 
showing marked interest in finding ways 
to overcome technical barriers to increas¬ 


ing trade with the Community and of fal¬ 
ling in line with the Community's own 
efforts to harmonize conditions for intra- 
Market trade. Non-tariff barriers are the 
first item on the American negotiating 
list. 

The American intention to increase its 
trade with west Europe is impelled not 
only by its domestic economic condi¬ 
tions but by the fact that its exports to 
the communist states and to the oil-pro¬ 
ducing Arab states are stagnating. Lack 
of foreign currency in the one case and 
political pressure in the other is forcing 
Washington, which has put much effort 
into both areas, to turn its selling drive 
to west Europe where liquidity is not a 
problem and where discriminating buying 
is a greater incentive to the proeressive 
American manufacturer. 

Comecon's problems 

East Europe's problems, discussed 
thoroughly at the session of the Comc- 
con Council in Budapest last week, are 
approximately those of west Europe three 
years ago sharply increased prices for 
industrial fuel. For countries such as 
Hungary — with no domestic fuel re¬ 
sources - these price increases mean a 
52 per cent higher demand for payment. 
Since.this demand is offset only by a 15 
per cent increase in industrial sales to the 
Soviet Union and by 28 per cent in farm 
products the economic poisition of 
Hungary has stepped back sharply. The 
inflation that hit west Europe more than 
two years ago will become apparent in 
cast Europe at the latest by next January. 
As much as is politically safe of the 
sharply increased cost of foreign imports 
will have to be passed on to consumers. 

The problem for all east European 
countries, which will now fix prices bet¬ 
ween themselves in trading every year in¬ 
stead of every five years, is that they have 
to try to sell to hard currency areas at 
least a fifth more merely to compensate 
for their own internal price increases. 
With the USA coming to west Europe 
as an aggressive seller in the durable com¬ 
modities field and showing less zeal in 
extending manufacturing credits to 
communist states the outlook for east 
Europe's foreign trade ministries is bleaker 
than it has been at any time in the last 
ten years. If, as is expected, there is also 
a slow recovery in the US dollar’s strength 
and a steadying of its exchange rate, the 
problem of selling with inconvertible cur¬ 
rencies will be particularly acute. 
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TRADE 

WINDS 


Central Loans Floated 

The government^" announced 
the floatation of three loans 
aggregating Rs 40() crores, in 
the J first phase of its market 
borrowings for 1975-76. The 
three loans are: 5.5 per cent 
loan 1982 to be issued at Rs 
99.40 per cent and repayable at 
par on July 26, 1982: six per 
cent loan 1993 to be issued at 
Rs 98.50 per cent and repay¬ 
able at par on July 26, 1993; 
and 6.5 per cent loan 2003 to 
be issued at Rs 100 per cent 
and repayable at par on July 26, 
2003. A special feature of the 
three loans is that the interest 
rates offered are in alignment 
with the current redemption 
yield in the market and the 
highest interest rate thus far 
j? of 6.5 per cent has been offered 
on the loan maturing in 2003 
AD. This rate is a shade higher 
than the current redemption 
yield of 6.47 per cent on 
the existing 5.25 per cent loan 
which is also maturing in 2003. 
Subscriptions to the loans will 
be received in the form of cash, 
cheque or securities of the 4.25 
per cent loan 1975 (which 
matures on July 26, 1975). 

Subscription lists opens on 
July 26 and will be closed on 
July 29 or earlier without notice 
as soon as the total subscrip¬ 
tion amounts to Rs 400 crores. 
The government reserves the 
right to retain subscriptions 
up to 10 per cent in excess of 
the notified amount. Interest 
on the new loans will be paid 
half yearly on January 25 and 
July 26, interest on all the 
loans now issued together with 
interest on other previous 
government securities and 
income from other approved 
investments will be exempt 
from income-tax subject to a 
limit of Rs 3,000 annually and 
subjects to other provisions of 


80L of the Income Tax Act, 
1961. 

Financial Bodies to 
Raise Rs 50 Crores 

The union government has 
permitted three financial insti¬ 
tutions. the Industrial Deve¬ 
lopment Bank of India (IDBI). 
the Industrial Finance Cor¬ 
poration of India (1FC) and 
the Industrial Credit and In¬ 
vestment Corporation of India 
(ICICI) to make additional 
market borrowings for Rs 50 
crores during 1975-76 to en¬ 
able them to extend badh 
needed loan assistance to core 
industries both in the public 
and private sectors. The core 
industries include sugar, ce¬ 
ment, fertilizers, paper and 
textiles. The government has 
decided on the amount after 
taking into account the number 
of projects in the core sector 
for which financial assistance 
had been sought from the finan¬ 
cial intitutions which were un¬ 
able to provide the same due to 
severe financial constraints. 

Tea Export Target 
Raised 

The target for India's tea 
export earnings for the current 
year has been fixed at Rs 240 
crores as against Rs 215 
crores earned last year. 

The target had in fact been 
set at Rs 216 crores earlier hut 
it was revised upwards subse¬ 
quently by 10 to 12 per cent 
following government's deci¬ 
sion to augment the ci un.n's 
overall export earnings. The 
government, had decided to 
set up two committees one 
to implement the target for tea 
export and the other to studv 
the problems of the tea indus¬ 
try.' The first one would sub¬ 
mit its report in four weeks 


lime, while the other commit¬ 
tee's findings would be avail¬ 
able in 'hrcc lO lour mon hs. 
Lc added. As a special expon 
promo, ion measure <hc govern¬ 
ment had also decided »o >cnd 
.wo i.radc delegations abroad 
-one to West Asia and the 
other to Japan in the next 
few weeks. Tea packcteers 
had also been asked to step 
up export to packet tea which 
had become increasingly popu¬ 
lar in overseas markets. 

ECGC Schemes 
Liberalised 

The Export Credit and 
Guarantee Corporation has 
liberalised its schemes of cover 
for capital goods exports and 
construction works abroad. The 
Corporation would now issue 
insurance policies covering 
political and commercial risks 
affecting payments on cons¬ 
truction works and lurn-kev 
projects undertaken abroad 
for non-government under¬ 
takings also. Hie risks 
covered by the corporation 
would be to the extent of 75 
per cent of the loss. 

New Excise Rates 
for Aluminium 

Consequent upon the de¬ 
cision of the government to 
partially lift tlie price con¬ 
trol on aluminium industry, 
certain changes in the existing 
rates of excise dutv on various 
lorms of aluminium have 
been made effective from July 
15, 1975, as a part of the new 
integrated scheme concerning 
this industry. The differential 
scheme of duty based upon 
the concept of electrical con¬ 
ductor grade and commercial 
grade aluminium has been 
withdrawn and instead diffe¬ 
rential syslrm of duty intro¬ 
duced on the basis of ‘levy 
aluminium' and other alumi¬ 
nium--as defined in the 
amended Aluminium (Control) 
order. 1970. ‘Levy aluminium' 
and pr-»ducti manufactured 
out of ‘levy aluminium' will 
now be subiect to a total duty 
of 50 per cent ad valorem 
plus Rs. 2,000 per metric 
tonne. On other aluminium, 
the total duty chargeable will 
he 40 per cent ad valorem 
plus Rs. 2,000 per metric ton. 

The duty on ‘levy alumi¬ 


nium' will be on the basis of 
the ‘sale prices' notified by 
the government while for 
other aluminium, for which 
there will be no price control 
henceforth, it would be 
chargeable on value determin¬ 
ed as per the provisions of 
section 4 of the Central Ex¬ 
cises and Salt Act, 1944. 

Petroleum Products 
Prices Revised 

The government has deci¬ 
ded to revise the price struc¬ 
ture of petroleum products 
in the light of the report of 
the Oil Prices Committee. The 
revised prices of petroleum 
products came into effect 
from July 14. 1975. 

The government has deci¬ 
ded tliaf the increase in the 
prices of superior kerosene, 
high speed diesel oil and do¬ 
mestic cooking gas (LPG) 
which are of significance to 
the common man should be 
limited to 5 paise per litre in 
the case of kerosene and 8 
paise per litre in the case 
of high speed diesel oil 
and about Rs. '2.50 
per cylinder in the case of 
domestic cooking gas. It may 
be mcniio.'.ed that the Com¬ 
mittee had recommended that 
an increase in the price of 
high speed diesel oil hy 14.6 
paise per litre, of superior 
kerosene by 11.7 paise per 
litre and of domestic cooking 
gas bv about Rs 5 per cylinder 
was called for. 

The Oil Prices Committee 
have not recommended any 
increase in the price of fur¬ 
nace oil. But keeping in view 
the recent increase in the 
price of coal and the need to 
encourage the substitution of 
furnace oil by coal wherever 
technologically feasible, the 
govern met has considered it 
necessary to increase the price 
of furnace oil hy Rs 80 per 
kilolitre. There will also be 
some marginal increase in 
the prices of bitumen, mine¬ 
ral turpentine oil, jute batch¬ 
ing oil, etc. The price of 
motor spirit, the excise dutv 
on which was raised by 10 
paise per litre only in March 
1975, will remain unchanged. 

The government has ac- 
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copied the recommendation of 
the Oil Prices Committee that 
the import parity concept 
should be discontinued for 
the pricing of indigenous 
crude oil and relined petro¬ 
leum products. The govern¬ 
ment, however, do not con¬ 
sider it appropriate to raise 
the Oil Development Cess on 
indigenous crude from Rs 60 
per tonne to Rs 87.50 per 
tonne. 

The Committee had re¬ 
commended a return of 15 
per cent on capital employed 
for determining the retention 
prices of the refineries. The 
government has decided to 
allow a return of only 10 per 
cent gross on net fixed assets 
and 15 per cent gross on 
working capital in order to 
minimise the increase in the 
prices of petroleum products. 

Coastal Freight Rates 
Increased 

The freight rates for coas¬ 
tal shipping have been modifi¬ 
ed to make them more attrac¬ 
tive. Since coastal shipping 
is reserved for Indian shipping, 
it is expected that it will take 
full advantage of these con¬ 
cessions and carry the maxi¬ 
mum cargo possible through 
coastal transport. 

The present increase in 
freight ranges from 20 per 
cent to 30 per cent except in 
case of coal from Calcutta to 
Madras in which case it is 5 
per cent. The existing freight 
rates for coal from Calcutta 
to the ports of Madras, Tuti- 
corin Cochin and Saurashtra 
pons are Rs 93.77; Rs 79.25; 
Rs 83.62 and Rs 86.04 res¬ 
pectively, these have been 
raised to Rs 9S.00; Rs 95.25; 
Rs 101.75 and Rs 105.50 
respectively. 

In case of salt, the existing 
freight rate from Tuticorin to 
Calcutta is Rs 66.10 and from 
Saurashtra to Calcutta 
Rs 77.20. The^e have been 
increased to Rs 85.25 and 
Rs 93.50 respectively. 

The subsidy on coal being 
differential between rail and 
coast-and-rail-chargcs will 
continue under the provisions 
of the Coal Mines (Conserva¬ 


tion and Development) Act 
1974. 

These rates will operate 
for one year when a system 
study will be undertaken in 
respect of the entire gamut of 
coal movement from the pit- 
head to the consumers' point. 
With the commissioning of 
Haldia next year, the ratss 
will be reviewed as that would 
change the patern of vessels. 
At present, Calcutta is not in 
a position to take in bigger 
vessels on account of limited 
draught which it would be 
possible for Haldia to en¬ 
tertain. 

During the current year it 
is expected that the coal 
movement will exceed 10 lakh 
tonnes from Calcutta to 
Madras, Tuticorin, Cochin 
and Saurashtra ports. This 
coal will be used mainly by 
the thermal power plants, 
railways and the cement fac¬ 
tories situated on the coasts. 
During the same year, salt 
movement is likely to increase 
to three lakh tonnes and other 
cargo to five lakh tonnes. This 
would mean an increase of 
about five lakh tonnes over 
that of previous year. 

The rates have been so 
revised as to leave sufficient 
margin of profit and it is ex¬ 
pected that the Indian ship¬ 
ping companies will make 
maximum use of this facility 
and augment coastal cargo. 

Reduction in Fertilizer 
Prices 

The government announ¬ 
ced a reduction in the ferti¬ 
liser prices as a measure 
to step up its. use by farmers 
and to boost agricultural pro¬ 
duction. The new prices are 
effective from July 18. 

Urea will be cheaper by 
Rs 150 per tonne from the 
existing level of Rs 2,000. The 
price of di-ammonium pho¬ 
sphate (DAP) has been re¬ 
duced by Rs 200 from the 
present Rs 3,005 a tonne. 

Prices of calcium am¬ 
monium nitrate (CAN) and 
muriate of potash are down 
by Rs 85 and Rs 50 per tonne 
respectively from the current 
levels of Rs 1,145 and 


Rs 1,230. The price of am¬ 
monium nitre phosphate has 
been reduced by Rs 75 from 
Rs 1,855 per tonne. 

Jute International 

The Jute International, 
an association of jute produc¬ 
ing countries, with headquar¬ 
ters in India, is likely to be 
formed shortly. India will 
hold a triparite meeting with 
Bangladesh and Nepal in the 
near future to finalise the 
views on the draft constitution 
for the proposed international 
so that the organisation can 
start functioning soon. Once 
the Jute International is for¬ 
med, the member countries 
will adopt a common pro¬ 
gramme of promotion of jute 
exports and development of 
jute cultivation and industry 
on a massive scale. India will 
also endeavour to enlist the 
support and cooperation of 
the major consumer countries. 

Export of jute goods had 
started looking up lately. 
There has been a noticeable 
spurt in the enquiries for car¬ 
pet backing since May and 
contracting has been of the 
order of 12,000tonnes in June 
19^5, as compared to the 
level of 2,000-3,000 tonnes per 
month before May. A major 
reason for the recent spurt in 
export of jute goods is the 
abolition of export duties on 
hessian and carpet backing by 
the union government which 
has improved the competi¬ 
tiveness of India’s jute ex¬ 
ports. The ministry of Com¬ 
merce is also expecting an 
increase in the demand for 
jute goods from the South 
American and African mar¬ 
kets. 

Price Rise in 1974-75 

The general price level as 
measured by the official 
wholesale price index (Base: 
1961-62-= 100) was higher by 
23.4 per cent during the finan¬ 
cial year 1974-75 over the 
year 1973-74. The increase 
in 1973-74 over 1972-73 was 
of the order of 22.8 per cent. 
The fiscal year average for 
1974-75 stood at 313.7 as com¬ 
pared to 254.3 for 1973-74 
and 207.1 for 1972-73. The 


pressure on prices which was 
noticed from September, 1973 
continued till the end of 
September, 1974, This trend 
reversed from the month of 
October, 1974 owing to ar¬ 
rival of new crops in the 
market and anti-inflationary 
measures taken by the govern¬ 
ment. The index which stood 
at 289.9 in the mouth Of April 
1974 rose to 328.9 in Septem¬ 
ber 1974 showing a rise of 
13.5 per cent. 

The index which reached 
its pjak during September 
1974 showed a steady 
fall thereafter and finally 
stood at 308.4 in March 
1975, showing a fall of 6.2 
per cent as compared to 
September 1974. The highest 
increase of 3.2 percent was 
noticed in the month of May 
1974 while the maximum fall 
of 1.6 per cent was recorded 
during March 1975 as com¬ 
pared to the preceding 
months. 

Sectoral Analysis 

An analysis of wholesale 
price index tin sectoral basis 
reveds that all the major 
groups registered increases 
during 1974-75 over 1973-74. 
The rise of 23.4 per cent dur¬ 
ing the current fiscal year was 
shared by all the seven groups 
in the following order: Food 
articles ( + 23.0 per cent), 
liquor & tobacco ( b 21.6 per 
cent), fuel, power, light & 
lubricants (1-46.8 per cent), 
industrial raw materials 
( ; 9.4 per cent), chemicals 
(+36.6 per cent), machinery 
& transport equipment ( 1-37.7 
per cent) and manufactures 
(+23.8 per cent). A comara- 
tive study shows that the rise 
in the prices of food-articles 
during this financial year as 
against the previous year was 
somewhat lesser. In the case 
of industrial raw materials the 
prices went up only by 9.4 
per cent as against 46.7 per 
cent in the previous year. All 
other groups recorded in¬ 
creases at much higher rates 
than in the previous year. 

Kudremukh Project 

An official delegation, led 
by Mr M. G t Kaul, Secretary 
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in the Department of Econo¬ 
mic Affaris, left for Teheran 
to finalise the agreement with 
Iran relating to the credit for 
the Kudremukh iron ore 
project. The delegation in¬ 
clude among others Mr 
Wadud Khan, Steel and Mines 
Secretary. A broad agreement 
has already been reached bet¬ 
ween India and Iran under 
which Iran has agreed to 
give a loan of § 630 million 
to cover the cost of the 
Kudremukh project. In re¬ 
turn, India has indicated its 
willingness to export 7.5 
million tonnes of ore a year 
to Iran for 20 years. After 
finalising the agreement with 
Iran, Mr Kaul will join an¬ 
other Indian delegation in 
Jeddah, which is headed by 
Mr K. D. Malaviya. minister 
tor Petroleum and Chemicals. 

Sugar Export to EEC 

The foreign ministers of 
European Economic Com¬ 
munity gave the go-ahead for 
India to start exporting 25,000 
tonnes of sugar a year to 
the European Common Mar¬ 
ket. The deal is renewable 
annually. The Common Mar¬ 
ket was already committing 
to importing 1.4 million tonnes 
of sugar a year from Com¬ 
monwealth sugar producers 
among its African. Caribean 
and Pacific associates. India, 
which has a trade agreement 
with EEC' but is not an ACP 
nation. lost its British orient¬ 
ed sugar export right to EEC 
when the Commonwealth 
agreement expired at the end 
of 1974. The Indian expor¬ 
ters have been guaranteed a 
price of slightly more than 
$31.6 per hundred kilos of 
raw sugar and $37 per hun¬ 
dred kilos for white sugar. 
Price levels are also for an¬ 
nual negotiation. 

Coal to West Europe 

The department of Coal in 
the Energy ministry is keen 
on exploiting the West Euro¬ 
pean market. A contract for 
exporting three lakh tonnes 
of washed non-coking coal has 
already been finalised. The 
contract is to be executed in 
phases and the first shipment 
of 25,000 tonnes is program¬ 


med for October through the 
Paradip port. In all probabi¬ 
lity, the destination port 
will be Antwep in Belgium. 

J & K Budget 

The Jammu and Kashmir 
budget for 1975-76 shows an 
overall deficit of Rs 32.09 
crores, which is proposed to 
be met by central assistance. 
No new taxes are proposed. 
Mr Devi Das Thakur, 
Finance minister, anticipated 
that during the current 
financial year, revenue re¬ 
ceipts and revenue expendi¬ 
ture would be Rs 114.75crorcs 
and Rs 142.47 crores respec¬ 
tively, indicating a deficit of 
Rs 27.72 crores on revenue 
account. On the capital side, 
the receipts had been esti- 
mated at Rs 257.47 crores 
and disbursements were likely 
to be of the order of Rs 
262.84 crores. thereby indi¬ 
cating a deficit of Rs 5,37 
crores. The deficit, after 
assuming central assistance 
in various forms towards 
the annual plan at the figure 
of Rs 40.59 crores. thus 
worked out to Rs 33.09 
crores. At least a crore of 
rupees is proposed to be raised 
in the current year b\ wav 
of additional resource mobi¬ 
lisation. The balance deficit 
of Rs 32.09 crores is propos¬ 
ed to be covered by central 
assistance. 

About food subsidy, Mr 
Thakur said the outla> on this 
account had reached an all- 
time high of Rs 23 crores last 
year as aginst the total tax 
revenue of Rs 21.31 crores. 
The slight modification in 
the sale structure made b> the 
government last month, he 
added, was expected to pro¬ 
vide a saving of over Rs 2> 
crores during the current 
financial year. This saving 
will be utilised on programmes 
aimed at improving agricul¬ 
tural production, providing 
better irrigation facilities, 
improving hospitals and dis¬ 
pensaries, augmenting the sup¬ 
ply of drinking' water and 
similar other investments. As 
regards resources mobilisa¬ 
tion, Mr Thakur said the 
government would be tapping 
institutional finance and mar¬ 
ket borrowing to the extent 


of Rs 7.94 'crores for finan¬ 
cing the annua) plan. 

Single Point Mooring 
for Super Tankers 

A single point mooring to 
help berthing of super tankers 
bringing crude to the coun¬ 
try is proposed to be set up 
by the Indian Oil Corporation 
off shore in the Gulf of 
Kutch oft' Salaya. This is 
the first time that the single 
point mooring system is being 
set up to to receive imported 
crude oil in very large crude 
carriers upto 3,00,000 dwt. 
It will also be utilised to 
bring in indigenous crude 
from Bombay High and the 
Gulf of Kutch when avail¬ 
able. This will be much 
cheaper than developing a 
port for this purpose in the 
conventional manner. The 
proposed mooring will provide 
an all-weather anchorage for 
tankers bringing crude for 


the proposed Mathura Re¬ 
finery and the expanded re¬ 
finery at Koyali. 

There has been a very 
substantial growth in the size 
of tankers from a mere 35,000 
dwl. twenty-five years ago to 
5,00,000 dwt. today. Many 
countries have found the 
existing facilities inadequate 
for handling super tankers. 
The single point mooring 
will solve the problem of 
berthing large tankers in deep 
waters. 

The Indian Oil Corpora¬ 
tion is also to build at 
Vadinar. near Salaya, a large 
shor terminal. A sub-marine 
pipe line is to be laid under 
sea connecting the point with 
the shore terminal. From the 
shore terminal, a 1200 Km. 
pipe line on land, will carry 
crude to the refiner) at 
Mathura. On the wav it will 
branch off at Viramgam to 


I Tribunal Under the Richardson & Cruddas Ltd I 
! (Acquisition and Transfer of Undertaking) Act, 

; 1972 

NOTICE 

In c\crc!sc <>i the potvers conferred by Sub-section i,l i of Section I 
n of ihe Richardson & Cruddas lid. iAcquisition amt 'Transfer I 
of Undertaking; Act, 1972 (Au No. 78 of 1972* the Ccniral 
Government by Ministry of Heavy Industry NotiiU.iiion No. 
ti S.R 50K U.> dated the ?Nth November, WJ published in the 
Gazette ol India. extraordinary of November 28. 1973 consti- 

tuted a Tribunal consisting of Shn Justice Ain Kumar Sarkar. I 
Judge of the Calcutta High Court for the purpose of rectification 
of The register of memheix of''the old company. Richardson A 
Cruddas Ltd. 

In pursuance of the provisions of Sub-section (l‘. of Section 14 
of the aforesaid Ac» read with Rule ? ot the Richardson & 
Cruddas Ltd. (Acquisition and Transfer of Undertaking: Rules 
1974 which have beon published bv the Central Government by 
I Ministry of Industry & Civil Supplies (Department of Heavy In- 
I du ary \ Notification No, S.O. 147 iff dated the ICth March 1975 m 
l the Gazette of India Extra ordinary of March 20. 1975. the 
| Tribunal calls upon every person, who claims to have am interest 
| in any share of the aforesaid company, to prefer his claim by 
I Registered Post Acknowledgement due before tbe Tribunal at its 
I office situated at l.CN. Dhirendra Nath Ghosh Road. Calcutta- 25 
within 50 days from the date of publication ol the notification in 
f orm 1 as prescribed by the aforesaid rules. A copy of such form 
mav be inspected at the Office of the Tribunal or may Ik obtained 
. from the said office on sending self-nddre<scd stamped envelope. 

By Order of the Tribunal 
I N.C. SEN. 

| Registrar, Tribunal 

Constituted under the Richardson and Cruddas Ltd. (Acquisition 
| and Transfer of Undertaking! Act, 1972 

j 13-N, Dhircndra Nath Ghosh Road, 

| Calcuua-25. 
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supply crude to the expanded 
refinery at Koyali. 

Design Engineering 
Services 

With a view to encourag¬ 
ing export of Indian consul¬ 
tancy/design engineering ser¬ 
vices, the Reserve Bank 
has liberalised the existing 
prodreure for release of 
exchange and gram of per¬ 
mit. 

Indian consultancy/design 
engineering organisations/ 
firms of repute can avail 
themselves of blanket foreign 
exchange permit facilities for 
travel abroad by their repre¬ 
sentatives provided, inter alia, 
their foreign exchange earn¬ 
ings in the previous year arc 
not less than Rs 5 lakhs. 

The cxchnge control De¬ 
partment (ECD) of the 
Reserve Bank is already con¬ 
sidering applications from 
Indian consu I tancy/design 

engineering firms for release of 
forign exchange for promo¬ 
tional/exploratory travel ab¬ 
road, The firms/organisations 
are required to submit reports 
to the ECD and to the Enginee¬ 
ring Export PromotionCouncil 
office in the respective areas 
on the results of such visits. 

As and when the organisa¬ 
tions/firms finalise specific 
contracts/orders with overseas 
parties for supply of consul¬ 
tancy/technical service and 
for turnkey projects and they 
experience any difficulty with 
regard to travel abroad or lor 
meeting initial expenses/com¬ 
mitments abroad, they may 
approach the ECD with com¬ 
plete details of their estimated 
gross and net foreign exchange 
earnings under such contracts. 
Their requests will be consi¬ 
dered on the merits of each 
case. Such organisations/ 
firms should, however, keep 
the Reserve Bank informed 
when contracts are finalised. 

ADB’s Second Bond 
Issue 

The Asian Development 
Bank and a syndicate of Swiss 
banks headed by the Swiss 
Bank Corporation signed an 
agreement on July J1 for a 
bond issue in Switzerland for 
an aggregate amount of F Sw60 


million (equivalent to US $ 24 
million). 

The bonds bearing eight per 
cent interest and with a matu¬ 
rity of 15 years was offered 
for public sale in Switzerland 
from July 16 to21. 1975, at the 
price of 99.50 per cent. This 
is the ADB's second bond 
issue in the Swiss capital mar¬ 
ket. The first was made in 
April 1971 when the ADB 
sold SvvF40 million (US $ 9.8 
million) of seven per cent Fif¬ 
teen Year Bonds priced at 99 
per cent. The ADB undertakes 
to repay the bonds at par, 
without further notice, on July 
31, 1990, at the latest To 
the extent that the ADB can 
purchase bonds in the market 
at prices not exceeding the par 
value of the bonds, annual in¬ 
stalments of up to SvvF 
3,500,000 par value each are 
scheduled for redemption in 
each of the years 1977 through 
1989. 

The ADB may redeem 
the whole issue in the years 
1981 through 1985 with gradu¬ 
ally decreasing premiums and 
after such date at par. The 
bonds will be listed on the 
Stock Exchanges of Basle, 
Zurich, Geneva. Lausanne and 
Berne. The proceeds of the 
bond issue will be included in 
the ordinary capital resources 
of the ADB and used in its 
ordinary operations. With 
ihis issue, the ADB's total 
gross borrowings amount to 
the equivalent of US S 617.5 
qaillion. These borrowings 
are denominated in 10 cur¬ 
rencies—-Austrian schilling. 
Belgian franc, Deutsche mark, 
Italian lira, Japanese yen, Ku¬ 
waiti dinar, * Luxembourg 
franc, Saudi Arabian riyal, 
Swiss franc and United States 
dollar. 

Leipzig Fair 

Once again the Leipzig Fair 
will be held from August 31— 
September 7 this autumn under 
its motto of “World Trade & 
Technical Progress”. More 
than 6,000 manufacturers and 
exporters from some 50 coun¬ 
tries will participate. They 
will be showing engineering 
products and consumer goods 
over a floor space of 270,000 
sq. metres. Businessmen, 


scientists and technical experts 
are expected to come to Leip¬ 
zig from more than 90 coun¬ 
tries. 

The following engineering 
Trade Groups will be very 
much in prominence—the che¬ 
mical industry with the “Sy¬ 
nthetic Fibres" and Agricul¬ 
tural Chemicals" special 
group displays (more than 20 
countries), chemical plant with 
the ‘‘Plastics Machinery” Spe- 
cial group display, textile 
machinery with the “Advanced 
Textile Production" Special 
Group display, road vehicles 
and medical and surgical 
equipment (20 countries each). 
The ‘ Synthetic Fibres" and 
“Agricultural Chemicals" dis¬ 
plays will make their debut in 
keeping with the organisers' 
desire to highlight specific 
groups of products. On more 
than 130,000 sq. metres of 
floor space, consumer goods 
will be shown in the fair buil¬ 
dings in the city centre and 
also in the fair ground. 

As in previous autumn 
fairs, about 10 developing 
nations will once again be re¬ 
presented in the consumer 
goods Trade Groups. The 
largest display is coming from 
India, and it contains textiles, 
food and allied products, 
house-hold goods, light che¬ 
micals, surgical instruments, 
jewellery and handicraft items. 
State-owned and private firms 
from Pakistan. Iran. Lebanon, 
Morocco, Nigeria, Brazil, 
Mexico and E quad or have 
announced their participation. 
From the industrially develop¬ 
ed non-socialist countries, 
some 1.500 exhibitors have 
booked space. 

In Brief 

The Income-tax Depart¬ 
ment is observing an arrears 
clearance week all over 
the country from July 21 to 
July 28, 1975. 

The ministry of Commerce 
is contemplating a number of 
measures to streamline the 
functioning of the hand loom 
industry and to improve the 
lot of the hand loom weavers. 
The new organizational and 
institutional set up, including 
the appointment of a Deve¬ 
lopment Commissioner for 
Handlooms, which was indi¬ 


cated in the 21-Point Econo¬ 
mic Programme announced by 
the prime minister recently, 
will take shape within the next 
six weeks or so. 

A pilot plant for the manu¬ 
facture of instant tea is to be 
set up at Jorhat, Assam, from 
green tea leaves produced in 
the north east region. The 
proposed plant will be set up 
with indigenous know-how 
under the sponsorship of Tea 
Board at Tochlai Experimen¬ 
tal Station at Jorhat to collect 
engineering data and conduct 
extensive consumer trails. The 
Applied Chemistry Department 
of the Calcutta University has 
developed the know-how and 
process to manufacture instant 
tea from green and black tea 
leaves. The instant tea deve¬ 
loped is readily soluble both 
in hot and cold water and is 
difficult to distinguish whether 
it has been made from instant 
or normal tea. A method to 
maintain quality and storage 
of the instant tea has also 
been developed. 

The government of Guyana 
has shown interest in setting 
up certain turn-key projects 
including a textile mill, a 
cement plant and a mini steel 
mill in Guyana as joint ven¬ 
ture with India. They have 
also decided to import trucks 
and buses from our country 
in addition to the traditional 
commodities, and Indian firms 
have already finalised con¬ 
tracts for these sales. 

The National Buildings 
Construction Cordoration 
Limited has achieved a record 
turnover of over Rs 260 lakhs 
during the first quarter ending 
June 30, 1975. This is 35 per 
cent higher than the turnover 
for the corresponding quarter 
in the previous year of Rs 190 
lakhs. 

Names in the News 

Mr B. S. Krishnamachar, 

Deputy Director General, 
Indian Standards Institution 
(ISI) has taken over as Acting 
Director General, ISI. He 
succeeds Mr S. K. Sen, who 
is proceeding to Indonesia to 
take up an assignment as UN 
Expert in Standardization and 
Quality Control to the Re¬ 
public of Indonesia, tor a 
period of one year. 
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COMPANY 

AFFAIRS 


Further Up 

Shmie prices recorded hand¬ 
some gains in stock markets 
during last week. The pre¬ 
sent rally in equities started 
towards the end of June and 
has already run its course for 
three weeks and it seems that 
there is every possibility of 
share prices rising further. 
Several factors have contri¬ 
buted to the marked change in 
sentiment. Reports of insti¬ 
tutional buying, good crop 
prospects following wide¬ 
spread rains, almost normal 
power supply, industrial peace, 
abatement of inflationary 
pressures and the marginal 
increase in the Unit Trust 
dividend have, by and large 
given a fillip to trading. 

The current drive to increase 
industrial production and as¬ 
surances from labour and em¬ 
ployers to cooperate with the 
government in its efforts to 
review the economy also bols¬ 
tered confidence in trade. The 
significant rise in exports 
during the first nine months 
of the current financial year 
also aided market sentiment. 
Marketmen also welcomed the 
Finance minister's hint that the 
government would do away 
with unnecessary controls. The 
recent hike in the prices of a 
number of basic commodities 
was interpreted as an indication 
of pragmatic and imaginative 
approach to economic issues. 

Operators feel that the crack¬ 
down on smugglers, tax evaders 
and black money will release 
sizable funds for investment in 
equities. What is more financial 
institutions such as industrial 
Development Rank of India 
(IDBI) Industrial Finance 
Corporation of India (IFC), 
and the Industrial Credit and 
Investment Corporation of 
India (ICICI), will be raising 
shortly R$ 50 crores as market 


loans to finance fresh invest¬ 
ment. The prospects for in¬ 
dustrial production a 1st) looks 
quite promising following com¬ 
fortable improvements in po¬ 
wer, coal and raw material 
supplies. With dividend legis¬ 
lation due to expire not ycai, 
the only major constraint in 
the slock markci at present i\ 
the structure of high interest 
rates. With all these favourable 
developments interest has 
broadened with distinct im¬ 
provement in the volume «>i 
business. 

Larsen & Toubro 

Larsen & Toubro has mam 
tained its proud record of 
swift progress, fast expansion 
and rapid development in all 
spheres of its operations and 
the pace of growih is expected 
to gather further momentum 
in the current year. The com¬ 
pany has in hand major lines 
ol expansion which should 
lead to a sizable increase in 
turnover and profit and gene¬ 
rate funds for further invest¬ 
ment. The new project of Larsen 
Sc Toubro for manufacturing 
hydraulic excavators at Banga¬ 
lore. in collaboration with 
Poclain S.A. of France, is 
making rapid progress. The 
first indigenously manufactui 
cd excavator is expectcu to 
roll out of the factory towards 
the end of 1975. Large order-, 
received for the supply of 
machinery for the cement 
industry are at present under 
execution. Within the next 20 
months the company will he 
supplying the main maehinen 
for five cement plants which 
will increase the country's 
capacity to produce cement by 
over 1.8 million tonnes. 

Another new line I & T. 
has entered is the manufacture 
of packaging machines. These 
machines have been developed 
indigenously and it expects 


that they will find a wide 
application in the packaging 
of both industrial and consu¬ 
mer products. 

Another noteworthy deve¬ 
lopment is in regard to the 
fabrication of heavy towers 
for the heavy water projects 
at Koia. Several of the towers 
have been erected at the site. 
For the Gujarat State Fertili¬ 
zer Co , the company com¬ 
pleted the installation and 
commissioning of the oleum< 
sulphur dioxide plant, which 
is employed for ihe produc¬ 
tion of caproluctum. To 
reduce pollution, the plant 
uses lor the first time in the 
country the double absorption 
technology. The company 
has scored another lirst by 
starting the manufacture of 
heudboxe.s for the paper indus¬ 
try. Jt has completed the 
supply of a plant i<> produce 
sulphuric acid by using waste 
acid. This the fir.si, time in 
the ummrv that sulphuric 
acid will be produced by this 
method. 

The company’s subsidiaries 
have also reported excellent pro¬ 
gress. The engineering Cons¬ 
truction Corporation, a subsi¬ 
diary, has successfully con¬ 
cluded contracts for cunsu 1- 
i tlion and construction in the 
Gulf area. The*lir>t phase ol 
the construction of L & T- 
McNeil's factory at Madras 
was completed during 1974. 

TELCO 

Despite several difficulties. 
Tata Engineering and Loco¬ 
motive Company was able to 
achieve 90 per cent of the 
installed capacity. The output 
of vehicles during the vear 
ended March 31, 1975 at 

22,587 was marginally better 
than in the previous year. 
1 lie production of vehicle 
spare parts was increased 
substantially from Rs 10.25 
crores in the previous year 


to Rs 16.78 crores during 
the year under review. Jn 
1974-75, 85 excavators were 
produced as against 72 in 
1973-74. The collaboration 
agreement with Raymond F. 
Thompson (Engineers) Ltd., 
UK for the manufacture of 
press tools and dies and 
related equipment has expired 
in December 1974. 

In October 1974, the 
government permitted manu¬ 
facturers to determine prices 
of commercial vehicles subject 
to the condition that the price 
increases, when calculated on 
the basis of 90 per cent utili¬ 
sation on installed capacity, 
should not result in more than 
16 per cent return on capital 
employed before interest and 
taxes or nine percent return 
on net worth after taxes. A 
procedure was also prescribed 
for post facto justification to 
government of all price in¬ 
creases effected by the manu¬ 
facturers. Vehicle prices 
remained well within the sti¬ 
pulated parameters. 

Rise in Exports 

I he company's exports 
amounted to Rs 13.6 crores 
which is substantially higher 
than the previous year's figure 
of Rs 7.3 crores. Exports would 
have been even higher but for 
severe sh ipping bottcnecks 
which upset deliveries and 
delayed the execution of addi¬ 
tional export order. The com- 
pan\ ha.% approached govern¬ 
ment for approval to partici¬ 
pate in a joint venture in 
Malay.'ia for the assembly of 
fata \chicles from aggregates 
and components to be sup¬ 
plied from India. The directors 
consider this to be a worth- 
w hilc project. 

Valuable conti ibutions were 
made by the Research and 
Development division to im¬ 
prove the quality of its vehi¬ 
cles and to provide the lowest 
ton-kilometre operating costs 
to its valued customers. A new 
semi-lbrward control vehicle 
with a new gear box, designed, 
developed and fully tested 
by the company’s engineers, 
was introduced in May 1975. 
The R & D division is making 
significant contributions cadi 
year towards meeting the needs 
and desires of its customers. 
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The first phase of the expan¬ 
sion programme at Jamshed¬ 
pur was completed on 
schedule. The installed capa¬ 
city is now 26,000 vehicles per 
year. The plant's capacity 
will be increased to 27,000 
vehicles per year by the end 
of this financial year. 

The new alloy iron foundry at 
Poona has been commissioned. 
It is by far the cleanest and 
most modern in the country, 
all aspects of pollution having 
been well taken care of. Most 
of the imported machine tools 
required for the expansion at 
Poona arc expected during 
the course of the next eighteen 
months. The varied types of 
capital equipment and machine 
tools that are being designed 
and made in the company for 
its expansion programme are 
helping it to control cost 
overruns and keep clown its 
capital imports to the barest 
minimum. Few companies in 
the country are in such a 
strong and enviable position. 

Mafatlal Fine 

The directors of Maftlal 
Fine Spg & Mfg Co Ltd. 
state in their report for 1974- 
75 that the aluminium industry 
which is the main basic consu¬ 
mers of synthetic cryolite and 
aluminium flouridc manufac¬ 
tured by the chemicals division 
of the company, contniucd to 
face acute power shortage 
during the year under review. 
Similarly, the power shortage 
all over the country and the 
high cost of refrigeration 
equipments due to steep rise 
in excise duties also affected 
the sale of mafron gases used 
in air-conditioners and cold 
storage plants. Miscellaneous 
fluorides, however, made a 
modest contribution in increas¬ 
ing its sale. The directors feel 
that the aluminium industry 
may continue to face power 
shortage during the coming 
years which will, in turn, affect 
the sales of the chemicals divi¬ 
sion. Fvcn though the sup¬ 
plies of main imported raw 
materials like acidgrade flours- 
par and sulphur were satis¬ 
factory, there was substantial 
increase in their costs along 
with the costs of other inputs 
viz aluminium hydrate, chloro¬ 
form carbon tetrachloride etc. 


The directors feell that the out¬ 
look of the chemicals division is 
likely to be affected because of 
uncertain conditions in alumi¬ 
nium and refrigeration indus¬ 
tries. 

The government has re¬ 
moved the controls on the 
prices of synthetic cryolite and 
aluminium fluoride and the 
company would now be in a 
position to fix the prices of 
these finished products com¬ 
mensurate with the cost of 
production. The directors 
hope that this measure will, to 
some extent, recoup the fall 
in the profitability of this divi¬ 
sion during the coming year. 

Rohtas Industries 

The working results of 
Rohtas Industries Ltd for the 
year ended March 31, J975 
reveal a gross profit before 
depreciation of Rs 5 crores 
against Rs 2.17 crores in the 
previous year which included 
a profit of Rs 47 lakhs on 
account of sale of assets and 
investments. The net profit 
for the year would be Rs 4.24 
crores. No tax liability ari¬ 
ses in view of the past losses, 
unabsorbed depreciation and 
development rebate. Produc¬ 
tion of paper and boards in¬ 
creased by 4500 tonnes during 
the year. But for the 15 
day’s strike in March, 1975 
this would have gone up 
further by about 2500 tonnes. 

In respect of cement, 
vanaspati and asbestos 
cement production has been 
lower. The strike in the 
railways which move the 
limestone to the company’s 
cement factory for over three 
months' period affected cement 
production badly. The Jaipur 
Vanaspati factory has gone 
into production. In May, 
1975 there was afire in the 
bamboo yard of the com¬ 
pany's factory resulting in 
the loss of the entire 
stock of 20,000 tonnes of 
bamboo and 6,000 tonnes of 
wood. Although there is 
proper insurance cover for 
this fire loss and efforts are 
being made to maintain the 
production during the current 
year, full production may not 
be possible- 

The cement factory has 
remained closed for more 


than two and half months 
since the beginning of the 
current year due to strike 
in the railways moving lime 
stone to the company’s fac¬ 
tory. Subject to the restric¬ 
tions imposed by the dividend 
act, the board would consider 
soon the declaration of appro¬ 
priate dividends. 

Tata OH Mills 

The Tata Oil Mills Com¬ 
pany has enhanced the equity 
dividend for the year ended 
March 31, 1975 from Rs 3 to 
Rs 4 a share which is payable 
on the enlarged capital result¬ 
ing from the 1:2 bonus issue. 
Out of the recommended divi¬ 
dend Rs 3 per share will be paid 
after the annual general meet¬ 
ing while the balance of a rupee 
per share is payblc in two equal 
instalments in July 1976 and 
July 1977 as per the dividend 
amendment acts. It turnover 
during the year expanded from 
Rs 66.38 crores to Rs 79.93 
crores while the pre-tax profit 
advanced briskly from Rs 2.84 
crores to Rs 5.27 crores. Out 
of the gross profit, a sum of 
Rs 348.00 lakhs was allocated 
for taxation, Rs 4.00 lakhs to 
development rebate reserve and 
Rs 175.40 lakhs to general 
reserve No 2 as against Rs 
150.00 lakhs, and Rs 28.50 
lakhs and Rs 105.94 lakhs 
provided respectively in 1973- 
74. The proposed equity 
dividend of Rs 4 per share will 
absorb Rs 70.64 lakhs as 
against Rs 35.32 lakhs in the 
earlier year while the prefe¬ 
rence dividend will absorb Rs 
4.60 lakhs, the same as in 
1973-74 and it will be paid 
out of the general reserve. 

The proposal for a rights 
issue of convertible bonds of 
an aggregate value of ap¬ 
proximately Rs 230 lakhs will 
be placed for the approval of 
the shareholders at the annual 
general meeting. It will be 
recalled that the board had 
earlier approved the proposal 
for the issue of 10i per cent, 10- 
year convertible bonds of the 
face value of Rs 65 each to the 
existing shareholders in the 
ratio of one bond for every 
five ordinary shares held. At 
the end of five years, the bond¬ 
holder wilt have the option to 
acquire one ordinary share of 
the company at a price not 


exceeding Rs 40 and to be 
issued a non-convertible bond 
of not less than Rs 25 each, 
redeemable at the end of the 
10-ycar period. The terms and 
conditions of the proposed 
bond issue will be subject to 
the approval of the controller 
of Capital Issues. 

Premier Automobiles 

Sales of Premier Automo¬ 
biles Ltd for the year ended 
June 30, 1975 was substan¬ 
tially higher at Rs 62.58 
crores as compared to Rs 52.10 
crores in the previous year. 
The company produced 14,753 
Pricmer cars, 169 Premier 
drive-away chessis and 3961 
commercial vehicles as against 
14,012 Premier cars, 1,000 
drivc-awny chassis and 4,254 
commercial vehicles during the 
previous year. The company 
sold 14,928 Premier cars, 163 
Premier drive-way chassis 
and 3,808 commercial vehi¬ 
cles as compared to 14,100 
Premier cars, LJ19 premier 
drive-away chassis and 4,212 
commercial vehicles sold 
during the previous year. The 
higher sales turnover despite 
reduction in sale in terms of 
units was made possible due 
to higher price of vehicles as 
a result of steep increase in 
the cost of manufacture. 

Kerala Financial 
Corporation 

Despites stresses and 
strains in the economy the 
business operation of the 
Kerala Financial Corporation 
have recorded a significant 
increase during 1974-/5. The 
total number of loan appli¬ 
cations received were 506 
for Rs 1182.75 lakhs as com¬ 
pared to 386 for Rs 960.36 
lakhs during the previous year. 
The amounts sanctioned and 
disburscdjwerc also up. The 
total sanctions amounted to 
Rs 697.78 lakhs as against Rs 
385.92 lakhs during the pre¬ 
vious year. Similarly the 
total disbursements amounted 
to Rs 265.54 lakhs against 
Rs 209.05 lakhs during the 
previous year. 

The restrictions in sanc¬ 
tioning assistance to certain 
types of industries im¬ 
posed last year such as soft 
wood industries, aluminium 
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industries, sea food industries 
etc., have continued as the 
available information have 
not indicated any improve¬ 
ment in the situation. The 
gross earnings of the corpora¬ 
tion increased from Rs 95.57 
lakhs last year to Rs l.36 
crores. The gross profit too 
went up from Rs 18.48 lukhs 
last year to Rs 43.20 lakhs. • 
After provision for taxation 
and appropriation to statu¬ 
tory reserves, special reserve 
and guaranteed dividend, the 
available surplus has been 
provided for bad and doubt¬ 
ful debts. This amounted 
to Rs 6.72 lakhs. 

The corporation had assisted 
three nationalised mills namely. 
Vijayamohini mills, Parvathy 
Mills and Kerala Laxmi 
Mills, and on the date of 
nationalisation, the total 
amount due to the cor¬ 
poration from these mills 
was Rs 42.22 lakhs. Accor¬ 
ding to the Provisions of the 
Nationalisation Act, the 
amounts due to the corpora¬ 
tion get only a low priority of 
repayment and judged from 
the compensation amounts 
awarded, it is likely that the 
corporation will have to 
write olf the entire amount. 
This has placed severe cons¬ 
traint on the finances of the 
corporation. The board had 
decided to raise the paid up 
share capital of the 
corporation to the full ex¬ 
tent of the authorised capital, 
out of which Rs 50 lakhs will 
be special share capital. 

During the year 
one series of bonds 
Rs 75 lakhs were issued 
the option of retaining 
per cent in excess. 


August 1975 and the balance 
in two annual instalments 
in July 1976 and July 
1977 with eight per cent 
interest. In the past, the 
company used to declare an 
interim dividend. But for 
1974-75 only the final dividend 
has been declared. For 1973- 
74 an equity dividend of five 


per cent was paid in terms of 
the dividend ordinance; 

Sales by Tata Chemicals 
Ltd. for the year ended June 
30, 1975 amounted to Rs 
32.09 crores, exceeding the 
turnover for the year by Rs 
10.42 crores. Among the 
company's major products 


the output of soda ash during 
the year at 2.94,168 tonnes 
was higher by 36,743 tonnes 
over the previous year. 

New Issues 

tipper India Bearings and 
Bushings Limited, promoted 
by Upper India Trading Co 
private Ltd. one of the oldest 
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quantum of financial assis¬ 
tance extended by the cor¬ 
poration to the industries in 
the small scale sector is 
maintained at the same level 
as before. About 95 83 per 
cent of the total assistance 
has been to this sector. 

News and Notes 

The directors of the Surat 
Electricity Company have pro¬ 
posed an equity dividend of 
14 per cent for the year en¬ 
dec! March 1975. Out of this, 
seven per cent will be paid in 



SYNDICATE BANK 

CONDENSED BALANCE SHEET AS AT 31st DECEMBER 1974 

(ROIMHD OH TO TUI NfARIST RVPI.L) 


CAPITAL AND LIABILITIES 


1. Capital (wholly owned 
by the Central Govern¬ 
ment) 

2. Reserve Fund and other 
Reserves 


Rs. 


1,41,97.104 


2.85.47.600 


3. Deposits and other Ac¬ 
counts 

4. Borrowings from other 
Banking Companies, 
Agents etc. 


5. Bills payable 


6. Bills for 
being bills 
per contra 


collection 
receivable as 


426,06,38,565 


30.88,31,454 


5.81,71.681 


25.63,05,799 


7. Other 1 .labilities 

8. Acceptance, Endorse¬ 
ments and other obli¬ 
gations as per contra 

9. Balance amount to be 
transferred to Central 
Government 


30.84,81,631 


19.97,26.373 


23,52,625 


Total 


Head Office: 


Rs. 543.72,52.832 


Mxnipal 

(KARNATAKA STATE.) 


PROPERTY AND ASSfTS 


I. 

( ash in hand with Re¬ 



serve Bank of India & 



State Bank ut India 

59. IS, 71.702 

-> 

Balances with other 



Banks 

4,56,72,616 

3, 

Money at call and 



short Notice 

Nil 

4. 

Investments (In Govt, 
and other 1 rustce 
Securities. Deben¬ 



tures, Bonds & Shares) 

127.68,17,344 

5. 

Advances (including 
Bills purchased and 



discounted) 

281.37,05.475 

6. 

Bills receivable being 
Bills for collection as 



per contra 

25.63,05.799 

7. 

Constituents' Liabili¬ 
ties for acceptances, 
endorsement and 
other obligation, as 



per contra 

19,97,26.373 

8. 

Premises less depreci¬ 



ation 

1.00.28.845 

9. 

Furniture and futures 



less depreciation 

2.47.24,158 

10. 

Other Assets 

21.75,19,355 

H. 

Non-Banking Assets 



acquiicd in satisfac¬ 
tion of claims less de¬ 



preciation 

8,81,165 


Total 


CHAIRMAN AM) 


Rs. 543,72,52,832 


K.K. PA I 

MANAGING DIRECTOR 
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companies engaged in the 
automobile trade, is entering 
the capital market with a 
public issue of 2,40,000 equity 
shares of Rs 10 each. 
The subscription list will 
open on July 30. The 
company is expanding its exis¬ 
ting manufacturing facilities 
and is setting up a plant in 
SIPCOT Industrial complex 
at Ranipet, Madras, a dec¬ 
lared backward area, with 
a licenced capacity to manu¬ 
facture 30 lakh pieces of bear¬ 
ings and bushings. The plant 
is fast coming up and is ex¬ 
pected to go into production 
by November 1975. Civil con¬ 
struction is nearing completion 
and plant and machinery have 
started arriving. The pro- 
ject is estimated to cost 
Rs9l.27 lakhs, which is pro¬ 
posed to be financed by 
equity capital of 35.52 lakhs 
subsidy from central govern¬ 
ment through SIPCOT of 
10 lakhs term loan from 
Tamilnadu Industrial In¬ 
vestment Corporation Ltd 
of 30 lakhs SIPCOT of 5 
lakhs and deferred payment 
guarantee from SB I of 10.75 
lakhs. 

The company is a key 
automobile ancillary industry 
already enjoying a good re¬ 
putation in the automobile 
ancillary trade. The com¬ 
pany’s products. besides, 
being used as original equip¬ 
ment by such reputed manu¬ 
facturers such as Ashok Ley- 
land, Escorls & Enfield India, 
have also been tested and ap¬ 
proved by the various De¬ 
fence departments. The 
company’s products bimeta¬ 
llic half bearings and bush¬ 
ings— are widely used in in¬ 
ternal combustion engines 
(petrol S: diesel) of all types 
—including vehicular, sta¬ 
tionary, marine, industrial, 
tractor and earthmoving en¬ 
gines and compressors, pumps, 
industrial machinery, etc. 

There is a great local 
demand and tremendous ex¬ 
port potential for the com¬ 
pany’s products. The esti¬ 
mated annual demand for 
bimetallic bearings and bush¬ 
ings by 1978-79, according to 
the findings of the Direc¬ 


torate General of Technical 
Development, government of 
India, is 390 lakh pieces, 
whilst the production of all 
the existing units after taking 
into account the sanctioned 
expansions is estimated at 
only 240 lakh pieces. This 
leaves, still a large unsatis¬ 
fied demand, which the 
company hopes to partially 
fulfil. 

The company’s products 
are in great demand. The 
supplies, at present, are 
rationed. With the increased 
production of 30 lakh pieces 
per annum, the company 
hopes to attain approximately 
15 per cent of the country’s 
total production of bearings 
and bushings. The company’s 
products are already being 
exported to the USA, Euro¬ 
pean countries. Hong Kong 
and South East Asian coun¬ 
tries. The Company hopes 
to enlarge its export markets 
with the proposed increase in 
production. 

Maharashtra Elektrosmelt is 

setting up an integrated steel 
plant, claimed to be the first 
of its kind, near Chandrapur, a 
backward area in the Vidhar- 
bha region of Maharashtra. 
It has been promoted by the 
State Industrial and Invest¬ 
ment Corporation of Maha¬ 
rashtra Ltd (SICOM), a govern¬ 
ment of Maharashtra under¬ 
taking, which during the last 
nine years of its operations has 
assisted 2000 units, belonging 
to a wide range of industries, 
involving an investment of 
over Rs 635 crores in the under¬ 
developed regions of Maha¬ 
rashtra. Maharashtra Elcktros- 
mclt has been permitted to 
manufacture ' carbon steel, 
spring steel and mild steel in¬ 
gots and billets with a licensed 
capacity of 75,000 tonnes per 
annum but the plant can pro¬ 
duce annually up to 90,000 
tonnes. 

To raise part of the resources 
required for the implementa¬ 
tion of this project, the com¬ 
pany is entering the capital 
market on August 8 with an 
issue of Rs 5 crores. Out of 
this SICOM has agreed to subs¬ 
cribe to equity shares worth 
Rs 2.45 crores while equity 


capital to the tune 6riK fluff 
crore has been reserved for 
allotment to Development 
Corporation of Vidarbha Ltd. 
Thus, the share of the public 
sector in the proposed issue 
will be of the order of 51 per 
cent. The balance of Rs 2.45 
crores in equity shares of 
Rs 10 each is now being offer¬ 
ed to the public for subscrip¬ 
tion. The public issue is fully 
underwritten. The cost of 
the project is around Rs 15 
crores, out of which the foreign 
exchange component is esti¬ 
mated at Rs 2 crores. The 
plant is expected to go on 
stream by July 1976. 


As the project is being 




set up Tn a backward area 
the company is entitled 
to several concessions, 
subsidies and tax reliefs. An 
added attraction is that the 
central and state sales tax up 
to eight per cent of fixed assets 
for the first 10 years will be re¬ 
funded to the company as 
interest-free, unsecured loan 
payable at the end of 18 years 
in annual instalments. Barr¬ 
ing unforeseen circumstances 
the management is confident 
that the company will be able 
to earn sufficient profits after 
providing for depreciation etc. 
and declare a reasonable divi¬ 
dend from the third year of 
commencement of commercial 
production. 


Dividends 


(Per cent) 


Equity dividend dec- 


Name of the 
company 

Year ended 

lared 

for 

Current 

year 

Previous 

year 

Higher Dividend 




Mettur Chemicals 

March 31, 1975 

4.0 

Nill 

Universal Cables 

March 31, 1975 

12.0 

7.0 

Same Dividend 




Gujarat Steel Tubes 

March 31, 1975 

12.0* 

12.0 

Gourepore Company 

December 31, 1974 

Nil 

Nil 

National Rubber 
Mfrs. 

December 31, 1974 

Nil 

Nil 

Nuddea Mills 

December 31, 1974 

Nil 

Nil 

Reduced Dividend 




Aditya Mills 

December 31, 1974 

9.0 

12.0 

Gackwar Mills 

December 31, 1974 

12.0 

20.0 

National Machinery 
Mfrs. 

December 31, 1974 

Nil 

Nil 

Navasari Cotton 

December 31, 1974 

12.0 

15.0 


* on the increased capital. 
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COMPANY MEETING 

The Tata Iron and Steel Company Limited 


Chairman's Statement 

Hie following in the statement of Mr. J.R.D Tata, 
Chairman of the Tata Iron and Steel Company 
Limited, for the year 1974-75. 


A Year of Recovery 

If 1973-74 was for us a year 
of crisis, 1974-75 will go down 
in our history as a year of re¬ 
covery. With the acute short¬ 
ages and irregularities in the 
supply of such essential inputs 
as coal, power and transport 
which plagued our operations 
in the previous year largely 
overcome, our plant was able, 
once again, to operate at over 
90% of finished steel capa¬ 
city. The improvement was 
even more marked in regard to 
our profits before taxes which 
were nearly doubled, thanks 
both to the substantial im¬ 
provement in production and 
to the fact that the increases 
in retention prices allowed by 
Government to steel produ¬ 
cers in September and October 
1973 had applied to the whole 
year, as against a little over 
five months in the previous 
year. 

2. There is every reason to 
hope that in the current year 
the plant's operation will be 
maintained at near a hundred 
per cent of rated capacity, but 
in regard to profit, it is neces¬ 
sary to note that the increases 
in retention prices granted in 
1973 have by now been fully 
absorbed by cost escalations 
beyond management's control, 
mainly in the cost of coal, 
power, fuel and wages. There 
is thus a case for a further 
increase in steel prices, parti¬ 
cularly in respect of those 
categories which were left out 
of the increases sanctioned in 
October 1973, for, despite a 
sharp fall in steel prices in the 
world markets, the prices 
allowed to the Indian producers 
are still in most categories 
substantially below the prices 
earned by producers in other 
countries. 

Price Policy 

3. As I mentioned last year. 


Government's price policies 
over the last 30 years or so 
had resulted in the steel 
industry subsidising steel users 
to the extent of some Rs. 4,500 
crorcs, of which nearly Rs. 
1,600 crores were contri¬ 
buted by our Company alone. 
While the gap between foreign 
and Indian ex-Works prices 
has substantially narrowed re¬ 
cently as a result both of the 
price increases sanctioned in 
1973 and the current and pre¬ 
sumably temporary collapse of 
world prices, it is still consi¬ 
derable and would fully justify 
a further increase in prices 
and the resulting accretion 
after tax to the industrv\ 
funds which it badly needs. The 
necessary representation ha* 
been made to Government hut 
it may well be viewed in the 
contexL of Government's de¬ 
clared intention to continue, 
and even strengthen, the pro¬ 
gramme of stringent measures 
adopted by them to curb the 
rampaging inflation which was 
threatening the economic sta¬ 
bility of the country. It nnisi 
be recognised that this pro¬ 
gramme has played a powerful 
role in bringing down the rate 
of inflation from 30% in 

1973- 74 to around 8% in 

1974- 75, an achievement on 
which Government deserve to 
be congratulated. 

4. Thus, for the present ui 
least, the only certain means 
available to the Indian steel 
industry to maintain, ] et alone 
increase its profitability, in 
the face of mounting cosi^ 
lies in an increase in pro¬ 
duction and strict control over 
costs. As we hope to achieve 
full production this year, or 
as close to it as practicable, 
our own efforts must neces¬ 
sarily be concentrated on in¬ 
creasing efficiency and lower¬ 
ing costs, or at least absorbing 
further increases beyond om 
control, and on improving our 


product-mix and therefore its 
yield. 

5. While we may feel satisfied 
that at the present time our 
rate of production and our 
costs compare favourably with 
those of the other steel plants 
in the country. any long term 
view must take account of 
certain factors which, while to 
our advantage today, will gra¬ 
dually turn to our disadvantage 
in the long run unless they are 
replaced by gains in other 
directions. 

Age- Its Cost and Benefits 

6. For instance, the age of 
our plant is to our advantage 
today in that it keeps our 
current burden of depreciation 
at the relatively low figure 
of about Rs. 100 per tonne of 
finished steel. With the pre¬ 
sent capital com of new capa¬ 
city in excess of Rs. 5.000 per 
tonne of finished steel, the 
incidence of depreciation on a 
modern plant at a modeM 
average rate of 5'\, on gross 
block would be at least twice 
as high as ours is today. This, 
however, can only be a tem¬ 
porary advantage, for as we 
gradually replace our old plant 
and equipment with new. our 
capital cost per tonne of capa¬ 
city will keep on rising and 
the time will ultimately come 
when our burden of depre¬ 
ciation will not be much lower 
than that of the other steel 
plants in the country. 

7. Again, the advantage we 
have today of fuller production, 
and therefore lower costs, will 
disappear as the other plants 
continue to improve the uti¬ 
lisation of their capacity as 
they have creditably done this 
year. Thereafter, they will 
enjoy additional ber elits of 
scale, of lower labour costs 
and of more modem equip¬ 
ment and processes, as their 
current and future expansion 
programmes fructify, benefits 
which will be available to us 
only if and when the capacity 


of our own plant is materially 
expanded. 

Tlie March of Technology 

8. It must be remembered 
also that the most recent parts 
of the Jamshedpur plant dale 
back to the fillies, since when 
significant technological advan¬ 
ces have been achieved in the 
world in the making and pro¬ 
cessing of steel, many of which 
have been adopted by the 
new public sector plants. For 
instance, until about twenty 
years ago the whole of the 
world's steel was made in 
open hearth furnaces, except 
for some categories of special 
steels made in electric furnaces. 
Since then, the much quicker 
and cheaper L. D. process, or 
variations of it. using basic 
oxygen voxels, has increasingly 
replaced the open hearth pro¬ 
cess to the extent, that not a 
single open hearth steel melt¬ 
ing shop has, to my knowledge, 
been built anywhere in the 
world in recent years. Un¬ 
fortunately. we cannot afford 
at present to convert our steel 
melting shops to any of these 
modern oxygen processes. 

9. On the iron making side, 
although blast furnaces con¬ 
tinue throughout the world to 
provide the predominant if 
not the sole means of pro¬ 
ducing iron, and their basic 
design has remained largely un¬ 
changed. thev have grown to 
an incredible extent in size 
and efficiency as may be seen 
from the fact that whereas our 
latest furnace, which, built in 
ihe fifties, was a Fairly large 
one by world standards of 
those days, has a capacity of 
about 1.500 tonnes a day, 
furnaces have been and are now 
being built in various countries 
capable of producing more than 
10,000 tonnes of iron per day. 
The latest blast furnaces m 
Japan have in fact a capacity 
of 13,000 tonnes a day. The 
benefits of scale are obviously 
enormous in such cases. 

The Road Ahead 

10. We should not be undulv 
discouraged by these facts, 
for they need not at all point 
to an inevitably bleak future 
for us. While the scale of our 
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operations may be relatively 
small by modern world stan¬ 
dards and we may not be able 
for many years to undertake 
the type of re placemen t-cum- 
expansion programme we car¬ 
ried out in the nineteen-fifties, 
when wc doubled our ca¬ 
pacity at one go. it will be 
possible for us, subject only 
to financial constraints, to 
maintain and even improve the 
financial viability of our opera¬ 
tions by an accelerated and 
expanded programme of mo¬ 
dernisation and replacement of 
ageing equipment, combined 
with a gradual shift to quality 
steels and special products. 

11. Of these two objectives, 
we have naturally given first 
priority to making our plant 
grow younger through re¬ 
placements and repairs so as 
to maintain its efficiency and 
productivity at the highest 
possible level, and most of the 
programme of capital expen¬ 
diture of over Rs. 150 crorcs 
which we have planned for the 
next five years is primarily 
aimed at this objective. Fortu¬ 
nately, the steps wc have taken 
in recent years to expand our 
own facilities for manufactur¬ 
ing equipment and components 
needed for modernisation and 
replacement, will enable us to 
carry out this process faster 
and at a lower cost, largely 
free from foreign exchange 
expenditure, than if we had to 
import these items or have 
them made by others in the 
country. 

12. On the other hand, it is 
necessity for us to allocate 
out of this five-year programme 
about Rs. 40 crores to ex¬ 
panding the coal raising and 
washing capacity of our collie¬ 
ries so as to make us totally 
self-sufficient in coking coal, 
as we have throughout been 
in iron ore. As the public 
sector of the industry grows, 
its requirements of coal will 
correspondingly rise, and it is 
only right, as well as in our 
own.interests, that we should 
obtain all our requirements of 
coking coal from our own 
captive mines, quite apart from 
the fact that wc shall thereby 
benefit from lower coal costs. 

13. Apart fioin such conti¬ 


nuous programmes of reno¬ 
vation and modernisation, there 
will be other avenues open 
to us for gradually improving 
the financial yield of our 
operations through technolo¬ 
gical improvements which can 
be achieved over a period 
of years at a capital cost 
within our resources. A 
number of such possibilities are 
being actively considered as a 
second line of attack on the 
problem of improving our long¬ 
term prospects. 

Promise and Performance 

14. While the recession in 
the demand for steel in India 
has brought to an end, at 
least for the time being, the 
long-standing shortages in 
steel supplies which have en¬ 
abled the black market ruth¬ 
lessly to exploit the consumer, 
it is depressing to note that 
India'* total production of 
finished steel in 1974-75 was 
less than 5.5 million tonnes, 
whereas the Third Five Year 
Plan, announced in 1959. had 
set a production target of 

7.5 million tonnes of finished 
steel by l%5-66, and the long 
term perspective plans pre¬ 
pared by Government in 1964 
visualised a production of 13.5 
million tonnes by 1970-71 and 

21.5 million tonnes by 1975-76, 
that is today! This dramatically 
illustrates the mixture of un¬ 
due optimism and poor per¬ 
formance from which our 
country has suffered in the 
past two decades. Nonetheless, 
1 for one have no doubt that, 
building on the considerable 
infrastructure established in the 
country during this period, 
we can and will achieve much 
faster progress in the future, 
provided of course that the 
lessons of the past have been 
learnt and that the mixture 
will now be one of realistic 
plans and policies and vigorous 
implementation. In the mean¬ 
time, we may at least be 
thankful that the steel capa¬ 
city originally contemplated has 
not, in fact, materialised, for 
the country would otherwise 
have been saddled today with 
the staggering task and cost 
of keeping over nearly two- 
thirds of the capacity idle! 

The Role of Mini Steel Plants 

15. One important aspect of 


the future growth of the fndian 
steel industry to which 1 feel 
inadequate consideration, or 
the wrong kind of conside¬ 
ration, has been given, is the 
role of small-scale steel manu¬ 
facture in the electric arc 
furnaces of what have become 
popularly known as ‘mini* steel 
plants. Extraordinary pro¬ 
jections have been voiced in 
some quarters, where the view 
seems to be held that the 
future lies in the establish¬ 
ment all over the country of 
a host of such small plants, 
rather than in the expansion 
of integrated steel plants or 
the creation of new ones. As 
a result, licences have already 
been issued for as much as 
4 million tonnes of annual 
capacity, without ensuring that 
power and raw materials would 
be available to the new plants. 

16. As often happens with 
simplistic solutions to complex 
problems, this one has already 
got into serious trouble, most 
unfairly for the new entrepre¬ 
neurs who ventured into this 
field, as may be judged from 
the fact that anything between 
half and two-thirds of the 
2 million tonne mini steel 
capacity already installed is idle 
today. Reliance on mini steel 
plants as a major instrument 
lor the production of tonnage 
steel is, in my view, unsound 
for a number of reasons: 

(i) Electric furnaces are vora¬ 
cious consumers of elec¬ 
tric power, shortages of 
which are already near- 
catastrophic in India, as 
evidenced by the drastic 
power cuts imposed on 
industry from time to 
time, extending in one 
case to 100% during the 
past year. All indications 
point to continued power 
shortages, though hope¬ 
fully less severe, for many 
years to come, as demand 
continues to grow faster 
than supply as it has done 
in the .past four years. 

(ii) Steel produced in electric 
furnaces is, and will al¬ 
ways be, much more 
costly than tonnage steel 
produced in large inte¬ 
grated steel works mainly 
because of the high cost 
pf power consumed by 


the former. Our own 
cost of production of 
electric steel at Jamshed¬ 
pur, charging scrap at a 
lower cost than its market 
price, is about 40 % higher 
than that of steel' pro¬ 
duced in our steel melt¬ 
ing shops, itself higher 
than it would be if it was 
made in modern ba£ic 
oxygen vessels, instead of 
open hearth furnaces. 

(iii) The assumption of ade¬ 
quate availability of the 
raw materials for the 
mini steel plants is highly 
questionable, for, while 
India is not short of 
melting scrap today, it 
certainly has nothing like 
the 4 to 5 million tonnes 
which would be required 
by all the mini steel 
plants, built or licensed 
upto now, operating at a 
reasonable percentage of 
capacity. In fact, the 
Ministry of Steel, which, 
today, fortunately takes a 
wholly realistic view of 
the role of mini steel 
plants, estimates the ma¬ 
ximum current availabi¬ 
lity of ferrous scrap in 
the country at only about 
2 million tonnes. 

(iv) Finally, the easy assump¬ 
tion that sponge iron 
can be used as raw 
material when scrap is 
not available grossly anti¬ 
cipated what may one 
day be an effective sub¬ 
stitute for steel scrap, 
but is not so yet or 
likely to be for some 
years, particularly in India 
where gas is not available 
and the use of coal as the 
reducing agent for this 
purpose is still being de¬ 
veloped. 

Thus mini steel plants would 
be hit by a severe shortage of 
raw material even if power 
were freely available to them. 

17. That such plants do offer 
well defined advantages, such 
as short construction and 
gestation periods, flexibility in 
operation and in spreading 
developmental expenditure and 
employment over the whole 
country, is not disputed, nor 
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is the fact that the manu¬ 
facture of steel in electric- 
furnaces, whether ir. mini steel 
plants or as pan of integrated 
steel works, special steel plants 
and the like, undoubtedly 
forms a vital part of the total 
steel industry of any country 
for the manufacture of special 
steels. In their own interests, 
as well as those of the country, 
therefore, mini steel plants 
should be given every en¬ 
couragement to organise and 
equip themselves for the manu¬ 
facture, heat treatment and 
finishing of high alloy and other 
special steels, rather than con¬ 
fine themselves to ordinary 
steels for the economic and 
large scale production of which 
India, like all other countries, 
must continue to depend on 
integrated steel plants. 

Dividends 

18. 1 hope shareholders will 
wholly approve of the Di¬ 
rectors’ recommendations in 
regard to dividends. 1 feel, 
however, that 1 should explain, 
for the benefit of those share¬ 
holders who are not fully 
familiar with the various con¬ 
straints and conditions im¬ 
posed today on the payment 
of dividends by joint stock 
companies, that your Com¬ 
pany’s discretion in the matter 
is subject to the following 
three separate restrictions: 

(i) An ad hoc ceiling of 
Rs. 8.60 per ordinary 
share for a period of 
three years, as part of an 
agreement, with Govern¬ 
ment when prices were 
increased in October 1973 
and a similar limitation 
imposed by Government 
financial institutions un¬ 
der the loan agreements 
between them and the 
Company entered into in 
1973 and 1974. 

(ii) The Act restricting divi¬ 
dends which, until Feb¬ 
ruary this year, limited 
dividends to a third of 
the distributable profits 
or 12% on ordinary 
shares, whichever was 
lower, under the terms 
of which the Board was 
compelled last year to 
reduce drastically the di¬ 


vidend of Rs. 8.60 per 
ordinary share they had 
recommended to Rs. 4.75 
per share. Under an 
amendment to the Act. 
passed in May this year, 
the ceiling on the amount 
of dividend declared has 
been removed, but such 
of it as exceeds the earlier 
ceiling can be paid with 
interest at 8% only in 
two equal instalments 
spread over the following 
two years. 

(Hi) Another provision of the 
law, permits dividends to 
be declared only out of 
* profits made in the year 
in respect of which the 
dividends arc declared. 

19. The net result of this 
multiple set of regulations and 
conditions, so far as we are 
concerned, is that the maxi¬ 
mum dividend that we can 
actually pay this year is Rs. 8 31 
per ordinary share (which the 
Directors have rounded off to 
Rs. 8.30) while the maximum 
we can declare is Rs. 8.60 of 
which 30P per share would 
have to be paid in two instal¬ 
ments of 15P each, in 

and 1977. 

20. The payment of I5P per 
share on two occasions to 
some 80,000 shareholders 
would involve an expen¬ 
diture of money, trouble, time 
and effort wholly dispropor¬ 
tionate to the benefit the share¬ 
holders would derive from 
it, and 1 am sure you will 
approve of the decision taken 
by the Directors in limiting 
the declaration of the dividend 
to Rs. 8.30 per share, all of 
which can be paid at once. 

A Saga of Co-operation 

21. In conclusion, i must 
refer once again to the excellent 
performance of our Company's 
organisation and staff at Jam¬ 
shedpur. The fact that they 
are able, year after year, to 
maintain operations at a high 
percentage of rated capacity 
tends to conceal the fact that 
continuous high level produc¬ 
tion in an integrated steel 
complex like ours, under the 
conditions prevailing in our 
country* is a grim and conti¬ 


nuous struggle against obs¬ 
tacles, delays and difficulties, 
which cun only be overcome 
by hard, unstinting efforts and 
co-operation on the part of 
thousands of dedicated ma¬ 
nagers, engineers and work¬ 
men. Our thanks and gratitude 
go to them all as well as to all 
our staff and employees at the 
collieries, mines, quarries and 
elsewhere, for the excellent 
results achieved during the 
past year. Although they were 
spared some of the critical 
difficulties under which they 
had to operate the plant the 
year before when shortages of 
power, coal and other inputs 
were so severe as at times to 
threaten the closure of the 
plant, conditions were far from 
what would be considered nor¬ 
mal in other countries. 

22. Perhapsthe most remark¬ 
able and gratifying feature of 
the Steel Company's record 
is the uninterrupted freedom 
it has enjoyed for 17 conse¬ 
cutive years from any loss of 
production due to labour un¬ 
rest. There is no large centre 
in India today where such out¬ 
standing industrial relations, 
co-operation and freedom from 
strife have prevailed as they 


Company Notice 


have done all these years a,t 
Jamshedpur. Such situations 
do not occur by accident, but 
arc the outcome of good sense 
and sustained effort on the 
part of both Union and Mana¬ 
gement and. of course, of the 
men themselves. It is these 
qualities, conspicuously present 
at Jamshedpur, which have 
made it a unique haven of 
industrial peace and co-ope¬ 
ration and a model for the 
whole country to follow. It is 
only right, therefore, that we 
should also congratulate and 
thank the Tata Workers' Union 
at Jamshedpur as well as ihe 
unions representing our em¬ 
ployees at the Mines and 
Collieries, for their states¬ 
manship and exemplary trade 
union practices, without which 
it would be impossible to 
maintain, year after year, the 
uninterrupted operation of a 
large industrial complex in¬ 
volving the production effort 
of over 5().(KX) employees. 

J.R.D. TATA 

Chairman. 

Bombay , 7ih July , 1975. 

Note : This docs not purport to 
he a record of the proceedings 
of the Annual GeneraI Meeting. 


UNION CARBIDE INDIA LIMITED 

In terms of Rule 4A of the MRTP Rules 1970 it is hereby noti¬ 
fied that Union Carbide India Limited, 5 Parliament Street, New 
Delhi 110 001 have given notice under Section 22 of the MRTP 
Act to the Department of Company Affairs, New Delhi in regard 
to its proposal to establish facilities for manufacture exclusively 
for export standard ferro-manganese with an annual capacity 
of 74,000 MT and involving an estimated investment in land, 
building, plant and machinery of approximately 200 million. 
For the year ended 25th December 1974 the total sales of the 
company were over Rs. 1030 million and total assets over Rs. 434 
million. 

Any person interested in the matter may, if lie so desires, inti¬ 
mate to the Central Government in the Department of Company 
Affairs, within 14 days of the publication hereof his views with 
regard to the proposal contained in this notice and also the nature 
of his interest therein with a copy of the same to the undersigned. 

V.P. Arya 

July 18, 1975 Director & Secretary. 
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RECORDS 

AND 

STATISTICS 


Wirtd Bank-IM 
landing in India 

An IDA credit of US$57 mil¬ 
lion has been approved for 
rural electrification schemes in 
India. The credit represents 
the fifteenth Bank Group lend¬ 
ing operation to the power 
sector. 

The project implementing 
authority for the present credit 
is the Rural Electrification 
Corporation (REC), a govern¬ 
ment of India undertaking. 
The principal objective of the 
project is to increase agricul¬ 
tural production by increasing 
the use of groundwater for irri¬ 
gation through electrification 
of pumpsets. It is expected to 
cost approximately US$114 
million, for about 140 rural 
electrification schemes in¬ 
volving primary and secon¬ 
dary distribution lines, distri¬ 
bution transformers, poles and 
miscellaneous equipments. 
IDA’s share in the total pro¬ 
ject cost is 50 per cent. 

Competitive Bids 

The procurement of bulk 
items will be achieved through 
international competitive bid¬ 
ding. Procurement action is to 
betaken by the beneficiary state 
electricity board, but REC 
will be required to assist in 
the preparation of biddingdo- 
cuments and evaluation of 
bids. 

Tbe IDA credit of US $57 
million is interest free. It 
carries a service charge of 3/4 
of one per cent. There is a 
grace period of 10 years, and 
repayment period is 50 years 


from the date the credit be¬ 
comes effective. 

World Bank and IDA lend¬ 
ing in India reached a new re¬ 
cord of $840 million during 
the fiscal year ended June 30, 
1975. The year's commit¬ 
ments compare with $442 mil¬ 
lion in fiscal 1974 and $564 
million in fiscal 1973. 

The bulk of the year's 
financing in India has come 
from JDA ($631.1 million). 
The IDA’s credits to date 
have been for 50 years, free 
of interest, but carry a 
service charge of 3/4 of one 
per cent. About $500 million 
of the year's Bank/IDA lend¬ 
ing will be devoted to the de¬ 
velopment of industry. The 
balance will assist the develop¬ 
ment of the rural sector 
(Table I). 

A brief description of Bank/ 
IDA operations in India dur¬ 
ing fiscal 1975 follows: 

Industrial Imports 

$200 million IDA credit for 
Industrial Imports: About 850 
medium and large-scale in¬ 
dustrial enterprises in India 
will be able to maintain and 
expand production with the 
assistance of a credit of $200 
million. The credit will meet 
part of the industries foreign 
exchange requirements of ab¬ 
out $911 million during 1975-76 
for imports of raw materials, 
components and spare parts. 
The credit, tenth from IDA for 
industrial imports in India, 
brings the total of such assis¬ 
tance to $1,130 million. 

$100 million Loan for the In¬ 
dustrial Credit & Investment 
Corporation of India (ICICI): 
The loan, eleventh to be 
made by the Bank to ICICI, 
brings the Bank's total 


lending to ICICI to $426 mil¬ 
lion. ICICI’s role is to pro¬ 
mote large and medium-scale 
enterprises, primarily in the 
non-traditional sectors of in¬ 
dustry. As of December 1974, 
ICICI had approved financial 
assistance totalling the equiva¬ 
lent of Rs 5,000 million to 
some 1,600 projects. 

$200 million for fertilizer 
production: A Bank loan of 
$109 million will help finance 
the construction of a plant in 
Phulpur, Uttar Pradesh, to 
produce 900 tons of ammonia 
and 1.500 tons of urea per 
day. The $220.5 million pro¬ 
ject is scheduled to start cpm- 
mercial production in 1978. It 
will add about 230,000 tons 
per year of nitrogen to India’s 
fertilizer capacity. It will help 
India save $59 million in foreign 
exchange a year. The increased 
fertilizer production will help 
to increase Indian food produc¬ 
tion by one million tons a year. 
The project will be implemen¬ 
ted by the Indian Farmers 
Fertilizer Cooperative Ltd. 

Sindri Expansion 

An IDA credit of $91 mil¬ 
lion will help to finance the 
modernization and expansion 
of the Sindri unit of the Fertili¬ 
zer Corporation of India (FCI) 
in the state of Bihar. It will 
add a 900 ton a day ammonia 


plant and a 1,000ton a day urea 
plant. The project, when com¬ 
pleted in 1978* will increase 
the output of nitrogen by 
136,000 tons per year. It will 
help India save $68 million in 
foreign exchange each year. 

Agricultural Development 

$83 million Credit for Com¬ 
mand Area Development in 
Rajasthan : The credit is financ¬ 
ing a $174 million project for 
the development of 200,000 
hectares in the Command Area 
of the Rajasthan Canal Pro¬ 
ject. At full development, the 
project will help to increase 
foodgrains production by 
265,000 tons and that of other 
crops like cotton and pulses, by 
647,000 tons. The prciect will 
also provide the equivalent of 
70,000 additional full-time jobs 
and contribute to an increase 
in incomes of farmers 

$44.1 million Credit for Dairy 
Development in Madhya 
Pradesh and Rajasthan: The 
Madhya Pradesh and Rajasthan 
dairy development projects 
are part of India’s efforts to 
increase milk production by 
nine million tons to 30 million 
tons by 1979 The two projects, 
like the Karnataka dairy pro¬ 
ject being assisted by an ear¬ 
lier IDA credit of $30 million, 
follow the pattern of an Indian 
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World Bank-IDA Lending in India During Fiscal 1975 

($million) 


Project 

Bank 

IDA 

Rajasthan Canal 

— 

83.0 

(Command Area Development) 

Fertilizer (Sindri) 


91.0 

Drought Prone Areas 

— 

35.0 . 

Dairy (Rajasthan) 

— 

27.7 

Dairy (Madhya Pradesh) 

— 

16.4 

IFFCO Fertilizer 

109.0 

— 

Irrigation (Godavari Barrage) 

— 

45.0 

Industrial imports 

— 

200.0 

Industry (Industrial Credit and Invest¬ 
ment Corporation of India) 

100.0 

. 

Agricultural Credit (Agricultural 
Refinance Corporation) 


75.0 

West Bengal Agriculture 

— 

34.0 

Chambal Command Area (Madhya 
Pradesh) 

— 

24.0 

Total for Fiscal 1975 

209.0 

631.1 
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approach — the highly suc¬ 
cessful Anand Milk Union 
Limited (AMUL) in Gujarat 
state. 

$35 million Credit in Drought- 
Prone Areas : An IDA credit 
of $35 million is assisting India 
to increase and stabilize agricul¬ 
tural production in six-drought- 
prone districts in four states - 
Andhra Pradesh, Karnataka, 
Maharashtra and Rajasthan. 
The $103 million project, when 
completed in 1980, will help to 
increase the income of over 
one million people, most of 
whom belong to the poorest 
segments of the population. 
Average annual income gains 
resulting from the project will 
range from $12.5 to $500. An¬ 
nual crop production will in¬ 
crease by 58,000 tons, princi¬ 
pally of foodgrains. About 
85,000 man-years of short-term 
and 20,000 man-years of full 
time employment will be gene¬ 
rated. 

The drought-prone areas of 
India cover about 600,000 
square kilometers and a popu¬ 
lation of about 66 million. The 
bulk of this population is en¬ 
gaged in perennial struggle to 
meet its subsistence needs in a 
harsh environment. It fre¬ 
quently fails. The credit is in 
support of India’s Drought- 


Prone Areas Programme, ini¬ 
tiated in 1970-71. The object¬ 
ive of the programme is to mi¬ 
tigate the ejects of periodic 
droughts in these areas by 
providing permanent employ¬ 
ment, on-farm development 
and by improving public sector 
services. 

The IDA credit is the first 
Bank Group operation in 
India specifically to lack le the 
difficult problems of rural de¬ 
velopment in the country’s 
arid and semi-arid regions. 

It will help to increase agricul¬ 
tural production in six dis¬ 
tricts - Anatapur in Andhra 
Pradesh: Bijapur in Karnataka; 
Jodhpur and Nagpur in Ra¬ 
jasthan; and Ahmednagar in 
Sholapur in Maharashtra. It 
includes public works and on- 
farm development and co\ers 
minor irrigation, command 
area development, applied re¬ 
search and farmer training 
programmes. 

$45 million Credit for Irriga¬ 
tion in Andhra Pradesh: The 
ctedit will help complete the 
construction of a barrage auoss 
the Godavari River in Andhra 
Pradesh state. The purpose 
of the project is to ensure con¬ 
tinued availability of perennial 
irrigation water in 400.000 

Table 


hectares in the command area 
of a 120-year old weir. 

$75 million Credit for Rural 
Credit : The credit will finance 
a two-year programme of credit 
to farmers in India. It will 
support the activities of the 
Agricultural Refinance Corpo¬ 
ration (ARC), an agency es¬ 
tablished in 1963 to provide 
medium and long-term finance 
to commercial and cooperative 
banks for on-lending to far¬ 
mers. The main focus under 
the project is on a continua¬ 
tion of the development of 
minor irrigation to help India 
to increase its food production, 
and on-staff training to enable 
the main rural banking inslitu- 
t ions to meet more effectively 
the credit needs of the cou¬ 
nt! y's agriculture. 

$54 million Credit for Agri¬ 
cultural Development in West 
Bengal : The credit will help 
to finance an agricultural de¬ 
velopment project designed to 
increase foodgrain production, 
farm income and rural employ¬ 
ment in West Bengal stale. 
The project will support a 
four-year programme of invest¬ 
ments to improve minor irri¬ 
gation, agro-service centers 
for the distribution of inputs, 
regulated markets, and agricul¬ 
tural extension services. The 

It 
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major benefits resulting f'mm 
the project will be additional 
production of 310,000 tons of 
foodgrain a year worth about 
$50 million, and the generation 
of about 100,000 man-ycars 
of labour per year, in an area 
where unemployment is a 
serious problem. About 
200,000 farmers will benefit 
directly from the project. 
About 75 per cent of these w ill 
be small farmers. 

$24 million Credit for Agricul¬ 
tural Development in Madhya 
Pradesh: The credit is for the 
development of the Chamba! 
Command Area in Madhya 
Pradesh. At full development, 
the project will help to increase 
foodgrains production by 
165.000 tons and other crops 
like pulses, oilseeds and sugar¬ 
cane by 160,000 tons a year. The 
gross value of the increased 
production will be about $30 
million a year. The income 
of 93.000 farmers, including 
35.000 small farmers with farm 
units of one hectare or less, 
will nearly double. The project 
will provide the equivalent of 
12.000 additional jobs over 
the next decade. 

Total IBRD loans and IDA 
credits to India upto June 30, 
1975. arc given in Table II. 


($ million) 


Project 

Date 

IBRD Loan No J 
IDA Credit No. 

Rate of Interest. 
Service Charge 

Amount 

Railways 

TRANSPORTATION 



1. Railways 

Aug 18. 1949 

IBRD Loan— 17 

4>» 

34.00 

2. Railways 

Julv 12, 1957 

„ 167 

5 5/8",, 

24.00 

3. Railways 

July 12, 1958 

,. „ 169 


19.11 

5. Railways 

Ju!v 12. 1957 

., 169 

,, 

11.20 

4. Railways 

July 12. 1957 

„ 170 


35.70 

6. Railways 

Sep 16. 1958 

,, 207 

~ /O 

85.00 

7. Railways 

July 15. 1959 

233 

6 Vo 

50.00 

8. Railways 

July 29, 1960 

„ 262 

5 3/4% 

70,00 

9. Railways 

Oct 13. 1961 

., 298 


30 00 

10. Railways improvement 

Mar 22, 1963 

IDA Credit—36 

3/4% 

67.50 

11. Railway improvement 

Oct 26. 1964 

., 67 


62.00 

12. Ninth Railway project 

June 29. 1966 

,. 88 

• t 

63.00 

13. Tenth Railway project 

Sep 24, 1969 

162 

• * 

55.00 

14. Eleventh Railway project 

Jan 24, 1972 

,. 280 

- 

75.00 

15. Twelfth Railway project 

Dee 21. 1973 

„ 448 

Sub total 

80.00 

706.51 


of which IBRD (379.01) 

IDA (407.50) 


con/d. 
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IBRD Lous and IDA Credits--!ear Ending June 30,1975—India— Contd. 


(SMillion) 


Project 

Date 

IBRD Loan No./ 
IDA Credit No 

Rate of Interest/ 
Service Charge 

Amount 

Roads 





1. Highway Construction & Improvement 

June 21, 1961 

IDA Credit 

3 3/4 % 

60.00 

Ports & Shipping 





1. Madras Port Trust 

June 25 1958 

IBRD Loan 199 

5 1/2% 

14.00 

2. Calcutta Port Trust 

June 25, 1958 

„ 198 


29.00 

3. Calcutta Port Trust 

Aug 17. 1961 

294 

5 3/4% 

21.00 

4. Bombay Port Trust 

Sep 14. 1962 

IDA Credit 27 

3/4% 

18.00 

4. Shipping Project 

Sep 26. 1972 

328 

3/4% 

83.00 




Sub total 

165.00 




of which IBRD 

(64.00) 




IDA 

(101.00) 

Air Transport 





1. Air India 

Mar 5, 1957 

IBRD Loan—161 

5 1/2% 

5.60 




Total Transporta- 




lion 

1,017.11 




of which IBRD 

(448.61) 




IDA 

(568.50) 


TELECOMMUNICATION 



1. Telecommunication Project 

Sep 14. 1962 

IDA Credit 23 

3/4% 

42.00 

2. 11 Telecommunication Project 

July 6. 1964 

.. 58 

3/4% 

33.00 

3. Ill Telecommunication Project 

June 13, 1969 

„ 153 

3/4% 

25.50 

4. Telecommunication Project 

June 18, 1969 

IBD Loan 615 

6 1/2% 

27.50 

5. IV Telecommunication Project 

Apl 29, 1971 

IDA Credit 241 

T AO' 

78.00 

6. V Telecommunication Project 

June 25, 1973 

„ „ 403 

3/4% 

80.00 




Total Telecom- 





m unication 

288.00 




of which IBRD 

(27.50) 




IDA 

(260.50) 


POWER 



1. DVC Project 

Apl 18, 1950 

IBRD Loan 23 

4% 

18.50 

2. II DVC Project 

Jan 23, 1953 

„ 72 

4 7/8% 

19.50 

3. Tata Power Companies 

Nov 19, 1954 

„ 106 

4 3/4% 

16.20 

4. Tata Power Companies 

May 29, 1957 

,. 164 

5 3/8% 

9.80 

5. Ill DVC Project 

July 23, 1958 

„ 203 


25.00 

6. Koyna 

Apl 8, 1959 

223 

n 1 

25.00 

7. Durgapur Power Extension 

Feb 14, 1962 

IDA Credit 19 

3/4';;, 

18.50 

8. II Koyna Project 

Aug 8, 1962 

„ „ 24 

»> 

17.5Q 

9. Kothagundum Project 

May 14, 1963 

.. 37 

,, 

20.00 

10. Power Transmission 

June 11, 1965 

IBRD Loan 416 

5 1/2% 

70.00 

11. Kothagundum Phase 11 

June II. 1965 

IBRD Loan 417 

5 1/2% 

14.00 

12. II Power Transmission Project 

Apl 29, 1971 

IDA Credit 242 

3/4% 

73.00 

13. Ill Power Transmission Project 

May 9, 1973 

„ 377 


85.00 




Total Power 

414.00 




of which IBRD 

(198.00) 




IDA 

(216.00) 

URBAN DEVELOPMENT & HUMAN RESOURCES 



1. Bombay Water Supply & Sewerage Pr. 

June 8, 1973 

IDA Credit 390 

3/4% 

55.00 

2. Calcutta Urban Development Project 

Sep 12, 1973 

427 


35.00 


—Ctwfrf. 
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IftiD Lotts ttd IDA Credit*—Year Ending June 30,1975 -India 


(S Million) 


Project 

Date 

IBRD Loan No./ 
IDA Credit No. 

Rate of interest/ 
Service Charge 

Amount 

3. Population Project 

June 14,1972 

IDA Credit 312 


21.20 

4, Education Project 

Nov 10, 1972 

,. 342 

, * 

12.00 




Total 

123.20 




of which IDA 

(123.20) 


INDUSTRY AND MINING 



Coal 





1. Coal Projec t GOI 

Aug 9, 1961 

IBRD Loan 292 

5 3/4% 

35.00 

2. If SCO—Coal Mines 

Dec 22, 1961 

„ ., 307 


19.50 




Sub Total 

54.50 




of which IBRD 

(54.50) 

Steel 





1. Steel - IISCO 

Dec 18, 1952 

IBRD Loan 

71 4 3/4% 

31.50 

2. Steel—IISCO 

Dec 19, 1956 

„ 159 

5"o 

20.00 

3. Steel—IISCO 

July 7, 1956 

„ 456 

6% 

30.00 

4. Steel TISCO 

June 26, 1956 

146 

4 3/4",, 

75.00 - 

5. Steel TISCO 

Nov 20, 1957 

„ 182 

6 11 

11 t) 

32.50 




Sub total 

189.00 




of which IBRD 

(189.00) 


ICICI 


1. 

ICICI 

Mar 14, 1955 

IBRD Loan 109 

4 3-8 ,) „ 

10.00 

2. 


July 15, 1955 

232 

Note 6% 

10.00 

I 


Oct 28, 1960 

.] „ 269 


20.00 

4. 


Feb 28, 1962 

., 312 


20.00 

5. 


June 5,1963 

340 


30.00 

6. 


May 8. 1965 

414 

5 1/2°,, 

50.00 

7. 


Sep 19, 1967 

515 

Note (% 

25.00 

8. 


June 3, 1970 

,. 683 

7°„ 

40.00 

9. 


Oct 27, 1971 

„ 789 

7 l/4<\, 

60.00 

10. 


June 8,1972 

., 902 


70. (X) 

11. 


Apl 2, 1975 

., 1097 

8'l/2 l, o 

KX).(K) 





Sub Total 

435.00 





of which IBRD 

(435.00) 



IDBI 




1. 

IDBI Project 

Feb 9, 1973 

IDA Credit 356 

3 4<\ ; 

25.00 

Industrial Imports 





1. 

Industrial Imports Project 

June 9, 1964 

IDA Credit 52 

7 '4" 

90.00 

2. 

11 . 

Aug 11,1965 

„ 78 

,, 

100.00 

3. 

HI 

Aug 19, 1966 

92 

,, 

150.00 

4. 

IV 

Dec 23, 1966 

97 


65.00 

5. 

v 

Jan 22, 1969 

138 

,, 

125.00 

6. 

VI 

Apl 24J970 

., 182 


75.00 

7. 

VII 

Sep 26,1972 

„ „ 327 

,, 

75.00 

8. 

VIII 

June 25, 1973 

., 402 


100.00 

9. 

IX 

May 29, 1974 

„ .. 474 

,, 

150.00 

10. 

x 

Mar 7. 1975 

„ „ 528 

,, 

200.00 





Sub total 

1,130.00 


of which TDA (1,130.00) 
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IBRD Loans and IDA Credits:—Year Ending Jnte 30, 19^5—India 

($ million) 


Project 

Date 

IBRD Loan No./ 

Rate of Interest/ 

Amount 




IDA Credit No. 

Service Charge 




FERTILIZER 



1. 

FACT - Cochin Phase 11 

July 30,1971 

IDA Credit 264 

3/4% 

20.00 

2. 

PCI —Gorakhpur 

Jan 7, 1972 

„ 279 

10.00 

3. 

FCI —Nangal 

Feb 9, 1973 

357 

M 

58.00 

4. 

FCl —Trombay Expansion 

June 19, 1974 

„ 481 

„ 

50.00 

5. 

FCI —Sindri Modernization 

Nov 27, 1974 

„ 520 

* J 

91.00 

6. 

1FFCO—Phulpur 

Jan 8, 1975 

IBRD Loan 1097 

CO/ 

0 /o 

109.00 




Sub Total 

338.00 





of which IBRD 

(109.00) 





IDA 

(229.00) 





Total 

2,171.50 





of which IBRD 

(787.50) 





IDA 

(1.384.00) 



IRRIGATION 

AND AGRICULTURE 



1. 

Agricultural Machinery Project 

Sep 29, 1949 

IBRD Loan 29 

3 1/2% 

10.00 

2. 

Punjab Flood Protection & Drainage 

Nov 22, 1961 

IDA Credit 15 

3/4% 

10.00 

3. 

Tubewell Irrigation 

Sep 6, 1961 

8 

3/4% 

6.00 

4. 

Shetrunji Irrigation Project 

Nov 22, 1961 

„ „ 13 


4.50 

5. 

Salandi Irrigation Project 

Nov 22, 1961 

14 

,, 

8.00 

6. 

Sone Irrigation Project 

June 29. 1962 

„ 21 

,, 

15.00 

7. 

Purnea Irrigation Project 

July 18, 1962 

„ 23 


13.00 

8. 

Beas Equipment Project 

June 29, 1966 

„ 89 

,, 

23.00 

9. 

Tarai Seeds Project 

June 18, 1969 

IBRD Loan 614 

6 1/2% 

13.00 

10, 

Kadana Irrigation Project 

Feb 9, 1970 

IDA Credit 176 

3/4% 

35.00 

11. 

Gujarat Agricultural Credit 

June 3. 1970 

„ 191 

,, 

35.00 

12. 

Punjab Agricultural Credit 

June 24, 1970 

„ ,, 203 

,, 

27.50 

13. 

Andhra Pradesh Agricultural Credit 

Jan 8, 1971 

,. 226 


24.40 

14. 

Agricultural Aviation Project* 

Jan 28, 1971 

„ ., 230 

,, 

6.00 

15. 

Haryana Agricultural Project 

June 11, 1970 

„ 249 

,, 

25.00 

16. 

Tamil Nadu Agricultural Project 

June 11, 1971 

IDA Credit 250 

3/4% 

35.00 

17. 

Wheat Storage Project 

Aug 23, 1971 

„ 267 

,, 

5.00 

18. 

Pochampad Irrigation Project 

Aug 23, 1971 

„ „ 268 

,, 

39.00 

19. 

Mysore Agricultural Credit 

Jan 7, 1972 

278 

,, 

40.00 

20. 

Maharashtra Agricultural Credit 

Mar 29, 1972 

„ 293 

V » 

30.00 

21. 

Bihar Agricultural Marketing 

Mar 29, 1972 

,. 294 

V* 

14.00 

22. 

Mysore Agricultural Marketing 

May 9, 1973 

., 378 

,, 

8.00 

23. 

Madhya Pradesh Ag. Credit 

June 8, 1973 

,. 391 


33.00 

24. 

U.P. Agricultural Credit 

June 8, 1973 

„ 392 


38.00 

25. 

Bihar Agricultural Credit 

Nov 29, 1973 

„ 440 


32.00 

26 

Himachal Pradesh Apple Project 

Jan 22, 1974 

456 

,, 

13.00 

27. 

Karnataka Dairy Project 

June 19, 1974 

„ 482 

,, 

30.00 

28. 

Chambal Irrigation Project 

June 19, 1974 

IBRD Loan 1011 

7 1/2% 

52.00 

29. 

Rajasthan Canal Command Area 

July 17, 1974 

IDA Credit 502 

3/4% 

83.00 

30. 

Dairy Development—Rajasthan 

Dec 7, 1974 

.. 521 


27.70 

31. 

Dairy Development- M.P. 

Dec 7, 1974 

., 522 

,, 

16.40 

32. 

Drought Prone Area Programme 

Dec 7, 1974 

526 

M 

35.00 

33. 

Godavari River Barrage 

Feb 4, 1975 

„ 532 

M 

45.00 

34. 

Agricultural Refinance Corp. 

Apl 17, 1975 

„ 540 

H 

75.00 

35. 

West Bengal Ag. Development Pr. 

Apl 14, 1975 

„ 541 

S* 

34.00 

36. 

Chambal Command Area — M.P. 

June 19, 1975 

n »* 

Total Ag. & Irr. 

24.00 

964.40 





of which IBRD 

(75.00) 





IDA 

(889.50) 


Grand Total- World Bank Assistance 

4,978.31 

of which IBRD 

1,536.61 





IDA 

3,441.70 


’C ancelled subsequently at the request of the GOI. 
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Do You Know 

i) (hat different speeies of wood, hitherto used only as firewood, 
are now used as raw material in the manufacture of RAYON- 
GRADE PULP? 

ii) that GWALIOR RAYONS, MAVOOR, was the first and 
foremost to find out the suitability of such species of wood 
for the manufacture of Rayon-grade Pulp ? 

iii) that MURUKKU (Erythriua Indies) and UPPOOTHY (Macs- 
ranga Peltate), among those woods, are outstandingly good 
as raw material for Pulp ? 

iv) that GWALIOR RAYONS, MAVOOR, will be pleased to 
receive offers for such species of wood for producing Rayon- 
grade Pulp? 


Con tact 

THE eWtUOR RAYON SILK MFC. (WVa) CO. LTD. 

(PULP DIVISION) 

Bix>la.lxootSfcm — MAVOOR - Koxhikode Dt. 

B HR ALA 


Grams : "WOODPULP" Calicut 


Tslex: 084*218, 


Phonsa : 3073 & 3074 (Calicut) 
51 & 52 (Mavoar) 
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On the march 







In the last few weeks the world has been witnessing with admiration and respect the 
great movement of national resurgence in our country. Everywhere there are signs of 
our people entering a new era. Government clerks are attending office punctually while 
deputy secretaries have begun pushing files vigorously so much so liaison officers of 
business houses arc complaining that the tempo of life has suddenly become too fast 
for them. Trains are not yet running to time but they will undoubtedly be doing so 
soon. Meanwhile the right to travel without a ticket, cherished by some of us, is fast 
becoming a vanishing liberty. Counter clerks in nationalized banks, the Life Insurance 
Corporation, post offices and the railway booking offices seem to have resolved to 
go down in the country’s history as the ones who, like Abou Ben Adhem, loved' their 
fellow-men.lt is true that it still takes a month for an outstation cheque to be realized 
and considerably more time for the LIC to start working out how much is due to you 
on your policy which had matured some time ago, but even in these places, things 
will start moving sooner rather than later. Meanwhile Mr M.S. Obcroi is helping 
to stabilise the economy by lowering the price of Chapa tics in his five-star hotels. 

Tlie Delhi Municipal Corporation is rounding up stray cattle caring a damn for 
the bellowed protests of the affected beasts against this abridgement of their civil liber¬ 
ties. The New Delhi Municipal Committee is breaking up the concrete around pave¬ 
ment trees so that they may breathe the heady ait of freedom in India’s capital city. 
Bogus ration cards are being surrendered by the thousands in the two Delliis and, should 
this fashion catch on in other cities, the Food Corporation of India may soon be asking 
farmers in Haryana and the Punjab to help solve the national warehousing problem by 
holding a little more grain a little longer in their granaries. Quite obviously, Mrs 
Indira Gandhi's exhortation to the nation to practise the twin virtues of discipline and 
dedicated hard work has transformed the attitudes of our fellow-citizens. Gone are the 
fatalism and cynicism, the apathy and inertia. Our people now realize that they have 
already wasted too much of their precious years of freedom and that they should not 
waste any more of it. They have regained confidence in themselves and in 
what they can do for their country. They need no Kennedy to remind them of their 
obligations to the land of their birth.' Who lives if India dies? This is the spirit in 
which this ancient country, under the history-making direction of Mrs Gandhi, is now 
marching towards whatever destiny may be in store for it. It has no doubt at all in its 
mind that it will be rewarded according to its deserts. 

—Editor 
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Haves a ltd have-nots 


The recent visit to this country of Mr 
H.J. Wischnewski, the West German 
minister of state in the Foreign ministry, 
was reported to have resulted in fruitful 
discussions with Mr Y.B. Chav&n, the 
minister for External Affairs, and Mr G. 
Parthasarathy, chairman of the Policy 
Planning Committee, on economic co¬ 
operation between the developed 
and developing countries. In Paris 
an attempt was made in April this 
year to hammer out solutions to some 
of the difficult problems facing the 
developing countries, especially those re¬ 
lating to the energy crisis and the prices 
of raw materials but this meeting between 
the haves and the have-nots had to be ad¬ 
journed without agreeing to even the 
agenda for exchange of views at the forth¬ 
coming world conference on these ques¬ 
tions. After the failure of this French 
effort at Paris, the Federal Republic of 
Germany continued its efforts on behalf 
of the European Economic Community 
to determine the areas on which agree¬ 
ment could be had. In pursuance of this 
objective, Mr Wischnewski had already 
been to Algeria and Zaire and had plans 
to visit Iran, Saudi Arabia and Venezuela. 

The West German government had on 
its part taken active interest in the econo¬ 
mic development of our country. Since 
1957, it had contributed about six billion 
marks (about Rs 1800 crores) by way of 
aid to our economy. Roughly, one-third 
of the official bilateral loans and 10 per 
cent of the technical assistance of West 
Germany had come to this country and 
the West German government had held 
out assurances of further assistance not 
only to our country but also to all the de¬ 
veloping countries. Only a month ago, 
a special cabinet session of the Bonn go¬ 
vernment had outlined guidelines for co¬ 
operation with the developing countries. 
Broadly, they reiterated the policies pur¬ 
sued by the West German government so 
far and sought the assistance of the newly- 
rich oil countries in tackling the problems 
Of the third world countries. The guide- 
tines urged the Organization of Petroleum 
Exporting Countries (OPEC) to broaden 

eastern economist 


the concept of development policy and to 
lay down criteria for granting aid that were 
comparable to those of the industrial 
countries. However, these guidelines fell 
far short of the demands of the developing 
countries. 

For instance, the developing countries 
had urged the developed countries to let 
their share of world industrial production 
rise from seven per cent as at present to 
25 per cent at the end of the current cen¬ 
tury. While the industrialised nations in¬ 
cluding West Germany had not objected 
to the raising of the share of the develop¬ 
ing countries in industrial production, 
they were not keen to specify the figure. 
The major demands of the developing 
countries of the world were: (a) tying of 
the prices of raw materials to a price index 
for industrial manufactures. (One of the 
suggestions was to link them with the price 
of crude oil); (b) voluntary giving up by 
industrialised countries of production of 
goods which can be manufactured cheap¬ 
ly by developing countries; (c) formation 
of cartels of raw materials and a ban on 
the breaking of these cartels by the con¬ 
suming countries; (d) control of invest¬ 
ments linked with the right of developing 
countries to dispossess foreign investors 
without international norms being speci¬ 
fied for compensation; (e) formation of a 
fund to promote industrial development in 
the third world; and (f) removal of the 
remaining trade barriers for produce of 
developing countries. 

It* was undeniable that after the success 
of the OPEC in raising the price of crude 
oil and in bringing about a huge shift in 
the ownership of liquid financial reserves 
in the world, the developing countries 
had started thinking of a new economic 
order in the world. Some of the de¬ 
veloped countries, though helpful in 
giving assistance to the developing count¬ 
ries, were finding it hard to give up the ad¬ 
vantages which had continued to accrue 
to them even after the termination of 
colonial rule. In some quarters, this was 
being construed as a confrontation 
between the haves and the have-nots. 
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Whi.e pleading to seek harmonization of 
interests, President Walter Schcd of West 
Germany was reported to have said re¬ 
cently in Washington : “It would be politi¬ 
cally meaningless and economically im¬ 
possible just to transfer our assets and our 
social achievements to others as some de¬ 
veloping countries would like it”. This 
interpretation of the demands of the de¬ 
veloping countries was rather far-fetched, 
especially when they had kept doors open 
for compromise on all points at issue. 

As stated earlier. West Germany had 
gone a long way in rendering sizeable 
economic and technical assistance to a 
large number of developing countries in¬ 
cluding our country. All that was needed 
was a continuation of this programme of 
assistance to the poor countries 'of the 
world and in the same spirit of coopera¬ 
tion. Surely, the demands of the develop¬ 
ing countries could be modified so as to 
reconcile with the sharply conflicting inte¬ 
rests of nations. However, the steps taken 
so far by the developed countries in raising 
the export-earnings of developing count¬ 
ries (such as the Generalised System of 
Preferences) had not been highly success¬ 
ful. And there was no dearth of imagi¬ 
native leaders in the industrialised world 
who had seen that the poor of the world 
could not be allowed to remain poor for 
ever. 

Mr Harold Wilson, for example, put 
forth some helpful suggestions at the 
Commonwealth Prime Ministers* Confe¬ 
rence held in May in Jamaica so as to meet 
the developing countries half-way. Mr 
Wilson urged that new producer-consu¬ 
mer associations could be set up if it was 
felt that the old ones under the commo¬ 
dity agreements had not functioned effec¬ 
tively. He suggested the setting up of 
buffer stocks for commodities to reduce 
the violent fluctuations in prices, and 1 
stabilisation of the export earnings of the 
developing countries through schemes 
drawn up on the same lines as the 
Lome Convention between the Euro¬ 
pean Economic Community and 46 
African, Caribbean and Pacific states. 
Mr Wilson also recommended that the 
possibilities of index-linking of com¬ 
modity prices to the prices of manufac¬ 
tures should be examined. 

The final communique at Kingston 
august 1, 1975 



(Jamaica) underlined, among other 
things, the necessity of taking measures 
to transfer real resources from developed 
to developing countries through co¬ 
operation in the field of international 
trade in primary commodities with parti¬ 
cular reference to the integrated commodi¬ 
ties programme recommended by the 
secretary-general of UNCTAD, the cur¬ 
rent proposal for buffer stocks, indexation 
and other proposals for a general agree¬ 
ment on commodities. Also, it was sug¬ 
gested that international institutions con¬ 
cerned with the management of interna¬ 
tional trade and finance should be re¬ 
structured and means should be found to 
increase the effect ive share of the develop¬ 
ing countries in the decision-making pro¬ 
cess of the major international financial 
institutions. 

While discussions on this subject would 
continue at various forums round the 
world, one thing which was emerging from 
ihcse dialogues was that the industrialised 
countries were very keen to associate the 
oil-exporting countries in the scheme for 
bettering the lot of the poor developing 
countries. The initiative shown by the 


British prime minister, Mr Harold Wilson, 
had been appreciated by the US Secretary 
of State, Dr Henry Kissinger and he had 
made it known that the USA was ready 
to participate in the creation of $ 1,000 
million a year international fund for agri¬ 
cultural development which had been pro¬ 
posed by the oil-exporting countries. Even 
Britain had shown its willingness to take 
part in such a fund created by the OPEC. 

Thus, the industrialised world was 
throwing the onus on the oil-exporting 
countries to resolve the problems of the 
developing countries though, through the 
Organisation for Economic Cooperation 
and Development (OECD), it had agreed 
“to pursue the dialogue with the deve¬ 
loping countries in all appropriate forms, 
in particular the forthcoming seventh 
special session of the United Nations 
General Assembly". The industrialised 
countries continued to use such vague 
phrases as “balanced and equitable struc¬ 
ture of international economic relations*' 
but did not fail to pick holes in the con¬ 
crete suggest ion> designed to assist the 
developing countries. 


of member banks have risen by Rs 
573.84 crores (between April 25 and 
July II) against Rs 537.00 crores in the 
corresponding period in 1974. Even 
with an increase in aggregate advances 
by Rs 282.91 crores against Rs 261.80 
crores, it was possible to reduce bor¬ 
rowings from the Reserve Bank by Rs 
85.85 crores against an increase of Rs 
6.08 crores previously. This was because 
the statutory liquidity ratio had been 
maintained at unsatisfactory level and fresh 
additions to deposits could be used for 
reducing borrowing from RBI. It is also 
necessary to point out that the bigger in¬ 
crease in aggreatc advances in the current 
slack season upto July 11 was due to ex¬ 
pansion of food credit for Rs 201.26 
crores against Rs 106.19 crores. Non-food 
credit rose by only Rs 81.65 crores against 
as much as Rs 155.61 crores previously. 

in the fortnight ended July II there 
has actually been a contraction in ad¬ 
vances with a drop in both food and non¬ 
food credit. Wirh Tie reduction in sugar 
and grain stocks and an improvement in 
the oITtake of textiles and ferilisers, it can 
be expected that there will be a contrac¬ 
tion in credit by over Rs 250 crores in four 


Lower lending rates? 


Tin mfthod of borrowing by the central 
and state governments, state electricity 
boards and statutory financial corpora¬ 
tions has become so streamlined, since 
the nationalisation of major banks, that 
the Reserve Bank has only to assess broad¬ 
ly what will be the investible resources of 
the banking system, the Life Insurance 
Corporation and other institutions and 
make the necessary allocation. In view 
of the larger needs of the state govern¬ 
ments and the public bodies, the central 
government preferred to fix a lower target 
for net borrowing in 1975-76. It was thus 
estimated that the gross amount mobilised 
should be Rs 532 crores and allowing tor 
repayment of the maturing 4h per cent 
1975 loan, outstanding for Rs 207.12 
crores, net borrowing would be Rs 324.88 
crores. In 1974-75 gross borrowing was 
Rs 696.44 crores and net borrowing Rs 
494.80 crores. 

The recent developments in the money 
market, however have been more favour¬ 


able for floating open market loans 
and it was decided by the Reserve Bank 
that the statutev financial corpora¬ 
tions should lx* lulpcd to raise adduio- 
ally Ks 50 civics through issues of bonds 
in order to enable them tosunclion liberal 
assistance for implementing new and ex¬ 
pansion schemes ot iiulustiial units in 
the private a id cooperative sectors. The 
state governments too may seek to raise 
a large amount iluough their loans es¬ 
pecially as the floatation of new* loans 
can be suitably timed, there being no 
maiming loans on the present occasion. It 
was for a Mine felt - inn the central govern¬ 
ment might not he in a position to raise 
a larger net amount through new loans. 
In view, however, of the more impressive 
growth in deposits of scheduled commer¬ 
cial' banks in recent weeks and the less 
keen demand for funds, an increase in 
procurement credit could be effected with¬ 
out borrowing on a large scale Irom the 
central banking institution. 

In the current slack season, deposits 


months ending October even allowing for 
an increase in credits in some directions 
due to higher level of output and the mar¬ 
keting of raw jute in September'October. 

1 1 can also be anticipated that the 
growth in deposits in July-Octobcr will he 
nearly Rs 500 crores. With a drop in 
advances of the order indicated above, 
banks may have investible resources of 
about Rs 750 crores. There may be a 
desire on their part to utilise to a maxi¬ 
mum extent possible these funds for aug¬ 
menting gross incomes and reducing inte¬ 
rests paid on bonowings. Lsen if the 
lending institutions consider it desirable 
to wipe out completely their borrowings 
from the Reserve Bank, the balance of 
Rs 600 crores will have to be disposed of 
mainly in the form of investments in go¬ 
vernment securities, bonds and treasury 
bills. The member banks alone can thus 
support new loans to the extent of Rs 400 
crores while the LIC and provident funds 
may be in a position to take up a new' 
security for Rs 200 crores if not more. 
The Reserve Bank may, therefore, attempt 
to intensify borrowing by the central and 
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state governments and public bodies be¬ 
fore the onset of the next busy season. 

The improved scope for raising larger 
amounts through new loans and bonds 
has perhaps encouraged the Reserve Bank 
to raise the target for net borrowing by 
central government. Otherwise, it would 
not have decided to fix a notified amount 
of Rs 400 crorcs for three new central 
loans, even with the first phase of the bor¬ 
rowing programme for 1975-76, in the 
full knowledge that they will be over¬ 
subscribed. This expectation has been 
justified and the net amount realised has 
been Rs 233 crorcs, after allowing for 
the outstanding amount of 41 per cent 
1975-Loan which was redeemed on July 
26, 1975 and which was outstanding to 
the extent of Rs 207.12 crores. With the 
acceptance of subscriptions in excess of 
the notified amount upto 10 per cent, the 
central government has to raise only 
about Rs 92 crores for completing the 
target for the year. It can be easily reckon¬ 
ed that additionally Rs 250 crorcs can be 
raised in two stages after the state loans 
are out of the way taking the total for net 
borrowing to Rs 483 crorcs. Under help¬ 
ful circumstances a sum of Rs 500 crores 
can be realised even after enabling the 
state governments and public bodies to 
secure larger amounts. 

In view of the comfortable conditions 
in the money market the Reserve Bank 
need not have made the terms of new 
loans more attractive to the lenders. The 
adjustments in the terms of the latest loans 
have of course been made mainly with the 
objective of spacing suitably the maturing 
date>. In the process the lenders have 
been helped to secure higher redemption 
yields on their fresh investments, though 
these \ ields are marginally better than the 
returns available on existing loans. It 
cannot be said however that the dearer 
money policy has been made further dear¬ 
er. Only it has been confirmed by the 
monetary authorities that the policy en- 
nunciated in the middle of last year will 
continue to be etfective for some time and 
there will be no early reversal of the Bank 
Rate. 

It may of course be argued that there is 
no integrated interest rate structure and 
with the wide divergence between the intc- 
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rest rates on loans and bonds, the bank 
rate and interest rates on advances of 
member banks, there can be a reduction in 
the latter two categories. The point to 
be emphasised is the fact that, even with 
the new terms, the government is borrow¬ 
ing on a privileged basis. The three new 
loans are different in character from those 
issued in November last year. The short- 
medium dated loan, 5* per cent- 1982 
has an issue price of Rs 99.40 against the 
four-year 1978 Loan issued on last occa¬ 
sion at par and carrying interest at 5* 
per cent. The long medium dated loan, 
61 per cent -1993, has an issue price of 
Rs 98.50 against 6 per cent—1988 loan 
at par. The longer-long-dated loan, 61 per 
cent—2003 Loan has been offered at par 
against previous 61 per cent—1997 Loan 
at par. 

What has really happened is the cur- 


Important new trends in the export of 
tea are revealed in * % Tea Statistics 1973- 
74", recently released by the Tea Board 
of India. Jt is shown that India has been 
making encouraging progress in promot¬ 
ing the export of tea bags, instant lea, 
packet tea, and green tea. 'The export of 
tea bags in 1973 amounted to 155,000 kgs 
valued at Rs 39 lakhs compared to 68,000 
kgs worth Rs 14.58 lakhs in the preceding 
year. The higher exports of tea bags 
were mainly due to better demand in 
Czechoslovakia, Hungary, Bulgaria. East 
Germany, Iran, Kuwait, Saudi Arabia 
and Singapore. Tea bags arc said to be 
gaining popularity in the USA, Canada, 
and West Europe. About 60 per cent of 
the total tea consumption in these coun¬ 
tries is on account of tea bags while in 
the UK it is of the order of 25 per cent. 
India can earn more foreign exchange 
from the export of tea bags provided the 
production capacity is increased. 

The export of instant tea from India 
increased from 230,796 kg in 1972 to 
242,622 kg in 1973 valued at Rs 71 lakhs 
and Rs 76 lakhs respectively. The main 
markets were the UK and the USA, ac¬ 
counting for Rs 21 lakhs and Rs 54 lakhs 
respectively. However, the export of ins- 
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rent yield has been raised by i per cent 
for the extension of duration of loans 
and the redemption yields are only 
marginally higher than those available on 
analogous loans at current selling prices 
of RBI. The banking system will be wel¬ 
coming the opportunity for securing an 
extra J per cent on fresh investments, in 
terms of current incomes, on the disposi¬ 
tion of fairly large amounts. The Reserve 
Bank too can claim that it is also induc¬ 
ing some measure of discipline in the 
use of funds by governments and public 
bodies. While, therefore, it can be ex¬ 
pected that net borrowing by the central 
and state governments and public bodies 
will be constituting all-time records, the 
question is being asked in money market 
circles whether banks would be agreeable 
to reduce lending rates in view of the 
changed situation and effectiveness of 
credit planning. 


lant tea in 1973 was much lower than in 
1970 when it amounted u> 318,724 kgs 
valued at over one crore rupees. The unit 
value realised was Rs 32.95 per kg in 1970 
compared to Rs 30.87 in 1972 and Rs 
31.34 in 1973. 

The export of green tea has also shown 
encouraging results. Afghanistan has 
been the traditional market for green tea 
but in recent scars this item has been ex¬ 
ported to new markets such as Japan, the 
USA and West Germany. But the total 
export of green tea in 1973 was slightly 
lower by 0.4 million kgs to 2.4 million kgs 
valued at Rs 1.76 crores mainly because 
of the reduced offtake by Afghanistan, 
The Tea Board says, that there exists “a 
great potential market” for green lea in 
Japan, Morocco, the USA, Canada, 
Algeria and Libya and suggests that 
India's capacity for production of lea 
suitable for these markets has to be 
expanded. But the Tea Board has not 
disclosed whether it is taking any steps 
in this direction. 

As regards black tea, its export went 
down from 193.23 million kgs in. 1972-73 
valued at Rs 147.29 crores to 190.27 mil¬ 
lion kgs worth Rs 144.85 ciores in 1973- 
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74* the unit value in the latter year being 
R$ 7,61 per kg compared to Rs 7.62 in 
the preceding year. The Tea Board has 
said that “though exports in 1973-74 were 
only marginally lower by three million 
kgs as compared to 1972-73, the figure of 
190 million kgs export during 1973-74 
is admittedly substantially lower com¬ 
pared with our average annual export of 
about 200 million kgs”. It has explained 
that the lower exports in 1973-74 were 
due to strikes and go-slow in warehouses 
and the Calcutta port, ditficulties in get¬ 
ting shipping space, and the change in the 
system of recording of exports by the Cus¬ 
toms Department. In 1974-75 however 
exports have shown an improvement. In 
the first three quarters of 1974-75 tea ex¬ 
ports arc estimated to have earned nearly 
Rs 160 crorcs against Rs 115 crores in 
the same period of the previous year. 
Nevertheless, the government of India 
and the industry should make more 
serious efforts to augment the earnings of 
foreign exchange from the export of tea. 

Indian tea has been losing ground in 
many important markets because of 
shipping difficulties, competition from 
other countries and other beverages or 
for other reasons. For instance, exports 
to the UK in 1971-72 amounted to 71 
million kgs but declined to 50 million kg 
in 1972-73 and 51 million kg in 1973-74. 
fhe Tea Board says that exports to the 
UK have to be considered together with 
those to Netherlands because large quan¬ 
tities of tea are shipped to the latter first 
and re-exported to Britain. Exports to 
the UK and the Netherlands in 1973-74 
were higher by 1.7 million kgs but it is 
stated that the exports to the UK would 
have been still higher but for shipping 
difficulties. For the same reason, there 
was also a set-back in export to the Irish 
Republic from 5.8 million kgs in 1972-73 
to 5.1 million kgs in 1973-7*1. 

It is also important to note that in many 
countries it is Sri Lanka, not India, that 
is the major supplier of tea. For instance, 
in 1973-74 (year ending June 30) Australia 
imported 3.7 million kgs of tea from 
India compared to 10.8 million kgs from 
Sri Lanka. In 1972 Iraq imported 7.6 
million kgs of tea from India against 
13.4 million kgs from Sri Lanka. In 
1973-74 (year ending March 21) Iran im¬ 


ported 4.6 million kgs of tea from Sri 
Lanka against 3.5 million kgs from India. 
It is however surprising to note that 
though Sri Lanka has been a major com¬ 
petitor to India, our Tea Board has not 
cared to equip itself with up-to-date data 
regarding Colombo’s export performance. 
For instance, “lea Statistics 1973-74” 
gives the figures of Sri Lanka’s total earn¬ 
ings from tea exports from 1970 to 1973 
but points out that the break-up of these 
figures is not available! It gives figures 
for the production and export <H instant 
tea from Sri Lanka only from 1967 to 
1970 and does not have any data beyond 
the latter year. 

There has been in tccenl years a great 
deal of discussion under the auspices of 
the FAO regarding multidimensional 


Thl guvirnmivi oi Bangladesh has re¬ 
cently reiterated desire to develop 
trade and economic cooperation with 
India. Mr A.B.M. Golam Mustafa, 
Secrctaiy of the Department of Industries 
of Bangladesh, told the Bengal National 
Chamber of Commerce and Industry in 
Calcutta on July 5. that the trade 
between India and Bangladesh should not 
be “a one-way traffic", as at present, and 
that both countries should take active 
measures to promote closer cooperation 
in various fields. In the last three years, 
Indo-Bangladcsh tiadc did not develop 
rapidly because of fhe inexperience of 
public sector trading institutions as well 
as the inadequate infrastructure in both 
countries. The non-availability of •ade¬ 
quate exportable surpluses in India and 
Bangladesh and the extensive smuggling 
operations across the border had also 
stood in the way of trade promotion. It 
was however expected that both countries 
would lake effective steps to promote 
trade to higher levels in view* ot the geo¬ 
graphical proximit). the complementary 
nature of the economies of the two coun¬ 
tries* and their cordial political relations. 
But the volume of trade between them 
continues to be negligible. 

The balanced trade and payment ar- 
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approach to the problems of the tea 
industry especially with reference to a 
minimum export price arrangement, 
regulation of marketing, cooperation in 
global promotion, and rationalisation of 
marketing so as to achieve the most fa¬ 
vourable prices. It has also been agreed 
that tea exporting countries should be 
provided with an independent market in¬ 
telligence service so that they will have 
“up-to-date and regular information 
about marketing developments and future 
outlook fur various types of tea", it is 
necessary that India's leu Board should 
show greater interest and initiative in 
equipping itself with reliable data about 
all aspects of world’s tea industry cs- 
pceiully in regard to the activities of our 
competitors. 


rangement which came into force from 
September 28, 1973 envisaged exports 
from India of coal, unmanufactured to¬ 
bacco. dement, raw cotton, cotton yarn, 
cotton textiles, chemicals, pharmaceuti¬ 
cals and some other items. The goods to 
be imported under this arrangement in¬ 
cluded raw jute, fish, newsprint, spices, 
and miscellaneous items. The trade was 
to be conducted mainly by the STC, 
MM7C, Cotton Corpoiation of India 
and the Cotton Textiles Export Promo¬ 
tion Council from India and by the 
Trading Corporation of Bangladesh. But 
this arrangement did not work smoothly. 

With effect from the January l, 1975 
both countiies agreed to conduct trade 
on the basis of freely convertible curren¬ 
cies in accordance with the import, 
export and foreign exchange regulations 
as may be in force in each country from 
time to time. But even under this sys¬ 
tem, Indo-Bangladesh trade has shown 
no indications of signicunt expansion. 
According to the latest annual report of 
the union Commerce ministry, India's 
exports to Bangladesh were valued at 
Rs 168.24 crores in 1972-73 but dec¬ 
lined to Rs 58.73 crores in 1973-74. In 
April-Scptember 1973 these exports 
amounted to Rs 21.31 crores but fell to 


Indo-Bangla trade: 

why one—way? 
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Rs 18.22 crores in the similar period of 
1974. The report has not given figures 
regarding the value of imports from 
Bangladesh into India. 

Mr Golam Mustafa stated that there 
was a large “communication gap” between 
the two countries about the possibilities 
for promoting trade and economic coope¬ 
ration. The existence of such a gap about 
three years ago could be understood but it 
seems strange that this should persist 
even now. It appears that neither Dacca 
nor New Delhi is taking sufficient 
interest and initiative in promoting this 
trade. What is more surprising is that 
even the chambers of commerce and other 
trade and industrial associations in West 
Bengal have remained largely indifferent 
to the development of this trade. One 
would have expected at least the govern¬ 
ment of West Bengal to show a lively inte¬ 
rest in this matter since Bangladesh can 
provide a ready market for many of the 
goods produced in this state. 

A large number of industries in West 
Bengal continue to work with considerable 
idle capacity due to lack of demand and 
some of them could have found 8 market 
for their products in Bangladesh. But 
unless the government of West Bengal as 
well as the commercial organisations in 
Calcutta carefully and continuously study 
the pattern of the foreign trade of Bangla¬ 
desh with special reference to the sources 
of its imports and the prices at which they 
are obtained, it will not be possible for 
this trade to develop rapidly. Dacca also 
should realise that it will be to its advan¬ 
tage to get its requirements from India 
as far as possible. Industrial production 
in India is rapidly picking up and export 
promotion is also receiving greater atten¬ 
tion from New Delhi. The time is there¬ 
fore propitious for giving a new impetus 
to the growth of Indo-Bangladesh trade. 

Bangladesh has offered to supply to 
India not only traditional items such as 
coal and jute but also other products— 
copper cables, wires, rayon and shellac. It 
is not known to what extent Bangladesh 
will be able to supply these and other 
products at competitive prices. Mr Golam 
Mustafa has regretted that Indian wagons 
are returning practically empty from 
Bangladesh. But Dacca should also exa¬ 


mine why this situation prevails and how 
it can step up its exports to our country. 
Meanwhile, the Bengal National Chamber 
of Commerce and Industry has made a 
number of suggestions for promoting trade 
such as direct dialling facilities between 
Dacca and Calcutta, multiple visa system 
to facilitate freer travel, facilities for 
Indian traders to pay in rupee in Bangla¬ 
desh hotels, prompt return of wagons by 
Bangladesh railways, and opportunities 
to coal suppliers in the private sector in 
India tm participate in Bangladesh trade. 
New Delhi and Dacca should consider 
these suggestions favourably and create 
suitable conditions for the substantial ex¬ 
pansion of Indo-Bangladesh trade. 

Dacca has also shown interest in inviting 
Indian capital and technical know-how to 
invest in Bangladesh. It has been clari¬ 
fied that the government of Bangladesh 
will welcome foreign participation es¬ 
pecially in those industries where techni¬ 
cal know-how is not locally available, the 
technology involved is complicated, the 
capital outlay is large and the production 
is mainly export-oriented. The govern¬ 
ment has assured that there will be no 
nationalisation of industries for a period 


Before the war, the indigenous production of 
copper could satisfy only a fifth part of the coun¬ 
try^ requirements. Aluminium was first produced 
in 1943. We have, thus, been dependent in the 
main on imports for our requirements of non- 
ferrous metals and alloys and their manufactures. 
Added to this what scrap of these valuable metals 
were to be had were largely exported to Germany 
and Japan for there was no refinery industry of 
any considerable size or importance. While pro¬ 
duction of virgin metals was thus almost complete¬ 
ly absent, there was no manufacture of finished 
articles such as rods, sheets, wires, bearing metals, 
etc. to any appreciable extent except in the case 
of brass sheets, even in the case of which indige- 


of 15 years and that in the event of na¬ 
tionalisation, prompt and adequate com¬ 
pensation will be paid. As the economy 
of Bangladesh is now poised for rapid 
development, it will be worthwhile for 
Indian entrepreneurs to explore the possi¬ 
bility of setting up joint ventures. 

The implementation of the five-year 
Plan (1973-74 to 1977-78) of Bangladesh 
is expected to give an impetus to the 
growth of agriculture, industry, transport 
and communications. It envisages a sub¬ 
stantial increase in the production of 
wheat, oilseeds, cotton, engineering goods, 
steel, fertilisers, paper and leather while 
a moderate increase is proposed in some 
industries such as jute and tea. The total 
outlay in the plan is estimated at Tk 4455 
crores of which Tk3952 crores is for the 
public sector and Tk 503 crores for the 
private sector. The implementation of the 
plan is expected to create new opportuni¬ 
ties for expanding trade and economic 
cooperation in various forms between the 
two countries. There is no reason why 
the pattern of the present “one-way tra¬ 
ffic” cannot be changed suitably and subs¬ 
tantially for the mutual benefit of both 
India and Bangladesh. 


nous production could meet only 40 per cent of 
the country's requirements. The average annual 1 
imports for S years before the war were I6,Q0Q 
tonnes of brass sheets worth Rs 90 lakhs about 
10,000 tonnes ofeopper sheets worth Rs. 60 lakhs. 
Tin base bearing metal of all kinds required by the 
railways and heavy industries, and wires of diffe¬ 
rent non-ferrous metals have boon imported. 
Some semi-manufactures of copper, brass, bronze, 
lead aluminium etc., in the forms of rods, wire, 
sheet, tube, etc., have also been imported.. Thus 
while the available scrap was exported for refinery 
and re-conditioning, our requirements of the 
manufactures of these metals have been met 
almost solely by imports. 


Zlaitetn £conomtet 30 If eat5 

AUGUST 3, 1945 


EASTERN ECONOMIST 


202 


AUGUST 1. 197S 







eastjkn economist 


203 


AUGUST 1, 1975 






Capitals Comdors 

R. C. Ummat 

1975-76 plan • Supplementary demands • 
Guidelines for industries • Export obligations 


The increase in the Plan outlay for the 
centre, states and union territories this 
year to Rs 5,973 crores from Rs 4,844 
crorcs last year — approximately 23 per 
cent step-up — should go some way in 
fostering the growth of the economy. 
Since every effort is proposed to he made 
to contain deficit financing and the sec¬ 
toral allocations of this year's Plan are 
heavily weighted in favour of such critical 
areas as irrigation and power, production 
of fertilizers, coal and oil and fUIIcr utili¬ 
sation of the existing capacities, the in¬ 
crease in the Plan outlay should as well, 
have a salutary effect on the priceline. 

In the interest of holding the price¬ 
line, the distribution aspect of mass con¬ 
sumption goods is also proposed to be 
attended to under the current Plan pro¬ 
grammes in a much more concerted man¬ 
ner than has been the case hitherto. 

critical areas 

Another significant fact about this year’s 
Plan is the added emphasis being placed on 
accelerating some projects in the critical 
areas so that they can fructify within the 
next two years. New starts arc being al¬ 
lowed only in areas of critical importance. 
New programmes of relatively less im¬ 
portance are being deferred. 

Within the constraint of resources, pro¬ 
visions have been made to the extent possi¬ 
ble to expand programmes especially for 
the benefit of the weaker sections of 
the community and the backward areas. 

Much greater reliance is being placed 
than hitherto on the domestic budgetary 
resources in financing the current year’s 
Plan. These resources are expected to 
show a marked expansion due to full 
year’s yield from the measures adopted 
for raising additional resources in 1974- 
75 and further measures adopted already 
or proposed to be adopted during the 
current financial year. It is estimated 
that nearly 82 per cent of this year’s Plan 
outlay would be financed from stich re¬ 
sources, as against 79 per cent in the case 
of the last year's Plan. The external assis¬ 
tance is expected to provide this year, a . 


little over 10 per cent of the total resources 
for Plan programmes and the oil credits 
another four per cent. The remaining 
four per cent of the requirements are pro¬ 
posed to be met by deficit financing. 

♦ * 

The first instalment of supplementary 
demands for grants of the central govern¬ 
ment for the current financial year (ex¬ 
cluding railways), which was presented to 
Parliament last week, reveals that not 
only the cost of some public sector pro¬ 
jects has gone up in the recent past than 
what was envisaged at the time of drawing 
up this year’s budget, but also larger bud¬ 
getary support has to be provided to 
straighten out the complications that have 
arisen in the textiles and fertilizer indust¬ 
ries. Spread over 10 heads, the demands 
aggregate to Rs 285.76 crores — Rs 23.10 
crores on revenue account, Rs 21 crores 
on capital account and Rs 241.66 crores 
for disbursement of loans and advances. 
Taking into account the related receipts 
and recoveries, the net outgo on the 10 
demands, however, is estimated at Rs 
260.46 crorcs. Unless economies arc 
effected in governmental expenditure, the 
tax and other revenues of the government 
show an increase over the estimates pre¬ 
sented on February 28, and some of the 
loans provided for a short duration are 
repaid by the loanees according to the 
terms governing them, the ccntrul deficit 
this year should go up by the above ex¬ 
tent. 

Of the Rs 285.76 crores 10 demands for 
grants, four are on account of assistance 
to state governments. They aggregate 
to Rs 160 crorcs. An additional sum of 
Rs 75 crores — over and above the budget 
provision of Rs 100 crores — is to be made 
available to the state governments as ad¬ 
vance Plan assistance for investment in 
the opre sectors of irrigation and power. 
The other three heads under assistance to 
state governments relate to non-Plan ex¬ 
penditure. A sum of Rs 36 crores is to be 
provided as short-term loans to state go¬ 
vernments for increasing the consumption 
pf fertilisers and to. offset,the impact of 


the recent declaration of moratorium on 
the recovery of loans advanced to small 
and marginal farmers for the purchase of 
fertilisers and other farm inputs. Part of 
the above increase in expenditure has also 
been caused by the higher prices of ferti¬ 
lisers than envisaged earlier. To some 
extent, this outgo however, can be ex¬ 
pected to be mitigated as a result of the 
downward revision effected in the prices 
of fertilizers with effect from July 18. 

Another sum of Rs 5 crores is being 
made available as loans to the state gov¬ 
ernments of Karnataka, Kerala, Andhra 
Pradesh and Tamil Nadu to enable them 
to purchase the heavy stocks that have 
accumulated in the recent months in the 
handloom sector. Ways and means ad¬ 
vances to the extent of additional Rs 50 
crores a provision of Rs 100 crores had 
been made for this purpose in the current 
year’s budget — are to be provided to 
some state governments on a temporary 
basis. 


increased assistance 

Assistance to some public sector enter¬ 
prises is now estimated to go up from the 
budgeted tigure by Rs 125.76 crorcs. Of 
this, Rs 74 crorcs arc accounted for by in¬ 
creased investment costs of some govern¬ 
mental projects or higher working capi¬ 
tal requirements of some public sector 
enterprises. The investments costs have 
increased by Rs 10 crorcs in the case of 
the Neyvcli Lignite Corporation (purchase 
of some specialised mining equipment), 
by Rs 15 crorcs in the case of the Indian 
Oil Corporation's Salaya-Viramgam-Koyali 
pipeline complex, by Rs 20 crores in the 
case of the IBRD/IDA assisted projects of 
the Agricultural Refinance Corporation 
and by Rs 29 crorcs in the case of the 
Korba plant of the Fertilizer Corporation 
of India. 

The working capital requirements 
have gone up in the case of the Indian 
Drugs and Pharmaceutical Ltd (Rs 2 
crores), the National Textile Corporation 
(Rs 23,71 crores) and the Jndo-Burma 
Petroleum Co (Rs 45 lakhs). The budge- * 
tary support of meeting the losses of the 
three public sector coal mining companies 
— the Coal Mines Authority, the Bharat 
Coking Coal Ltd, and the Singareni Col¬ 
lieries — has been increased by Rs 25 
crores. The Unit Trust of India has been 
provided Rs 60 lakhs for enabling it to 
maintain its dividend rate at 8.5 per 
cent. 


* * 

The new edition of the "Guideline^ for 
Industries”, which has been brought out 
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by the union ministry of Industries and 
Civil Supplies a few days ago, suggests 
that there is some scope for additions 
to the installed capacities in 44 industries. 
The present capacities of these industries 
are either not sufficient for meeting the 
domestic requirements or for fully exloit- 
ing the export potential. These industries 
are: (i) heavy duty automotive castings; 
(ii) malleable iron castings; (iii) S.G. iron 
castings; (iv) special types of electric 
motors; (v) electronic teaching aids; (vi) 
programmable calculators; (vii) electro¬ 
nic cash registers and electronic account¬ 
ing and invoicing machines; (viii) peri¬ 
pherals; (ix) electronic process control 
instruments and components; (x) medical 
electronics; (xi) electronic instrumenta¬ 
tion; (xii) passive components; (xiii) 
professional grade trimmers; (xiv) mag¬ 
netic heads; (xv) professional grade prin¬ 
ted circuit boards; (xvi) scooters; (xvii) 
ancillaries for fishing trawlers; (xviii) 
certain specialised and sophisticated equip¬ 
ment of industrial machinery; (xix) che¬ 
mical duty pumps of higher volume and 
pressure range; (xx) engineers' steel files 
and rasps; (xxi) tungsten carbide tips and 
tipp6d tools; (xxii) specialised items of 
precision measuring instruments; (xxiii) 
industrial sewing machines; (xxiv) ferti¬ 
lizers (except single superphosphate and 
granulated fertilizers); (xxv) sulphuric 
acid; (xxvi) synthetic cryolite and alumi¬ 
nium fluoride based on fluorine recovery 
from phosphate rock; (xxvii) polysulphate 
rubber; (xxviii) zinc sulphate; (xxix) acti¬ 
vated carbon; (xxx) electrolytic manga¬ 
nese dioxide; (xxxi) disperse dyes; (xxxii) 
optical whitening agents; (xxxiii) drugs and 
pharmaceuticals; (xxxiv) newsprint; 
(xxxv) rayon grade pulp; (xxxvi) canned 
fruit and vegetable products; (xxxvii) 
milk powder; (xxxviii) infant milk foods; 
(xxxix) cotton seed oil; (xl) refractories; 
(xli) sanitaryware; (xlii) porcelain croc¬ 
kery; txliii) cement; and (xliv) pestici¬ 
des. 

no scop* 

The ministry does not think that taking 
into consideration the existing capacities, 
the present domestic demand as well as 
export prospects, there is any scope for 
fresh licensing or registration with techni¬ 
cal authorities of capacities in another 3.3 
industries. These industries include; fi) 
mild steel castings; (ii) welded steel pipes 
and tubes; (iii) bright bars; (iv) tin con¬ 
tainers; (v) nuts and bolts (including high 
tensile); (vi) cold rolled steel strips; (vii) 
steel ingots/low alloy steel ingots; (viii) 
storage batteries; (ix) dry cells; (x) midget 
electrodes; (xi) T.V. picture tubes; (xii) 
calcium carbide; (xiii) caustic soda; (xiv) 
formaldehyde; (xv) acetylene black; (xvi) 
acetic acid; (xvii) P.V.C. resins; (xviii) po¬ 
lyester fibre; (xix) polyester filament; (xx) 


synthetic detergents; (xxi) carbon black; 
(xxii) tyres and tubes; (xxiii) cigarettes; 
(xxiv) road rollers; (xxv) circuit breakers; 
(xxvi) GLS lamps; (xxvii ) AAC/ACSR 
conductors; (xxviii) television receivers; 
(xxix) tape recorders; (xxx) passenger 
cars; (xxxi) agricultural tractors; (xxxii) 
earthmoving equipment, and (xxxiii) for¬ 
ged hand tools. 

The entrepreneurs seeking either to 
set up new industrial units in the above 
33 industries or to enlarge their existing 
capacities to any substantial extent, there¬ 
fore, have been asked not to press their 
claims during the current financial year; 
these are not to be entertained. 


In the case of the 44 industries in which 
scope exists for capacity accretion, the 
applications for setting up new units or 
expansion of the existing units can be 
made both by the existing entrepreneurs as 
well as new ones. The applications from 
new, small and medium scale entrepreneurs 
are proposed to he accorded preferential 
treatment in the grant of licences. 

The latest edition of the “Guidelines for 
Industries--1975-76“ contains, besides the 
above information, all the relevant infor¬ 


mation on industrial approval procedures. 

* * 

The exports obligation scheme for in¬ 
dustry has been liberalised through a 
notification issued by the Chief Controller 
of Imports and Exports last week. The 
notification says that in the event of non- 
fulfilment of export obligations by those 
who give legal agreements in lieu of bank 
guarantees for a specified quantum of ex¬ 
ports for importing raw materials, capital 
goods, etc., or for the approval of foreign 
collaboration arrangements, grant of ad¬ 
vance import licences/reiease orders under 
the import policy for registered exporters, 
etc., the parties concerned shall henceforth 
be required to hand over to the State Trad¬ 
ing Corporation or such other agencies 
as the government (including the CCI&E, 
New Delhi) may nominate, only the short¬ 
falls between the stipulated annual export 
obligations and the actual 1 exports (in addi¬ 
tion to liquidated damages), instead of 
twice the shortfalls as stipulated in the 
Import Trade Control Hand .Book of 
Rules and Procedures for the current finan¬ 
cial year. The step is understood to have 
been taken in view of the recession 
in the world market which has made the 
export of several industrial products some¬ 
what difficult. 


The Gwalior Rayon Silk Mfg. (Wvg.) Co. Ltd. 

Regd. Office: 

B1RLAGRAM, NAGDA (M.P.) 

NOTICE 

NOTICE is hereby given that the Twenlycighth Annual 
General Meeting of the Shareholders of the Company will be 
held at GRAS1M CLUB, Birlagram. Nagda on F riday the 22nd 
August. 1075 at 4.15 P.M. (S.T.) to transact the Ordinary and 
Special business mentioned in the Notice dated the 26th July, 
1975 accompanying the Annual Report and Accounts for the 
year ended 31 st March. 1975, separately posted to the Share¬ 
holders of the Company individually at their Registered Ad¬ 
dresses. 

The explanatory statement as required under Section 173 of 
the Companies Act, 1956, relating to the special business is an¬ 
nexed to the Notice. 

NOTE: 

A MEMBER ENTITLED TO ATTEND AND VOTE IS 
ENTITl ED TO APPOINT A PROXY TO ATTEND AND 
VOTE INSTEAD OF HIMSELF AND THE PROXY NEED 
NOT BF A MEMBER. 

Shareholders arc requested to intimate to the Company 
change in their registered addresses, if any. 

By Order of the Board 
B.N. PURANMALKA 
July 2H, 1975. Secretary 
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POINT DF VIEW 


Return on capital to the 

» pharmaceutical industry 


Recently an expert body, namely, Hathi 
Committee submitted a report on the 
working of drugs and pharmaceutical in¬ 
dustry to the government of India. The 
report, inter alia , is reported to have re¬ 
commended 12 to 14 per cent post tax 
return on net worth for the bulk drugs 
and 10 to 12.5 per cent post tax return on 
networth for the drugs and pharmaceuti¬ 
cals, the average being 13 per cent for for¬ 
mer and 11 per cent for the latter. The 
range for the drugs and pharmaceutical 
compares favourably from the national 
point of view with the profits earned on 
the r.etworth by the industry during the 
past four years as given below: 


Year % of Source 

profits 


1970- 71 16.S’) Average for the indus- 

1971- 72 16.0fry: RBI Bulletin 

1972- 73 15.5J Oct, 1974 

1973- 74 1 2.0 Average of the 5 lead¬ 

ing concerns: 

The Economic Times , 
March 24&31, 1975 


Elements making up the recommended 
10 to 12.5 per cent are not known as the 
report has not been published yet. The 
purpose of this article is to study the main 
elements that go into the return so that a 
general formula for all industries could be 
arrived at. An attempt has been made to 
reconcile the needs and requirements of 
different groups i.e. the employees, the 
investors and the organisation in comput¬ 
ing the formula. While the general me¬ 
thod is still being developed, the fair 
return to the pharmaceutical industry is 
also discussed and computed. 


It is needless to emphasise that the main 
objective of a private industrial organisa¬ 
tion is to obtain maximum return for the 
money invested. The private industry, 
given a free hand, would try to obtain the 
maximum return. When the govern¬ 
ment wants to regulate this aspect, the 
rate of return becomes one of the crucial 


and controvercial elements that make 
up the selling price. 

The Supreme Court in its judgement on 
the Car Prices fixed 16 per cent on capital 
employed to cover items given below: 

1. Actual interest on borrowings 

2. Minimum bonus 

3. Other financial charges 

4. Warranty charges 

5. Dividends on the preference shares, 
if any 

6. Tax liability 

7. Return of 10 per cent on equity share 
capital. 

fixed rate 

The government later fixed a lower 
rate of 14 per cent on capital employed 
for trucks but recently for cement indus¬ 
try government rightly considered 16 
per cent return, awarded by the Supreme 
Court to three car manufacturers. 

To appreciate the proposed method, it 
is essential to understand the objectives 
and functions of the earnings and return 
the organisation is expected to make. 

The earnings of the organisation after 
paying the taxes should be sufficient for 
the following purposes: 

(i) Paying adequate dividend to the 
investors both to attract new investors 
and to retain the old one; 

t 

<ii) Paying the employees reasonable 
emoluments by way of wages supplemen¬ 
ted by annual bonus; 

(iii) Allow sufficient funds to be left 
for utilisation within the organisation for 
strengthening its financial position and 
for providing funds for growth. 

As the bonus is the starting point of the 
formula or method evolved it is discussed 
first. In fact arty formula to compute the 
fair return to the organisation in the 
Indian context should logically start with 
bonus. 

Adequate emoluments to the employees 
206 


is the prime responsibility of any industrial 
or commercial enterprise. The emolu¬ 
ments arc divided into regular and month¬ 
ly income and the annual bonus which 
supplements the employees eumings for 
meeting the annual expenditures of the 
family. The monthly wages to the em¬ 
ployees is part of the cost of operation 
but the bonus is part of the return. The 
return allowed to the industry should 
enable it to pay to the lowest paid major 
group of employees enough to lead a rea¬ 
sonable living standard. This proposition 
is connected with the different concepts of 
wages i.e. living wages, sustenance wages, 
fair wages etc. It is not proposed to deal 
with this aspect here. Specific rate of 
bonus allowable to the industry will 
have to be fixed with an eye on basic wage 
structure in the industry, the living con¬ 
ditions or standards in the area and the 
required and recommended standard of 
living. The fair rate of return has been 
computed for two levels of bonus pay¬ 
ments to the employees, i.e. minimum 
of 8j per cent and maximum of 20 per 
cent. 

the main aim 

The main aim of a private enterprise is 
to obtain good returns so as to retain 
the existing investors and also to at¬ 
tract fresh investors whenever necessary. 

The Economic Times publishes every 
Monday in its investors guide the divi¬ 
dends paid by the firms, the market prices 
of their shares the yield percentage etc. 
Different yield rates for the pharmaceuti¬ 
cal and other industries have, been worked 
out from this source. The day is chosen 
at random and the results are given in 
Table I. 

The average of the top half of the list 
in each industry is taken to represent the 
rate of return to induce outsiders to in¬ 
vest in the company. The percentage of 
8.32 per cent for the pharmaceuticals in¬ 
dustry compares favourably with the per¬ 
centages of return for other industries. 
This may be also compared with the rates 
of companies whose recent capital issues 
had been oversubscribribed. 

Provision of return for the reserves is a 
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controvercial erne. Reserves represents 
part of past earnings not distributed 
as dividend. Had it been distributed 
the rate of dividend could have been 
more and it is reasonable to assume that 
the market price of the share would have 
been high. Thus the yield percentage may 
have been kept same for the industry. 
On the other hand it is logical to argue 
that with more retained earnings, the mar¬ 
ket price may have gone up with antici¬ 
pated higher future earnings and also due 

Table I 


Yield Rates far Pharmaceutical Industry 



Yield 

: dividend 

as per 


cent 

on market price of 



share 


Industry 

Aver¬ 

High- 

Aver- 


age 

est 

age 
of top 




half 


Pharmaceuticals 

6.58 

11.25 

8.32 

Textiles 

5.74 

12.35 

7.90 

Steel, Metal & 




Alloys 

6.05 

10.91 

7.24 

Chemicals 

4.70 

11.67 

7.00 

Electrical Goods 

7.72 

12.82 

10.94 


to increased financial strength. It is very 
difficult to quantify the differences bet¬ 
ween anticipated higher earnings due to 
tftis factor and the current earnings. Thus 
return for the reserves is not only contro¬ 
versial but also nebulous. However the 
Bonus Act provides six per cent allowance 
for the reserves which should be consi¬ 
dered adequate for the purpose. 


rits. In the latter method, the impact of 
the loan capital on the return has been 
eliminated by allowing the actual interest 
paid. 

The rate of return computed is the post 
tax return. The mandatory reserves as 
per the recent amendment of the Com¬ 
panies Act, which is yet to be specified is 
not considered. Once the quantum of 
reserves is known it can be included in the 
calculations. 

The basic data for the computation of 
fair return are taken from RBI study of 
medium and large public limited com¬ 
panies (supplement to RBI Bulletin Oct. 
1974) as relating to drugs and pharma¬ 
ceuticals industry for 1972-73. 

(Rs lakhs) 


Salaries, wages and bonus 3,547 

Wages and bonus (estimated 
to be J) 1,773 

Less Bonus (estimated to be 1/6) 295 


Wages only 1,478 


Ordinary share capital 4,197 

Reserves 4,686 

Networth 8,883 


With the above basic data the Fair Rate 
of Return has been computed in Table If 


below with minimum and maximum bonus 
for drugs and pharmaceuticals group. 

The following conclusions could be 
arrived at from this: 

(i) The fair rate of return from all 
points of view for the drugs and phar¬ 
maceutical industry is within the range of 
eight per cent to 11.5 per cent on the net- 
worth of the organisation. 

(ii) The same rate should normally 
apply to bulk manufacture of chemicals 
for the pharmaceutical industry. Many 
of the top firms in the industry produce 
bulk chemicals for the industry. The 
rate of return for the industrial chemical 
group is actually lower than that of the 
drugs and pharmaceutical industry. How¬ 
ever as the exact details of the firms in¬ 
cluded in the group are not available no 
definite working of fair rate of return 
could be made. 

(iii) Special rate of return within the 
range should be fixed on the basis of the 
general pay structure of the organisation, 
the cost of living in the area and also 
the desired standard of living for the 
employees. 

(iv) The extra earnings allowed over 
and above the allowance for share capital 
should not be allowed to be frittered away 
as additional dividend as the shareholders 
interest has already been adequately co¬ 
vered. 


Table II 

Fair Rate of Returns 

(Rs lakhs) (Rs lakhs) 

Bonus (max) 295 (min) 123 


Where the bonus formula has been the 
basis of the calculation of fair rate, the 
balance of the available surplus i.e. 40 
per cent of the available surplus in the 
bonus computation also becomes an ele¬ 
ment of the return. This is available for 
distribution of extra dividend over and 
above the dividend allowance made in 
the Bonus Act, of course, subject to 
the current restrictions of dividend for 
retention as reserves within the orga¬ 
nisation. 

Interest has been provided in the over¬ 
all rate of return allowed by the supreme 
court for the car manufacturers, By 
allowing a post tax rate of return, the 
Hathi Committee has presumably allow¬ 
ed the actual interest for the loans for 
the parmaccutical industry. Each me¬ 
thod has got its advanat ges and deme- 


Return on share capital 

provided in Bonus Act 

Additional 

Return on reserves as per Bonus Act 
Available surplus 

4197 @6 % 
4197 & 2.3% 
4686 & 6% 

197 

252 

97 

281 

82 

252 

97 

281 

V 60 100/ 






Less Additional Return on Share Capital 


97 

100 

97 

(-)15 

- 



1025 


738 

Percentage on Networth 



11.5 


8.3 


Notc* The wages are estimated. However any error in the estimate will only 
mareinallv affect the rate of return as it is found that 10 per cent error will in- 
fluence only about 0.5 percent in the maximum rate and much less in the lower 

rate. 
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Jill 


Iran Today — VII 


Much to do with 


V. Balasubramanian 


each other 


In thf, preceding two articles I surveyed 
in some detail the political and economic 
relations which Iran has been develop¬ 
ing with the rest of the world. It is in 
the perspective of the foreign policy and 
the foreign economic policy thus pursu¬ 
ed by Tehran that the outlook for our 
own country's political and economic 
relations with Iran can most profitably 
be viewed. As I had tried to bring out 
in my discussions so far, that country 
and its government are greatly preoccupi¬ 
ed with problems of external security 
and territorial integrity in the context 
of the geo-political s'tuation in the 
Persian Gulf region. As a result of this 
concern Tehran has committed itself to 
a high degree of defence preparedness 
and military build-up. There does not 
seem to be much likelihood of the 
government of Iran substantially revising 
or reconsidering its attitude in this mat¬ 
ter. Whether India likes it or not, it 
will have to learn to live with the fact 
that Iran has resolved to make itself the 
strongest military power in an area of 
the world where India's own strategic in¬ 
terests are by no means insigni¬ 
ficant. 

military build-up 

Secondly Iran seems determined to 
achieve for itself a position of special 
responsibility for preserving security and 
stability in the Persian Gulf region. 
Apart from viewing its military build-up 
as an instrument for this purpose, Iran 
is also sedulously cultivating political 
relations and bonds with a number of 
Countries, particularly the United States 
and Turkey and Pakistan which are its 
fellow-members In the CENTO as part 
and parcel of its policy of developing a 
position of strength and iufluence in the 
Persian Gulf region. It follows that 
Iran is placing a high premium on its 
political understanding or ties with 
Pakistan and that it regards the political 
stability and military strength of that 
country as extremely relevant and helpful 
to its own strategic interests and pur¬ 
poses. This is also a factor which policy¬ 
makers in India’s ministry of External 


Affairs should fully take into 
account. 

Within the framework of its politi¬ 
cal and strategic concepts as indicated 
just now, Iran seems to be generally 
anxious to develop friendly political re¬ 
lations and fruitful economic bonds with 
our country. There is of course the 
delicate matter of Iran’s ambitions or 
aspirations in the Indian Ocean region. 
Both New Delhi and Tehran seem to be 
in agreement on the basic issue that the 
Indian Ocean region should not become 
an area of big power rivalry and that it 
should be kept as a “nuclear-free” peace 
zone. 

adequate punch 

The Iranian government however 
has been suggesting from time to 
time, that in the course of the discharge 
of its responsibilities in the Persian Gulf 
region, it may have to develop sufficient 
air and naval power to protect, as it 
puts it, the sea lanes of the Indian 
Ocean and keep them open to 
world shipping and peaceful commerce 
among nations. There have also been 
indications that Iran expects Pakistan 
to play some part in this scheme of be¬ 
nign policing of certain parts of the 
Indian Ocean. It is possible that, if and 
when Iran's intentions or designs in 
this regard take more definite shape. 
New Delhi may have to make its own 
assessment of the implications of deve¬ 
lopments of that kind. Meanwhile there 
has been reassuring evidence of Iran’s 
own friendly interest in the political 
stability and economic progress of the 
Indian subcontinent as a whole. In par¬ 
ticular, the Shah of Iran and the prime 
minister of India have been able to 
arrive at a broad understanding regard¬ 
ing friendly cooperation between the 
two countries, particularly in the econo¬ 
mic field. 

For about two years now both India 
and Iran have been taking several steps 
to explore and cultivate areas of econo¬ 
mic cooperation. The results so far 


have been promising, but at this point 
of time it should be useful to attempt 
a realistic appraisal of possibilities. In 
the first place there should be no ex¬ 
aggerated expectation in this country of 
bilateral aid flow from Iran. It is true 
that Iran has been a major donor of 
development assistance in the OPEC but 
it is equally true that, more than any 
other member of the OPEC. Iran is both 
able and willing to employ its oil re¬ 
venues for its own purposes. In parti¬ 
cular, it has resolutely been ploughing 
enormous chunks of its oil revenues into 
its defence preparedness and industriali¬ 
zation or other development of its econo¬ 
my. Again, although Iran’s aid com¬ 
mitments for the year beginning March 
1975 are expected to total $2.6 billion, 
the declining trend in its oil exports and 
consequently oil revenues has precipitat¬ 
ed discussion about the possible scaling 
down of its development assistance pro¬ 
grammes. 

aid commitments 

While Iran will probably stick 
to its commitments vis-a-vis multi¬ 
lateral agencies, such as the IMF oil 
facility, it may decide to go slow in re¬ 
spect of bilateral undertakings. In any 
case it is important from the point of 
view of India for the fact, to be appre¬ 
ciated that the lion’s share of Iran’s 
bilateral aid has gone to Pakistan (over 
8570 million! and Egypt (over S one 
billion). So far as our country is con¬ 
cerned, Iran would appear to be inte¬ 
rested mainly in transactions of an 
essentially commercial nature which 
would involve Iranian credits for the 
establishment in India of production 
facilities for commodities or materials 
which Iran might find profitable to im¬ 
port for meeting the expanding require¬ 
ments of its fast-developmg economy. 
The line of credit extended by Tehran 
last year to finance the import of two 
million tonnes of crude from that coun¬ 
try by India in the wake of the hike lit 
oil prices was no doubt an extremely 
valuable measure of assistance, but ft 
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is not very likely that transactions of 
this kind will be many in number. 

On the contrary, Iran's main interest 
in its economic relations with our coun¬ 
try is likely to be shown in other ways. 
Currently, Indo-Iranian negotiations on 
the Kudremukh iron ore deal are near¬ 
ing the finalisation of details. While 
agreeing to provide a long-term loan of 
the order of about US $300 million for 
the establishment of mining operations 
and connected transport facilities, Iran 
has undertaken to purchase a total of 
150 million tonnes of concentrated iron 
ore over a 20-year period from 1978 at 
an annual rate of 7.5 million tonnes for 
use in Iran’s expanding steel industry. 
The essence of ihis agreement is that 
Iran would be advancing the finance re¬ 
quired for the exploitation of the Kudre¬ 
mukh mines and the transportation of 
the iron ore through a pipeline to the 
new port built at Mangalore. There have 
also been preliminary discussions on the 
Iranian government investing in the new 
paper plants in India for the production 
of a tqtal of 200,000 tonnes of paper an¬ 
nually^ ft has also been indicated that 
Iran, which already has shared in the 
Madras fertilizer factory functioning in 
the Indian public sector, would coope¬ 
rate in the establishment of another 
fertilizer factory with a capacity of one 
million tonnes a year. Arrangements are 
also being discussed for an alumina 
plant to be built in Gujarat with Iranian 
assistance. In this case the agreement is 
expected to provide for Iran importing 
300,000 tonnes of alumina per year from 
India to feed its developing aluminium 
industry. 

development assistance 

It has been suggested rather vaguely 
that Iran may be extending development 
assistance of the order of US$600 million 
to our country. It is however difficult to 
identify the precise nature of this assist¬ 
ance. This is because both sides have 
been extremely cagey about particulars. 
For instance, very little has been publicly 
said about the terms on which India has 
received a line of credit for the import 
of crude oil from Iran. Neither the 
price at which the crude has been con¬ 
tracted for (and therefore the size of the 
Iranian credit), nor the terms of repay¬ 
ment have been revealed, except that this 
loan is on “soft’' terms. It is possible 
that the two sides may be more forthcom¬ 
ing about the financial details of the 
Kudremukh transaction. Right now it 
would seem to be the case that the deaf 
is primarily financial in nature in that it 
will provide the government of. India 
with much-needed capital for developing 
the mines. There is here no question of 


India importing know-how or techno¬ 
logy. This is interesting in view of the 
oft-repeated declaration by New Delhi 
that, where foreign investment is con¬ 
cerned, it has little interest in it as a 
“capital resource.” This approach, evi¬ 
dently, applies only to investments of 
foreign private capital and not to the 
provision of capital funds by foreign 
governments. 

shipping venture 

Meanwhile an Indo-Iranian joint 
shipping compaay (called Irano-Hind 
Shipping Company Limited) has started 
functioning. This venture was registered 
in March this year as an Iranian company 
and share capital has been contributed 
to the extent of 51 per cent by the Arya 
National Shipping lines of Iran and 49 
per cent by the Shipping Corporation 
of India Limited. The joint company 
will acquire tonnage with financial assist¬ 
ance from the Iranian side. The Shipping 
Corporation’s contribution to the equity 
capital of the joint company has been 
about half a million US dollars and, in 
return for this investment, the Corpora¬ 
tion will become owner to the extent of 
49 per cent in the tonnage acquired by 
the joint company besides sharing, again 
to the extent of 49 per cent, in the dis¬ 
tributable profits of the joint company 
which will accrue in foreign exchange. 
This joint venture is also expected to 
provide employment opportunities to 
Indian expertise in shipping. 

The main object of the venture is 
stated to be to give support to the grow¬ 
ing trade between India and Iran and 
ensure enough shipping for the transport 
of bulk cargoes particularly from India 
to Iran since the latter is expected to 
import from the former large quantities 
of cement and sugar besides steel and 
rice. Moreover, when the shipping of 
Kudremukh ore to Iran starts, the traffic 
on this route will naturally increase to 
a considerable extent. A point which 
is not quite clear right now is whether 
this shipping facility will in any way be 
able to reduce or eliminate the difficulty 
which Indo-Iranian trade is facing in 
terms of comparative freight rates. The 
prevailing shipping freight structures are 
such that freight costs from India to 
Iran are considerably more than freight 
costs from European ports to Iran. 
This has placed India’s trade with Iran 
at a considerable disadvantage vis-a-vis 
Europe’s trade with that country. There 
is also the fact that, even in absolute 
terms, freight charges have proved quite 
prohibitive in respect of potential Indian 
exports to Iran. Thus India could not 
successfully bid fora large order for scoo¬ 
ters because the freight charges from 


the Indian to the Iranian ports worked 
out to as high a figure as Rs 700 per 
unit. It remains to be seen whether the 
Indo-Iranian shipping venture will be 
able to function in such a way that this 
constraint on Indo-Iranian trade is 
removed. 

In the recent past, with Indo-Iranian 
economic cooperation having become a 
live issue, possibilities of Indian busi¬ 
nessmen starting joint industrial ven¬ 
tures in Iran have been engaging a cer¬ 
tain amount of attention in our country. 
I personally believe that optimism in 
this regard would be misplaced. There 
have so far been a few stray ventures on 
the part of Indian businessmen to estab¬ 
lish manufacturing facilities in Iran in 
cooperation with native parties. Gener¬ 
ally speaking, these attempts have not 
been successful, having proved to be 
more misadventures than adventures. As 
a matter of fact, the failure of some of 
them has left a bad taste in the mouth, 
particularly in Iranian mouths. The In¬ 
dustrial and Mining Development Bank 
of Iran which is the principal agency for 
financing joint ventures in that country, 
does not seem to take a hopeful view of 
possible Indian performance in this 
field. 

economic cooperation 

There is a great deal of talk in our 
country of Indian collaborators being 
able to offer intermediate technology 
to Iranian industry. The plain fact, 
however, is that Iranian industry just 
does not want or seek intermediate 
technology. On the contrary, it is 
stiongly biassed towards sophisticated 
know-how and manufacturing processes. 
Since Iran has a shortage of trained 
manpower, it sees no advantage in en¬ 
couraging labour-intensive techniques of 
production. It is therefore opting for 
a high degree of mechanization or even 
automatization in its factories. Since 
Iran is in a position to shop across 
the length and breadth of the wide world 
for precisely the kind of technology it 
feels it must have, there is absolutely 
no reason why it should settle for the 
kind of intermediate technology our 
government or some of our industrialists 
may think that India can offer and Iran 
should go in for. I am not saying that 
this rules out completely any kind of 
Indian technical collaboration with 
Iranian industry, but I do suggest that 
so far as general technical collaboration 
is concerned, it could only be applica¬ 
ble to small and medium enterprises in 
a few industries of a kind which is not 
going to amount to very much either 
from the Indian angle or from the 
Iranian. I Would add however that where 
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technical consultancy services are con¬ 
cerned, some of the leading estab¬ 
lishments in this field could certainly 
register their presence on the Iranian 
industrialisation scene. 

Iran however does need semi-skilled 
or skilled technical personnel. It is ex¬ 
periencing shortages of architects, town 
plannersj and civil engineers, electrical 
and electronic engineers, mechanical engi¬ 
neers, chemical, mining and metallurgi¬ 
cal engineers, medical and paramedical 
personnel, educational personnel, tech¬ 
nicians, skilled and semi-skilled indus¬ 
trial workers and skilled construction 
workers. To cope with these shortages 
Iran is undertaking large-scale recruit¬ 
ment of needed manpower in several 
countries, particularly South Korea, 
the Philippines and India. Recently an 
Iranian delegation visited the Philippi¬ 
nes and our country and hired a 
total of 5,000 specialists in such fields 
as medicine, engineering, electric power 
generation, construction and trans¬ 
port. 

Recruitment in our country was 
mostly of medical and paramedical 
personnel. The recruits have been offer¬ 
ed one-year contracts, which may be 
extended to two or three additional 
years. In the case of medical personnel, 
most of whom will be required to work 
in Iran's rural areas, the minimum and 
maximum salaries offered to general 
practitioners are 45,000 and 90,000 rials 
a month, and to medical specialists 
70,000 rials and 120,000 rials a month 
(7.5 rials=l rupee). In addition, almost 
every international flight that leaves 
Indian airports on journeys with a halt 
at Mehrabad airport in Tehran carries 
some Indian engineers or technicians 
with job contracts in their pockets for 
working at Iranian port facilities, oil 
installations or town planning or cons¬ 
truction jobs. 

inexhaustible appetite 

As of now, Iran's appetite for impor¬ 
ted technical manpower seems inex¬ 
haustible, but it will be a mistake to 
think that this hunger will remain for 
ever. On the contrary, Iran is taking 
highly imaginative and very energetic 
steps to educate and train its own 
manpower in various professional and 
technical skills. Earlier this year the 
Iranian government concluded an agree¬ 
ment under the auspices of the Inter¬ 
national Labour Organisation pro¬ 
viding for the training of 2,000 Iranians 
in a number of American industrial 
plants. Another plan involving a cost 
of $10 million provides for the training 
of a large number of instructors and 


managers at the ILO'i International 
Centre for Advanced Technical and 
Vocational Training in Turin, Italy. In 
addition, Tehran has concluded some 
spectacular arrangements with US 
educational institutions such as the 
MIT and - the Stanford University for 
advanced technical and business edu¬ 
cation for large numbers of Iranian 
students in the United States. These 
schemes for educational training abroad 
are supplemented and supported by 
programmes located in Iran itself and 
organised with the participation of 
industrially advanced countries. In these 
circumstances Iran should be able to 
reduce its dependence on imported 
skilled manpower in the course of the 
coming years. But this dependence 
will be substantial for some time and 
this is the situation Which countries 
such as India ought to avail themselves 
of for finding profitable employment 
opportunities for such surplus, resources 
as they may have in skilled or trained 
manpower. 

equity participation 

In discussions of possibilities of 
Indian joint ventures in Iran, there is a 
general tendency to overlook the fact 
that, although Iran is flush with oil 
money, it is still the government's policy 
to insist on foreigners, who wish to set 
up enterprises in Iran with Iranian 
nationals, contributing their share to the 
equity capital or investment. Although 
there is a general rule that the amounts 
of foreign investments in joint ven¬ 
tures should not be in excess of from 
20 to 30 per cent of the total capital, 
substantial significance is also attached 
to the corollary that there ought to be 
some equity participation. Beside the 
Iranian government, Iranian business¬ 
men certaiply are keen on foreign colla¬ 
borators committing to a financial stake 
in the joint venture. Broadly speaking, 
Iranian parties have enough and to spare 
where money for projects is concerned 
and, although the government generally 
requires that the managing director of a 
joint venture should be an Iranian, 
Iranian investors themselves are not 
awfully interested in assuming manage¬ 
ment responsibilities. However, since 
they arc willing to let a foreign partner 
run the business although his may be 
only minority participation in the capital 
of the company, they show a keen 
interest in ensuring that the foreign part¬ 
ner does put some money of his own 
into the enterprise. 

The government of India's policy, 
however is not to allow cash 
remittances for Indian investments 
in joint enterprises abroad but 


permit Indian participation only in 
the form of Indigenous machinery, equip¬ 
ment and technical know-how required 
for the venture. There is therefore not 
much scope for Indian industrialists 
going into joint ventures in Iran. As I 
had explained earlier, both the Iranian 
government and Iranian business are 
particular about importing and employ¬ 
ing sophisticated machinery and processes 
and generally speaking, they see little 
point in getting themselves tied in ad¬ 
vance to the purchase of plant and 
equipment from a particular source, es¬ 
pecially when that source does not 
happen to be one of the industrially 
advanced countries and has not yet 
established any great local reputation for 
its products. 

While the scope for Indian joint 
ventures in Iran is. in my view, negli¬ 
gible, there seem to be large pt ssibilities 
of promoting Iranian joint ventures in 
India. What 1 mean is that it may pay 
our government and businessmen to 
explore with their counterparts in Iran 
the scope for Iranian private capital 
being invested in industrial projects in 
our country with emphasis, perhaps, on 
those projects which could manufacture 
the goods required by Iran itself. To 
put it differently, there is no reason 
why a very large number of medium or 
large industrial projects should not be 
initiated in the Indian private sector with 
financial participation by Iranian 
official agencies or private business¬ 
men. 

concerted efforts 

It is of course true that so far as 
Iranian private industrialists arc con¬ 
cerned, they could expect higher returns 
on capital investments in their own 
country than from investments in India, 
but due to physical and other constraints 
the rate at which investment opportunities 
may be generated in Iran for private 
investors may not be sufficient to ab¬ 
sorb all of their investible resources. In 
any case the possibilities seem worth 
exploring but here there will be need 
for devising suitable institutional agen¬ 
cies or arrangements involving, perhaps, 
collaboration between Indian, Iranian, 
and international banks or other finan¬ 
cial institutions. This seems to be a 
more promising line of activity than the 
feeble attempts which are or may be 
sporadically made to set up Indian joint 
ventures in Iran. 

It is not irrelevant to point out here 
that Iran is in business in a big way, to 
attract industrial projects from the 
big firms, multinational or other, in 
the West or Japan* Here I may men- 
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tJaift that immediately after his return 
from a crowded and busy foreign tour in 
May, the Shah himself received leading 
executives of the Swiss firm. Brown 
Boveri and discussed with them propo- 
sals for the Swiss company manufacture 
ing electrical equipment in Iran. So it 
would not be very realistic to expect 
that Indian ambitions in setting up joint 
ventures in Iran will be taken very 
seriously in Tehran. When it comes to 
foreign participation in the industrializa¬ 
tion of Iran, not only the Shah and his 
ministers but also most Iranian busi¬ 
nessmen would only talk in the language 
of multimillion dollars. It follows that, 
instead of trying to interest Iranians in 
Indian joint ventures in Iran, our gov¬ 
ernment and our business community 
may try talking to them more about 
Iranian investments, both government 
and private, in Indian industrial pro¬ 
jects many of which could be related to 
Iran’s import requirements. 

two-way process 

India’s brightest possibilities of eco¬ 
nomic intercourse with Iran would 
appear to lie in the area of trade. When 
we talk of trade with Iran, however, 
many of us may be inclined to think 
only of exports. While it is true that our 
main interest in trading with Iran will 
be tied to market prospects for our 
goods in that country, we must realise 
that if our exports to Iran are to ex¬ 
pand on a suitable basis, we should also 
try to facilitate Iran’s own export trade 
with our country. It is not generally 
realised that the Iranian government is 
extremely keen on promoting exports 
of both non-traditionai and traditional 
goods from Iran. As the manufacturing 
sector in Iran is expanding and diver¬ 
sifying, Tehran has been taking steps 
to establish markets for Iran’s industrial 
production in all those countries with 
which it is developing economic or busi¬ 
ness relations. 

In this context Iran is attaching 
great importance to setting itself 
up as a leading exporter of indus¬ 
trial goods to countries in West Asia 
and Africa as well as its neighbours in 
the Gulf region. It is also writing into 
its trade agreements with the countries 
of Europe and Japan provisions for 
exports of Iranian manufacturers to 
those countries. In a talk with me, the 
deputy minister of Commerce, Mr 
Memarzade, made it clear that Iran was 
interested in trade as a two-way traffic. 
This means that, while that country's 
import needs are large and growing, its 
export capacities are also expanding 
and they therefore need to be taken 
care of in Iran’s trade relations with 


other countries. Our ComBUfee minis¬ 
try and our chambers of commerce 
shautd therefore start giving serious 
attention to the possibilities of Iiidia 
covering a part of some of its import 
requirements from Iranian sources. It is 
no doubt true that our import of crude 
oil from Iran is of a considerable order. 
All the same, that country would cer¬ 
tainly appreciate India showing more 
interest in “non-oil” imports as 
well. 

India is in a fairly strong position with 
regard to its export of traditional goods 
to Iran. It may look forward to expand¬ 
ing trade in tea as the population of Iran 
increases and the standard of living of 
its people goes up. Even in the case of 
jute manufactures, although Iran is bound 
to develop the production of synthetic 
substitutes fairly fast, the growth of the 
Iranian economy should provide a con¬ 
siderable market. Presently Iran seems 
to be buying a good part of its require¬ 
ments of these materials or commodities 
from traders in northern India rather than 
from the main manufacturers or expor¬ 
ters. Perhaps in the future contacts of 
a more direct nature would prosper. 
This will particularly be the case if the 
shipping link with Iran is strengthened. 
Statistics recently released reveal that 
Iran has emerged as die largest importer 
of engineering goods from India during 
1973-74 when these imports were of the 
value of 118 million or about 35 per cent 
of India’s total engineering goods exports. 
It is clear that these exports have been 
successfully related to some of the more 
rapidly expanding growth sectors in the 
Iranian economy. A sensible export 
strategy for India with regard to Iran 
would thus seem to call for the streng¬ 
thening of this relationship. 

spurt In traffic 

There is for instance the large and 
rapid programme which Iran has under¬ 
taken for expanding port facilities at 
Khorrarashahr and Bandar Shahpour. The 
former is known as the “mother port” 
of Iran but its facilities have grievously 
failed to cope with the spurt in traffic. 
It is not an uncommon experience at this 
port for the most chaotic conditions of 
congestion to be witnessed, whether in 
respect of ships waiting to unload their 
cargoes or of piles of imported goods 
lying around on the docks and waiting 
to be moved inland. Although heroic 
efforts are being made to ddal with this 
problem and some success has attended 
these attempts, it still remains true that 
there has to be massive planning of exr- 
pansion of the ports simultaneously with 
the modernization or rationalisation of 
traffic-handling. Quite clearly, India’s 


export trade could profit from exploring 
possibilities of supplying machinery or 
other materials needed for these port 
expansion programmes. 

Iran’s power development also seems 
to offer a large market for Indian engine¬ 
ering goods. There has already been 
some Indian activity in this area but more 
could be aimed at. The Iranian minis¬ 
try of Energy is to spend about $491 
million for power generation and the 
expansion of the transmission network 
during the year ending March 20, 1976. 
Indian firms, which have been supplying 
equipment to Iran for its latest electricity 
develobment, particularly power trans¬ 
mission, will no doubt be vigilant about 
new opportunities, but it is desirable 
that more and more Indian firms should 
enter this field. 

building boom 

Construction, whether it is road-build¬ 
ing, housing or the erection of schools 
and hospitals, is another large area of 
activity in the Iranian economy at the 
present time. This is a sector of deve¬ 
lopment which makes large demands on 
imports, since Iran is currently short of 
almost every item of construction equip¬ 
ment or material in relation to the fast- 
growing demand. As was noted in earlier 
discussions, many European countries 
are taking up huge housing or other cons¬ 
truction contracts in Iran. Given the 
scale of this activity, only consortiums of 
Indian construction firms could enter this 
field in any strength, it may however 
be useful for Indian parties to explore 
opportunities for subcontracts. One 
great advantage that could accrue from 
Indian construction firms breaking into 
this field is that they could act as vehicles 
for the export to Iran of various constuc- 
tion materials from this country. 

Meanwhile India’s export trade 
should exploit fully the initiatives that 
have already been taken in establishing 
markets in Iran for structural or other 
steel, transport equipment, cement, and 
sugar. It has been estimated that India 
should be able to export to Iran annually 
130,000 tonnes of steel, some 600,000 
tonnes of cement, 300,000 tonnes of sugar 
and 50,000 tonnes of rice. For quite 
some years to come Iran is likely to be 
a substantial importer of steel. In the 
case of sugar an attempt is being made 
to develop home production substantially 
and it has been announced, for instance, 
that work on what will be Iran’s biggest 
sugar mill, with a capacity of 5,000 
tonnes a day, will start soon in Khuzes- 
tan. Simultaneously Iran is trying to 
boost the output of sugar beet in the 
country* Similarly, in the case of cement. 
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production Is expected to go up to over 
six million tonnes by the end of March 
1976; and yet the government estimates 
that there will be a shortage of cement 
of the order of 2.3 million tonnes this 
year. In the future short period, at any 
rate, Iran will remain a considerable 
importer of cement, and perhaps for a 
longer period it will need to import 
substantial quantities of sugar. So far 
as rice or food articles generally are con¬ 
cerned, Iran may need imports to a 
greater or less extent for years to come. 
Cattle and poultry feed are another pro¬ 
mising line. It is in the perspective of 
these possibilities that India should plan 
its export trade with Iran in these goods 
or commodities. 

Considering the size of the Iranian 
market India’s exports of chemicals or 
industrial machinery or even transport 
equipment are truly marginal. Here is 
an area where some vigorous promotion 
work could pay rich dividends. Again, 
the Iranian government has a policy of 
regulating its imports in such a way as to 
stabilize domestic supplies or prices. 
For instance, imports of textiles were 
liberalized recently when prices in the 
domestic market tended to go up. The 
government plainly told traders that im¬ 
ports would be used as a means of bring¬ 
ing down prices and keeping them down. 
Flexibility thus is a feature of Iran's 


import policy and this means that expor¬ 
ters or would-be exporters in this country 
should make adequate arrangements in 
Iran for securing instant market intelli¬ 
gence. This is particularly important 
since quite often import liberalizations 
are for short periods, their purpose beiug 
to bring about a balance between supply 
and demand in the home market as early 
as possible. 

Many Indian businessmen, when they 
go to Iran for enquiring about joint 
ventures or for trade, complain of de¬ 
mands for various kinds of payments, 
many of them being illegitimate or un¬ 
authorized. It is not that those who 
complain in this manner are doing so pri¬ 
marily on moral grounds. Very often the 
grievance seems to be that the Reserve 
Bank's restrictions come in the way of 
their trying to do business along these 
lines. Quite frequently there is a com¬ 
plaint too that the payments expected or 
demanded are on a scale which only big 
western corporations can afford. The 
Iranian government, of course, cannot be 
unaware of the situation since firms of 
most countries doing business with Iran 
have been experiencing embarrassments 
or difficulties and have not aways been 
keeping quiet about it. Recently there 
have been several disclosures in the US 
Congress or the US press about big 
American corporations making enormous 


under-the-counter payments to influence 
pedlars or business brokers in some 
Persian Gulf countries. Against this 
background it is interesting to find that 
the Iranian government has just decided 
to come down with a heavy hand on 
malpractices. 

It has been officially announced in 
Tehran that foreign companies engagipg 
in services with the government or any 
of its agencies would in future be requir¬ 
ed to sign a sworn affidavit testifying to 
the non-paymenst of “any fees, commis¬ 
sions, bonuses, gratuities or other pay¬ 
ments” to brokers or agents in connec¬ 
tion wiih the award of a contract or its 
execution ‘‘other than those that appear 
on the affidavit.** It is explained that 
this measure is aimed at preventing un¬ 
lawful and unethical business practices. 
Any violations of the affidavit’s provisions 
would render the signatory liatle to 
prosecution for criminal offence, includ¬ 
ing perjury, and may entail termination 
of the business and assessment of puni¬ 
tive damages against the company con¬ 
cerned. The Shah’s government, evidently, 
is determined to live up to its reputation 
for acting tough once it decides that 
something has to be done. 

Recent developments may well streng¬ 
then the trends towards the understanding 
and cooperation that are being dcvelop- 
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ed between Tehran and New Delhi. It relations between countries. It seems to towards the government of India with 

was not only in the I9th century that me that in the case of Iran and India this which he seems to think that he now has 

trade followed the fla g- A stable political condition may be easier of fulfilment now a lot in common, 

framework is necessary even today for the than ever before. Already the Shah has 

development of trade or other economic given expression to his friendly feelings (concluded) 

Chemicals : a growth industry-I 

Jossleyn Hennessy London 


I 

E E C Produces 25 Percent of 
World Output 

European chemical companies play a 
major role in world chemical production; 
those of the EEC account for about a quar¬ 
ter of world output. Because their pro¬ 
ducts find* their way into virtually all 
manufacturing sectors, the chemical in¬ 
dustry's growth depends largely on the 
general health of the economy. Never¬ 
theless, the industry’s growth rate is well 
above general industry's norm, largely 
thanks to the ability of chemical-based 
materials to win markets from traditional 
materials such as timber, steel and natural 
fibres. The European chemical industry 
has been doubling itself every eight years 
or so; its growth at an average 9 3 per 
cent has been about twice that for the GNP 
between 1968 and 1973. 

Not only is the industry a growth lea¬ 
der, it is also one of the most important 
sectors in manufacturing. European 
chemicals account for about 10 per cent of 
industrial output and are rated second in 
size to engineering in the industrial lea¬ 
gue table. In West Germany, the strong¬ 
est European chemical country, turnover 
last year reached about £15,000 million, 
a 30 per cent increase on 1973 which 
pushed the chemicals sector into first 
place ahead of the machinery and electri¬ 
cal industries. 


own strong chemical industry. Ln the UK 
ICI carries the banner; in West Germany 
it is a threesome Hoechst, BASF and 
Bayer; in Switzerland, Ciha-Geigy, 
Hoffman-La Roche and Sandoz. In 
1974 the French industry took steps to 
strengthen and rationalise its company 
structures. So, through two separate 
agreements. Pcchmey Ugine Kuhlmann. 
Rhone-Poulenc and the state-owned Cdf- 
Chimie, unravelled the tangle of joint 
ventures which had resulted from multiple 
mergers (Table l) 

In Italy there have been more frantic 
attempts at rationalisation, involving 
Montedison. I M and Societa Italiana 
Resina (SIR). I he talks revolve around 
access to state investment funds, market 
shades and product sectors. The drama 
was heightened t« wards the end of lM74 
by the news that an unnamed Italian 
group had purchased more than 11 per 
cent of Montedison's shares. At the time 
of wiiting the m\4ery buyer is still not 
known. 

Although the future structure of the 
Italian industrv lcmains obscure one set 
of proposals which has been mooted in¬ 
volves the hiving “If of FNJ's chemical 


operations. The picture is likely to be 
complicated this year, for Montedison, 
after a more successful trading period, is 
likely to find its old plants depressing its 
cash flow below that of its competitors 
which have a more modern base, thanks 
to their past heavy investment programme. 

In the Netherlands, too, there have been 
attempts to bring together the chemical 
interests of Philips with Akzo. There has 
been one notable exception from this na¬ 
tionalism shown by fiLC countries. That 
was the acquisition of the leading French 
pharmaceutical group, RousseFUclaf, by 
West Germany's Hoechst. It was a severe 
jolt to national pride. 

This nationalism shows up in the pat¬ 
tern of investment. In the UK, for exam¬ 
ple, 80 per cent of the market is held by 
UK companies. With the exception of 
Belgium and the Netherlands, a high pro¬ 
portion of each home market is owned by 
companies of the national country: 
West Germany companies own the most 
outside their own countries—20 per cent 
of assets in the case of Belgium and the 
Netherlands but clearly there is a long 
wav to go before the EEC can claim to 
have attracted a solid base from which 

I 


T AllH 

Largest Chemical C ompanies in Western Europe (1973) 


a wide range 

The industry gains strength from its 
size and its diversity covering a wide 
range from pharmaceuticals and agricul¬ 
tural products to bulk fertilisers and plas¬ 
tic. It can afford to build world-scale 
plants, using the most technically-ad¬ 
vanced processes from any part of the 
world, and employing the services of pro¬ 
cess plant contractors who similarly work 
on a grand, multinational scale. 

The development of the EEC has help¬ 
ed to speed the growth of the western 
European chemical industry and to give 
it a more cohesive market. In terms of 
potential consumers, the EEC has now 
overtaken the USA — some 256 millions 
live in the EEC compared with .212 mil¬ 
lion in the USA. 

But each EEC country likes to have its 


($ million) 


Company 

Country 

Net 

sales 

Net 

salest 

Net 

Profits 

Capital 

spend- 

No of 
employ- 

• 




ing 

ees 

Hocchs 

German 

5.784 

(4,251) 

196.0 

406.4 

155,450 

Bayer 

BASF 

German 

5.528 

(4,018) 

150.4 

457.3 

63,692 

German 

5.375 

(4.276) 

193.8 

441.1 

107,539 

1C1 

UK 

5.328 

(4.218) 

511.4 

295.4 

199.000 

Montedison 

Italy 

4.639 

(3.611) 

98.5 

583.9 


Pechiney* Ug in c- 
Kuhlmann 

France 

3,606 

(2.707) 

82.1 

315.0 

95,000 

Akzo 

Netherlands 

3.382 

(2.542) 

104.5 

197.1 

105,000 

Rhone-Poulenc 

France 

3.295 

(2.531) 

113.4 

380.0 

116.531 

Ciba-Geig\ 

Switzerland 

2,577 

(2,113) 

35.7 

208.0 

73,286 

Royal Dutch Shell 

DSM 

UK/Dutch 

2,049 

(1.643) 

— 

182.0 


Netherlands 

1,659 

(1,062) 

50.6 

103.4 

29,000 


* Figures arc for chemicals only 1l 972 - 
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it can export to the rest of the world 
(Table It). 

II 

Iflcrimd Inter-European Trade 

Exporting is the forerunner of invest¬ 
ment. Exports lead to investment in a 
particular territory which in turn stimu¬ 
lates more exports. It is clear that Euro¬ 
pean companies are treating other EEC 
countries as a major export market. In 
every case exports to others in the EEC 
have been increasing rapidly in the past 
ten years whereas exports to the rest of the 
world have been dropping. In 1973, 
for example, the Benelux companies were 
exporting some 65 per cent of their ex¬ 
ports to other EEC countries while France 
had a 50:50 split between the EEC and 
the rest of the world. 

If this export trade is not supplemented 
by local manufacture, the chemical in¬ 
dustry's potential development is likely to 
be constrained. European companies must 
take'a more European, as opposed to a 
national approach: this is important at a 
time when US companies — operating in 
a large home market — are now treating 
Europe as another large, single market. 

US companies foresee markets in Europe 
for petrochemicals and their derivatives 
offering more expansion opportunities 
over the next five years than in the USA. 
The reasoning is based on the greater ma¬ 
turity of the US markets compared to 
Europe. 

A few years ago this forecast might 


have had an ominous ring about 
it. Trends in the financial perfor¬ 
mance of US and west European 
chemical companies have suggested 
that European companies are weaker. 
American groups have gained from their 
vast home market and availability of feed¬ 
stock. Comparisons of the 1973 results, 
for instance, show that the top ten chemi¬ 
cal companies on a profits-per-employee 
basis are all American. But European Com¬ 
panies have been improving, particularly 
Britain's Imperial Chemical Industries 
(ICI), which has shown major gains in ail 
the departments: net profit up 101.1 
per cent; sales per employee up 27.9 per 
cent. Ten years ago ICI's sales per em¬ 
ployee were only a third of the US aver¬ 
age; the ICI figure is now about 60 per 
cent of the average of US companies. 

The improvement of ICI, against trends 
in the USA, West Germany and the 
Netherlands for instance, is particularly 
marked for the ratio of after-tax returns 
on equity. Tabic III indicates the general 
improvement of the industry, but especi¬ 
ally that of the UK company. 

European giants 

Twelve of the world’s top 20 chemical 
companies are European based. In gene¬ 
ral theirprofitabilitv continued to improve 
in 1974 although the boom market condi¬ 
tions petered out as the year progressed. 
This year will be much more difficult for 
the industry, as the number of plant clo¬ 
sures or reduced operations in January 
and February indicated. The picture has 
been blurred by destocking on the part of 
the chemical industry’s customers. The 
current inflation and uncertain demand 


Table II 


Estimate of Cross-Ownership of Assets 
(Percentages’) 


Owned by 

UK 

W. Germany 

France 

!tal\ 

Belgium 

Netherland; 

UK 

80 

2 

1 

1 

1 

s 

W. Germany 

1 

75 

1 

l 


5 

France 

1 

6 

75 

2 

3 


Italy 

1 

8 

1 

75 

5 

1 

Belgium 

5 

20 

10 

5 

40 

S 

Netherlands 

5 

20 

7 

1 

10 

45 


(Percentages—the figures do not add up to 100. because of the effects of imports 
from non-European countries). 

Note: The horizontal line for the UK shows that W. German companies own assets 
in the UK which supply about two per cent of the UK market. The vertical line 
for the UK shows that UK companies own assets in W. Germany which supply about 
one per cent of the W. German market. 


mean that companies cannot afford to 
carry expensive stocks. Bui there is every 
indication that demand for plastics will 
pick up about now and the synthetic fibres 
become firmer towards the end of the 
year. Some sectors, such as pharmaceuti¬ 
cals and agriculture products, have been 
little affected by the economic recession, 
which justifies the policy of most chemical 
groups to have a diversified range of 
interests. 


Table 111 

After-Tax Returns on Equity" 


(percentages) 



1971 

1972 

1973 

US Chemical In- 




dustry 

Hoechsl (Ger- 

8.7 

10.0 

13.7 

man) 

8.7 

8.9 

12.8 

Bayer (German) 

7.8 

10.S 

12.8 

BASF (German) 

8.5 

10.5 

12.2 

ICI (British) 

10.6 

11.4 

18.5 

Akzo (Dutch) 

7.0 

7.1 

8.9 


’Figures are taken from published ac¬ 
counts with no adjustments made. 

Although the present economic and in¬ 
vestment climate presents problems, com¬ 
panies are less pessimistic than they might 
have been in a similar situation a few years 
ago. The lessons of past mistakes seem to 
have been learned—and it is worth inter¬ 
jecting here some of the past experiences 
which qie now influencing management 
decisions. 


Ill 

The Problems of Growth 

The chemical companies almost suc¬ 
ceeded in ruining themselves a few years 
ago. They hud continued to extiapolale 
their past growth record too long. In 
1970 they suffered a shock. Almost everv 
country in the world experienced a 
slowing down of economic growth. Cost 
inflation accelerated and the chemical in¬ 
dustry was coming to the conclusion that 
the potential for keeping down costs by 
building even larger plants was beginning 
to be exhausted. The result w ? as a sub¬ 
stantial surplus of capacity — more than 
£1,000 million worth of plastics manufac¬ 
turing plant and ancillary upstream facili¬ 
ties were left lying idle. Profits dropped 
alarmingly, and in consequence, further 
investment was restrained. In fact, few 
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new investment decisions taken between 
1970 and 1973 were aimed mainly at re¬ 
ducing costs. Much of the trouble in 
those black years of 1970 and 1971 stem¬ 
med from the industry's attitude to pricing. 
In order to stimulate sales they cut prices 
—a move which must inevitably prompt a 
domino reaction. 

The companies made two particular 
resolutions following that experience. 
First, they were determined not to rush 
headlong into new investment, oblivious 
of the intentions of their competitors. 
Second, they did not want to be caught 
again in another vicious price-cutting war. 

On the first point, progress is being made 
through the auspices of CEFIC, the Euro¬ 
pean Council of Chemical Industries 
Association, which is collecting information 
to help the industry as a whole with its 
investment decisions. So far, however, 
the US companies in Europe have been 
reticent to participate, mainly because of 
their fear of violating anti-trust laws. 
They might be able to give more informa¬ 
tion, on investment intentions, growth 
predictions and so forth, if the method of 
collecting the material were changed. 

The petrochemical industry is likely to 
be in a tight supply and demand situation 


in the next year. As Table IV shows, 
consumption of ethylene was expected to 
outstrip production, which would either 
mean higher imports from Europe or 
constraints on manufacturing industries 
further downstream. 

Since the figures were collated, however, 
the industry has seen a marked decline in 
demand for plastics and fibres materials 
—by more than 30 per cent in many cases 
—and overall growth this year is expected 
to be slim. Indeed, some West German 
companies are forecasting little or no 
growth in 1975. As a result the industry 
may just get by without an actual shor¬ 
tage of capacity in 1976, but the supply/ 
demand ratio will still remain tight. This 
augurs well for the economic prospects 
of the chemical industry. It also brings 
us to the second of the lessons —the need 
to hold up prices wherever possible. 

The five-fold increase in oil prices and 
the correspondingly big rise in phosphate 
rock in the past two years has changed 
the economic structure of major chemical 
plants. Bulk products, such as plastics ma¬ 
terials and fertilisers, are now command¬ 
ing up to double their original prices, and 
in many cases much more (there were 
cases of ten-fold increases in spot prices 
for some plastics in the early part of 


1974), This has changed the relation bet¬ 
ween price and volume of materials. 
Previously companies relied on high vo¬ 
lume to generate profits but more recently 
price levels have become more important. 

Thanks to the higher income levels the 
break-even point for a typical petroche¬ 
mical manufacturer's operations has been 
reduced to 60 or 65 per cent of plant 
capacity compared with about 85 per cent 
some three years ago. Clearly, it is not 
in the interest of companies to trigger a 
downward price-cutting spiral so they 
have been more intent on cutting back 
output, bringing forward maintenance 
programmes or simply shutting down 
plants altogether. 

Sources and acknowledgements: The 

foregoing is the first of two articles which 
summarise, by special arrangement, a 
report in depth in the latest issue of 
Furopean Trends , published quarterly to 
subscribers only by the Economist Intelli¬ 
gence Unit (27 St. James's Place. London 
SWLA: 1NT, and obtainable in India 
from J.A. Sluih, f>7 Marine Drive, Bombay 
20). Next week's concluding article will 
explain the difficulties caused to the che¬ 
mical manufacturers by inflation, and 
will examine the plans of Middle East 
countries to launch chemical production. 


Table IV 

Supply and Demand of Chemical Feedstock in EEC Countries 


(million metric tons) 


1968 1969 1970 1971 1972 1973 1974 1975 1976 1977 1978 


Naphtha 


Total gross requirement 26.1 

Total return to gasoline pool by 
olefin and aromatic plants 8.0 

Net consumption on petro¬ 
chemical plants 18.1 

Ethylene 

Nameplate capacity 4.9 

Production 3.6 

Consumption 3.6 


33.3 

40.2 

42.8 

51.0 

58.5 

11.L 

13.8 

14.1 

16.7 

18.7 

22.2 

26.4 

28.7 

34.3 

39.8 


6.0 

7.1 

7.5 

9.9 

10.6 

4.6 

5.6 

6.1 

7.4 

9.0 

4.5 

5.5 

6.1 

7.4 

8.9 


66.4 

71.3 

74.7 

84.2 

92.8 

20.9 

22.6 

23.5 

25.8 

29.5 

45.5 

48.7 

51,2 

58.4 

63.3 


11.7 

11.9 

12.5 

14.5 

15.9 

10.4 

11.1 

11.7 

13.6 

14.7 

10.6 

11.2 

12.1 

13.6 

14.6 
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WINDOW ON THE WORLD 


Some good 

Forecasts of recovery and predictions of 
higher growth rates come from the United 
States and from the OECD in Paris to 
help cheer what would otherwise be ra¬ 
ther bleak summer holidays. Financial 
markets in the USA maintaining unusual 
equanimity in uncertain times have 
helped to convince investors and the 
linancial community there that the worst 
recession in America in 40 years is beginn¬ 
ing to fade away. That touchstone of 
American nerves, the Dow Jones Indus¬ 
trial Average, has improved 41.7 per cent 
since the end of last year and new financ¬ 
ing by the US credit markets in the first 
six month's of 1975 have established a re¬ 
cord at more than $73 billion, easily more 
than three times the figure for the same 
period lust year. In Europe, the secre¬ 
tary-general of the Organization for Eco¬ 
nomic Cooperation and Development, 
has assured the UN Economic and 
Social Council that member countries of 
OECD will sec an annual growth rate of 
four per cent in their Gross National 
Product when they total up dealings in 
the first half of next year. 

spurt of optimism 

The two spurts of optimism in an other¬ 
wise worried world produce their own 
reactions. The US Administration has 
shown some nervousness whether this 
financial buoyancy at a time of steep un¬ 
employment may not lead to price in¬ 
creases in such key areas as minerals. 
While domestic price increases in America 
have checked back their growth from 20 
per cent to 11 or 12 per cent some indus¬ 
tries have put forward demands for fairly 
steep rises in prices — aluminium being 
one of them. In contrast to the US credit 
market which is rushing ahead in offering 
facilities, the consensus in American eco¬ 
nomic quarter*: regards the economic re¬ 
covery now thought to be getting under 
way as likely to be slow for the rest of the 
year at least. If this view proves to be 
true there would be a stubbornly high 
unemployment rate for some time and 
demands for more government spending, 
tax relief and easier credit conditions 
would increase. 

President Ford, with an election before 
him next year, has seized the opportunity 
to insist that the second deep American 
recession in this century is finally over 
Presidential and other candidates are al¬ 
ways aware of the canvassing value of 
optimism and the present happier Ameri¬ 
can mood stems to some extent front the 
exigencies of preliminary steps in the 
election campaign. The official and mar- 
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ket euphoria contrast with the complaints 
of miillions of unemployed, the desperate 
calls for financial help from many big 
cities — including New York—and warn¬ 
ings of an upswing in inflation. The US 
inflation rate of now running at about 
seven per cent-about half what it was at 
the end of last year but it is risky for the 
administration to suggest it will probably 
be down to four per cent by the end of 
1975. 

a new rise 

Present indications suggest a new rise 
rather than a further fall in the in¬ 
flation rate, food prices ki the US are 
unlikely to fall because of the need to 
boost farm incomes and because the USA 
appears willing to meet immense Russian 
offers to buy grain. Similarly, oil prices 
arc set to increase and the proposed de¬ 
control of price on 60 per cent of US- 
produced oil will certainly send its selling 
price up to the end consumer. The vast 
sums which the US Treasury will need to 
borrow to finance growing public expendi¬ 
ture and the urgent demands for help 
from large municipalities means that the 
US internal money supply will have to be 
increased, a move almost certain to in¬ 
crease inflation and certainly to check 
any tendency to its fall. 

The less buoyant Europeans need also 
to examine predictions of more satis¬ 
factory growth closely to check their 
reliability. Present percentage rates of 
increase in the cost of living compated 
with one year ago arc nowhere reassuring. 
Lucky West Germany has the lowest in¬ 
crease at 6.! per cent, rising through 
Austria with 8.6 per cent and Switzerland 
at 9.4 per cent to the unluckiest - the UK 
with 25.33 per cent and Italy with 26.1 
per cent. In all countries, also, industrial 
pay packets have grown substantially to 
meet union demands and legitimately to 
counter the rising cost of living. Despite 
all the clamour about British unions’ 
wage claims the average industrial wage 
rate has grown more slowly in Britain 
since 1971 than anywhere in Europe. 
Expressed in German marks the average 
British industrial wage rate has grown only 
from 5.00 to 6.80, while French wage rates 
have increased from 5.20 to 8.30, the Ita¬ 
lian from 5.70 to 8.90, the Swiss from 6.30 
to 11.00 and the Belgians from 6.50 to 
11.70. W. Germany and Sweden lead in 
Europe with growths in average indus¬ 
trial wage rates from 7.60 to 13.30 and 
from 8.90 to 13.60 respectively. 

France, whose currency returned to the 
217 


E.B. Brook Vienna. 

European “snake* of controlled exchange 
values on July 10, appears, despite its 
President's optimism, to be heading for 
difficulties. The French growth rate 
this year has been minimal, if there has 
not been a recession, and even the govern¬ 
ment has revised its growth-rate projection 
down from four per cent to 2.5 per cent. 
Unemployment is increasing and may 
touch 1 h million by the end of the year— 
Germany’s approximate current figure 
—and inflation could touch 11 per cent. 
Although even the gloomy prediction that 
France may have a balance-of-paymcnts 
deficit of five billion francs (nearly £1 bil¬ 
lion) by the end of the year is nothing like 
so serious as those for several other west 
European countries, the fact that at the 
moment 250 French businesses arc shut by 
strikes and some 50 factories occupied by 
their workers speaks of a state of public 
ill-health more concealed hut no less 
serious than that of Britain. In the mean¬ 
time. despite another “summit” in Brus¬ 
sels, the European Community is no far¬ 
ther forward in solving the problem of 
unemployment or moving towards any 
but wishful forms of unity. 

wavering British 

In the present worried state of interna¬ 
tional trading it is not surprising that the 
Germans complain that the British make 
no definite decisions as to what they are 
going to do now, they are at last definitely 
in the European Community, that the 
French expect more cooperation from the 
Germans in manufacture and the Ger¬ 
mans from the French in agriculture or 
that almost everyone accuses everyone 
else of dumping. A few weeks ago an 
irritated Signor Agnelli. Chairman of Fiat, 
accused the Poles of dumping their ver¬ 
sion of the Fiat car at cut rates on the west 
European market after having Fiat’s 
help in setting up manufacture of the 
Polski. 

Today the US Auto Workcis’ Union 
is demanding a government investi¬ 
gation of Fiat. Volkswagen and Lcyland 
“durfiping” - allegedly selling their cars 
in the USA at “less—than-fair-vahk ” 
prices, sometimes for as little as in 

order to make-sales. On the European side 
there is the old complaint about the 
growth in Europe of US-based multina¬ 
tional firms. With the USA needing 
urgently to export both more manufac¬ 
tures and farm produce to Europe -still 
the world’s richest commercial market-- 
the European complaints of American 
aggression arc likejy to increase. The US 
Administration has shown signs of great 
AUGUST J, 1975 




High Vacuum 

High Vacuum Technology is essential for 
industrial processes requiring most 
stringent standards of accuracy. This has 
been achieved through the joint endeavour 
of Bhabha Atomic Research Centre and 
the Engineering Division of Indo-Burma 
Petroleum Group. 

The present renge includes 

a. PUMPING MODULES, used mainly for 
making TV tubes and for creating 
contamination free atmosphere. 

b. COATING PLANTS, for thin film 
coating of micro electronic components, 
glass, plastics and ceramics. 


BARC research ' 
launches INDIA 
in HIGH VACUUM 
TECHNOLOGY 


I BP converts 
research models 
into high precision 
equipment. 


c. ELECTRON BEAM FURNACES, for 
casting, sintering, welding, annealing, 
of noble and special metals and for 
melting refractories. 

d. FREEZE DRIERS, for preservation of 
food, chemicals, blood, and skins for 
grafting and for production of vaccines 
and pharmaceuticals. 

e. LEAK DETECTORS, for testing pressuro 
vessels and electronic components. 

f. MOLECULAR STILLS, for distillation 
of low vapour pressures, oil fractions, 
extraction of vitamins and concentration 
of monoglycerides. 


By far the most challenging use 
to-date of this technology is in 
space research. 

THERMO VAC CHAMBERS, for 
testing of Indian Satellites* space 
hardware and components under 
simulated conditions are now 
under construction. 

IBP TORR is a wholly indigenous 
effort on India's part. And in this 
IBP acknowledges its gratitude to 
BARC scientists. 



Indo-Burm Petroleum Co. Ltd. 
dedicated to making 
complex technology work 
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Interest in ways of overcoming technical The GATT negotiations in Geneva obstructive to commerce than such classi- 
trading barriers, especially those which have already listed nearly 1,200 barriers to cal barriers as quotas. The US insists 
still stand in the way of its trade with the trade, ranging from industrial standards that many such barriers be removed 
nine-member community. to customs procedures, which are more without much delay. 


Greenspan says US economy 

on road to recovery 


President Ford’s top economic aide 
said on July 23, “Developments in the 
first half of the year have set the stage 
for recovery” in the United States. 
Testifying before the Joint Economic Com¬ 
mittee of Congress, Mr Alan Greenspan, 
Chairman of the Council of Economic Ad¬ 
visers, declared that “Production is now 
rising and real gross national product 
during June was above the second 
quarter average, presaging a significant 
rise for the second quarter.” 

Mr Greenspan also made the follow¬ 
ing points in his statement before the 
coipmttee: 

—Inventory movements continued to 
dominate US economic activity during 
the second quarter of 1975; 

—Real personal consumption expendi¬ 
tures rose more rapidly than had been 
anticipated during the quarter; 

—The consumer price index has risen 
at a 6.6 per cent annual rate during 1975 
—far less than the 12 per cent of the 
cumparable period of 1974. 

Excerpts from Mr Greenspan's testi¬ 
mony follow: 

decline in inventories 

Inventory movements continued to 
dominate the second quarter figures. The 
decline in business inventories at an an¬ 
nual rate of nearly $34 billion in current 
dollars was even more rapid than during 
the first quarter of the year. During 
the past two quarters the real stock of 
non-farm inventories has dropped by 3.6 
per cent. By the second quarter, inventory 
liquidation had pushed production 2.4 
per cent below final demand in the eco¬ 
nomy as a whole. The ratio of real non¬ 
farm stocks to GNP declined very sharply 
in the second quarter of the year and, of 
course, the ratio will decline even more 
sharply as GNP starts upward. In the 
third quarter, this will indicate that the 
bulk of the excess inventory overhang 
with which the year began has been 
worked off. 

Real personal consumption expendi¬ 
tures rose at an annual rate of 6.2 per 
cent during the second quarter,.more ra¬ 
pidly than we had anticipated. The week¬ 
ly statistics for early July indicate that 
the second quarter increase is continuing. 


Only a very small part of the increase 
in retail sale as to date appears to have 
been due to the tax cuts and the resulting 
sharp rise in disposable personal income. 
Personal income, quite aside from the 
tax reductions is now rising in a quite 
encouraging manner. Rising employ¬ 
ment and wage gains have lifted the 
wage and salary component of personal 
income by about $5 billion at an annual 
rate in each of the past two months. 

price performance 

The much improved price performance 
has also been an important factor helping 
retail sales. So far this year the consumer 
price index has risen at a 6.6 per cent 
annual rate, far less than the 12 per cent 
rate of last year. The lower rate of price 
increase has contributed to consumer 
purchasing power and helped to dispell 
the uncertainty and the sharp decline in 
consumer confidence which became so 
pronounced late last year. 

It appears that only a small portion of 
ilhe eventual impact of the fiscal stimulus 
applied through the tax reductions has 
yet been reflected in consumer purchases. 
The gradual effect of these rebates upon 
consumer outlays together with improving 
confidence and incomes, should induce a 
fairly rapid and sustained increase in con¬ 
sumer purchasing during the balance of 
the year and into 1976. 

Business fixed invsetment in real terms 
declined in the second quarter but the 
drop was much less than in the previous 
two quarters. If is still quite difficult to 
form a judgement regarding the-rate of 
business capital outlays over the next 
year. The large amount of excess capa¬ 
city and the recession-squeezed profit 
margins are likely to produce some fur¬ 
ther moderate downdrift in fixed invest¬ 
ment over the balance of this year. But 
the bulk of the decline in investment ap¬ 
pears to be behind us. Capital good order 
backlogs, though declining, are still ade¬ 
quate in some areas, the sharp decline in 
the inflow of new orders for capital goods 
has been halted, and indeed orders for 
capital goods in June were almost eight 
per cent above the March low. The lon¬ 
ger lead times required, together with the 
lagging patterns of business investment 
during earlier recovery periods, suggest 


that capital outlays are unlikely to turn 
upward before 1976. 

Our projections incorporate an expec¬ 
tation for a recovery in housing starts to 
annual rates of about 1.5 million by late 
this year. The May figures were quite 
encouraging, with the rate of starts up 15 
per cent. We had expected another slight 
increase in June, but instead starts dec¬ 
lined slightly. It is difficult to interpret 
these numbers, however, in view of the 
fact that the decline was in the large multi¬ 
family category which tends to be parti¬ 
cularly erratic from month to month. 
Building permits for new units were being 
authorized in June at rates which implied 
a rate of starts in excess of the June level. 
The Financial factors continued to be 
quite favourable with continued large in¬ 
flows into the savings and loan associa¬ 
tions of June reflecting in part, of course, 
the tax rebates. We hold to the view that 
the pick-up in starts has been delayed only 
temporarily. Our expectation that starts 
will be in the 1.5 million annual rate area 
by late this year hardly represents a boom, 
but it does represent a significant 
increase from current levels and it will be 
an important factor in the recovery. 

note of caution 

Price developments this year have been 
highly encouraging even though the con¬ 
sumer price index in June rose by 0.8 
per cent. Several factors, however, sug¬ 
gest the need for a continued note of cau¬ 
tion in our evaluation. The downward 
price pressures of the recession and the 
intense inventory liquidation pressures 
will be easing as the recovery gets under¬ 
way. Developments in energy policy may 
also leave some mark on the price indexes 
in the months ahead, and finally, although 
inflation has subsided significantly, we still 
have a high rate of inflation both in re¬ 
lation to past standards and in relation to 
our objective of restoring a greater mea¬ 
sure of stability to the economy. 

We believe that the developments of 
the first half of the year have set the stage 
for recovery and, taken together, they 
indicate a somewhat stronger pick-up in 
production and employment in the second 
half of this year than we had generally 
been anticipating. 

Courtesy USIS 
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Economic developments 

in the Third World 


The Economic Development of the Third World Since 1900: Paul Bairoch/Translated 
by Lady Cynthia Postan; Methuen and Co Ltd, London; Pp 260; Price £ 2.45. 

Administrative Response to Emergency: Kuldeep Mathur and Mohit Bhattacharya; 
Concept Publishing Co, Delhi; Pp 103; Price Rs 30. 

Planning for Change: Edited by V.K.R.V. Rao, H.K. Mazumdar and Amal Roy; 
Vikas Publishing House Pvt Ltd; Pp 339; Price Rs 45. 

Corporate Law and Industrial Growth: Punjab, Haryana and Delhi Chamber of Com¬ 
merce and industry. New Delhi; Pp 235; Price Rs 20. 

Employment Technology and Development: Amaratya Sen; Oxford University Press; 
Pp 193; Price Rs 22. 

The US and World Development—Agenda for Action 1975: James W. Home and Staff 
of the Overseas Development Council; Praeger Publishers; Pp 277; Price Rs 4.50. 


This book is,concerned with the nature 
of underdeveloped economics and their 
behaviour over the period of 1900 to 
1972. According to the author, “While 
there arc several case studies on the de¬ 
velopment of individual countries, or 
small groups of countries... there are none 
which might help to single out the various 
characteristics of economic development 
in the Third World over a long enough 
period or for a large enough number of 
countries to make the analysis applicable 
to all the less-developed countries, or at 
any rate all the large ones.” 

historical process 

The author in this book The Economic 
Development of the Third World Since 1900 : 
covers the period of 1900 to 1972 and out 
of nearly J 70 economic or political entities, 
has chosen 24 countries from Africa, 
Latin America, Asia and the Middle East. 
He is also careful in selecting a lew 
countries from different economic and 
political regimes and a few countries with 
large population. The author has analy¬ 
sed the historical developments in these 
countries in the fields of population, 
agriculture, extractive industry, manufac¬ 
turing industry, foreign trade, the terms 
of trade, the level of education, urbanisa¬ 
tion, labour force and employment, and 
macro-economic data. 

On the basis of the global diagnosis of 
economic changes in the Third World, 
the author has drawn attention to “the 
painfully slow progress of economic 
growth since 1900 which remains, despite 


of slight improvement since 1950, insuffi¬ 
cient to prevent the gap between per capita 
incomes in the Third World and the de¬ 
veloped countries from widening still fur¬ 
ther.'’ 

population explosion 

The population explosion in the Third 
World, according to the author, is one of 
the major explanations for the above 
phenomenon and of the unfavourable 
trend in the production of food. The 
implications of the slow growth in agri¬ 
culture are all the more significant be¬ 
cause three-fifth of the Third World la¬ 
bour force and nearly three-quarters of 
the labour force in Asia and Africa work 
on land. The author has found that the 
number of the persons engaged in produc¬ 
ing food in the Third World has doubled 
during the last half century as a direct re¬ 
sult or population explosion. This fact 
combined with the small amount of agri¬ 
cultural land available has caused the law 
of diminishing returns to reappear in a 
most disagreeable form. The consequence 
is that, “The productivity of agriculture 
devoted to growing food in most of the 
African and Asian countries is below the 
point considered safe from the risk of 
famine.” It must also be remembered 
that rapid progress in the industrial field 
in these countries cannot be expected 
without an increase in their agricultural 
productivity. The author has also pointed 
out that agricultural productivity depends 
much more on structural factors than 
does industrial productivity and this 


makes increase in agricultural productivirt 
all the more difficult, and therefoc 
there remains the possibility of a serious 
famine in the Third World which by 1980 
will have to find food for nearly one-third 
more mouths than in 1970. 

The author has emphasised the fact that 
an improvement in agricultural producti¬ 
vity is likewise absolutely essential for the 
prospects of industrial development. If 
the expansion of manufacturing industry 
has been possible in these developing 
countries up to now without a noticeable 
enlargement of domestic market, it is 
mainly due to the fact that domestic in¬ 
dustrial production has mainly be'*n subs¬ 
tituting for imports. As the limits of im¬ 
port substitution arc approached, we 
may expect a reduction in the rate of in¬ 
dustrial expansion, unless agricultural 
productivity increases providing expanding 
domesling markets. 

The author has a very valuable comment 
to offer on the development of extractive 
industry in the developing countries. 
Dominated by foreign capital which 
mainly aims at export and protits, the 
present rapid growth of extractive indus¬ 
tries could mean that future development 
is mortgaged. The mineral resources 
could well be exhausted or much of their 
potential skimmed off when the process 
of rapid industrialisation in these coun¬ 
tries need them. 

global diagnosis 

According to the author, because of the 
relative preponderance of foreign trade, 
the terms of trade form one of the factors 
in global diagnosis. He has concluded on 
the basis of his analysis that “the gene¬ 
rally accepted view that there was a secular 
deterioration in the terms of trade of raw 
materials as compared to manufactures 
is erroneous.” The great fall in transport 
costs occurring between 1870 and 1920 
has marked an improvement in the rela¬ 
tive prices of raw materials, though, ac¬ 
cording to the author, “in the short term 
(between 1954 and 1962) there was a de¬ 
terioration of terms of trade which “went 
far beyond a mere re-adjustment of the 
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relatively high prices of raw materials 
during the early 1950s 1 ’. 

As regards foreign aid the author has 
concluded that on the basis of a rough 
calculation of the relationship between 
prices of raw materials and capital goods, 
one can see that “the deterioration in the 
terms of trade caused a loss of resources 
about equivalent to total aid received, 
defining aid in broad terms...” 

The Third World, according to the 
author, has got off to a bad start and Lhe 
chances of any sudden acceleration into 
economic development in the near future 
are distinctly dim, except in China where 
priorities have been properly recognised 
and where the growth of productivity in 
agriculture has progressed beyond the 
point at which nationwide famines are 
likely and has consequently been able 
to industrialise at a faster rate than the 
rest of Asia. 

stimulate activity 

On the basis of his diagnosis the author 
has' made some very important recom¬ 
mendations. He has pleaded that priority 
be given to agricultural development 
where technically speaking it is possible 
to raise productively even with the known 
techniques and scientific knowledge. The 
problems which appear to be mainly 
sociological and political must, be solved 
and agriculture must be given a big push. 
At the same time it is essential to try to 
restrict 'long-term population growth, 
at all costs. As regards industrialisation, 
according to the author, it would be de¬ 
sirable to hold back on the hasty const¬ 
ruction of extremely modern industries as 
such a policy would be likely to prejudice 
the more general progress of development 
because of its high cost and because it 
would not stimulate local activities. 

Politiciansshouid not be afraid to set up 
tarrif barriers to protect local industries. 
Also it seems essential for the state to play 
a leading role in the process of industria¬ 
lisation for it is unrealistic to expect a 
class of entrepreneurs to play the part 
which they played in the west during the 
19th century when conditions were entire¬ 
ly different (e.g. elementary technology, 
small units of production, large body of 
skilled workmen, total absence of social 
legislation, absence of international and 
even inter-regional competition, high 
rate of profit and so on). 

Also, according to the author, though 
the success of industrialisation in the 
Third World is primarily dependent on 
domestic demand (i.e. agricultural de¬ 
velopment), it is nonetheless true that 
foreign trade can make a certain contri¬ 
bution. Further, instead of concentrating 
on exporting to developed countries, it 


would be better if the Third World count¬ 
ries trade among themselves. 

Thus stimulation of agricultural de¬ 
velopment, creating industrial enterprises 
which favour general economic develop¬ 
ment and birth control form the basis on 
which the countries of the Third World 
should concentrate. The developed coun¬ 
tries which spend billions on defence ma¬ 
terials can certainly help speed up the 
process of economic development of 
Third World countries by diverting even 
one per cent of this essentially wasteful 
expenditure towards these struggling 
countries. 

This is a remarkable study which has 
made the author internationally famous. 
Indian policy-makers can learn much 
from this analvsis of the historical 
development in a large number of develop¬ 
ing countries. We seem to have followed 
precisely the opposite policies of the pres¬ 
criptions advocated by the author. Our 
neglect of agriculture and over-emphasis 
on industries since 1956, our attraction for 
giant modern industrial complexes and 
our failure on ihe population front all 
explain the disappointingly low rale of 
growth since 1951 to this day. Will our 
policy-makers show the courage to re¬ 
verse the gear and adopt policies which 
the analysis of the economic history of 
developing countries lead to? This book 
is certainly a must for lIic students of 
economics. 

RESPONSE TO EMERGENCY 

Maharashtra cxpei icnced unpreeden- 
ted drought conditions during 1970-73. 
Out of about villages, nearly 23.000 

in 1970-71 and about 15.000 in 1971-72 
were affected by conditions of drought in 
lesser or greater degree. Nearly three 
crorcs of the rural population were in 
distress. Not only the agricultural la¬ 
bourers but even agriculturists with 
substantial holdings were very severely 
affected. Kuldcep Mathur and Mohit 
flhaitacharya undertook this study “to 
promote understanding of the organisa¬ 
tion and working of the administrative sys¬ 
tem during those days ol acute scarcity in 
Maharashtra." They are primarily con¬ 
cerned with investigating how an ad¬ 
ministrative stnuiurc built to function in 
normal and stable conditions changes and 
adapts itself to face an unstable, stressful 
situation likethai ot drought in the state. 
While considerable literature is available 
on the structure of organisations within 
the Indian administrative system, baldly 
any study is made of issues such as the 
degree to which the structure is func¬ 
tionally related to the objectives of these 
agencies. The authors in the book. Adminis - 
t ratin’ Response to Emergency are of the 
opinion that, “Little research attention 


has been directed to investigate the total 
system of task implementation and the 
organisation necessary for it.” 

The two aspects on which the authors 
have chosen to concentrate are: (a) abi¬ 
lity of the organisation to adapt itself both 
structurally and procedurally to meet the 
needs of an emergency, and (b) analysis 
of the environment which provides sup¬ 
port to the organisation to implement its 
tasks. As many states face various emer¬ 
gencies, findings of the two authors in 
this regard are of great significance as on 
the basis of their findings suitable modifi¬ 
cation, if necessary, may be made in the 
administrative system and procedure in 
order to enable the administration to meet 
emergencies boldly and successfully. 

aims fulfilled 

It has been widely acknowledged that 
the administration in Maharashtra proved 
equal to the task and fulfilled the aims of 
the government in giving relief. At the 
district level, a district relief committee 
and at the taluka level, a taluka relief 
committee were quickly established with 
which were associated non-oflieials. In 
terms of implementation machinery, in¬ 
tegration had to take place among v arious 
organisations working at the district 
level. This was particularly apparent 
with the ZiLlu Parishad acting under 
the direction, control and coordination 
the collector. Zilla Parishad is a 
statutory body in Maharashtra and its 
officials are not directly subordinate to 
the collector during normal times. But the 
chief executive officer of the Zilla Parishad 
(who is generally an IAS official) accep¬ 
ted the leadership of the collector. This 
was possible because both officials belong¬ 
ed to the IAS cadre. 

This pattern percolated downwards 
to the village level and the harmo¬ 
nious relations between the BDO and 
the tchsildar. between the village level 
worker and the talati became the accep¬ 
ted form of administrative behaviour 
during the emergency. In this way much 
of the rigidity in their hierarchical way of 
functioning was removed. The communi¬ 
cation barriers of normal limes were 
swiftly broken and reporting and control¬ 
ling became much more personal and 
direct affair. Also during emergency the 
delegation of financial and administrative 
powers to the collector as well as to the 
technical officials was considerably in¬ 
creased. 

The flexibility in the organisational 
working was also marked by a more re¬ 
laxed relationship between the adminis¬ 
trators and the politicians during the em¬ 
ergency. The non-official leadership duly 
acknowledged the role of the administrator 
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and he in turn accepted the politician in 
implementing the scarcity works program¬ 
mes. Politicians were especially helpful 
in helping administrators to estab¬ 
lish liaison with the public and in matters 
such as land acquistion and site selection 
for scarcity works. Frequent and open 
communication between the administ¬ 
ration and polit’cal Icaderhip contributed 
to this happy relationship between the two. 
Giving of due recognition to t.he work 
done by each also contributed to this 
happy relationship. The environment also 
helped in this regard. During the emer¬ 
gency there was no scarcity of funds. This 
further reinforced the support from the 
environment which helped the politicians 
in easing tensions and resolving disputes 
and the administrators in implementing 
policies with abundant funds. The two 
roles became supportive and respect for 
each other grew, thanks to the emergency, 
and the realisation by both administra¬ 
tors and politicians that the goals set 
forth during the emergency could not be 
achieved without the cooperation of the 
other. 

The study has emphasised dramatically 
that the capability of the Indian adminis¬ 
trative system to cope with new challenges 
is much higher than what is normally 
assumed. 

This study is of great significance not 
only becaue the administrators are often 
called upon to face droughts in different 
states but also because the authors haffe 
raised a fundamental issue of why in nor¬ 
mal times administration does not rise to 
its full potential stature. 

ROLE OF SOCIAL SCIENCE 

The Institute for Social and Economic 
Change, Bangalore, organised a seminar 
on “the economic and social development 
of Karnatak. the principal issues arising 
therefrom, and the role that social 
science research could play in dealing with 
them. This volume, Planning For Change 
contains the papers presented at the semi¬ 
nar. Since Karnatak, one of the Indian 
states, has many things in common with 
the other states in India and also shares 
the same experiences and faces the same 
difficulties, what is said about Karnatak 
would also generally hold good in regard 
to most other states in India. It is on ac¬ 
count of this fact that this volume assumes 
significance for all and also contains les¬ 
sons which possess general validity. It 
would therefore be instructive to note the 
contents and findings of at least the im¬ 
portant papers in this volume. 

Of the seven sections into which the 
volume is divided, the first contains a 
background note by H.K. Mazumdar and 
S. Seshaih who have made an attempt to 
place the development of Karnatak in the 
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national perspective, drawing attention to 
the role of multi-level planning and the 
district planning in particular for inducing 
a faster and more comprehensive pace of 
development in the state. 

The second section deals with the prob¬ 
lems of agriculture and allied activities. 
Buggi and Chetty have in their paper 
found support for the thesis that small 
farmers as a class have not shared in the 
economic progress of the state. This is 
not so much due to smallness of land 
holdings and inadequacy of financial re¬ 
sources as to their “lower ranks which 
they occupy in the caste hierarchy, their 
lower level of literacy and education, their 
low communication level and low value 
orientation in terms of ambition for and 
confidence in their capacity for better¬ 
ment.“ The paper therefore emphasises 
the importance (along with economic 
measures) of measures on the non-econo- 
mic front including social, cultural and 
educational fields to enable small farmers 
to take advantage of the opportunities 
offered to them. 

potential for income 

Prof Ramanna examining the poten¬ 
tial for income betterment for the 
poor subsistence farmers as also for 
better-off commercial farmers has come 
to the conclusion that prospects are good 
for both and that capital and extension 
work are the principal constraints in the 
case of both the categories and growth. 
If these constraints are removed, then 
there are goo possibilities for growth of 
incomes of both the categories without 
any structural change in their organisa¬ 
tion. C.S. Gajarajan analysing the prob¬ 
lems of persons displaced on account of 
irrigational projects has made a radical 
suggestion that displaced farmers should 
be compensated by group allotments of 
the newly irrigated land, irrespective of 
whether the ownership of such newly 
irrigated land is in the public or private 
sector. 

B.C. Angodi pointing out the two diffi¬ 
culties of lack of coordination among vari¬ 


ous departments and of finding of finance 
in respect of major irrigation works, has 
suggested that “the best way to solve this 
twin problem is by setting up a state 
irrigation corporation or alternatively 
one corporation for each major irrigation 
system in the state/' 

uneven development 

Y.M.L. Sharma has traced the uneven 
and unbalanced development of forest 
resources in different parts of the state 
and has made out a strong case for 
launching an afforestation programme 
for the offshore areas of large, medium 
and small irrigation projects and tanks 
in the state. He has suggested that 
“extension forestry and farm forestry 
form the most important instruments in 
the transformation and productivisation 
of land in the dry and arid are* s.“ He 
wants that while calculating returns from 
investments in forest r>. it is necessary to 
take into account not only private and 
specific returns of each project but also 
the social returns in tcims of its overall 
effect on agricultural security and pro¬ 
ductivity. Sharma has also correctly 
highlighted forest development as an 
instrument for redressing regional econo¬ 
mic and living inequalities. 

The third section in the volume deals 
with the problems of industry and trans¬ 
port. Chandran lias given an account of 
the growth of industrial development in 
Karnatak drawing attention to the predo¬ 
minance of small-scale sector and has 
concluded his paper by making policy 
suggestions for establishing new industries 
and improving the intra-state distribution 
of industrial activity. K.B. Mura rap pa 
has made a plea for properly coordinated 
development of the different means of 
transport in the slate \yith a view to maxi- 
mixing economic activity and incomes for 
the state and its people. R.A. Deshpande 
has drawn attention to intra-district im¬ 
balance in respect of road transport and 
puts forward the contention that “the 
criteria for measuring progress in road 
transport should not only be formulated 
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in terms of length and quality of roads but 
also in terms of accessibility of villages by 
all weather roads to one another and to 
the main road transport network.** 
K.K.S. Kunuran has made u strong pica 
for the development of ports, major and 
minor, in the state “not only for fishing 
and coastal trade but also as growth cent¬ 
res for the development of the hinterland 
in the state that they command.’* 

The fourth section deals with the prob¬ 
lems of education in the state. S.V.C. 
Aiya examining the concept of vocationa- 
lisation of education has pointed out that 
it cannot be of a uniform or standard 
pattern but has to be linked with the en¬ 
vironment in which individuals live and 
their specific needs, present and antici¬ 
pated. T.P. Isar has launched a fearless 
indictment on the role of our university 
system in inducing national integration. 
He traces the establishment of many 
universities to local jingoism or regional 
rivalries. He would like to link all univer¬ 
sities in the country with a common link 
language as the medium of instruction and 
providing facilities for free movement of 
students among different universities, 
crossing state and language barriers. 
S.R. Rohidekar, dealing with the vexed 
question of student unrest has suggested 
that “courses taught in universities should 
undergo a radical reorientation having an 
appropriate relationship with the 
intellectual level of students and their 
channel of interest and take into account 
avenues for employment and developments 
and changes in society in modern India.” 

need for social justice 

The fifth section deals with the problem 
of combining development with social 
justice with particular reference to back¬ 
ward classes and backward regions. 
Parvaihamma has pointed out that nei¬ 
ther political democracy nor legal enact¬ 
ments by themselves can bring about any 
significant improvement in the lot of back¬ 
ward classes. According to the author, 
the problem must be tackled on a multi¬ 
pronged front with “standardization of 
agricultural wages, mechanisation of tra¬ 
ditional ‘pollusion’ occupation, and diver¬ 
sification of employment and other eco¬ 
nomic activity.” M.B. Nanjappa dealing 
with the problems of area development has 
drawn attention to the comparatively slow 
rate of economic progress in Kamatak as 
compared with Punjab, Maharashtra, 
Gujarat and Tamil Nadu. He does not 
find its explanation in the comparative 
level of natural resources in these states 
and argues that economic development is a 
social process determined by a variety of 
social, religious and cultural practices. It 
is in this field therefore that the author 
would like research directed. Nanjappa’s 


paper illustrates the importance of an 
inter-disciplinary approach to the problem 
of economic development. 

The sixth section deals with the prob¬ 
lems of planning for development. H.S. 
Nagaraj has pleaded for planning machi¬ 
nery not only for preparing plan but also 
to look after plan implementation. P.R. 
Misra and V.K. Nataraj deplore the fact 
that “local and regional studies rarely 
find a place in our teaching and research 
programmes.” They have made a stivtig 
case for paying more attention to area and 
sub-area planning, and decentruli/at on 
and coordination of sectoral with spatial 
planning. D.M. Nanjundappa links up 
his advocacy of using local self-government 
bodies as instruments of economic dev¬ 
elopment with the need of integrated 
spatial dimensions for formulating the 
hierarchy of national planning. He has 
made a strong plea for active implemen¬ 
tation of the two-way process of planning 
from below and from above, instead of a 
uniform application of development pro¬ 
grammes all over the state irrespective of 
their suitability to local physico-geogra- 
phical conditions or their soc»a! needs, 

political awareness 

H.D. Lakshnimarayana on the contrary 
has come to the conclusion that while 
panchayat raj has increased political 
awareness in rmai areas, it has led to in¬ 
creased factional conflicts and has not 
resulted in speeding up the process of eco¬ 
nomic development at local levels. The 
two conflicting views expressed in this re¬ 
gard indicate the need for further research 
in this field before a remedial action is 
taken in one wav or \ he other. 

The seventh and last section deals with 
the possibility of using social science re¬ 
search for speed me up economic develop¬ 
ment. Ragipurohit is of the opinion that 
research work in agricultural economics 
pertinent to karnatak is scanty anti 
sketchy and has not identified the central 
issues in regional agricultural develop¬ 
ment and not attempted to pursue any 
problems systematically. 

Who can say that experiences contained 
in these papers aic peculiar to only the 
state of Karnatak 1 It. is these common 
experiences, problems and challenges that 
make thh book of common interest to all 
the Indian readers. What is also clear 
from all the papers and the seminar is the 
crucial importance of planning at the state 
level in the nation's system of overall 
planning through its planning commission 
and their five-year Plans. Dr V.K.R.V. 
Rao who has moved from Delhi where he 
was concerned with macro-level planning 


to Bangalore has done well to hold Lhis 
seminar emphasising micro-level planning 
for a vast and variegated country like 
India. 

CONSTRAINTS ON GROWTH 

Punjab, Haryana and Delhi Chamber of 
Commerce and Industry organised a con¬ 
ference on “Company Law and Industrial 
Development” at Delhi on December 27 
and 28 1974. This bonk Corporal cl.aw and 
Industrial (irowth contains the extremely 
valuable proceedings of that conference. 

The Companies Act. 1956 has the dubi¬ 
ous distinction of being the bulkiest and 
very complicated piece of legislation. 
With the enactment of the Companies 
(Amendment) Act. 1974, it has become 
wider in coverage and in some areas even 
ambiguous and rigid. The amendment 
empowers greater official interference in 
day-to-day operations of the corporate 
undertakings. 

The objectives of the Companies Act, 

1956 were: maintenance of minimum 
standards of business integrity and con¬ 
duct in the promotion and management 
of companies: full and fair disclosure of 
all reasonable information relating to the 
affairs of the company: effective partici¬ 
pation and control by shareholders and the 
protection of their legitimate interests: 
enforcement of proper performance of 
their duties by company managements: and 
power for intervention and investigation 
into the affairs of a company where it 
is being managed in a manner prejudicial 
to the interests of the shareholders or to 
ihe public interests. 

The Companies Act. !95(> was amended 
several times. A very important amend¬ 
ment was the Commpames (Amendment) 
Act. 1974. With the mass added to the 
bulky legislation, the Act has become much 
complicated and complex and compliance 
with its provisions is becoming a hercu- 
lian task. While there is no finality in a 
matter such as the Company Act, and 
amendments will be necessary from lime 
to time, it is essential at the same time to 
ensure that the law does not hamper the 
growth impulse while at the same time 
achieving national economic objectives 
and goals. The objective of the conference 
was to highlight areas in the law which 
might cause hardship to the corporate 
sector. The conference chose four topics 
which, according to it are ‘the hard area' 
in the C ompanies and MRTP Acts. 

The first aspect on which the conference 
concentrated was ‘the concept of group', 
‘same management’ and ‘interconnection' 
under the Companies and MR I P Acts. 
The conference was of the opinion »hat the 
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definitions of these terms arc vague and 
uncertain. Two companies which arc en¬ 
tirely remote and unconnected may come 
to be deemed interconnected for the above 
acts. Also, there might be varying inter¬ 
pretations of the term ‘group' and ‘same 
management* by the Company Law Board 
and MRTPC. This might impinge on the 
efficient functioning of the corporate sec¬ 
tor. 

The second topic on which the confe¬ 
rence debated was ‘Reporting and Dis¬ 
closure in Companies Accounts'. A ple¬ 
thora of information is required to be 
given under the revised provisions of the 
Companies Act (e.g. details of raw mate¬ 
rials consumed, number of persons 
drawing Rs 3,000 and above per month, 
etc., etc.). The conference submitted that 
the company might have arrived at a 
process of optimum utilisation of raw 
materials after years of long experience 
and research which it has the right to re¬ 
serve like a ‘patent'. The conference was 
of the opinion that “while supplying of 
such information to the government is 
not disputed, it is essential that the in¬ 
formation is kept confidential, as open 
publication of such data would be deteri- 
mental to a healthy development of the 
corporate sector.” 

The third topic that drew attention of 
the participants of the conference was 
“Controls on Corporate Management un¬ 
der the Companies Act: Penalties and 
Prosecutions.” While the conference 
had no sympathy with companies indulg¬ 
ing in fraudulent practices, and it was not 
in favour of the concept of ‘no control 
zone', it was also of the opinion that the 
level of control should not retard the pace 
of growth, and controls should not gene¬ 
rate into instruments of narrassment. 

multiplier effect 

The last topic chosen by the conference 
for discussion was “Intercorporate loans 

and investments.role in economic 

growth.'* The conference was of the 
opinion that intercorporate loans and in¬ 
vestments have a multiplier effect on the 
growth of the corporate sector and hence 
on the economy. It w'as fell by the parti¬ 
cipants that the present restrictions on 
them go counter to this. 

In ihe light of the discussion, the con¬ 
ference has made a number of recommen¬ 
dations. For example, the conference felt 
that ‘Government should lay down guide¬ 
lines in regard to the determination of 
‘grot p* and ‘control'. The conference also 
suggested that “Companies should be 
given an opportunity of being heard be¬ 
fore a decision is taken as to whether they 


are interconnected under the MRTP Act, 
1969.” 

From the deliberations of the conference, 
it is clear that all their recommendations 
aim at a fine balance between ensuring 
that the corporate structure is not mis¬ 
used by dishonest manipulators and that 
of protecting the efficient, competent and 
innocent managements of companies 
from undue and unnecessary harrassment. 

Proceedings and debates as recorded in 
this book make interesting reading. The 
participants were also businessmen and 
people of experience with the consequence 
that the debates carry a ring of authority 
and explain to the lay render* the comp¬ 
lexities of the company law and the hurd¬ 
les which corporate sector has to face 
in its functioning. The approach is always 
constructive and it is hoped, since Mr 
IJ.R. Gokhale. union minister of Law, 
Justice and Company Affairs was present 
at the conference, that some of the sugges¬ 
tions would receive consideration of the 
government so that the corporate sector 
is in position to make rapid progress and 
contribute substantially to the production 
of wealth which after all is the need of 
the hour. 

CHOICE OF TECHNOLOGY 

It is accepted on all hands that the 
choice of technology is one of the key 
instruments of a development strategy. 
But the field of ‘appropriate technology* 
is still a virgin field awaiting critical 
study 

According to the author. “The employ¬ 
ment implications of technological choice 
in a development strategy can be usually 
examined in terms of either of those which 
call for the spread of new knowledge 
(innovations such as new seed varieties, 
the development of new intermediate 
technologies), or of those which involve 
putting to use existing knowledge through 
an adequate institutional and incentives 
structure and pricing policies regarding 
factor* inputs and products.” 

This study Employment Technology and 
Development by Prof Amartya Sen falls 
into the second category. This is an ana¬ 
lytical work intended to provide “a 
conceptual framework and guidelines for 
further work in the field.” The analysis 
attaches great importance to institutional 
factors and to economic and political 
considerations. It is maintained that 
“even if appropriate technological alter¬ 
natives are known to exist and are econo¬ 
mically efficient, they are unlikely to be 
easily disseminated and applied unless 
adequate decision-making criteria institu¬ 
tions and policies arc introduced to change 


the factor and product-mix in favour of 
greater labour intensity and employment 
operation”. Prof. Sen’s study confirms 
how important it is for appropriate institu¬ 
tions and policies to accompany identifica¬ 
tion of feasible technological alternatives. 

Important guidelines which flow from 
Sen's study are worth mentioning. The 
household production inodes which are 
prevalent in agriculture and services in 
developing countries have important im¬ 
plications for the utilisation of technologies 
with domestic non-wage labour which 
may not be available for factory labour. 
This field is being investigated at present 
by ILO. 

implications of study 

Another implication of Sen's study is 
that “too much emphasis shouM not be 
placed on the development of new inter¬ 
mediate technologies through research 
and development. According to Sen, 
“The view that the past menu is basicaily 
‘unappropriatc' and we must rely on 
‘making' our own technology by looking 
lbi it... is not always a vcr> useful app¬ 
roach.” 

In Part V of the book dealing with em¬ 
ployment, technology and evaluation, the 
author sets out principles and criteria 
for estimation ‘shadow’ prices required to 
determine socially optimal techniques and 
to evaluate the gains from specific pro¬ 
jects to migrants, peasant families and 
society in terms of increases in income, 
savings and employment. Thus the fine 
distinction which Sen makes between 
various aspects of employment problem is 
illuminating and stressing the fact thatonc- 
dimcnsional measurement of emplo>meni 
is likely to be a misleading and inadequate 
basis for employment policy. Another 
policy implication flowing from Sen’s 
analysis is that of schemes which can be 
designed in such a way that work can be 
done outside the wage system and the 
institutional wage rigidities need not 
conflict with the expansion of employ¬ 
ment. 

According to the author, poor 
project planning and design, administra¬ 
tive rigidities, inadequate analysis of the 
nature of the employment problem and 
lack of appropriate criteria for selec¬ 
tion of projects have often resulted 
in public employment schemes failing to 
meet their objective of helping the poor 
below the poverty line. The author is 
also of the opinion that some knowledge 
of the size and distribution of different 
income groups below the poverty line is 
necessary if the public employment policy 
of helping the really poor is to bear fruit. 
Another implication of Sen’s study is the 
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important role which shadow prices can 
play in the choice of appropriate techno¬ 
logies. He maintains that “pricing sig¬ 
nals, if communicated to the decentra¬ 
lized manager or project evaluator, will 
induce him to take right decisions regard¬ 
ing technological choices." Thus an app¬ 
ropriate incentives structure is an essen¬ 
tial prerequisite of an adequate employ¬ 
ment policy. 

Prof Sen’s arguments in this book can 
be summarised by stating that “economic 
policies, if formulated in isolation from 
the specific political, social and institu¬ 
tional context, arc almost bound to 
flounder." This means various non¬ 
economic aspects arc of crucial impor¬ 
tance for employment policies in develop¬ 
ing countries. 

Amartya Sen has carried out the analy¬ 
sis of the problem of * Employment Tech¬ 
nology and Development* at a very so¬ 
phisticated level. While this is good as a 
logical excrete and for deriving academic 
pleasure from model-building, one is in¬ 
clined to believe that u little less rigorous 
analysis and at a lower level of sophisti¬ 
cation will do for less developed countries 
like fndia whose problems are really much 
simpler and more straightforward. Prof 
Amartya Sen, working as he does in the 
London School of Economics, has brought 
to bear on Indian problems an approach 
that would be relevant in developed count¬ 
ries such as the United Kingdom. One will 
certainly enjoy reading the book for its 
subtle sophistication, all the while won¬ 
dering in one’s mind whether all this com¬ 
plex analysis and hair-splitting is really 
necessay and relevant for India. 

PERIOD OF CRISIS 

This century has already faced crises 
of vast dimensions straining human capa¬ 
city in its efforts to provide adequate and 
successful responses — World War 1, 
the globai economic crisis of 1929-33* 
and the Second World War of 1939-45* 
The world is entering the fourth period 
of tremendous crisis which is threatening 
to engulf boih the developed and de¬ 
veloping countries in the free world. This 
crisis covering nearly three quarters of 
the world’s population is more acute and 
with potential consequences that are more 
devastating, in case of our failure to 
meet it successfully. The US and World 
Development ~ Agenda for 1975 is con¬ 
cerned with these challenges focusing 
attention on Agenda for Action 1975 and 
a corresponding opportunity to construct 
a new relationship between the rich count¬ 
ries of the world’s north and the poor 
countries of its south. 

The authors have concentrated on 


three major challenges which are high¬ 
lighted in this book. The first is the 
need to renew the United States’ former 
sense of urgency in the campaign 
against gross human inequality. The 
authors are firmly of the view that major 
progress on this front is possible within 
this century, if the United States per¬ 
severe. For example, the industrial count¬ 
ries of the north can and should add, ac¬ 
cording to the authors, $ 2 billion of de¬ 
velopment assistance annually over the 
level provided in 1973 for the Fourth 
World of poorest countries, and the 
OPEC countries should match that effort 
of the United States. Also beyond this 
emergency need, there are vast opportuni¬ 
ties to improve international economic 
systems so that they not only serve the 
needs of all the countries better but also 
allocate more resources to the poor 
countries. 

The second major task emphasised in 
this book is “the need to respond to the 
challenge from the south with such in¬ 
genuity that all parties gain." Accord¬ 
ing to the authors, this means that the 
too frequent v je w of the United States 
that this challenge is a “zero-sum game" 
— for example in the energy negotiations 
or in the United Nations General Assem¬ 
bly — must be laid aside in favour of a 
broader internal tonal vision. 

The third major task is the importance 
of creating or redesigning institutions to 
deal with the problems that have over¬ 


whelmed many existing institutions which 
are analysed in this book in great detail 
in the chapters on food, trade and petro¬ 
dollars. This task will require the United 
States and other nations to take a new 
and comprehensive view of the kind of 
world they want to see evolve. Chapter 
IX deals with such a long-range perspec¬ 
tive identifying some of the elements of 
the kind of ‘global compact’ needed to 
improve the distribution of income and 
economic opportunity both within and 
among nations. 

There is a global crisis in practically 
ever sphere — food, population, energy, 
military expenditure, international trade 
and the demands of the poor nations for 
a greater share of power and profit and 
for participation as more equal partners 
in a reformed international order. Many 
of the familiar symbols of security so 
much cherished in the industrialised na¬ 
tions — perpetual growth, expanding job 
opportunities, inexpensive transport,hap¬ 
py surrounding and congenial environ¬ 
ment can no longer be taken for gran¬ 
ted. The old world security has gone 
forever. The world is moving fast and the 
pace of growth has quickened to a point 
where the institutions that man had 
fashioned some time ago are not in a posi¬ 
tion to handle the situation. The world 
needs human institutions that could 
anticipate, adapt and act on truly globai 
basis. This seems to be the only hope for 
the survival of man on this planet. The 
authors firmly believe that none of these 
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challenges will be easy, but their solutions 
are possible and ‘"no more difficult to 
achieve than those of the post-World 
War II era that is now passing.** 

This is certainly one of the most stimu¬ 
lating books taking human mind beyond 
the narrow national coniines and making 
it see the vast human problems in the 
international perspective. National eco¬ 
nomies arc closely interlinked with one 


another so much so that global perspec¬ 
tive is the only proper perspective that 
would help mankind to surive. The merit 
of this book is that even the fervent 
nationalist would be convined of the 
necessity of the global approach to 
all problems at the present. Ihis global 
approach is the role the authors prescribe 
for the United States. Let us hope that 
the United States will have the sanity to 
appreciate and follow this approach. 


Media India 


Media India : a quarterly devoted to mass communication, edited by Mr 
I.T. Karamchandani and published by him at D-273, Sarvodaya Enclave, 
New Delhi 110 017, Price Rs 25. 


The inaugural issue of this journal, 
which is for the quarter April-June 1975, 
was released by Mr Jagjivan Ram, minis¬ 
ter for Agriculture and Irrigation, at a 
pleasant function at the Press Club, New 
Delhi, lust month. Presenting the purpose 
and programme of this journal, the editor 
says : 

“In the coming times, 'Media India ’ 
would aspire to disseminate informa¬ 
tion about the Media and the Media 
men. in the future issues it will have 
many departments, for example. Media 
Electronic -T.V., Films, and the Ra¬ 
dio; Media Print—newspapers, jour¬ 
nals, magazines, books, printing tech¬ 
nology; Media Traditional—folk danc¬ 
es, songs, plays,puppetry and mimicry; 
Media Graphics--fine arts, photo¬ 


graphs, sculptures, exhibitions; Me¬ 
dia Men-media practitioners, media 
researcher and media administra¬ 
tors, and lastly Media Around the 
World—news about media beyond our 
frontiers." 

The inaugural number is devoted to the 
International Women’s Year and it has 
a supplement carrying a number of articles 
or papers relating to this theme. Jls 
main section discusses various aspects 
of mass communication. Contributors to 
this section include professionals' such 
as Dr Pramod Vyas and Mr Ajit S. Gopal. 
There are other interesting articles by, 
among others, Mr H. C. Sarin and Mr 
Mohan Sundara Rajan. 

We wish this journalistic venture good 
luck and a bright future. 


Book of reference 

Manorama Year Book 1975: Published by the Manorama Publishing House, 
P.B. No. 26, Koitayam-1, Kerala State; Pp. 808; Price Rs 15. 

Reviewed by B. Ganapathy Sarnia 


The Manorama Year Book 1975 has 
completed ten years with this edition. 
Within this short period the year book 
has firmly established itself as the top¬ 
most publication among its rivals. As a 
year book it is exceptionally different 
from other year books. It bears its own 
individuality, uniqueness and distinction. 
A special significance of this remarkable 
publication is that every topic is dealt 
with in the form of an article which gives 
not only excellent background informa¬ 
tion on the subject but also the latest 
available data, it is thus a "backgroun¬ 
der” and a “foregroundcr” combined. 
Besides exhaustive treatment, massive 
information have been packed into this 
volume which makes it extremely interest¬ 
ing and quite informative. In step with 
the demands of times the publishers have 
paid particular attention not only to cover 
as wide a range of topic as possible but 
also to cover in depth all information. 

A cursory glance of the synopsis will 
convince the reader of the vast multitude 
of topics, which in their range may simply 
be termed encyclopaedic. The topics are 


covered in five sections. The "space” and 
the "world” are dealt with in the first two 
sections. The third section on 'India* 
presents a panotamic view of modern 
India in all its aspects — political, econo¬ 
mic, social and cultural. Besides elabo¬ 
rate treatment, copious statistical and 
economic data have been provided when¬ 
ever necessary. This is followed by the 
'sports and games* section. The 'general* 
section* contains information on all and 
sundry topics. As population explosion 
is the topic of the day, it is treated as a 
special feature in the year book. This 
feature traces the growth of population 
theories from Malthus down to present 
days and expounds the difficulties that are 
being encountered in tackling the popula¬ 
tion problem in different countries. 

Such wealth of data on India, the world 
and the cuter worlds has rarely been so 
systematically assembled, discussed in 
detail and nicely displayed in an year 
book. Considering the range of informa¬ 
tion it contains there is no doubt that 
this handy compendium will certainly 
prove as a useful book of ready reference 


and as an invaluable and indispensable 
publication to busy executives, journa¬ 
lists, research scholars and university 
students in particular and educational 
institutions in general. 

Books received 

All the Bank's Men: S.L. N. Simfta; Pub¬ 
lished by the Registrar, Institute for 
Financial Management and Research, 
Madras-600034; Distributors; Vora 
and Co. Publishers Private Ltd, 3 Round 
Building, Kalbadevi. Bombay-400002; 
Pp 140; Price Rs 15. 

Elementary Education in India , A Promise 
to Keep: J.P. Naik; Allied Publishers 
Pvt Ltd, 13/14 Asuf Ali Road, New 
Delhi-110001; Pp. 98; Price Rs 10. 

Legal Aspects of Development Banking 
(Proceedings of a Seminar ): Published 
by the Secretary, Management Dc- 
lopment Institute, A-21, Palam Marg, 
Vasant Vihar, New Delhi-110057; Pp 
198; Price Rs 16.00. 

Alternatives , A Journal of World Policy 
{Vol I No. I): Editor Rajni Kothari; 
Publishers and Sole Distributors in 
India: Allied Publishers Private Ltd, 
13/14 Asaf Ali Road, New Delhi; 
Pp. 158; Subscription for India 
Rs 40 per volume. 

Land Reforms' in India: Trends and Pers¬ 
pectives: P.C. Joshi; Allied Publishers 
Pvt. Ltd, New Delhi-110001; Pp 181; 
Price Rs 15. 

Marxian and Post-Marxian Political 
Economy: Arun Bose; Penguin Books 
Ltd, Harmondsworth. Middlesex, Eng¬ 
land; Pp 330; Price US 55.95. 

Education and Economic Growth : S.C. 
Goel; The Macmillan Company of 
India Ltd; Pp 158; Price Rs 45.00. 
Agrarian Strategy in India : Uday Mehta; 
Vora and Co. Publishers Pvi. Ltd, 3 
Round Building, Kalbadevi Road, 
Bombay-2; Pp 200; Price Rs 30. 

Prospects of Industrial Development in 
Rajasthan: Edited by K.L. Jain, Hono¬ 
rary Secretary, Published by the Rajas¬ 
than Chamber of Commerce and In¬ 
dustry; Pp 454; Price Rs 25. 

Financial Assets and Instruments for Mo¬ 
bilisation of Saving: D.T. Lakdawala and 
RJ. Mody: Published by the Sardar 
Patel Institute of Economic and Social 
Research, P.O. Box 4062, Navrangpura, 
Ahmedabad 380009; Distributed by 
Popular Prakashan, Bombay; Pp 100+ 
xii, Price Rs 20. 

Financial Performance of Companies: 
ICICI Portfolio—1973-74: Published 
by the Industrial Credit and Investment 
Corporation of India Ltd., 163 Backbay 
Reclamation, Bombay 400020; Pp 
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TRADE 

WINDS 


Investment Slackens 

Investment in important in¬ 
dustries such as automobile 
tyres and tubes, paper, ferti¬ 
lisers, cement* textiles and 
sugar have slowed down in 
recent years because of high 
capital costs, according to a 
survey conducted by a public 
finance institution. Accord¬ 
ing to the suivey, over the 
last few years, the general in¬ 
flationary situation, particu¬ 
larly in machinery items and 
the impact of the various 
changes in the cunency parity 
rales have resulted in raising 
the capital investment needs 
in the case of a number ol 
products. In many industries, 
no significant technological im¬ 
provements have emerged to 
compensate the effect of high 
capital outlay by increasing 
productivity. 

Thus in comparison with 
the existing established units 
in the industry, new projects 
start with a substaiiial disad¬ 
vantage with regard to pro¬ 
fitability. In may new cases, 
the estimated profitability 
falls well below the level of 
acceptability. The survey 
observes that since capital 
costs have risen sharply 
during the last three or four 
years, the viability and com¬ 
petitive ability of new pro¬ 
jects have been seriously 

jeopardised. It suggests that 
some positive steps like relief 
from excise duty for five 

years, after such industries 

go into production would 
help them to hold their 

ground with the established 
units in the field. 

Oil know-how to Libya 

Formation of a joint Indo- 
Libyan company for main¬ 
tenance of oilfield equipment 
and provision of oilwell ser¬ 
vices in Libya is envisaged 


in the protocol signed by 
the Indian petrochemical 
delegation with the Libyan 
authorities. The protocol 
also provides for supply by 
India of technical manpower 
and training facilities to Lib¬ 
yans in the field of oil. Legi¬ 
bilities of establishing joint 
ventures and petrochemical 
plants in Libya are also in¬ 
cluded in the protocol. The 
two countries have at*feed 
to undertake detailed studies 
on the selling up of industries 
such as fertilisers, caprolactam. 
DMT, pesticides, drugs and 
pharmaceuticals, product «*f 
which will find a market in 
India. 

At the request of Lib\:«\ 
Petroleum minister, Mr 
r&uk, the Indian delegate-i 
agreed to conduct a techim- 
cconondc study fora mcthain i 
derivative plant. The pivAocv 1 
noted that the Oil and Natural 
Gas Commission was cor,- 
sidering the offer of oil explo¬ 
ration in Libya as also 
readiness to supply two miliim, 
tonnes of crude to India 
as agreed to earlier. 1l,e 
Libyan authorities base pu- 
mised to give necessaiy pro¬ 
tection to the proposed jomi 
company to ensure its growth. 
They might seek India's 
cooperation in the construc¬ 
tion of 400 kin western descit 
crude pipeline and a new o,l 
terminal. 

ONGC’s Venture 
in Egypt 

The Oil and Natural Gas 
Commission has decided to 
send a team to Egypt to stud, 
the possibility of entering inb 
a joint venture for oil ex¬ 
ploration in that country. 
Egypt is not traditionally & 
major oil producer, but re¬ 
cently a huge field was dis¬ 
covered at Ramadan. Several 
new areas to the north of this 


field arc now going to be 
leased out by Egypt for oil 
exploration on a production 
sharing basis. The ONGC 
team will study the available 
data for these new areas. 

National Product Bank 

A national pioduct bank 
which will furnish instant 
information on Indian tech¬ 
nology, products and manu¬ 
facturer is being set up by 
the National Data Institute. 
The bank, the first of its 
kind in developing countries, 
will cover 30,000 products 
and processes. 

Industrial Relations 
Panel 

The labour ministry has 
set up a 21-number national 
committee to sort out pro¬ 
blems of industrial relations 
in the private sector. The 
commitlec consisting of re¬ 
presentatives of organisations 
of labuui and employers is 
expected to motivate workers 
to increase productivity and 
production and shall help 
the government resolve iela¬ 
ted issues. The workers ie- 
picscnlativcs have been chosen 
from the INT’JC, the AITL'C 
an the HMS. The committee 
will meet pciiodicallv to re¬ 
view the situation and seek 
to preserve industrial peace. 

Indo-Mexican 

Collaboration 

India and Mexico have 
exchanged letters confirming 
agreement on collaboration 
between the respective natio¬ 
nal institutes of foreign trade. 
The letters envisage that 
the Indian Institute of Fore¬ 
ign Trade and .he Mexican 
Institute of’Foreign Trade 
will extend to each other the 
widest mutual collaboration 
regarding exchange of infor¬ 
mation on market prospects 
in both countries and will 
furnish to one another, upon 
request, the studies conducted 
by cither side on markets for 
specific goods and services. 

The two sides exchanged 
lists of commodities which 
they could offer to each 
other. At present, India's 
main export to Mexico arc 
juste manufactures, shellac, 
scientific, medical, optical, 


measuring and controlling 
instrument, and apparatus, 
medical and pharmaceutical 
products, pearls, precious and 
semi-precious stones, machi¬ 
nery, burlap and palm fibric. 
The new list offered to Mexico 
according to the current agree¬ 
ment, however included some 
more sophisticated and non- 
traditional items which might 
prove competitive in Mexican 
markets. Major items of 
imports from Mexico are 
phosphoric acid, refined lead, 
fuel, oil citric acid, motor 
oil and some vegetable fibric. 
The two sides agreed to hold 
trade fairs in each others 
country. 

A cultural agreement was 
also signed in New Delhi 
between India and Mexico. 
The agreement envisages co¬ 
operation in the fields of cul¬ 
ture, art. education including 
academic activity in the field 
of science, mass media of in¬ 
formation and non-profes¬ 
sional sports and games. The 
agreement visualizes the sett¬ 
ing up of a joint committee to 
keep under priodical review' the 
working of the agreement 
and for formulating exchange 
programmes. 

Indo-Swedish Economic 
Relations 

Although trade relations 
between Sweden and our 
country were established 
during the 18th century 
through the Swedish East 
Asiastic Company, trade has 
never been of a very large 
volume. It lias however stea- 
dil> increased (except for a 
decline in 1974) and develop¬ 
ed in both directions. India's 
total trade with Sweden 
now represents 0.7 per cent* 
Sweden's exports to India 
rose steadily from Rs 29 
erores in 197i to Rs 45 crores 
in 1972 and further up to Rs 
46 crores in 1972 but it dec¬ 
lined to Rs 32.2 crores in 
1974. whereas India’s export 
to Sweden went up from 
Rs 14 crores in 1971 to Rs 
22 crores in 1973. A furthei 
rise to Rs 25 crores was 
recorded in 1973 but dropped 
marginally to Rs 20.2 crores 
in 1974. 

About 40 per cent of 
Sweden’s exports to India 
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consist of industrial equip¬ 
ment and machinery. Other 
important export products 
are iron and steel (mostly 
special steel), certain chemi¬ 
cal products and newsprint. 
More than 60 per cent of 
our country's exports to 
Sweden consists of textiles. 
Foodstuffs (shrimps), leather, 
coffee and tea and handi¬ 
crafts are also important 
items. Although Indian 
exports to Sweden and Swe¬ 
dish exports to India had 
increased substantially in the 
last few years, trade between 
the tw'O countries still has 
not reached its full potential. 
It is felt that an increase 
and diversification of Indian 
exports to Sweden would 
have a favourable elTcct on 
bilateral trade between the 
two countries. 

Indo-Swedish 

Collaborations 

A number of Indo-Swedish 
joint ventures have been es¬ 
tablished in India since the 
1920s. The Western India 
Match Co (WIMCO) has 
several factories all oyer 
India. Other important joint 
ventures are Associated Bear¬ 
ing Co Ltd (ball bearings). 
Atlas Copco (India) Ltd (air 
comspressors), Kanihal India 
Ltd (precision castings), 
Sandvik Asia Ltd. (Tungsten 
carbide products and tools), 
Siporcx India Ltd (cellular 
concrete) and Vulcan-Lava I 
Ltd (dairy equipment etc) all 
located in Poona, Kanihal 
India Ltd (resistance wire) 
located in Varanasi, S. F. 
India Ltd (air treatment 
equipment etc), Ericsson 
India Ltd (telecommunica¬ 
tion) located in Calcutta and 
Faeit Asia Ltd (adding and 
calculating machines) located 
in Madras. At present there 
are 2S ‘active' Indo-Swedisli 
collaborations with an annual 
turnover of well above 3912 
million rupees (total turnover 
of Indian firms collabora¬ 
ting with Swedish parties). 
The pr od uci s manufactured 
by these vemures not only 
serve to meet the domestic 
market s demand but also 
earn foreign exchange for 
India from exports. 

Meanwhile the commercial 


section of the Swedish em¬ 
bassy in India has just brou¬ 
ght out a* third edition of 
Swedish collaborations in 
India. The collaborations 
are broadly classified as equity 
participation, techinical know¬ 
how or royalty accnrdiJg to 
the nature of individual agree¬ 
ments. and in a few cases 
such agreements have expired. 

There are a few more 
Swedish collaborations in 
India which are yet in the 
finalisation stage and there¬ 
fore such names have not 
been included in the current 
list for want of complete 
details. 

Inflation Rate Arrested 

The rate of inflation has 
finally turned negative and 
prices are lower than they 
were a year ago. The whole¬ 
sale prices index (with the 
year ended March 1962 as 
100) during the week ended 
July 5, 1975, declined by 0.1 
percent to 310.2 as against 
310.6 for the previous week. 
The all-commodities index 
at this level was lower by 0.9 
per cent when compared to 
both the corresponding weeks 
of the earlier month and that 
of a year ago. Despite the 
government's decision to in¬ 
crease the price of coal by 36 
percent, of coke by 18 per 
cent, and of iron and steel 
by two per cent from July 
1. it is indeed significant that 
prices were lower than last 
year. The fall in the all-com¬ 
modity index would have 
been 0.7 per cent as compared 
to the past week if the rise 
in the prices of coal, coke 
and steel were excluded. 

West Poised for 
Recovery 

Major Industrial countries 
seem poised for a ‘•moderate 
recovery” of output over the 
next twelve months ending June 
1976, with an average annual 
rate of consumer price in¬ 
creases still around eight per 
cent, half of last year's peak, 
according to the latest 4 * Eco¬ 
nomic Outlook” from OECD. 

The “Outlook”, however, 
does not foresee any easing 
of the highest unemployment 
since World War II now re¬ 


corded—about 15 million— 
in OECD area comprising 
the USA, W. Germany, Japan, 
France, the UK and other in¬ 
dustrialised countries. 

For non-oil developing 
countries, OECD’s paper as¬ 
sumes a widening of the 
deficit on current account 
(including aid transfers by 
some five billion dollars in 
1975 over the previous year’s 
level. The effect of declining 
world trade, resulting from 
recession, on the balance of 
payments has been striking, 
strengthening the positions of 
some big countries but 
creating “growing difficulties” 
for other OECD countries 
and non-oil developing count¬ 
ries. 

The deficit of OECD as a 
whole, would grow this year 
because real decline of im¬ 
ports and the terms of trade 
improvement might have kept 
the area’s combined current 
deficit below the annual rate 
of five billion dollars in the 
first half of 1975. The reco¬ 
very of OEC D demand would 
coincide with the need for 
non-oii developing countries 
to bring their imports down 
more into line with their 
export revenues. 

Modest Recovery 

At the same time the 
paper calls for the stronger 
industrial countries, now 
entering a period of modest 
recovery, to lead the upswing 
instead of waiting for exports. 
While the weaker (OECD) 
countries must wait, such 
an attitude, if adopted also 
by the more strong placed, 
would be “self-defeating”— 
at a time when the volume of 
OECD imports had been 
falling by over ten per cent a 
year. 

An assesment of the exter¬ 
nal position of non-oil deve¬ 
loping countries concludes 
that, overall, the “above 
average” gains of these coun¬ 
tries from 1971 to mid-1974 
may not be completely eroded 
until mid-1976. In the early 
1970s, both export revenues 
and imports were significantly 
above the long-term trends of 
the sixties and from mid-1974, 
the external position reflects 
the exceptionally unfavourable 


developments resulting from 
both the oil price increases 
and OECD recession. 

OECD does not see any 
significant further easing of 
industrial material prices in 
the next 12 months while 
falling basic food prices, if 
conveyed to the retail level, 
could help in somec ountries. 
For the OECD area as a 
whole, the inflation rate 
would level ofT at around 
eight per cent in 1975 before 
there is any decline in the his¬ 
torically high unemployment 
rates. 

Easing of Inflation 

Reviewing developments of 
the last six to nine months, 
the OECD paper m»tcs a 
marked casing of inflation 
coupled with the sharpest 
decline in output. By the 
first quarter of 1975, Indust¬ 
rial output had fallen from 
it» last peak by some 20 per 
cent in Japan. 10 to 15 
percent in the USA. W. Ger¬ 
many, France and Italy and 
five per cent in the UK. In 
the 18-nu>nih recessionary 
period from the second half of 
1973, GNP probably fell by 
about 7 A percent in the United 
States and virtually stagnated 
in ihe rest of the OECD area 
taken together. 

The recession certainly 
contributed to a moderation 
of the rate of inflation. In the 
six months ending in May 1975 
rise in the OECD consumer 
prices dropped back to an 
annual rate of about 10 per 
cent from the 15 per cent 
rate experienced just before 
the new year. Th is improve¬ 
ment reflected declining raw 
material and food prices, the 
stabilisation of oil prices, 
moderation in domestic pric¬ 
ing behaviour and some slow¬ 
down in wage increases. 

Latest available indicators 
suggest, OECD says, that the 
bottom of the recession has 
now been passed in Japan, 
while various elements appear 
to be “in place for some reco¬ 
very to start around mid¬ 
year” in the United States. 
The forecasts suggest increases 
in GNP of all the largest 
OECD economies except the 
UK and Italy in the second 
half of 1975 continuing into 
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the first half of 1976. The 
USA and Japan may record 
around five per cent increase 
between the halves of 1975 
and 1976 and W. Germany a 
three to four per cent increase. 
Output in France and a 
number of smaller count¬ 
ries would also pick up 
later this year. In Italy and 
the UK, GNP may stagnate 
or fall further over the next- 
twelve months. 

Discussing the prospects 
for 1976 and 1977, OECD 
says, given the signs of modest 
recovery, the rate of inflation 
in OECD area averaged at 
eight per cent in the coming 
twelve months might get 
stabilised in the range of five 
to seven per cent in the next 
three to four years. This 
would depend on commodity 
prices—food price trends 
being dependent partly on 
the vagaries of nature—but 
so far as Industrial raw mate¬ 
rials are concerned, the large 
spare capacities and stocks 
accumulated in the current 
, recession should maintain 
supplies for two or three years. 

ECGC 

The Export ( red it and 
Guarantee Corporation has 
liberalised its schemes of cover 
for capital goods exports and 
construction works abroad. 
The corporation will now 
issue insurance policies cover¬ 
ing political and commercial 
risks affecting payments on 
construction works and turn¬ 
key projects undertaken 
abroad for non-government 
undertakings also. The risks 
covered by the corporation 
will be to the extent of 75 per 
cent of the loss. Earlier, the 
corporation was covering 
payment due for works or 
projects undertaken abroad 
only for government agency 
or, if it were for a non-govern¬ 
ment agency, the payment was 
guaranteed by the overseas 
government. 

The corporation has also 
increased the extent of cover 
under its counter-guarantee to 
the banks, against bid bonds 
issued by them on behalf of 
their exporter-clients partici¬ 
pating in overseas tenders. 
The cover has been raised 
from 75 per cent to 90 per 
cent. This has been done to 


meet the difficulties experien¬ 
ced by exporters in obtaining 
bid bonds from their bankers 
particularly for very large 
amounts and when they parti¬ 
cipate in a scries of tenders 
totalling to a very large 
amount, of which only some 
may be successful. 

These two measures of 
liberalisation by the cor¬ 
poration together with the 
guidelines recently issued by 
lovcrnment for exporters of 
capital goods and the flexibi¬ 
lity extended to such expor¬ 
ters to enter into contracts 
for exports of capital goods 
up to a value of rupees fifty 
lakhs without prior clearance 
from the Reserve Bank of 
India and financial institu¬ 
tions in India, would, it is 
expected, give a fillip to ex¬ 
ports of capital goods, turn¬ 
key projects and constructions 
projects abroad. 

IDBI 

Disbursement of assistance 
by the Industrial Development 
Bank of India touched a new 
peak of Rs 212.4 crorcs dur¬ 
ing the accounting year ended 
June 1975, against Rs 162.2 
crorcs in the previous year, 
representing a rise of 31 per 
cent. The assistance sanc¬ 
tioned also touched a fresh 
record of Rs 351.3 crorcs 
coveting 7,656 applications, 
against Rs 221.5 crorcs cover¬ 
ing 3,569 applications. The 
total sanctions under the two 
different schemes namely, re¬ 
finance of industrial loans 
and machinery bills rediscoun¬ 
ting crossed the Rs 100-crorc 
mark each during 1974-75. 

Refinance sanctions more 
than doubled, from Rs 42.1 
crores in 1973-74 to Rs 105.2 
crorcs in 1974-75, the number 
of applications sanctioned in¬ 
creasing by 140 per cent from 
2,684 to 6,454. More than 
three-fourths of the refinance 
sanctions were in respect of 
small-scale industries and 
small roac! transport opera¬ 
tors. Direct industrial assis¬ 
tance sanctioned in 1974-75 
was higher by 36.4 per cent 
to Rs 78.4 crores for 66 pro¬ 
jects, against Rs 57.5 crorcs 
for 49 projects in 1973-74. 
Direct assistance for Rs 25.2 
crores was sanctioned on con¬ 


cessional terms to units in the 
specified backward districts. 

Export finance sanctions 
(excluding foreign lines of 
credit and overseas buyers’ 
credit) picked up at a fast 
pace during the year, totalling 
Rs 33.7 crores, against Rs 10.3 
crores. Sanctions under the 
scheme for overseas buyers’ 
credit, introduced in 1973-74, 
were accorded for the first 
time in 1974-75. for Rs 5 
crorcs. During the year, 
three additional lines of credit 
for an aggregate amount of 
Rs 8 crores were sanctioned 
to Bangladesh, raising the 
total credits sanctioned so far 
to six for Rs 33 crores. 

The total effective sanctions 
sine- the inception of IDBI 
amount to Rs 1,116.1 crorcs 
(excluding guarantees of Rs 
29 crores). The assistance 
actually utilised aggregated to 
Rs 938.9 crores. The assis¬ 
tance outstanding as on June 
Ml 1975 stood at Rs 604.9 
crores, against Rs 468.9 crores 
a year ago. 

In Brief 

The ministry of Industry 
and C ivil Supplies lias an¬ 
nounced that no licence fee 
will now be charged in the 
case of applications for 
diversification in the machi¬ 
nery industry. Such applica¬ 
tions need not therefore be 
accompanied by a treasury 
challan for the amount of the 
licence fee. It may be recal¬ 
led that uptiII now, the appli- 
catons for diversification in 
the machinery industries were 
required to be given in IL 
Form along with a treasury 
challan for Rs 50, which is no 
longer required. 

The government have 
taken a number*of ^organisa¬ 
tional and other measures to 
help the Directorate General 
of Technical Development in 
playing an effective role in 
industrial development. Pro¬ 
cedures have been simplified, 
keeping the stress on speed 
and efficiency. Adequate ar¬ 
rangements for dealing with 
the complaints and grievan¬ 
ces of the public have been 
made and a complaint cell 
has been set up in the minis¬ 
try of Industry and Civil sup¬ 
plies. 

Brig B.J. Shahaney, Secre¬ 


tary (Technical Development) 
and DGTD, speaking at the 
Seminar organised by the 
Association of Indian Engine¬ 
ering Industry (ER) held at 
Calcutta recently, welcomed 
Aid's proposal to set up a 
technical information centre 
for the engineering industry 
under the joint auspices of 
DGTD, CSIR and AIEI to ac¬ 
celerate transfer of technology. 
Mr K. G. Khosla, President 
of AIEI said that this infor¬ 
mation centre could serve as 
a clearing house for products 
developed by CSIR and indus¬ 
try. AIN proposes to pro¬ 
vide the secretarial and the 
administrative services to 
this technical information 
centre. 

Exports to Gull countries 
have recorded a rise of nearly 
278 per cent amounting to 
Rs 193.19 crores during the 
first nine months of 1974-75 as 
compared to Rs 76 57 crorcs 
during the same period last 
year. Recent trends have 
indicated that there has been 
subtantial improvement and 
diversification in the trade 
pattern. 

Ram shah ar in Solan dis¬ 
trict of Himachal Pradesh has 
been selected by the Oil and 
Natural Gas Commission as a 
location for deep drilling 
which is likely to yield signi¬ 
ficant information regarding 
prospects of hydrocarbons in 
certain ports of the Himalayan 
range and its fore-deep. The 
drilling at Ratnshahar is expec¬ 
ted to commence in February/ 
March, 1976. 

The Indian Telephone In¬ 
dustries Limited, a public-sec¬ 
tor undertaking, has a plan to 
locate an electronic unit in 
Goa to manufacture loading 
colls for cables. 

The Association of Indian 
Engineering Industry, in co¬ 
operation with the ministry 
of Commerce, organised the 
first Indian Engineering Trade 
Fair from February 10 to 
March 1, 1975 in New Delhi. 
The lair achieved consider¬ 
able success. As a follow up 
to this export-oriented trade 
fair, AIEI has drawn up a 
programme of trade missions 
to select countries. 
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COMPANY 

AFFAIRS 


Bonus Issue Rules 
Relaxed 

The government has decided 
on a certain relaxation of the 
bonus shares guidelines. This 
follows representation for the 
relaxation of guideline no. 18, 
which inter alia % envisages that 
at any one time the total 
amount permitted to be capi¬ 
talised for the issue of bonus 
shares out of free reserves shall 
not exceed the total amount of 
paid up capital of a company. 

The government has decided 
that relaxation from this guide¬ 
line can be considered on 
merits in respect of companies 
which want to raise capital 
from Indian residents. 

(a) To finance approved sche¬ 
mes of expansion or diversifi¬ 
cation, or (b) which are re¬ 
quired to bring down the fo¬ 
reign shareholdings under the 
Foreign Exchange Regulation 
Act, 1973 for continuance of 
existing business activities. 

In such cases, companies are 
advised that a “composite 
application' 1 , i.e., along with 
the application for issue of 
bonus shares, the application 
for issue of shares to Indian 
residents for cash shall be sub¬ 
mitted to the Controller of 
Capital Issues, which will be 
considered on merits. 

INCAB 

INCAB, The Indian Cable 
Company Limited, has re¬ 
ported, 64 per cent increase 
in exports and 18.5 per 
cent rise in sales which 
jumped to Rs 30.09 crores 
during the year ended March 
31, 1975 from Rs 25.39 crores 
in 1973-74. The profit for the 
year before tax and after de¬ 
preciation amounted to Rs 
285.02 lakhs as against Rs 
153.37 lakhs in the preceding 
year. The dividend recom¬ 
mended at 17.5 per cent ab¬ 


sorbs Rs 82.54 lakhs and trans¬ 
fer to General Reserves is to 
the tune of Rs 103.52 lakhs. 
Out of the proposed dividend 
of 17.5 per cent, 8.13 per cent 
will be payable immediately 
and the balance of 9.37 per 
cent in two equal annual ins¬ 
talments on or after July 5, 
1976 and 1977 respectively with 
interest of 8 per cent per an¬ 
num. The board of directors 
has also recommended an issue 
of bonus shares in the propor¬ 
tion of one bonus share for 
every three existing fully paid 
equity shares of Rs 10 each. 
The bonus issue proposal will 
be placed for consideration at 
the next Annual General 
Meeting of the company on 
September 26, 1975 and if 
approved by the shareholders, 
application will be made to the 
government for necessary app¬ 
roval. 

Larsen and Toubro 

Despite erratic power sup¬ 
plies, shortages of critical raw 
materials, raging inflation, 
fears of recession and other 
challanges, Larsen and Tou¬ 
bro had yet another year 
of commendable performance 
and outstanding achievements. 
The key indicators of sales, 
order booking, production 
and profits during the year 
ended March 31, 1975 regis¬ 
tered significant increases over 
the previous ytfar which in it¬ 
self was a record year. The 
company's success can be at¬ 
tributed to its planned endeav¬ 
our to associate itself with 
the core and priority indus¬ 
tries of the country. It is also 
a rich tribute to the resilience' 
of the L ft T sales and manu¬ 
facturing organisation which 
has withstood the stresses and 
strains caused by sectional set¬ 
backs, adapted itself to chang¬ 
ing situations and achieved its 
sales, production and profit 
targets. 

The turnover of the L ft T 


Group has risen to Rs932 mil¬ 
lion in 1974-75 from Rs 801 
million in 1973-74, an increase 
of 16 per cent. Production 
at its Powai workshops rose 
by 30 per cent. Large and 
valuable orders were booked 
during the year. Its order 
backlog as on March 31, 1975, 
stood at Rs 724 million as 
against Rs 586 million as on 
March 31, 1974. 

Rise in Sales 

L ft T’s own sales for 1974- 
75 amounted to Rs 589 million 
of the total group turnover of 
Rs 932 million. Sales in 1973-74 
was of the order of Rs 435 
million. The rise in sales of 35 
per cent is indeed praiseworthy 
in view of the stagnant condi¬ 
tions in some industrial 
sectors. 

Its sales curve has been a 
steeply rising one over several 
years. Even discounting the 
inflation which has taken 
placets growth of 23 per 
cent in real term is impressive. 
The company has achieved 
this by continuously having 
taken up new projects in areas 
of high technology, taking a 
long-term view and the re¬ 
sult was that the company 
was amply rewarded in all its 
efforts. Exports sales of Lar¬ 
sen and Toubro in 1974-75 was 
to the tune of Rs 21 million. Its 
subsidiary, Engineering Con¬ 
struction Corporation, conclu¬ 
ded successfully contracts for 
consultancy and construction 
in the Gulf area. New activities 
in several directions, such as 
joint ventures abroad, arc re¬ 
ceiving close attention of the 
company. The sugar diffuser 
exported to Malaysia by the 
company has been - installed. 
The project was inaugurated 
in February, 1975 by the 
prime minister of Malaysia. 

The company has in hand 
major lines of expansion which 
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should lead to sizable increase 
in turnover and profit and 
generate further Ainas for fur¬ 
ther investment. The new 
project of Larsen and Toubro 
for manufacturing hydraulic 
excavators at Bangalore in col¬ 
laboration with Poclain S.A. 
of France is making rapid pro¬ 
gress. The first indigenously 
manufactured excavator is ex¬ 
pected to roll out of the fac¬ 
tory towards the end of 1975. 
Meanwhile the company is 
issuing rights shares in the 
proportion of 1:4 which will 
augment the company’s re¬ 
sources by Rs 23.8 million, of 
which Rs 8.9 million will be 
on premium account. These 
funds are intended mainly to 
finance the Bangalore project 
for the manufacture of Poclain 
Hydraulic Excavators. To 
assist the shareholders to sub¬ 
scribing to the rights issue, 
the directors have decided to 
pay an interim dividend of six 
per cent on the equity shares 
on July 10, 1975. 

Sandvik Asia 

Sales of Sandvik Asia Ltd 
recorded a spectacular rise to 
Rs 113.29 million from Rs 
76.62 million in 1973. Exports 
too registered a handsome rise 
from Rs 4.61 million to Rs 
6.27 million in 1974 and the 
exports were to the highly 
competitive markets. During 
the year the company was the 
proud recipient of a Certificate 
of Export Recognition award¬ 
ed by the Engineering Export 
Promotion Council, Calcutta, 
in recognition of the com¬ 
pany’s outstanding perform¬ 
ance in the exports of tunges- 
ten carbide tools during 1973- 
75. The gross profit too re¬ 
gistered a phenomena] rise to 
Rs 35.59 million from Rs 20.32 
million in 1972. 

Out of the gross profit, 
the directors have appro¬ 
priated a sum of Rs 3.39 
million to depreciation reserve, 
Rs 0.30 million to develop¬ 
ment rebate reserve and Rs 
24.50 million for taxation as 
against Rs 3.64 million, Rs 
1.10 million and Rs 10.80 mil¬ 
lion provided respectively in 
1973. This leaves a surplus of 
Rs 7.40 million as against Rs 
4.78 million in the earlier year. 
Out of this surplus, the airec- 
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tors have transferred a sum 
of Rs 0,85 million, being the 
amount equivalent to 10 per 
cent of the profit after taxa¬ 
tion for the year 1974 to the 
general reserve and the balance 
of Rs 6.55 million was carried 
to general reserve No. 2. The 
dividend proposed is also step¬ 
ped up from 20 per cent to 22 
per cent. It will absorb Rs 
2.90 million and will be paid 
out of the general reserve 
No 2. 

As far as the substantial 
expansion and modernasation 
is concerned the company has 
received clarifications from the 
government with respect to 
certain terms and conditions 
and, as a result, both the com¬ 
pany and the technical and 
financial collaborators have 
now been able to take a more 
integrated vlcw on the whole 
question. The prospects for 
expansion and modern isation 
are now bright and it will be 
finalised very soon. However, 
it must be added that the sub¬ 
stantial expansion is still sub¬ 
ject to the finalisation of 
its collaboration agreements 
with Sandvik AB, Sweden, 
and also the approval of the 
government for the company’s 
scheme of financing. 

Coming to the current year, 
the position is, satisfactory so 
far as order influx and turn¬ 
over are concerned. The turn¬ 
over for the period Trom 
January, l, 1975 to June 
15, 1975 is approximately 
Rs 57 million as against about 
RiS 41 million for the corres¬ 
ponding period in 1974-an 
increase of the order of 38 per 
cent. The orders on hand as 
on June 15, 1975 arc more 
than those on June 15, 1974. 
Given normal trading and 
other Conditions, the company 
would have yet one more suc¬ 
cessful year. 

Wellman Incandescent 

The completed sales of 
Wellman Incandescent India 
Limited for the year ended 
March 31, 1975 amounted to 
Rs 202.35 lakhs, compared 
'with Rs 144.05 lakhs for the 
previous year, a rise of 40 per 
cent. The profit before tax 
rose to Rs 20.41 lakhs from 
the previous year’s figure of 

EASTERN ECONOMIST 


Rs 10.33 lakh, representing an 
increase of 97 per cent. The 
massive level oftaxation, how¬ 
ever, syphons away Rs 13.80 
lakhs out of the profit earned, 
into the public exchequer. The 
completed sales and profit be¬ 
fore tax figures are the highest 
ever achieved by the company, 
and constitute new high water 
marks in the history of the 
company. It is relevant to 
record that this level of per¬ 
formance has been achieved 
without augmentation of the 
mcn-machine-money resources 
of the company and is, there¬ 
fore, an index of the efficiency 
of the company’s operations 
and of the skill of the em¬ 
ployees. 

Fair Balance 

In arriving at a dividend 
recommendation, the directors 
have endeavoured to strike a 
fair balance between the need 
for an equitable return on in¬ 
vestment, the necessity for a 
healthy level of reserves and 
the purport and requirements 
of the companies (Temporary 
Restriction on Dividends) Act, 
1974 and its amendment in 
1975. The directors have 
accordingly decided to recom¬ 
mend dividend at 14.8 per 
cent, payable in the manner 
stipulated in the above-men¬ 
tioned acts. 

The company’s order 
book as at June 30, 1975 

exceeds Rs 299 lakhs. While 
this by itself secures the com¬ 
pany’s production target for 
1975-76, it is necessary to 
point out that the engineer¬ 
ing industry is faced with an 
acute recessionary downturn 
in demand resulting from lack 
of purchasing power and 
general recession. This is al¬ 
ready being reflected in dimi¬ 
nishing order intake. The 
outlook for at least the next 
six months is bleak. While 
the pre-tax profits have in¬ 
creased by 97 per cent over 
the previous year, it must be 
recognised that, in grossly in¬ 
flationary conditions, substan¬ 
tial profits are essential to the 
company's survival. A higher 
level of profit, coupled with 
the restriction on payment of 
dividends improves the degree 
of self-financing possible and 
thereby reduces the pres¬ 


sures on liquidity somewhat. 
The capacity to create growth 
is also very dependent upon 
retentions from profits. The 
announcement of a higher 
level of profits thus needs to 
be viewed in this perspective. 
Without them, not only 
growth but existence and em¬ 
ployment could be at stake. 

MALCO 

Following the announce¬ 
ment of the new aluminium 
policy and the decision of the 
Tamil Nadu Electricity Board 
to supply the power require¬ 
ments of the Madras Alumi¬ 
nium Company fully, all the 
pots of this smelter have now 
started production. The com¬ 
pany expects to produce ab¬ 
out 14,500 tonnes of alumi¬ 
nium from August 1975 to 
March 1976. This will take 
its current year's production 
to 18,000 tonnes. The com¬ 
pany's installed capacity is 
21,000 tonnes. Production of 
18,000 tonnes will, therefore, 
be a record achievement, in 
1974-75, MALCO produced 
16,700 tonnes which itself was 
a record after a significant 
slump in the 1973-74 produc¬ 
tion. In that year the produc¬ 
tion was about 11,000 tonnes 
because of the critically low 
availability of power. 

Syndicate Bank 

Syndicate Bank has made a 
spectacular progress during the 
six years after nationalisation. 
During the period the bank 
won many laurels on the 
national level—Indian Mer¬ 
chant Chamber Award for 
promotion of small savings, 
Federation of Indian Cham¬ 
bers of Commerce and Industry 
Award for outstanding contri¬ 
bution in the field of Agricul¬ 
ture and Laghu Udyog Saha- 
yogi Award of National 
Alliance of Young entrepre¬ 
neurs for significant contribu¬ 
tions in the promotion of 
Small Scale Industrial Sector 
and Self-employment. 

During the six years after 
nationalisation—from July 19, 
1969 to June, 1975—deposits 
increased by more than three 
times, from Rs 127croresto 
Rs 420 crores. Advances rose 
by more than three times, from 
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90 crores to Rs 303 crores. The 
growth in deposit accounts as 
well as borrowing accounts 
iiave reached the largest num¬ 
ber of small men. This claim is 
substantiated by the fact that 
the bank’s deposit accounts 
increased from 13.28 lakhs to 
40 lakhs and borrowing ac¬ 
counts from 2.6 lakhs to 6.5 
lakhs. Nearly 97 per cent of 
deposit accounts had balances 
of less than Rs 5,000 and more 
than 67 per cent of borrowing 
accounts were for amounts 
less than Rs 1,000. Further 
the bank extended its branches 
even to the remote islands of 
the Arabian Sea and Indian 
Ocean, entered four more 
union territories and five new 
states and 35 extension coun¬ 
ters after nationalisation. 

The number of branches 
increased from 306 to 728 as 
on date and out of which 
67 per cent are in rural and 
semi-urban areas. In July 1969 
Syndicate Bank was the only 
bank operating in 121 centres 
and as on today it was the 
only bank operating in 258 
centres. 

The bank in an attempt to 
fulfil the social objectives 
placed increased emphasis on 
priority sector advances. The 
advances in these sectors in¬ 
creased from Rs 28.3 crores 


MODIPON LTD. 

PUBLIC NOTICE 

it is hereby nolified for pub¬ 
lic information that Messers. 
Modipon Limited, Modi- 
nagar, U.P. have made an ap¬ 
plication on 8.7.1975 under 
Section 21 of the MRTP Act, 
1%9 to the Department of 
Company Affairs, for the ex¬ 
pansion of their existing under¬ 
taking for manufacturing 
Nylon Tufted Carpets. 

Any person interested in 
the matter may make represen¬ 
tation to the Secretary. De¬ 
partment of Company Affairs, 
New Delhi within a period of 
fortnight from the date of 
publication of this notice with 
copy to M/s. Modipon Limited, 
Modinagar. 
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to Rs 120 crores (exclusive of 
exports) more than four-fold 
increase. The priority sector 
included agriculture, small 
scale industries, transport ope¬ 
rators, retail trade assistance 
to students, self employed and 
professionals, and small busi¬ 
ness. The number of accounts 
in these sectors increased from 
about 75 thousands, to over 
2.9 lakhs. Advances under 
agricultural finance increased 
from Rs 9.9 crores to Rs 36.7 
crores which cover 168,000 
accounts and advances under 
small scale industries from 
Rs 10.2 crores to Rs 42.5 crores 
covering 15,700 accounts. 

As at the end of 1974 it 
stood first in the banking 
sector in the percentage of 
total priority sector advances 
(exclusive oi’ exports) to total 
advances with 41 per cent 
against the average of 28.1 per 
cent for the major banks and 
it occupied second place in 
the total number of accounts. 
Again from the point of view 
of accounts, it stood second 
in direct finance to agricul¬ 
ture, in small scale industries 
third, in road and water trans¬ 


port third, in education first, 
in advances to professionals 
and self-employed first, in 
advances for retail trade and 
small business first and road 
transport first. 

Besides, the Bank, now in 
its Golden Jubilee Year, has 
introduced such, innovative 
services as customer-tourist 
service for the benefit of custo¬ 
mer tourists visiting Karnataka 
state on pilgrimage and sight¬ 
seeing, It also launched an 
attractive savings scheme 
namely Golden Jubilee Cash 
Certificate in commemoration 
of the Golden Jubilee Year. 

Vapi Paper 

Vapi Paper Mills will soon 
go in for the manufacture of 
wrapping and packing paper. 
The product mix will be pro¬ 
gressively diversified to include 
higher value items like duplex 
board kraft paper and mill 
board. The Gujarat State 
Financial Corporation and the 
Gujarat Industrial Develop¬ 
ment Corporation Ltd have 
sanctioned term loans to the 
company amounting to Rs 60 


lakhs. The company is plann¬ 
ing to raise Rs 80 lakhs 
through private sources. 

Mahindra and Mahindra 

Mahindra and Mahindra 
Limited, manufacturers of the 
Jeep range of vehicles in India, 
in their continuous efforts to¬ 
wards achieving fuel economy 
for the jeep users have intro¬ 
duced significant innovations 
in their “Maxnniicr” cam¬ 
paign. During Phase I of the 
“Maximilcr" campaign, con¬ 
ducted throughout the country 
in February and March last 
year at various dealer points, 
the vehicles were given a 
thorough diagnostic check of 
‘‘all Jeep system/' which direc¬ 
tly or indirectly affect petrol 
consumption and the optimum 
mileage that could be obtain¬ 
ed was demonstrated. 

The present campaign, last¬ 
ing from August 4 to 23 in the 
eastern and southern zones, 
covering thirty-nine centres, 
introduces two petrol saving 
innovations -Solex Carburet¬ 
tor Kit and Free Wheel Flan¬ 
ges. Extensive tests on both 


innovations were conducted by 
leading independent authori¬ 
ties and research agencies, and 
fuel economy of 5 per cent to 
25 per cent was achieved un¬ 
der different operating condi¬ 
tions. A similar campaign, 
in the northern and western 
zones was conducted in Octo¬ 
ber last year. 

Karnataka Oxygan 

Karnataka Oxygen, a joint 
sector company promoted by 
Karnataka State Industrial 
Investment and Development 
Corporation and Transport 
Corporation of India and its 
associates, proposes to set 
up a plant near Bangalore 
for the manufacture of oxy¬ 
gen, nitrogen and acetylene. 
It has received a letter of intent 
for manufacturing 14.50 lakh 
cubic metres of oxygen, 5 lakh 
cubic metres of nitrogen and 
4 lakh cubic metres of acety¬ 
lene per annum. Orders have 
been placed for two oxygen 
plants and one acetylene 
plant with Indian Oxygen. 
The capacity of each oxygen 
plant is 140 cubic metres per 


ANOTHER MILESTONE BY ‘ISARC IN 
IMPORT SUBSTITUTION 


CHROMIUM COPPER CASTINGS 
& WROUGHT PRODUCTS; 

• Resistance Welding Electrodes & Discs-Rolled, heat-treated upto 650 mm in 
dia and 50 mm in thickness 

• Resistance Welding TIPS and special size components forged, heat-treated 
and machined 

• RODS upto 65 mm in dia, rolled, heat-treated and machined 

Catering to Defence, Railways, Switchgear, Resistance Welding Machine Manu¬ 
facturers, Radiator and allied Industries 


Please send your enquiries to : 



THE INDIAN SMELTING & 
REFINING DO. LTD. 


(Non-Ferrous Division) 

L.B. Shastri Marg, Bha.Vdup, Bombay-400 078 


Cable: LUCKY, Bhandup, 
Bombay. 

Phone; 584881 
Telex : ISARC 011-2884 
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hour and of the acetylene plant 
40 cubic metres per hour. 

TISCO 

The Tata Iron and Steel 
Company was able to operate 
its plant at over 90 per cent 
of the finished steel capacity 
during 1974-75. The improve¬ 
ment was marked in regard 
to its profits before taxes 
which nearly doubled, thanks 
both to substantial improve¬ 
ment in production and to the 
fact that the increases in reten¬ 
tion prices allowed by the 
government to steel producers 
in September and October 
1973 had applied to the whole 
year as against a little over 
five months in the previous 
year. It is hoped that the 
plant’s operation will be 
maintained at a hundred per 
cent of rated capacity in the 
current \ear. This note of 
optimism is struck in the 
chairman, Mr J R.D. Tata's 
annual statement circulated to 
the shareholders of the com¬ 
pany. 

Price Increase 

In regard to profit, it is 
necessary to note, the chairman 
said, that the increase in reten¬ 
tion prices granted in 1973 
have by now been fully ab¬ 
sorbed by cost escalations, 
beyond management's control, 
mainly in the cost of coal, 
power, fuel and wages. There 
is thus, the chairman argued, 
for a further increase in steel 
prices, particularly in respect 
of those categories which were 
left out of the increases sanc¬ 
tioned in October 1973, for, 
despite a sharp fall in steel 
prices in the world markets, 
the prices allowed to the 
Indian producers are still in 
most categories substantially 
below the prices earned by 
producers in other countries. 
Mr Tata also observed that the 
government's price policies 
over the last 30 years or so 
had resulted in the steel indus¬ 
try subsidising steel users to 
the extent of some Ks 4500 
crores of which nearly Rs 1600 
crorcs were contributed by the 
company alone. 

The gap between foreign 
and Indian ex-works prices has 
substantially narrowed recently 
as a result both of the price in¬ 
creases sanctioned in 1973 


and the current and pre¬ 
sumably temporary collapse 
of world prices, it is still 
considerable and would fully 
justify a further increase in 
prices and the resulting accre¬ 
tion after tax to the industry’s 
funds which it badly needs. 
The necessary representation 
has been made to government. 
According to the chairman, 
that for the present at least the 
only certain means avilable 
to the Indian steel industry to 
maintain its profitability, in the 
face of mounting costs, lies in 
an increase in production and 
strict control over costs. The 
management’s efforts will 
necessarily be concentrated on 
increasing efficiency and lower¬ 
ing costs, together with im¬ 
proving product mix and its 
yield. 

Mr J.R.D. Tata, is of the 
view' that reliance on mini¬ 
steel plants as a major instru¬ 
ment for the production 
of steel is ‘unsound' 
The chairman cited a number 
of reasons to substantiate hi- 
views. Mini-steel plants the 
chairmen said, are voracious 
consumers of electric power, 
shortages of which are already 
near-catastrophic in the coun¬ 
try. Steel produced in mini¬ 
steel plants is and will alwav- 
be, much more costly than 
tonnage steel produced in 
large integrated steel works 
because of high cost of power 
consumed by the former. 

Adequate Availability 

The assumption of ade¬ 
quate availability of raw 
materials for the mini-steel 
plants »S highly questionable, 
for, while India is not short of 
melting scrap today, it cer¬ 
tainly has, nothing like 
the 4 to 5 million tonnes 
which would be requited b> 
all the mini-steel plant*, built 
or licensed up to now, operat¬ 
ing at a reasonable percentage 
of capacity. The estimated 
maximum current availability 
of ferrous scrap in'the countn 
is only about two million ton¬ 
nes. Finally, the easy assump¬ 
tion that sponge iron can be 
used as raw materials when 
scrap is not available grossly 
anticipated what may one day 
be an effective substitute for 
steel scrap but is not so yet 
or likely to be for some more 


years due to certain cons¬ 
traints. The ^mini-steel plants 
would be hit by a severe short¬ 
age of raw matterial even if 
power were available to them. 

However the mini-steel 
plants do offer well defined ad¬ 
vantages, such as short cons¬ 
truction and gestation periods, 
flexibility in operation and in 
spreading developmental ex¬ 
penditure and employment, 
and they do form a vital part 
of the total steel industry of 
a country for the manufacture 
of special steels The mini¬ 
steel plants according to the 
chairman, should be encourag¬ 
ed for the manufacture of 
high alloy and other special 
steels, rather than for ordinary 
steels. 

News and Notes 

The construction of the 
expansion project by Bright 
Wires, which commenced in 
July, 1973. is more or less 
complete. Nearly 95 per cent 
of the plant machinery has 
been received and installed. 
The schedule for bringing the 
plant to commercial produc¬ 
tion has been upset due to tiic 
delay in completing the forma¬ 
lities for disbursement of loans 
by the financial institu¬ 


tions, and non-receipt of power 
connection despite sanction. 
The expansion project is ex¬ 
pected to start commercial 
production by December. The 
company is confident of 
making up the lost time 
and get going on even keel 
very soon thereafter. 

New Issues 

Wrapwell (India) is setting 
up a Rs 30.26- lakh project 
at Unnao in Uttar Pradesh 
for the manufacture of indust¬ 
rial paekagings such as in¬ 
dustrial wrappers for bake¬ 
ries confectionaries, textiles, 
soaps, cosmetics, chemicals 
and special paper paekagings. 
Production is expected to com¬ 
mence b\ September 1975. Initi¬ 
al orders from Modern Bakeries 
(India) and D.C.M. Chemicals 
New Delhi have already been 
teceived. The project cost is 
proposed io be met by the 
-hare capital of 10.50 lakhs, 
long-term k#ans from LTPFC 
of Rs 7.35 lakhs, deferred pay- 
mem for land to UPS1DC of 
Rs 1.03 lakhs and working 
capital from a bank of Rs 
11.38 lakhs. It proposes to 
make a public issue of 65,000 
equity -hares of Rs 10 each at 
par m the touise of this month. 


Dividends 


(Per cent) 


Equity dividend dec¬ 
lared for 


Name ofihe 
com pan> 

i ear en 

ided 

Current 

year 

Previous 

year 

Higher Dividend 





T. Stanes & Co. 

March 

31, 1975 

18.0 

12.0 

Lmgapur Estates 

March 

31, 1975 

24.0 

12.0 

Ossoor Estates 

March 

31, 1975 

24.0 

12.0 

Warn h ul lv 

March 

31. 1975 

20.0 

12.0 

Bom bay W i re R ope s 

March 

31, 1975 

6.0£ 

Nill 

Same Dividend 





Velimalai Rubber Co 

February 

28, 1975 

12.0 

12.0 

Sen Raleign 

September 30. 1974 

Nil 

Nil 

Synthetics and 





Chemicals 

December 

31. 1974 

Nil* 

Nil 

Reduced Dividend 





Bombay Oxygen 





Corporation 

December 31, 1974 

8.0 

14.0 

Victoria Mills 

December 31. 1974 

11.0 

21.0 

Rohit Pulp and 





Paper Mills 

March 

31, 1975 

9.0* 

12.0 


£Maiden dividend 
*On the enlarged capital. 
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DUNLOP INDIA IN 1974 

Creditable Achievement 
in a difficult year 


Mr.W.N.Scotts.Chairman, 
reports on 1974 
at the Annual General 
Meeting of 
Dunlop India Limited 
on 25th July, 1975. 

1 have pleasure in welcoming vou io the 
49th Annual General Meeting of >our 
Company and the first since 1 succeeded 
Mr. R.G.S. Nairn as your Chairman. Mr. 
Nairn resigned his office in October 1974 
to take up an appointment as Overseas 
General Manager in the Dunlop organi¬ 
sation in London, and 1 would like to 
take this opportunity to express uur app¬ 
reciation of the valuable work which he 
did for the Company during his time in 
India. 

As the Directors' Report and Accounts 
for the >e*ar ended 31 st December 1974 
have been in your hands for some time, I 
should like, with _>our approval, to take 
these a> read. 

The Automotive Tyre Industry 

In 1974, the Tyre Industry achieved a 
production of 5,4 million tyres, an increase 
of 7% over the 1973 level and this repre¬ 
sents a creditable achievement in a difficult 
year. The Rubber Industry is particularly 
sensitive to the difficulties arising from the 
energy crisis, as not only is it a large con¬ 
sumer of energy, but also many of its essen¬ 
tial raw materials, such as nylon, carbon 
black and synthetic rubber, are derived 
from crude oil. During the year, the In¬ 
dustry faced unprecedented increases in 
the cost of oil fuel and of oil derived ma¬ 
terials whilst, at the same time, the cost of 
indigenously produced natural rubber rose 
sharply. 

Following the de-control of lyre pi ices in 
April 1974, the Tyre Industry, in consulta¬ 
tion with Central and State Governments, 
formed a Central Co-ordinating Commi¬ 
ttee for Tyre Distribution and this body 
has been effective in ensuring equitable 
distribution and in meeting the needs of 
priority sectors such as Defence and State 
Transport undertakings. 

The Tyre Industry now has an installed 


capacity of 7.2 million automotive tyres 
and this should be adequate to meet the 
country's needs in 1975-76, provided raw 
materials and power are available in suffi¬ 
cient quantity. The fifth five year Plan 
has a target of 10 million automotive tyres 
by 1980, w ith the major part of this expan¬ 
sion planned to be met by entirely new 
units. The cost of new units is now extre¬ 
mely high and it would seem that priority 
Miould first be given to enable maxi¬ 
mum utilisation of existing investment. A 
major restraint to accomplishing ihi* at 
present is inadequate supply of electrical 
energy, and it would be beneficial to the 
economy if energy .supply for lyse produc¬ 
tion i* given the priority it deserves. 

The Year's Operations 

Sales 

Total sales of your Company reached 
Rs. 147.04 erores, an increase of 43° 0 over 
the previous year. This record figure was 
achieved not only by additional volume of 
production but also by higher selling prices 
brought about by sharply increased costs. 

There was a rising demand for all our 
tyre and industrial products, but a reduced 
demand for Dunlopillo, where a high ex¬ 
cise rate and some sluggishness in consu¬ 
mer markets had an adverse effect. 

Exports 

In 1974, wc again set new records by 
exporting to 92 countries and achieving 
saks gf Rs. 5.30 erores, which represents an 

*£> 

ICROHES) 



increase of 67% over the 1973 re¬ 
sults. 

For the first time, substantial orders for 
tyres and tubes were obtained from OPEC 
countries, such as Iran and Iraq. We 
also obtained large orders for earlhmover 
tyres from the USSR and Czechoslovakia. 
Our exports of cycle tyres and trbes were 
nearly double those of the previous year. 
Sales of our industrial products, such as 
vee belts, also made good progress through 
the opening of new markets in Africa, the 
Middle Last and South W r est Asia. 

In 1973, wc had commenced the develop¬ 
ment of exports from the small and me¬ 
dium scale sectors and this continued in 
1974, the main »uccessc» being with tennis 
and squash rackets and with bicycles and 
components. We continued to add new 
products in this sector. By bringing po¬ 
tential overseas buyers to India, wc have 
introduced them to a wide range of manu¬ 
facturers with whom we expect to deve¬ 
lop substantial further business 

In our efforts to improve exports, we 
have received considerable assistance 
from the Dunlop organisation overseas 
and this has not been Restricted to those 
product* which we make ourselves, but 
has also been freely available in respect 
of the small scale sector. 

As a result of our export, drive our 
contribution to the country’s foreign 
exchange earnings increased very signi¬ 
ficantly. 

Production 

In 1974, we faced two main problems: 
shortages of critical raw materials and of 
electrical energy. Shortages of tyre cord, 
particularly rayon, brought tyre produc¬ 
tion to a halt on several occasions. 

At our Sahaganj factory in West Bengal, 
we were subjected to power cuts through¬ 
out the year, but the position became more 
stable with the introduction of power 
rationing later in the year. As a result of 
rationing, we have had to reduce from 18 
to 16 shifts per week. At our Ambattur 
factory near Madras, although we had 
full power for only 3 months of the year, 
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the supply in general was much better 
than in the previous year. 

Our staff worked hard to minimise the 
impact of these difficulties and we made 
a record number of i .7 million automotive 
tyres. We gave priority to those products 
where the national need was greatest and 
the output of some other sectors was 
reduced. 

Happily, the problems with the supply 
of raw materials seem to be behind us, 
but restricted power supply lemains a 
considerable constraint on further im¬ 
provement of output in 1975. Wc have 
taken active steps to install more captive 
generating capacity but this, of itself, is 
insufficient to bridge the gap, besides 
being a costly exercise. 

Personnel 

Throughout the year, wc experienced 
satisfactory industrial relations. How¬ 
ever absenteeism still remains a problem, 
particularly at Ambattur, and with the 
icduced availability of electricity, wc need 
to have our equipment fully manned 
whenever power is available. 

The Company's employees made a very 
hip contribution in overcoming the many 
problems of 1974. and 1 lake this oppor¬ 
tunity of expressing to all of them my 
very sincere thanks. 

Prof if and Loss Account 

The selling prices of automotive tyres 
and tubes were de-con trolled on 29th 
April 1974. and this gave the Company 
an opportunity to recover a part of the 
steep escalation in raw material costs 
which had taken place since November 
1968, when automotive tyre prices were 
last increased. This is icfiected in im¬ 
proved results in the second half of the 
year. Cost inflation has contributed to 
an extremely tight funds position which 
has been aggravated by the credit squeeze. 
Although wc have exercised strict control 
over the funds required for working 
capital, our sharply increased costs, to¬ 
gether with the higher cost of money, 
resulted in a doubling of our interest 
charges in 1974. 

We continued to explore every possi¬ 
bility for economy in our operating costs. 
With a larger volume of production, 
distribution costs went up, but a major 
portion of this increase was due to ihe 
need to use more ccstiy road transport 
during the rail strike and the dislocation 
that followed. 

A comparison of 1970 results with 
1974 shows that whilst our turnover has 
gone up from Rs. 87.7 crores to Rs. 146 
crores, an increase of more than 66%, 
the balance from trading has risen only 


From Rs. 9.32 crores to Rs. 9.91 crores. 
This is a measure of the impact of infla¬ 
tion on our costs and profitability. 

Our best opportunity to improve profit¬ 
ability, and to aid the national economy, 
is to continue our efforts to maximise 
production from our existing investment. 
We derived SGiuC benefit from this policy 
in 1974 and we arc continuing with it in 
1975. 
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Costs and Selling Prices 

The escalation of raw material costs 
in 1974 was unprecedented and there have 
been furthei increases in the eaily months 
of 1975. Substantial price increases were 
inevitable, but these have been made 
with a due sens*,. of our social responsibi¬ 
lities, recognising at the same t»n.e the 
need to generate funds to provide for 
modernisation and growth. 

Collaboration Agreements 

In 1973, the Industrial Development 
Corporations of West Bengal and Andhra 
Pradesh signed Technical Aid Agice¬ 
ments with Dunlop Limited, ILK, and 
Dunlop India l invited, to set up tyre 
factories in these States and in 1974, 
both these Agreements have been ratified 
by the signing in London of Factory 
Agreements and Technical Aid Agree¬ 
ments. These Agreements now await ap¬ 
proval by the Government ot India. 

In 1975 your Company signed a Tech¬ 
nical Consultancy Agreement with Web¬ 
star Limited, the company incorporated 
to implement the West Bengal project, 
and we also propose to sign a similar 
Agreement in reject ot Andhra Pradesh. 
Under these Agi cements, Dunlop India 
Limited will provide technical,engineer* 
ing services to enable the new fact ones to 
be erected and commissioned on the 
basis of the plan*, know-how provided 
from the U.K. in the terms of the Factory 
Agreement. 

These Technical Consultancy Agree¬ 
ments are a tangible expression of our 


willingness to share our expertise with 
others to ensure growth in the economy. 

Research and Development 

Our integrated R. 8l D. Centre at 
Sahaganj factory covers not only our 
entire product range, but also continues 
the valuable work already being done to 
develop the local manufacture of tyre 
making equipment to lessen our depen¬ 
dence on imported machinery. 

Much of our past success in providing 
products to meet specifically Indian ope¬ 
rating conditions has come from our 
ability to adapt the basic technology 
developed at a high cost in the Research 
and Technical Development Centres ope¬ 
rated by both Dunlop U.K, and their 
associate Pirelli, Italy and this has been 
unrestrictedly available to us at a nominal 
cost. During the year, Dunlop Holdings 
Limited accepted the revised terms for 
reimbursement of technical costs and 
charges proposed by the Government of 
India for the five year period, Ut January, 
1970—31st December, 1974, in respect of 
expanded capacity in that period. We 
have now made an application for a 
renewal of our technical aid agreements 
for those products where there is a conti¬ 
nuing need to keep pace with international 
technological development, and it is our 
earnest hope tnat wc can reach agree¬ 
ment in this matter. 

The Future Outlook 

The de-control of tyre prices has pro¬ 
vided an incentive for increased pro¬ 
duction. but we will not be able to take 
full advantage of this until power short¬ 
ages, particularly at our Ambattur factory 
in Tamil Nadu, arc overcome. Full 
utilisation of our existing investment 
is necessary to generate funds for moder¬ 
nisation and growth. Inflation has tremen¬ 
dously increased the cost of new equip¬ 
ment and our investment programmes are 
continuously under review to ensure that 
we do not commit expenditure unless we 
have a reasonable expectation of elec¬ 
tricity being available. 

With inci cased production trom exist¬ 
ing units, the persistent tyre shortages of 
the pa*t are gradually disappearing. The 
situation will further improve with the 
expansions now planned and with the 
creation of entirely new units. In these 
new circumstances, the range and quality 
of our Company’s products will stand us 
in good stead and I look forward to the 
future with confidence. 

AWc : This docs not purport to be a 
record of the proceedings of the 
Annual General Meeting. 
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Central Bank 

Balance Sheet as at 


CAPITAL AND LIABILITIES 


As at 31st 
December, 1973 
Rupees 


4,75,14,600 


8,93,86,080 

54,79,771 

3,63,700 

3,61,51° 

9,55,91,070 


5,87,46,669 

4,77,91,80,503 

2,48,96,85.747 


5,44,75,567 

1,95,93,73.180 


9,34,14 61,666 


44,34,35,000 
6, SO, 74,331 


1,14,72,700 

1.86,11,714 

9,57,77,947 

o3,53,71.692 

10.96,92,591 


48,26,16,688 

5,36.17,931 

53,61,34,669 


1. CAPITAL: - 

Paid-up Capital (wholly owned by the Central Government) 

2. RESERVE FUND AND OTHER RESERVES 

Reserve Fund 
Contingency Fund 
C'apitaI Suspense 
Share Premium Suspense 


3. DEPOSITS AND OTHER ACCOUNTS 


Fir.ed Deposits etc. :— 

(it From Banks 
lii) From Others 

Savings Bank Deposits 

Current & Contingency Accounts etc. 
(i) From Banks 
(ii> From Others 

(including Staff Gratuitv Fund 
Rs. 1,81,50,000 00.! 


Rs. 4.31,57,075 51 
Rs. 5,23.31,01.044 10 


Rs. 6,71.57,984 61 
Rs. 2,13.85.22,127 47 


4. BORROWINGS FROM OTHER B*NKS, A GENTS ETC. : 


(1) Secured : 

(0 From : - Reserve Bank & State Bank 
of India against part investment and 
bills* per contra 

(ii) From :— Other Financial Institu¬ 
tions (under the participation scheme 
by part of Advances > 

(2) Unsecured : 

In respect of borrowings (By part of 

Advances per contra 1 

from 

(i; The Industrial Development 
Bank of India 

(iif The Agricultural Refinance Cor¬ 
poration 
iiii) Banks 


In India Outside India 

Rs. P. Rs. P. 

30,90,15,000 00 — 

2,79,00,000 00 


2,53,06,840 00 

4,50,92,040 00 — 

4,19,93,365 69 85,92.048 34 

44,93,07,245 69 85,92.048 34 


5. BILLS PAYABLE ... . 

6, BILLS FOR COLLECTION BEING BILLS RECEIVABLE 
AS PER CONTRA : 

fi! Payable in India 
fill Payable Outside India 


26,63,27.587 

1,73,87.117 

8.32J09 

1,26,50.528 


29,71,92.341 


OTHER LIABILITIES : 
branch adjustments ... 

Amount owing to Subsidiary Company (including on 
theii Clients Account) ... ... 

Unclaimed Dividends 
Rebate on Bills Discounted 


Rs. P, 


9.75,86,079 54 
54,79,770 96 
3,63,700 00 
3.61,519 25 


5.27,62,58,119 61 
2,78,58,08,468 02 


2,20,56,80,112 08 


Rs. P. 

4.75,14,600 00 

10,37.91,069 75 


10,26,77,46,699 71 


45,78,99,294 03 
12,46,83,965 00 


54,16,4J ,433 34 
10,73,14,790 05 


15,19,05,147 23 

2,10,81,989-74 
8,25,947 60 
1,41,02,557 85 


64,89,56,223 39 


18,79,15/42-42 


1J .06,30,58,629 


Carried Over 


1^83,85,07,494.30 
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PROPERTY AND ASSETS 


of India 

31ft December, 1974 


As «t 31»t 
December. 1973 
Rupees 


1. CASH:— 


78,31,57,641 

In hand and with Reserve Bank and State Bank 
2. BALANCES WITH OTHER BANKS :~ 

On Current Account: 

(including foreign currency notes) 

Rs. P. 

1,50,37,919 

(i) In India 

1,41,34,724 32 


1,09,38,782 

2,59,76,701 

(ii) Outside India ... 

On Deposit Account : 

2.72,86,171 11 


— 

(i) In India 

— 


12,22,000 

2,71,98,701 

37,60,000 

(ii) Outside India ... 

3. MONEY AT CALI. AND SHORT NOTICE 

4. INVESTMENTS (at or below cost) 

4,24,65,1 03 80 


2,80,71,03,815 

(i) Securities of the Central and State Governments and other Trustee Securities 

30,00,00,000 

Treasury Bills of the Central and State Governments 



(ii) Share* 

Fully paid 

Partly paid 



Rs. P. 

Rs. P. 

77.63,096 

(a) Preference 

67,31,895 lb 

.... 

3,11,67,160 

(b) Ordinary 

1.80,60,4)0 86 

88,95,042 90 

57,799 

(c) Other Classes 

57,798 75 


3,89,88,055 


2,48,50,105 37 

88,95,042 90 

5,37,44,832 

(iii) Debentures or Bonds 



4,52,610 

(iv) Other Investments 



3,20,02,89,312 

(v) Gold 




Rs. P. 


4.14,20.895 43 


4,24,65,103 80 


3,06,14,30,902 00 
18,00,00,000 00 


3,37,45,148 27 

7,29.20.374 45 
4,52,610 00 


4,81.31,24,707 


1,41,50,329 

4.82,72,75,036 

1,19,83,43,143 

21,38,44,057 

1,41,21,87,200 

6,23,94,62,236 


5. ADVANCES: 

(Other than bad and doubtful debts for which prov ision has been made to the satisfaction 
of the Auditors) 

(I) l/oans, Cash Credits, Overdrafts, etc. 

(i) In India . Rs 5,43,55,38,567 80 

(Including an amount of Rs. 9,82,98,880 - relating to me¬ 
dium-term advances in respect of which finance has been 
obtained from the Industrial Development Bank of India, 
the Agricultural Refinance Corporation, anti other Financial 
Institutions as per contra > 

(ii) Outside India ... ... ... ... • ■ Rs. 1,27,37,470 56 


(U) Bills Discounted and Purchased 

<i> Payable in India ... Rs. 1.03.18.49,971 44 

(ii) Payable Outside India ... ... Rv- 23,94.06,626 44 


♦Includes Rs. 8,50,00,000/- under Export Bill Credit Scheme of Reserve Bank of India. 
Rs. 16,$0,00,000/- under Pre-Shipment Credit Sc f eme of Reserv e Bank ot India and 
Rs. 5,00,00,000/- under Bill Maiket Scheme of Reserve Bank of India AV Food Cor¬ 
poration of India, per contra. 


5,44,82,76,038 36 


*1.27.12.56,597 88 


PARTICULARS OF ADVANCES 

4,90,60,40,361 (i) Debts considered good in respect of v-hich the bank is fully secured ... 

(ii) Debts considered good, for which the bank holds no other security than the debtors 

22,97,02,272 personal security 

(iii) Debts considered good, secured by the personal liabilities of one or more parties iii 

1,10,37,19,603 addition to the personal security of the debtors 

— (iv) Debts considered doubtful or bud not provided for 

6,23,94,62,236 

HUWmTnO Carried Over 


5.57,81,67,188 69 
41.17,21,596 41 
92,96,43.851 14 


6,71,95.32,636 24 


... RCONQHSST 


Rs. P. 

71,29,49,463 86 

8.38.85,999 23 
94,00,000 00 


3.34,85,49,034 72 


6.71.95,32,636 24 


10.87,43,17,134 05 
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Central Bank 

Balance Sheet as at 


CAPITAL AND LIABILITIES 


As at 31st 
December, 1973 
Rupees 



Rs. P. 

11,06,30,58,629 

50,33,79,927 

2,94,89,516 

Brought Forward 

8. ACCEPTANCES, ENDORSEMENTS AND OTHER OBLIGATIONS 
as per Contra 

9. PROFIT AND LOSS :— 

Balance as per last Balance Sheet 

Profit for the year 

3,26,60,178 45 

2,94,89,516 

Less :— Appropriations : 


3,26.60,178 45 

S8.98.000 

2,20.00.000 

2.78,98,000 

Transferred to Reserve Fund 

Provision for Bonus to Stair 

Rs. 82,00.000 00 

Rs. 2.20,00,000 00 

.1.02,00,000 00 

15,91,516 

Balance to be transferred to the Central Government 

10. CONTINGENT LIABILITIES 
(31.12.1973) 

Rupees 

(i) Claims against the Bank not acknowledged 

65,60,704 as debts. 

1,13,66,447 (ii) On Investments in partly paid shares 

(iii) On Letters of Guarantee on behalf of Coasti- 
tuents (including Rs. Nil on behalf of 

64,24,34,720 Officers) . 

(iv) Liability on account of outstanding Forward 

51,12,34,932 Exchange Contracts 

21.74,68,670 (v) Liability on Bills of Exchange Rediscounted 

Rs. P. 

64,95.155 28 
1,01,84,942 50 

73,20,67,084 96 

34,79,79,227 49 
32.88,63,477 07 



Notes forming part of the Balance Sheet :— 

(1) The Bank's building at 33, Netaji Subhas Road, Calcutta in which the Calcutta Branch 
of the Bank was situated, was destroyed by a fire on the night of 3rd/4th January, 1974. 
In the said Are most of books and records of the branch were destroyed. The returns 
for the half year ended 31st December, 1973 of this Branch were compiled on the basis of 
available information and on certain assumptions and estimates. However, during the 
year a large number of accounts were reconstructed to the extent possible on the basis of 
information and particulars available and collected. Where reconstruction of accounts 
has not been possible assumed figures are being continued and the net credit balance on 
such accounts aggregating to Rs. 2,60,12,489-69 is being shown under Current and 
Contingency Accounts- Others. 

(2 ) The actual amount of liability arising from future gratuities payable to staff has not been 
ascertained but is greater than the amounts provided. 

(3) C ertain old items in the Branch reconciliation remain to be cleared. The Balancing of 
General Ledgers with Subsidiary Ledgers/schedules remains to be completed at a few 
branches. The schedules supporting general ledger balances and reconciliation statements 
for accounts with other banks were not ready at a few branches. Necessary steps are 
being taken in this regard. 

(4) Returns received from some of the unaudited branches were incomplete. 

(5) As returns in respect of Pakistan (including areas now comprised in Bangla Dcsh) 
Branches have not been received for the period after 30th June, 1965, unaudited returns 
as at that date only have been incorporated in the bank's Balance Sheet as at 31st Decem¬ 
ber, 1974. As no further information is available the assets and liabilities in Pakistan 
have not been shown in the Balance Sheet under the individual heads but only the net 
book value thereof has been incorporated. 

(6) A provision for bonus amounting to Rs. 220 lakhs for 1974 has been made by way of 
appropriation out of profits. The demand from the employees for payment of bonus is 
in excess of the amount provided. 

(71 The figures for the previous year have been recast where necessary. 


11,56,80,30,072 


TOTAL RUPEES ... 


Rs. P 

11,83,85,07,494*30 
48,59,01,925 93 


24,60,178 45 


12,32,68,69,598 68 


In terms of our 
FORD RHODES 
RAY AND RAY 
G. P, KAPADIA & CO 
Chartered Accountants. 


>rt of even date attached. 
A CO., 


Bombay, 18th June, 1975. 1 
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of India 

31 December, 1974 


PROPERTY" AND ASSETS 


Aa at 31st 
December, 1973 


10,23,38,67,890 

1,54,91,242 

1,54,91,242 

1,86,34,822 

48,26,16,688 

5,36,17,981 

53,62,34,669 

50,33,79,927 

2,58,24,710 

2,58 24,710 
67,45,483 

3,25,70,193 

63,19,120 

2,62,51,073 

8,58,85,979 

1,14,01,237 

9,72,87,216 

4,33,21,818 


Brought Forward 

(v) Debts due by Directors or officers or the bank or any of them either severally or 
jointly with any other persons 

(vi) Debts due by companies or firms in which the directors of the bank arc interested 
as directors, partners or managing agents, or, in the case of private companies as 
members 

(vii) Maximum total amount of advances, including temporary advances, made at any 
time during the year to directors, or managers or officers of the bank or any of them 
cither severally or jointly with any persons 

(viii) Maximum total amount of advances, including temporary advances, granted during 
the year to the companies or firms in which the directors of the hank are interested 
as directors, partners or managing agents, or, in the case of private companies as 
members 

(ix) DuefromBanks 

6. BILLS RECEIVABLE BEING BILLS FOR COLLECTION AS PER CONTRA : 

fi) Payable in India 
(ii) Payable Outside India 

7. CONSTITUENTS’ LIABILITIES FOR ACCEPTANCES, ENDORSEMENTS AND 

OTHER OBLIGATIONS PER CONTRA . 

8. LANDS AND BUILDINGS 
Cost as per last Balance Sheet 

Less : Cost of Property sold or destroyed by lire durmg the year ... 


Add : Cost of Additions made during the year 


Less : Depreciation written off 


FURNITURE AND FIXTURES : 

As per last Balance Sheet 

Add : Additions less sales or destroyed by fire made during the year 


Less : Amount written off to date for depreciation 


5,39,65,398 


10,00,000 

3,91,36,374 

8,43,99,292 

1,82,54,250 

5,14,51,201 

19,42,41 J*l7 

89,998 

11,56,80,30,072 


10. OTHER ASSETS 

Shares (Partly paid) of the Central Bank Executor and Trustee Co. Ltd. (Subsidiary 
Company) at cost 
Interest accrued on Investments 

Income-tax paid in advance and tax deducted at source 
Share Application Moneys ... ... ’ 

Sundry Advances, Deposits, Stamps, Stationer*. Home Saving Safes, Sale Deposit 
Boxes, etc. 

11. NON-BANKING ASSETS ACQUIRED IN SATISFACTION OF CLAIMS (at hook 

value) 

TOTAL RUPEES ... 


P. P. GUTTA 

TARAKESWAR CHAKRABORTI 

R. R. KUMAR 

RAMSIVA KUNDER 

T. S. PAPOLA 

R. RATNAM 

C. S. VENKAT RAO 

M. G. BALASUBRAMANIAN 


Chairman & Managing Director 


Rv. P. Rs. P, 

10,87,43,17,134 05 

1.93.12.794 83 

1.93.12.794 83 


2,03,62,8*) 07 

54.16,41.433 W 
10,73,14,790 05 


3,25,70.193 39 
15,40,694 17 

3,10,29,499 22 
16,28.175 19 


3,26,57,674 41 
66.59.405 34 


9.72.87,216 79 
1,17,94,443 40 

10,90,81,660 19 
5,08,24.692 35 


10 , 00,000 00 
4.24,84,489 00 
11,10,90,750 94 
85,91,850 00 

7,02,25.962 93 


64,89,56,223-39 
48,59,01,925 93 


2,59,98.269 07 


5,82,56,967 84 


23,33,93,052 87 

46,025 53 
12,32,68,69,598 68 


> Directors 


R. S. POCHICHANAWALA 
General Manager 


S. B. PARDIWALLA 
Assistant General Manager 


Bombay, 18th June, 1975 
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Central Bank 

Statement of Profit and Loss Account for 


EXPENDITURE 


Previous Year 
Rupees 


38,41,45.054 

‘ 1 . 

26,01,21,106 

2. 

92,25,968 


26,93,47,074 


1,01,024 

3. 

2,25,96.166 

4. 

12,81,229 

5. 

60.41,839 

6. 


7. 

3,02,700 


2,94.710 


5,97,410 


6,05,100 

8. 

1,97,757 


5,37,807 


67.99,682 


81,40.346 


1,01,81.756 

9. 


10. 

2.59.78,857 

II. 

2,94,89,516 

12. 


Interest paid on Deposits, Borrowings, etc. 
Salaries and Allowances 
Contribution to Provident Fund 


Directors' And Local Committee Members' Fees And Allowances 
Rent, Taxes, Insurance, Lighting etc. 

Law Charges 

Postage, Telegrams and Stamps 
Auditors* Fees : 

To Statutory Auditors (including Branch audit fees) 

To Branch Auditors ... 


Depreciation on Bank's Property 
Repairs to Bank’s Property 
Other charges on Bank's Property 
Depreciation on Furniture and Fixtures 


Stationery, Printing and Advertisements etc. 

Loss from Sale of or dealing with non-banking Assets 
Other Expenditure ... 

Balance of Profit — (Subject to bonus to staff) ... 


75,79,00,271 


iOTAL RUPEES 


Rs. P. 


32,63.46.185 16 
98,89,657 70 


3,03,600 (K) 
3.04,200 00 


5,64,237 48 
2,73,962 75 
4,05,878 78 
73,09,584 49 


Rs. P. 
55,09,02,111 24 


33,62.35,842 86 
1,45,553 23 
2,71,56,192 93 
6,42,947 74 
58.72,318 94 


6,07,800 00 


85,53,663 50 
1,11,59,389 40 


2,96,99.723 75 
3,26,60,178 45 


1,00,36,3^,722 04 


Notes 

Previous Year 
Rupees 

(1) Particulars of remuneration paid to the Chairman & Managing Director : — 


Mr. B. N. Adarkar Mr.D. V.Tane ja 
(including Leave (ApnpDcc. 1974) 




Period) 




Rs. P. 

Rs. P. 

43,569 

(i) Salary... 

23,541-57 

31,500 00 

6,398 

(li) House Rent Allowance ... 

3,456-94 


3,631 

(iii) Provident Fund Contribution 

1,961 76 

2,624 85 

1,482 

(iv) Medical expenses reimbursed 

80 00 

1,076 09 

55,080 


29,040 27 

35,200 94 


* House Rent Allowance payable to Mr. D. V. Taneja 
is still not determined and hence not provided for. 

(2) Sj laries and Allowances include bonus paid in respect of earlier years in excess of the provision made - Rs. 42,38,672.81 (previous year Rs. 35,16,634/-) 

(3) Advertisement expenditure during the year Rs. 11,88,884.39 (previous year Rs. 9,26,942/-). 

(4) Particulars of remuneration paid to employee Directors (other than Directors’ fees and allowances) have not been separately disclosed as they have not 
drawn such remuneration in their capacity as Directors. 
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of India 


the year ended 31st December, 1974 

INCOME " — - — 

(Less provision made during the year for bad and doubtful debts and other usual or necessary provisions) 


Previous Year 
Rupees 


67*21,47,274 1. Interest and Discount 

8,31,32,946 2. Commission, Exchangeand Brokerage ... 

26,20,051 3. Rents . . . 

— 4. Net Profit on Sale of Investments, Gold and Silver, L and. Premises and other Assets (not credited to Reserves or 

any particular Fund or Account) 

5. Net Profit on Revaluation of Investments, Gold and Silver, Land Promises and other Assets (not credited to 
Reserves or any particular Fund or Account) 

— 6. Income from non-Banking Assets, and Profit from sale of or dealing with such Assets 


Rs. P. 


88.59.35,050 9 ! 
11,46,17,264 08 
30,83,407 05 


7 5,79,00,271 


TOTAL Rl PELS 


1,00,36,35.722 04 


P. I . GUTTA 

Chairman A M. 1 

i»*mg Director 


TARAKESWAR CHAKRABORTI 

R. R. KUMAR 

RAMS1YA KUNDER 

1 

R. S. POCHKHANAWALA 

S. K PARDlWAt.LA 

T. S. PAPOLA 

/* Director n 

General Manager 

Assistant General Manager 

R. RATNAM 

C. S. VENRATRAO 

M. Cm. BALASUBRAMANIAN 

1 

j 


Bombay, 18th June, 1975. 


AUDITOR’S REPORT 
The President of India : 

We have audited the attached Balance Sheet of C entral Bank of kudu as at 31st December. 19^4 and also the attached Profit A Loss Account of the 
Bank foi the year ended upon that date in which ate incorporated the iciuiiis of 110 branches audited h> us. 309 branches audited by uthei auditors, the 
unaudited returns as at 30.6.1965 of the Pakistan branches includipg aicas now completed in Hi-iigla Dcsh (sex* noleiS to Balance Sheen and 
the unaudited icturns in tespeu of 801 branches. 1 tic branches to be audited In us and the branches to tic audited b> other auditors have I een selected by the 
bank in accordance with the guidelines issued by the Reserve Bank of India 

2. The Balance Sheet and l*rofit & Loss Account have been drawn up m Forms ‘A’ and ‘B’ respectively of the thud schedule of the Bunking Regulation 
Act. 1949. Accordingly, they disclose such mailers as were required to be disclosed m the vase of Banking ( oinpanics prior to nationalisation bv virtue of the 
provisions of the said Act as read with the related provisions of the Com pa me- \ei. 1956. Subject to ilu* limitations of such disclosure and on the basis of the 
audit indicated in the first paragraph and subject to the issues stated in rot. n 1, ?, 3. 4 ami 6 to the Balance Sheet, wc report that : 

(a) In our opinion and to the l>est of our information and the evpl.m ui»mk given to us and as shown by the hooks ol the Bank 

(i) The Balance Sheet read with the notes thereon is a full and t.u» Balance Sheet containing the necessary particulars and iv is piopeily drawn up so 
as to exhibit a true and fair view of the affairs of the Bank as at 31 >t December, 1974. 

(ii) The Profit and Loss Account read with the notes thcicon show, a true balance of prolit for the period coveted by the Account. 

(b) We have obtained all the information and explanations which to rhi best of our knowledge and Mel were necessary for the purposes of our audit 
and have found them to be satisfactory. 

(c) The transactions of the Bank which have come to our notice have been w iihin the powers of die Bank. 

(d) The returns received from the branches of the Bank (except lor Pakistan branches - see note 5 to Balance Sheet) have been found adequate for the 
purposes of our audit. 

FORD RHODES PARKS A CO., 

Chartered Accountants 

Bombay, 18th June, 1975. 
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Tfiffilfr Guar Meal 
a high protein cattle feed 
if given to our milch animals 
can make our country 
self-sufficient in milk 


Malnutrition in its various forms is one of 
our country's pressing problems. Protein 
deficiency is proverbial and wide-spread. 
This is because the per capita availability 
of milk is only about 150 ml per day as 
against the basic minimum requirement 
of about 560ml. If all the Guar of approxi¬ 
mately 2 lac tons per year produced in 
the country is processed to separate its 
constituents into Gum and high protein 


Guar meal, the former can earn consider¬ 
able foreign exchange and the latter 
could solve the protein deficiency. Guar 
meal has approximately 92% digestive 
nutrients and 45% proteins. It has higher 
food value than Guar.itself and can be fed 
as such or mixed with grass, hay or husk, 
churi, bran or oil-cake. It not only in¬ 
creases the milk yield but also makes the 
animals healthy and stronger. 


Hindustan Gum & Chemicals Ltd., Bhiwani, are producing Guar meat as a 
nutritious cattle feed. 




REGD. TRADE MARX 

Please send your orders or 
enquiries for Guar meal to: 

Hindustan Gum 
£ Chemicals Ltd., 

Bide Colony, BMvuni (Hafyana) 
Phone: 61 • Gun: ‘HICHEM* 
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RECORDS 



snmsncs 


Guidelines for 

industries: 

1975-76 

The department of Industrial 
Development says there is no 
scope at present foi licensing 
of any additional capacity for 
the sugar industry, agricultural 
tractors, cotto n textile machi¬ 
nery, rayon, synthetic, and 
fibre plants and passenger cars. 

According to the “Guide¬ 
lines for Industries” — 1975- 
76 — published by the Indian 
Investment Centre, New Delhi 
there is scope for creation of 
additional capacity in nitro¬ 
genous and phosphalic ferti¬ 
lisers. 

Proposals for foreign colla¬ 
boration for the manufacture 
of nitrogenous and complex 
fertilisers will be considered 
on merit with reference to the 
requirements of process and 
design engineering know-how 
and other factors. 


gard to over 200 industrial 
items in relation to the fifth 
Plan targets. 

Thus, the publication also 
lists those industries where 
there is scope for foreign colla¬ 
boration or for smaller and 
medium entrepreneurs. 

With regard to industrial 
machinery, it says, the capacity 
already installed lor textile 
machinery, together with the 
capacity expected to materia- 
lie, will be adequate to meet 
the demand. 

additional capacity 

However, additional capacity 
needs to be created for the 
manufacture of woollen ma¬ 
chinery for items like cards, 
gill boxes, combing plants and 
scouring and drying ranges 
and wool, as well as for jute 
machinery items and specialised 
items of cotton textile machi¬ 
nery. The total licenced capa¬ 
city of the textile machinery in¬ 
dustry is Rs 143 crores in terms 
of complete textile machinery 
and 13 units are at present in 
production. A large number 
of other units are manufactur¬ 
ing accessories and compo¬ 
nents. 


limited scope 

In the case of sugar mill and 
cement machinery, there is 
'limited scope” for setting up 
new units, but expansion and 
diversification of the existing 
units will be considered on 
merit. 

The "Guidelines for the In¬ 
dustries” — an annual publi¬ 
cation provides up-to-date 
information on industrial-app¬ 
roval procedures and indicates 
the scope for setting up new 
industrial undertakings or ex¬ 
pansion of capacity with re* 


For coal and other mining 
machinery, the areas where 
there is scope or creation of 
additional capacity have been 
indicated. With regard to ma¬ 
chinery, the Cement Research 
Institute is being developed 
for providing know-how and 
standardisation -of equipment 
in order to develop indigenous 
competence and cut off de¬ 
pendence on foreign collabo¬ 
ration. 

The overall requirements for 
chemical equipment during the 
fifth and sixth Plan period 


work out to 4,85,460 tonnes, on 
an average of 48,546 tonnes per 
annum. There is thus a need 
for creating additional capacity 
which will cater to the demand 
for items like high pressure 
vessels, special heat exchangers, 
special fabricated valves, gas 
holders and water heat boilers. 

Foreign collaboration will be 
permitted on a "selective 
basis”, under the government 
policy, in the field of specialis¬ 
ed items. To bridge the gap in 
capacity, preference will be 
given to existing manufacturers 
who have gained sufficient ex¬ 
perience to take up the manu¬ 
facture of these items under 
their expansion programmes. 

The "Guidelines" gives the 
list of specialised equipment 
for paper and pulp making ma¬ 
chinery for capacity develop¬ 
ment, for which foreign techni¬ 
cal collaboration will be con¬ 
sidered. 

Proposals for foreign collabo¬ 
ration for the manufacture of 
some sophisticated items of 
leather processing machinery 
printing, flour mill machinery, 
iron ore pelletisation plant, 
sophisticated process pump, 
roller bearings, and specialised 
taps of grinding wheels will be 
considered on merit. 

below target 

On machine tools, the pub¬ 
lication says the indigenous 
production was of the order 
of Rs 90 crores during 1974- 
75 and the fifth Plan (1978-79) 
target is Rs 137 crores. Some 
machine tools which are not 
indigenously manufactured at 
present are * being imported. 
However, there are a large num¬ 
ber of items currently imported 
which could be taken up for 
manufacture. 

New capacity can be con¬ 
sidered for the manufacture of 
specialised machinery required 
for the manufacture of nuts and 
bolts and scope also exists for 
setting up specialised machine 
tools components manufactur¬ 
ing facility in major machine 
tool manufacturing centres, 
according to the publication. 

The units in the small-scale 


sector can also expand their 
capacities not only with a view 
to covering additional ranges 
of machine tools, but also for 
updating the products being 
manufactured by them. 

Existing units both in the 
medium and large-scale sector 
should be up-to-date products 
manufactured both in terms of 
design as well as technology, 
it says. Wherever appropriate, 
the government will extend 
facilities like import of pro¬ 
totypes with a view to making 
existing products conform to 
imported requirements. 

reserved item 

in the case of agricultural 
machinery, while there is no 
scope for further licensing of 
agricultural tractors, for which 
there is at present a total ins¬ 
talled capacity of 48,000, ex¬ 
pansion of existing units for 
power tillers will be permitted 
if there is a demand for addi¬ 
tional capacity. Further de¬ 
velopment in the field of agri¬ 
cultural implements is reserv¬ 
ed for the small-scale sector. 

The existing capacity with 
regard to several items of earth 
moving machinery is consider¬ 
ed adequate, leaving no scope 
for new units. 

On commercial vehicles, the 
publication says there is an 
adequate capacity for light 
commercial vehicles and jeeps. 
Almost the entire requirements 
of these vehicles are being 
met indigenously. The govern¬ 
ment is also considering the 
possibility of establishment of 
a unit in the public sector to 
manufacture heavy and medi¬ 
um commercial vehicles. In 
the case of new entrepreneurs, 
proposals for foreign collabo¬ 
ration will be considered on 
merit, it adds. 

In view of the slump in the 
demand for passenger cars 
and the existing capacity not 
being fully used lately, there 
is no scope for creating new 
capacity. For motor cycles, 
scooters and three-wheelers, 
the publication says, any addi¬ 
tional capacity needed could be 
brought about by depending on 
major sub-assemblies' supplies 
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from within the country and 
there is no longer any need for 
import of technology in this 
held. 

The publication also indi¬ 
cates where capacity is ade¬ 
quate or where there is scope 
for further licensing with re¬ 
gard to several items of auto¬ 
mobile anciliaries. 

While there is no scope for 
licensing new capacity for 
bicycles, there is considerable 
scope for development and 
manufacture of three-speed 
light weight bicycles. 

Proposals for foreign col¬ 
laboration for such special 
models of bicycles mainly for 
export will be considered on 
merit, says the publication. 

On nitrogenous fertilisers, 
it says the installed capacity 
is now 19.31 lakh tonnes of 
which 11.28 lakh tonnes are 
in the public sector. Produc¬ 
tion during 1974 was 11.12 lakh 
tonnes. An additional capa¬ 
city of 45.30 lakh tonnes of 
nitrogen has been planned and 
with the implementation of 
these schemes, the installed 
capacity will be 65.10 lakh 
tonnes. 

According to the fifth Plan 
target, a total capacity of 70 
lakh tonnes needs to be firmly 
started by the end of 1976 
including 10 lakh tonnes for 
making the sixth Plan require¬ 
ments and there is therefore 
scope for creation of additional 
capacity. But the future ca¬ 
pacity will have to be based on 
feedstocks other than naphtha, 
such as coal. There is also fur¬ 
ther scope ior licensing addi¬ 
tional capacity forphosphalic 
fertilisers. 

export-oriented 

For soda ash, for which no 
scope exists for creating addi¬ 
tional capacity, export-orien¬ 
ted proposals will be con¬ 
sidered on merit. Proposals 
for putting up caustic soda ca¬ 
pacity for captive consumption 
will be examined. 

On man-made fibres, the 
publication says that due to 
the difficult supply position of 
petrochemicals, such as capro- 
Iact urn the use of man-made 
fibres which are based on ra¬ 
yon grade wood pulp needs 
to be encouraged. But licens¬ 
ing and creation of capacity 


of fibre have in the past been 
ahead of pulp capacity and 
this trend should be reversed. 

For viscose rayon staple 
fibre, there is scope for approv¬ 
ing additional capacity, but 
only integrated schemes for 
the manufacture of both fibre 
and pulp in the country will 
be considered. Schemes for 
viscose rayon filament yam 
will be considered if they arc 
based on indigenous pulp. 
With regard to the installed 
capacity and what has already 
been approved, there is no 
scope for licensing of further 
capacity for nylon filament 
yarn or polyester stable fibre 
and filament yarn or acrylic 
fibre during 1975-76. 

new guidelines 

For pesticides, according to 
the 'guidelines' there is scope 
for licensing of further capa¬ 
city in respect of items like 
toxaphene, aldrine, chlcrdane, 
heptachlor and cndosulfan. 
Most of the plant and equip¬ 
ment for the manufacture of 
pesticides are available from 
indigenous sources and pro¬ 
posals for foreign collabora¬ 
tion for the manufacture of 
basic technical material could 
be considered on merit. At 
present 25 units in the orga¬ 
nised sector with a total ins¬ 
talled capacity of 44,930 ton¬ 
nes per annum are engaged in 
the manufacture of pesticides, 
against licences given for 52,930 
tonnes and letters of intent for 
26,090 tonnes. 

The publication notes the 
rising demand for explosives 
in the next five years with the 
revision of the coal production 
target, and says as there is a 
significant technological gap 
in the field of industrial ex¬ 
plosives, proposals for foreign 
collaboration will be consi¬ 
dered on merit. 

Additional capacities also 
need to he created for certain 
dyes and basic chemicals. 

On drugs and pharmaceuti¬ 
cals, the publication says there 
;s need for increasing the pro¬ 
duction and or establishment of 
capacity for 44 bulk drugs 
which were imported during 
J 973-74 for values exceeding 
Rs 10 lakhs each. Before for¬ 
mulating proposals, entrepre¬ 
neurs arc advised to seek the 


guidance of the ministry of 
Petroleum and Chemicals and 
the ministry of Health and 
DGTD. Foreign technical 
collaboration will have a role 
to play in the field of new and 
sophisticated technology. This 
will, however, he confined to 
important fields of basic drugs 
on merit. 

The manufacturers of bulk 
drugs will be required to supp¬ 
ly specified production figures 
to non-associated or non-manu¬ 
facture formulators as well as 
detailed technical literature in 
respect of the concerned bulk 
drugs, indicating their chemi¬ 
cals, nature and incompatibi¬ 
lity, if any, with other items. 

For paper and paper board, 
there is scope for selective li¬ 
cencing of additional capacity, 
broadly in areas where pro¬ 
gress and implementation of 
the schemes have not been 
satisfactory and where raw 
materials are available. 

Since the paper industry is 
highly capital-intensive with a 
long gestation period, the pub¬ 
lication says applications for 
additional capacity should be 
submitted along with feasi¬ 
bility or project reports. 

For the manufacture of spe- 
ciaity papers, proposals for 
foreign collaboration will be 
entertained. 

slow progress 

With regard to newsprint, 
the fifth Plan target is 2.05 
lakh tonnes capacity. Besides 
NEPA, whose capacity is be¬ 
ing expanded from 30,000 ton¬ 
nes to 75,000 tonnes per year, 
a newsprint project in Kerala, 
with a capacity of 80,000 ton¬ 
nes per year is being set up in 
the public sector. In view of 
the “slow progress 4 ’ of the 
schemes so far approved, the 
publication says, the licensing 
of addtional capacity for news¬ 
print is considered necessary. 

For rayon grade pulp, there 
is still scope for licencing of 
additional capacity and foreign 
collaboration for tyrecord and 
special grade pulp will be con¬ 
sidered on merit. 

For sugar, there is no scope 
for licencing new units in 
1975-76, except for some pro¬ 
posals for an addition to capa¬ 
city, including expansions 
which are already under the 


government’s consideration. 

For the ftiture growth of the 
sugar industry, the publication 
says some of the exsisting 
plants should be modernised to 
co-ordinate the development 
of the industry with scientific 
development of sugarcane, 
production with a higher suc- 
crose content and a longer 
crushing season. 

Licences have already been 
issued to increase the overall 
capacity of sugar to about 70 
lakh tonnes per annum by 
1978-79. The publication also 
envisages scope for establish¬ 
ment of new units for cotton 
seed oil subject to the condi¬ 
tion that cotton seed will be 
delinked and decorticated be¬ 
fore crushing and the capacity 
would not be used for crushing 
major oilseeds like mustard, 
rape, groundnut, linseed and til. 
Creation of additional capaci¬ 
ty for toilet soaps will be con¬ 
sidered on merit in regions 
where there is no toilet soap 
capacity. 

bridging the gap 

For bicycle tyres there is a 
gap in capacity and this will 
be reserved for development in 
the small scale sector, but 
there is no scope for licencing 
capacity for automobile tyres 
in the immediate future. Fur¬ 
ther development of the lea¬ 
ther footwear industry is re¬ 
served for the small scale sec¬ 
tor and only expansion of exist¬ 
ing units or the setting up of 
export-oriented units will be 
permitted in the organised sec¬ 
tor. 

While an additional capacity 
of 20 lakh tonnes for cement 
is expected to materialise in the 
next two years, the publication 
says proposals for additional 
should be take into account, 
various aspects like utilisation 
of low grade lime stone after 
benefication and encourage¬ 
ment to installations of small 
units in areas with small de¬ 
posits of limestone and hav¬ 
ing limited demand. 

Proposals for large coastal 
plants mainly geared for ex¬ 
ports will be considered on 
merit. 

No additional capacity ior 
the manufacture of dgarettee 
is envisaged, as the licensed 
capacity is considered adequate. 
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General Yakubu Gowon, who was the head of the authoritarian regime in 
Nigeria, was ousted by a military coup. It cannot be emphasized too strongly 

252 that the deposed president had many achievements to his credit during the 

254 P cr * 0< * was ! ^ e b° ss government and country. For instance, he fought 

off successfully, even if ruthlessly, the Biafran bid for secession. By winning that 
civil war he certainly preserved the unity and territorial integrity of Nigeria. Again, 
he took a purposeful interest in the development of the rich natural resources of his 
country and in promoting its industrialization. His administration was remarkably 
267 successful in generating an economic climate which appealed to foreign capital and 
technology powerfully. The oil boom, which Nigeria could cash on in a spectacular 
way by virtue of its recently discovered oilfields, flooded the economy with resources, 
which promptly made it possible for its government to contemplate new horizons of 
264 , rapid development. 
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ports of Cables. 269-272 

Company Affairs 


The geneial himself had the reputation all along of being an efficient administra¬ 
tor, who was also clean and honest in his private life or public conduct. The revolt 
against the Gowon regime would not have been precipitated if the basic provocation 
of authoritarianism, even if benevolent, had not been present. Jt may not be clear at 
present what system or kind of government would replace the deposed general, but it 
may be assumed that his successors in power will come under tremendous pressure 
to make good the deferred promise of the deposed president, who had also been 
their chief, to return the country to normal civilian administration and popular 
government. 


General Gowon strode the African stage like a Colossus who had the power to 
make or mar men and matters in that continent's richest and most populous country. 
Now, as he himself puts it, he is just another Nigerian who, having been told while 
on alien soil that there is a nefo dispensation in Lagos, has sent word to folks at 
home that he accepts his dismissal. When all else is forgotten about General Gowon, 
it may be said of him that, in his down-fall, he was not disgraced. 
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Steel; Jiyajeerao Cotton; Dun¬ 
lop; News and Notes; New 
Issues; Dividends; Licences 
and Letters of Intent. 275-278 
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Opening up the economy 


In her broadcast to the nation on July 1, 
1975, Mrs Indira Gandhi had said that the 
people should not expect “magic remedies 
and dramatic results'’. Little did she 
know that within a fortnight of her add¬ 
ress, the rate of inflation in our country 
would turn negative. The index of whole¬ 
sale prices in the week-ended July 12, 
1975, was 2.1 per cent lower than that of 
the level attained by it in the correspond¬ 
ing week in the preceding year. It would 
not be easy to assess as to what propor¬ 
tion of this downtrend was due to mea¬ 
sures taken in the wake of the emergency 
or becuuse of steps taken earlier but 
there was no doubt that the achieve¬ 
ment was creditable. There was also a 
possibility of this trend in prices being 
reversed since the government had per¬ 
mitted in recent weeks increases in the 
prices of coal, steel, kerosene, cooking 
gas, diesel oil, aluminium and hike in 
coastal freight rates. Unless vigilance 
was exercised on this front, the joy of 
boasting “to be one of the few countries 
in the world which can claim to have a 
negative rate of inflation" might prove 
short-lived. 

In a review of the economic situation 
(see page 289), the ministry of Fi¬ 
nance had forecast a leap of five to six 
per cent in national income in the current 
financial year as against a rise of two per 
cent only in 1974-75. This assessment 
was based on expectations of significant 
expansion in production both in agricul¬ 
ture and industry. The production of 
foodgrains in the current year was anti¬ 
cipated to reach 114 million tonnes out 
of which as much as 69 million tonnes 
was expected in the coming kharif season. 
In organised industry, output was ex¬ 
pected to increase by six per cent as the 
power and coal supply position had eased 
considerably and all possible assistance 
was being provided by the government 
to maintain the supply of inputs and 
infrastructure. 

The earnestness created by the changed 
mood of the country did not have uni¬ 
form effect on all those who were plying 


the levers of the economy. This was not 
unexpected. Some of them were bound to 
be carried away by the prevailing passions 
or their own rhetoric or both. Mr T.A. 
Pai, the minister for Industry and Civil 
Supplies, who has acquired the reputation 
of being one of the most clear-headed 
members of the cabinet, threatened 
in the Rajya Sabha on July 28, 1975, 
to change the management of industries 
which failed to reach 75 per cent of 
installed capacity. 

Perhaps Mr Pai was confident that in¬ 
dustrial units in the public and private 
sectors were likely to maximise the utili¬ 
sation of their capacities (reaching up to 
75 per cent) as the major constraint, 
namely, the shortage of power and coal 
had, by and large, been eliminated and 
that the threat of change in management 
therefore was purely academic. What 
he failed to appreciate was that produc¬ 
tion in the industrial sector was keenly 
linked with offtake which was a function 
of the demand pull of the market. If the 
demand in the market did not pick up 
and the revival in the foreign markets was 
also hesitant, the manufacturers woqjd 
find it difficult to regulate their production 
as well as cash flow. Therefore, merely 
throwing open the valves of the productive 
machinery was not enough. Action at 
various other levels was also essential. 

For example, the government depart¬ 
ments could help the industry by speeding 
up the payments due to it. The en¬ 
thusiasm generated in the government 
offices was not likely to have any meaning 
if the procedures for clearing the payment 
of arears was not changed. This also 
applied to subsidies, draw-backs etc. 
which the industries had earned through 
exports but which were denied to them for 
long periods due to red tape in govern¬ 
ment offices. Also, in some industries 
the excise duties were crippling the poten¬ 
tial demand. They were all right in a state 
of the economy when prices rose by 30 
per cent a year or 2.5 per cent a month, 
on the average. 

With stability in prices, the offtake of 


consumer goods in particular was likely 
to slow down. Relief in excise duties 
could be a great help. Thus, threats 
or verbal assurances alone would not 
give the expected push to the economy. 
For this, a sense of urgency and quick 
review of the problems facing each in¬ 
dustry will need to be undertaken in each 
ministry and prompt remedial measures 
will have to be taken expeditiously. 

The economic review prepared by the 
ministry of Finance took credit for the 
slower rate of expansion in money supply 
which, according to it, was partly respon¬ 
sible for the downturn in prices. Surely* 
cases in which the credit limits were used 
for illegitimate purposes needed to be 
severely dealt with but legitimate needs of 
industry should not be denied. The 
ministry of Finance had taken the view 
that only priority industries should not be 
starved of funds. The line of demarcation 
between the priority and non-priority 
sectors in industry had become very thin. 
The industrial units in whatever sector 
set up with scarce resources would need 
to work at the maximum capacity not only 
to add to the gross national product but 
also to provide sustenance to workers 
employed therein. 

In the wake of the persistent reces¬ 
sion in the recent past in some of the 
industries, particularly those related to 
consumer durables, the employers were 
finding it hard to keep the full contin¬ 
gent of workers on their rolls. If the 
government did not rush to their assis- 
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tance in time, they would be forced to 
close down production which would 
cerainly be against the spirit of the times. 
It was essential therefore to assist each in¬ 
dustrial unit without paying attention to 
the artificial demarcation of its being in 
the priority or non-priority sector. 

The review of the current economic si¬ 
tuation prepared by the ministry of Fi¬ 
nance, a reference to which was made 
earlier, rightly emphasised the importance 
of “avoiding large-scale deficit financing”. 
However, the tempo of fresh investment 
had been slowed down for the past few 


years as the country had not been able to 
fully utilise the available capacity. The 
time had therefore come to devote more 
attention to new projects instead of gett¬ 
ing bogged down with continuing schemes. 
The plan for the current year had stepped 
up the outlay by 23 per cent which would 
be absorbed by schemes on the anvil. 
It was time that the process of long-term 
planning which got interruped in recent 
years, was once again put on the rails. 
Let us not forget that every scheme of 
moderate sizx 1 still lakes a minimum of five 
years for being translated from a drawing- 
board blue-print into a working plant. 


Towards bigger challenges 


Tin; Plan document for 1975-76 outlin¬ 
ing an outlay of Rs 5978 crores in the 
public sector against Rs 4844 crorcs in 
1974 75 is mainly a reiteration of the 
indication given by the union Finance 
minister, Mr C. Subramaniam, when he 
presented his budget proposals to Par¬ 
liament in February this year. Die 
revised outlay is only marginally higher 
by Rs 18 crorcs though the sectoral 
allocations have been readjusted some¬ 
what in order to quicken the phase of 
implementation of projects in the core 
sector and secure the maximum result 
within two years. For a time, there was 
speculation over the contours of the 
Annual Plan as it was debated in some 
circles that excessive expenditure on 
new and continuing schemes might 
aggravate inflationary pressures and it 
would be advisable to pursue a policy 
of consideration and even slow down the 
pace of the fifth Plan. The developments 
since September last year however en¬ 
courage the hope that an awkward up¬ 
ward rise in prices has been halted and 
with an improvement in agricultural 
production and power availability the 
growth rate of inflation can be brought 
down considerably and public spending 
incurred in a fruitful manner. 

With bright prospects for bumper 
kharif crops and the elimination of 
power shortages in many states follow¬ 
ing statisfactory rainfall in catchment 
areas and improved functioning of ther¬ 
mal statidns, it can even be expected that 


the increase in wholesale prices will be 
only 8-10 per cent in 1975-76 against 
nearly 30 per cent rate witnessed in the 
first half of 1974-7s. Even the reduced 
increase in the index of wholesale prices 
would not take place but for the need 
to effect adjustments in prices for coal, 
steel petroleum products, aluminium 
and other items. With the public sector 
units in a position to raise their output 
of heavy engineering goods and heavy 
electrical equipment and the possibility 
of an increase in industrial production 
by over eight per cent, the government 
and planners may even have a problem 
of absorption of a larger volume of in¬ 
dustrial product^ if public spending was 
not suitably raided. 

An incrcaM 1 in Plan outlay by Rs 
1134 crores in 1975-76 in the absence 
of any big rise in wholesale prices will 
certainly be helpful in stimulating 
activity and absorbing the increased 
output of the heavy and basic in¬ 
dustries. The additional allocation is 
accounted for to the extent of Rs 885 
crorcs by power and industrial projects 
while agriculture and irrigation will be 
claiming additionally Rs 136 crorcs. Thus 
core sectors alone will be accounting 
for Rs.1021 crores. However, important 
developments have taken place since 
the Plan document was formulated and 
the aggregate outlay may be higher than 
Rs 5978 crores. This is because in 
the demands for supplementary grants 
recently presented to Parliament the 


public sector undertakings will get an 
extra allocation of Rs 74 crores while 
the Agricultural Refinance Corporation 
(ARC) will be providing additionally 
Rs 20 crores for projects which have 
received aid from the Interna¬ 
tional Development Association (IDA) 
but progress on which had 
been delayed due to the paucity of 
resources. The state governments also 
are to receive additional special assis¬ 
tance of Rs 75 crorcs apart from Rs 50 
crorcs for overcoming ways and means 
difficulties. The coal industry is being 
compensated for the reduced internal 
generation of resources due to the 
delayed decision to increase coal pri¬ 
ces. 

The aggregate outlay may thus be 
Rs 6100 crores even allowing for some 
shortfalls in resources in particular 
directions due to a higher level of non- 
Plan expenditure. There is however 
reason to feel that . the resources 
budget will be different in its content by 
the end of the year as it can certainly 
be expected that the increase in revenues 
on the basis of the massive tax effort 
for 1974-75 will be much higher than 
the estimates while borrowing through 
loans of central and state governments 
and bonds of public bodies can easily 
letch Rs 250 crores more than the 
assumptions made by the planners. Ex¬ 
ternal assistance too has been on a 
larger scale and with a promise of nearly 
two billion dollars (gross) from the 
Aid-India Consortium, the World Bank 
and the IDA, the availability of resour¬ 
ces in terms of rupees and foreign 
exchange will be easily more than Rs 
500 crores. Even if non-PJan expendi¬ 
ture increased by Rs 100 crores the 
size of the Plan can still be Rs 6400 
crores. 

The union Finance ministry seems to 
be aware of the possibilities in this 
regard as it is..significant to note that 
the demands for supplementary grants 
do not contain any item asking for 
authorisation for a higher level of non- 
Plan expenditure. It is perhaps too 
early in the financial year to seek sup¬ 
plementary grants for this purpose 
though it has already been indicated 


EASTERN ECONOMIST 


251 


Aueusr 9, 1975 



by Mr Jagjivan Ram, union minister 
for Agriculture that the subsidy on 
sales of fertilisers will increase on ac¬ 
count of a reduction in pool prices. 

The planners will have to maintain 
a careful watch over the utilisation of 
funds and the implementation of sche¬ 
mes as for the first time in the Plan 
era a serious challenge has been posed 
to the executors of projects. An addi¬ 
tion to generating capacity of around 
1700 m.w. in 1974-75 was by itself 
considered a major achievement. The 
target for 1975-76 is 2620 m.w. of new 
capacity which will certainly be helpful 
in boosting power availability if it is 
fully achieved. Even this performance 
will not help the planners to reach the 
goal of 16,000 m.w. of new capacity for 
1974-79 as the average increase in the 
remaining three years will have to be 
39,000 m.w. of capacity which is a for¬ 
midable challenge indeed. It will be 
possible however to find out from the 
experience of the current year to what 
extent power consumption will increase 
with a higher level of activity and in 
what manner the deficiency if any in 
the pace of implementation of power 
projects can be overcome with better 
operating efficiency of the thermal 
stations. 

As thermal capacity will be 
over 9,000 m.w. in the current year and 
even a 10 per cent improvement in ope¬ 
rating efficiency can make available an 
extra capacity of 900 m.w., it can be 
said for all practical purposes that the 
addition to capacity in 1975-76 will be 
even 3600 m.w. The effective use of new 
capacity will of course depend on how 
the different schemes are completed. But 
the benefit of the latest effort will be 
fully felt in J976-77 especially if tho 
existing thermal stations too acquit 
themselves creditably. 

The question now is how allied 
development will take place. There 
will surely have to be a massive pro¬ 
gramme for energising pumpsets in areas 
Where there are vast underground water 
resources. There will also have to be 
more effective coordination of the acti¬ 
vities of the different regions as an im¬ 


provement in total power availability 
need not necessarily be reflected in a 
significant increase in power supply in 
regions such as Uttar Pradesh. The 
interlinking of state grids and facilities 
for intra-regional transmission also will 
have to be completed urgently and in¬ 
telligently. The additional production 
of agricultural commodities and indus¬ 
trial goods can take care of any accen¬ 
tuation of inflationary pressures arising 
out of an increase in the tempo of public 
spending. The government machinery 


A delegation sponsored by the Indian 
Chamber of Commerce, Calcutta, to Italy 
in June this year has reported that there 
is a large scope for promoting collabora¬ 
tion with Italian industry in India. Some 
of the fields identified by the delegation 
for collaboration are jute mill machinery, 
food processing, high speed stranding 
machines, inorganic chemicals based on 
minerals, leather tanning chemicals and 
processing, marble and granite, mica, 
paper and insulation, tea packaging 
machinery, acetylene gas cylinders, furfu¬ 
ral from bagasse, rayon pulp, and fibre 
glass. It is not clear, however, to what 
extent the delegation has succeeded in 
creating an active interest among Italian 
businessmen for setting up industries in 
the above fields in our country. The 
delegation has observed that the prospects 
for establishing a joint ventures for the 
manufacture of jute mill machinery are 
bright and that it will be possible to in¬ 
crease the productivity of the looms by 
three times in India and make them much 
cheaper than the imported ones. India 
has already made considerable progress in 
the development of jute mill machinery. 

There are at present about 10 major 
manufacturers in this field, besides many 
small units. The union ministry of 
Industry has identified 13 items for deve¬ 
loping indigenous competence and reduc¬ 
ing imports of this item. The latest 
annual report of the ministry says that 
one of “the heartening developments” in 


however should be equal to the task of 
spending over Rs 500 crores every 
month in the public sector If the target 
can be eventually raised to Rs 6400 
crores as stated above and easier power 
availability and raw materials can ac- 
tivise unused industrial capacity, the 
bogey of inflation can be laid to rest. 
What happens in the next few months 
will determine the future of the fifth Plan 
besides providing answers for many 
difficult questions. 


this sphere has been the manufacture of 
conversion sets through indigenous 
research and that one firm has already 
gone into production for such conversion 
sets. 

It is stated that effort is also being 
made to indigenisc completely the pro¬ 
duction of drawing and spinning frames 
and softeners. Jute cards and dressing 
machines which were formely imported 
are now being produced in our country. 
It is also encouraging to note that a large 
number of looms have been recently 
exported by India and a jute mill also has 
been set up in Uganda involving the 
export of machinery from India. In the 
above background, it remains to be seen 
to what extent Italian participation in the 
manufacture of jute mill machinery will 
be of actual use to our industry in 
increasing productivity and reducing 
costs. 

• 

In regard to many other industries 
also, identified by the delegation, consi¬ 
derable progress has been and is being 
made in undertaking their manufacture. 
However, there must still be scope for 
increasing the production because in 
many cases the government of india has 
not assessed the demand or fixed targets 
for their manufacture. The contacts built 
up by Indian industrialists with their 
Italian counterparts should therefore be 
useful to our country to explore the 
possibility of setting up joint ventures in 


Prospects for 

Indo-ltalian collaboration 
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various field. The delegation has observed 
that Italian firms are eager to make 
available their technology and machinery 
on a deferred payment basis and that 
Italian technology has been of a high 
standard. 

The delegation has also indicated 
that there arc possibilities of im¬ 
porting complete lines of manufacture 
from Italy especially in cotton textiles, 
shoe-making and food-processing. It has 
observed that some of these plants are 
getting out-dated by European standards 
but they can be useful for India and can 
be had on reasonable terms. But caution 
is necessary to make sure that such 
plants are actually suited to Indian con¬ 
ditions and requirements. 

Recently the Trade Development 
Authority of India (TDA) has entered into 
an agreement with certain foreign 
cogntries for the transfer of working 
industrial plants to India. It is proposed 
to transfer plants from West Germany, 
Australia and Belgium for manufacturing 
industrial relays, ready-made garments, 
bicycle chains, wheels, crank shafts and 
automobile ancillaries and the intention 
is to re-export at least 60 per cent of 
their production. It is presumed that in the 
case of the transfer of plans from Italy 
also, there will be provision for the export 
of a substantial portion of the production. 

India has been receiving technical assis¬ 
tance from Italian firms for the manu¬ 
facture of cars, viscose fibres, printing 
.machines, oil refinery, teleprinters, 
pharmaceuticals, and other products. So 
far, over 90 collaboration agreements 
with Italy have been approved by the 
government of India and there seems to 
be better prospects of setting up more 
such ventures in the near future. Italian 
expertise should be of considerable 
assistance to Indian industry in impro¬ 
ving the quality of production and m 
keeping it closely and continuously ac¬ 
quainted with the changing trends, in the 
international market especially in items 
such as garments, shoes, and other kinds 
of sophisticated products. 

The delegation seems to have felt 
that the scope for promoting trade to 
Italy is not substantial. The total trade 


turn-over between India and Italy in 1973- 
74 amounted to Rs 117.4 crores compared 
to Rs 84.8 crores in the preceding year. 
India's exports to Italy totalled Rs 68.3 
crores and imports from that country were 
Rs 49.1 crores. During 1972-73, India had 
exported goods valued at Rs 48.8 crores 
and imports were worth Rs 36 crores. 
Thus the favourable balance of trade of 
Rs 12.8 crores in 1972-73 improved to Rs 
19.2 crores in 1973-74. 

The main commodities exported from 
India to Italy in 1973-74 were leather 
Rs 24.8 crores against Rs 35.4 crores in 
the previous year, coffee Rs 4.6 crores 
against Rs 1.6 crores, rose-wood Rs 2.7 
crores against Rs 2.3 crores, precious 
and semi-precious stones Rs 76 lakhs 
against Rs 31 lakhs and crude opium 
Rs 93 lakhs against Rs 86 lakhs. 

The delegation observed that the 
Italian economv is rapidly recovering 
from the recent set-back and that 


the government has been able to achieve 
some success in checking inflation. 

The government recently removed 
the 50 per cent import deposit scheme 
which had been introduced to curtail 
imports. The reopening of the Suez 
Canal is also expected to assist the fur¬ 
ther recovery of the Italian economy. 
Indian manufacturers and merchants 
therefore should take a greater interest in 
exploring the Italian market for both 
traditional and non-traditional goods. 

The delegation also revealed that it has 
received several complaints from Italian 
firms about delays in receiving payments 
from India. The government of India 
and the Reserve Bank should look into 
this aspects and ensure prompt payment. 
The government should also examine the 
feasibility of concluding a double taxation 
agreement with Italy, which' is another 
important recommendation made by the 
delegation. 
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Wage revision in steel • Power generation 

Fuel efficiency 


The new wage agreement for the steel 
industry, which has been negotiated last 
week, marks a considerable improve¬ 
ment over such agreements concluded 
hitherto. For the first time, the represen¬ 
tatives of the three central trade union 
organisations, namely, the Indian Na¬ 
tional Trade Union Congress (INTUC), 
the All-India Trade Union Congress 
(AITUC), and the Hind Mazdoor Sabha 
(HMS), have agreed with the manage¬ 
ment that the incidence of the new wage 
pact should not be passed on to consu¬ 
mers in the form of higher steel prices 
but ought to be absorbed fully by the in¬ 
dustry itself through higher production 
and productivity. The serious impact that 
the implementation of the recommenda¬ 
tions of the last wage board for the coal 
industry had on the prices of coal appa¬ 
rently provided the backdrop for the 
negotiations in respect of the last week’s 
wage agreement for the steel industry. 

consumer interests 

The realisation on the part of both the 
workers and the management that they 
have to keep in view the interests of the 
consumer while negotiating revisions in 
wage structures should augur well for the 
government's drive towards the contain¬ 
ment of the prices spiral. Simultaneously, 
concerted efforts need to be made by 
managements of industrial units to obvi¬ 
ate unnecessary expenditures. It is only 
then that they can evoke full cooperation 
from workers. 

The new wage agreement for the steel 
industry covers the workers of the steel 
plants at Rourkela, Bhilai, Durgapur, 
Bokaro, Jamshedpur, Burnpur and 
Bhadravati. 

The following arc the highlights of the 
agreement: 

(I) The minimum basic pay of workers 
will be increased from Rs 200 to Rs 300 
per month by merging Rs 100 from the 
dearness allowance. The minimum wage 
as a result of the revised scale as on Sep¬ 
tember 1, 1974, will be Rs 393 (basic Rs 
300 plus fixed dearness allowance Rs 62 
plus variable dearness allowance Rs 31). 


In addition, there will be a guaranteed 
minimum benefit of Rs 18 or one incre¬ 
ment, whichever is higher, to every wor¬ 
ker. 

(2) The arrears of additional wages will 
be given on the basis of an ad hoc pay¬ 
ment of Rs 42 a month to each worker 
with effect from September 1, 1974. 
However, the guaranteed minimum bene¬ 
fit will be given without any deduction. 

(3) A new pay-scale has been incor¬ 
porated in the agreement for specialised 
and senior skilled workers. The maxi¬ 
mum basic pay for them has been fixed 
at Rs 1,000 per month. 

(4) House rent allowance is to be pro¬ 
vided at the rate of 10 per cent of the 
basic pay (prior to revision as prevailing 
in August, 1974) for those employees who 
have not been allotted staff quarters. In 
addition, employers have agreed to pro¬ 
vide basic amenities like water, roads and 
electricity in the bustces on the lands of 
the companies around the steel plants 
where some employees live. 

(5) The employers would make all 
possible efforts to lend assistance to the 
existing distribution system for essential 
commodities. Efforts will also be made to 
persuade (he respective state governments 
to bring the steel townships under statu¬ 
tory rationing. 

free education 

The employees will further benefit from 
the extension of free education to their 
children upto the matriculation standard, 
increased transport subsidy and liberal 
benefits to employees who get injured on 
duty through full payment during disabi¬ 
lity period. It has also been agreed to 
provide employment to one direct depen¬ 
dent in the case of permanent disablement 
or death of a worker due to accident on 
duty. 

In recognition of the special contribu¬ 
tion made by late Mohan Kumaramanga- 
lam, the industry has agreed to take 
necessary steps to establish rehabilitation 
centres in his memory for providing assis¬ 


tance to those employees who have suffer¬ 
ed permanent disablement as a result of 
some accident. 

It has as well been resolved that in¬ 
dustrial peace and harmony would be 
maintained in the steel plants and every 
effort would be made to attain higher pro¬ 
duction and productivity as steel indus¬ 
try’s contribution towards nation’s deter¬ 
mined march to prosperity. 

The agreement will benefit nearly 
2,25,000 workers. It will entail an addi¬ 
tional annual burden of approximately 
Rs 11 crores on Hindustan Steel and about 
Rs 20 crores on the entire steel industry. 

ill * 

The Central Electricity Authority 
(CEA), which is being reactivised and re¬ 
vitalised with the appointment of full¬ 
time members in charge of varioui func¬ 
tions, in a bid to accelerate the develop¬ 
ment in the power sector, is not envisaged 
to be a body merely for the planning of the 
future growth of power generation in the 
country. It will act as a high-powered 
specialised body to look after all the mat¬ 
ters ielated to power policy and genera¬ 
tion. 

functions of CEA 

Among the new functions which have 
been proposed for the CEA include ac¬ 
cording of techno-economic approvals 
to projects, establishment of adequate 
progress monitoring arrangements re¬ 
garding the new power schemes as will 
as the existing power stations, assist¬ 
ing of the state governments in evolving 
personnel policies, assessing of the re¬ 
quirements of scarce materials and their 
allocations, establishing of coordination 
with the electrical equipment manufac¬ 
turing industry and implementation of 
schemes for quality control of coal sup¬ 
plied to power projects. 

The union ministry for Energy is also 
stated to be pursuing vigorously the crea¬ 
tion of specialised cadres for load des¬ 
patch and system operations. Suitable 
changes are being considered in the system 
of cadre management. The intention is to 
build up a cadre of engineer-administra¬ 
tors and engineer-managers. The person¬ 
nel policies are being suitably amended 
for this purpose. 

Arrangements are as well being made 
to improve investigations and project 
preparations so as to firm up the estimates 
of costs, time schedules and material re¬ 
quirements of the projects expected to be 
taken up for implementation in the near 
future. Modern methods of management, 
including inventory control, monitoring 
and personnel administration, are being 
introduced in the state electricity boards, 
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The Electric Supply Act of 1948 is pro¬ 
posed to be amended soon in consultation 
with slate governments- The amend¬ 
ments are currently being worked out. 

With a view to obviating delays in the 
implementation of projects, which have 
led to considerable escalations in their 
costs in the recent years, the Energy minis¬ 
try has sought to draw up targets for every 
level of work. An all-out effort is being 
made to effect imaginative coordinaton 
at the top. 

As a result of the above cffort t the 
Bens-Sutlej link project, which was star¬ 
ted in January 1962, with a 10-ycar 
construction schedule and which, it was 
feared some months back, might spill 
over beyond the fifth Plan period, is now 
expected to be completed well before 
1978-79. A committee recently went into 
the implementation of this project. It 
has come up with a scries of administra¬ 
tive, operational and technical measures 
based on careful identification of the rea¬ 
sons for the delay in implementation and 
has suggested time-bound responsibilities 
for the future. 

The steady improvement in the opera¬ 
tion of the thermal power generation units 
is stated to be continuing. During the 
first quarter of the current financial year, 
thermal generation is said to have been 
nearly 18 per cent more than what it was 
during the corresponding period last year. 
As a result of the encouraging rains, the 
hydel generation is also stated to have re¬ 
corded an impressive improvement in the 
recent past, barring at a couple of pro¬ 
jects such as Rinand in the case of 
which rains in the catchment areas have 
been insufficient. 

* * 

Encouraged by the response of 150 units, 
mostly belonging to the engineering, po¬ 
wer, chemicals, textiles, glass, ceramics, 
cement, refractories and tea industries, to 
the first fuel efficiency survey launched by 
the Indian Oil Corporation (IOC*), the 
National Productivity Council (NPC) 
and the Directorate-General of Technical 
Development (DGTD) in August last 
year, the three organisations have re¬ 
cently surveyed another 159 establish¬ 
ments in the engineering, chemicals, 
processing, textiles, glass, ceramics, ce¬ 
ment, refractories, food, leather, drugs and 
pharmaceuticals, paper and pulp, distilla¬ 
tion, rubber, sugar, vanaspati and power 
generation industries with a view to bring¬ 
ing down the consumption of furnace oil 
on the imports of which the country has 
to sjpend quite a sizeable amount of foreign 
exchange. Under the survey conducted 
last year, the 150 industrial units were ex¬ 
pected to bring down their furnace oil 
consumption by 90,373 Id. — 37,749 kilo¬ 


litres in the short range of three months, 
20,380 kl. in the medium term of about 
nine months and 32,244 kl. in the long 
term of about 18 to 24 months. Various 
measures had been suggested to the in¬ 
dustrial units concerned by the K3C- 
NPC-DGTD team of experts for improved 
utilisation of furnace oil and replacement 
of this fuel by coal to the extent possible. 

The second survey, conducted during 
the four months to July this year, has re¬ 
vealed that if the industrial units follow 
recommendations of the team of experts, 
a saving to the extent of 124,669 kl. can 
be effected in the consumption of furnace 
oil — 13,315 kl. during the short term, 
44,882 kl. during the medium term and 
49.472 kl. in the long term. Taking both 
the surveys together, the total saving in 
the consumption of furnace oil would be 
of the order of 215,042 kl. — nearly 18.6 
per cent of the current consumption of this 
petroleum product (630,000 kilolitres). 
At current prices, this will mean a saving 
of about Rs 18 crores. 

specific areas 

The following specific areas have been 
identified by the IOC. NPC and DGTD 
experts in which savings can be effected 
in the consumption of furnace oil: (i) 
storage and handling of furnace oil; ( ; ii) 
preparation of furnace oil before combus¬ 
tion and efficient automisation; (iii) sel¬ 
ection and maintenance of burning equip¬ 
ment; (iv) selection and maintenance of 
instrumentation: (v) steam distribution, 
thermal insulation, condensate recovery 
and steam pressure, and (vi) waste heat 
recovery. 

In the medium and long terms, some 


adjustments in equipments will have to 
be made by the industrial units. But this 
is not expected to cost more than the 
savings which can be effected in the con¬ 
sumption of furnace oil in about three 
months. 

The experts team has recommended 
that, wherever feasible, major industries 
should set up in-house energy manage¬ 
ment cells in order to focus the required 
special attention to fuel efficiency matters. 
Assistance will be rendered by the 
National Productivity Council. 

improved equipment 

On the recommendations of the ex¬ 
perts team, the DGTD, the NPC and the 
industries concerned with burners and 
forging furnaces have already initiated 
action plans for bringing about improved 
equipment designs aimed at increased fuel 
efficiency. A special manual on the me¬ 
thods of efficient utilisation of furnace oil 
has also been brought out as a guide for 
industrial consumers. 

The DGTD and the NPC are also en¬ 
gaged in an exercise of evolving a scheme 
of rationalisation of norms of consump¬ 
tion of furnace oil per unit of production, 
in consultation with the industries con¬ 
cerned. 

The team has also submitted detailed 
reports on fuel efficiency pertaining to fur¬ 
nace oil to all the industrial units covered 
during the survey. These findings are be¬ 
ing reviewed in consultation with the in¬ 
dustries concerned in order to evolve 
appropriate action plans for implementa¬ 
tion. 
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Iii u capitalist society, the solution of the pro¬ 
blem of w age determination is generally sought in 
the marginal productivity theory of wages. That, 
however, has remained more or less a theoretical 
nicety due to the imperfections in the practical 
world which hinder its operation in actual prac- 
ticc. Hence, wages in a capitalist society, have 
been a function of the capitalist captains of indus¬ 
try, acting in conjunction with the law of demand 
and supply. True, the State-control has made its 
appearance, particularly in the field of fixing fair 
wages where they arc unfair and also to a certain 
extent regarding living wages. In a planned eco¬ 


nomy as in the U.S.S.R., however, the class of 
captains of industry is conspicuous by its absence 
because the Soviet incentives, though they may 
momentarily exhalt this or that hero of industry, 
create no separate class in the community. Unlike 
the motive of making profit, the Soviet incentives 
act upon the entire mass of those engaged in 
work. Whereas, due to the inherent capitalistic 
structure of society, the extent of the State control 
is bound to be limited in other countries, in the 
U.S.S.R., it is the State from which institution, 
the decisions regarding wages and their individual 
and industry-wise allocation, emerge. 
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.No matter where you live there's a Tata yard nearby. See the map. Note the 14 stockyards 
(dotting it...strategically placed for your convenience. Much quicker than contacting 
^Jamshedpur Works. When you need steel, just phone or write to the nearest stockyard/ ■ 
'You can also get expert metallurgists^advice on our new steel products and their uses,’ 



Head Sales Office & Stockyard 
43 Chowringhee Road 
Calcuita 700 016 
Telegrams: IRONCO 
Telephone: 446301 
Telex . TATIND CA 021-7508 

Ahmedabad 

Imperial Restaurant Bldg. 

Relief Road. Ahmedabad 380 001 
Telegrams: TATASTEEL 
Telephone: 22168 
Telex: TATIND AM 012*274 


Bangalore V 

20 J Mahatma Gandhi Road 
Bangalore 560 001 
Telegrams: TlSCOSALE 
Telephone: 51616, 52263 
Telex: IRONCO BG 043-265 

Bombay 

New India Assurance Building 
87 Mahatma Gandhi Road 
Fort. Bombay 400 023 
Telegrams: TlSCOSALE 
Telephone: 259131 
Telex; TATIND BY 011-273T; 
011-2618 

Coehln 

Minerva Building 
18/377F Mahatma Gandhi Road 
Ernakulam. Cochin 682 011 
Telegrams: TlSCOSALE 
Telephone: 31149 
Telex: TISCO KC 046-255 

Delhi 

Bank of Baroda Building 
3rd Floor, 16. Parliament Street 
New Delhi 110001 
Telegrama: TlSCOSALE 
Telephone: 311635, 311426. 386130 
Jjtat.TlSCQ.ND 031^476/ 


Jamshedpur 

The Manager 

Jamshedpur Sales Stockyard 
The Tata Iron and Steel Co. Ltd. 
(General Office Building) 
Jamshedpur 831 001 
Telegrams: SALESYARD 
Telex: TATAIRON-JR 026-201 

Jullundur 

♦Grand Trunk Road. Civil Lines 
Jullundur City 144 001 
Telegrams: IRONCO 
Telephone * 2539. 5469 
Telex: IRONCO JL 038-213 

Kanpur 

Navroz Building, The Mall 
Mahatma Gandhi Road 
Kanpur 208 001 
Telegrams: IRONCO 
Telephone 62297,61582 
Telex: TATIND KP 032-234 

Madras 

Indian Bank Building 
3rd Floor, 17. North Beach Road 
Madras 600001 
Telegrams: IRONCO 
Telephone: 21943 
TsiatulAONCO MS 041-7339 


Nagpur . 

Commercial Road, Nagpur 440 001 
Telegrams: IRONCO 
Telephone: 33209 
Telex: TATIND NP 013-232 

Patna 

146 Pataliputra Colony 
Patna 800 013 
Telephone: 26566 
Telex: TATIND-271 PT 

Secunderabad 

126 Sarojini Devi Road 
Secunderabad 500 003 
Telegrams: IRONCO 
Telephone: 72240, 76084 
Telex: IRONCO HD 015-267 

Vijayawada 

Andhra Bank Bfdg. 

Raja Rengayapparao Street 
Vijayawada 520 001 
Telegrams: IRONCO 
Telephone: 3668 
Telex: TATIND VJ 047-205 


TATASTEEL. 
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Rural income inequalities in 

r. d. Singh eastern Uttar Pradesh 


Despite almost a quarter century of plan¬ 
ning and development, and the initiation 
and spread of wheat revolution in Indian 
agriculture during the last half-a-decade 
or so, there remains a vast number of 
people whose economic conditions seem 
to have, if not deteriorated absolutely, 
remained more or less stagnant. In fact, 
the technological breakthrough in agri¬ 
culture has tended to increase economic 
disparities not only among the various 
groups of people in the same region(s) 
but also among the various regions. The 
scarcity of land and the heavy population 
pressures have led to a continuous rise in 
the number of the marginal and sub- 
marginal farmers and the landless labour¬ 
ers in the countryside, a phenomenon 
particularly moie pronounced in the re¬ 
latively more backward regions—such as 
the eastern Uttar Pradesh, in parts of 
Bihar, Orissa, West Bengal and Assam, 
where the average size of land holdings 
ranges between two and three acres with 
majority of the farms being non-viable. 
And, it is these sections of people in 
whom rural poverty is most conspicuously 
concentrated. 


problems of poverty 

This is not to suggest that the problems 
of income inequalities and poverty are of 
recent origin. These inequalities have 
been with us and with many developing 
economies for long and from time to time 
have aroused interests of economists, poli¬ 
ticians and administrators alike. India's 
Teeming Millions written by Dr Gyan 
Chand in the late thirties is an exam¬ 
ple of a classical work laying bare the 
problem of poverty of the Indian masses. 
Similarly, special reference has been made 
in country’s five-year Plans about the prob¬ 
lems of the weaker sections and the need 
for their uplift. To quota from the second 
five-year Plan, “the benefits of economic 


i Associate Professor of Agricultural Econo¬ 
mics, G.B. Pant University of Agriculture & 
Technology, Pantnagar, District NainiUtI (UP) 
India. The author acknowledges with gratitude 
the valuable assistance rendered by Mr PK. 
Jwhi, a gimduate student of this departdient and 
Mr M.K. Mehrotra who worked as Research In¬ 
vestigators and i* now working as an officer in 
the United Commercial Rank. 


development must accrue more and more 
to the relatively less privileged classes 
of society. The problem is to create a 
milieu in which the small man who has 
so far had little opportunity of perceiving 
and participating in the immense possibi¬ 
lities of growth is enabled to put in his 
best. . .In the process, he rises in eco¬ 
nomic and social status”. 1 

economic disparities 

The currently growing concern about 
the two-fold problems of widespread 
economic disparities and poverty among 
the weaker sections has been clearly de¬ 
monstrated b\ deliberations in Indian 
Parliament, by so vehement ‘Garibi 
Hatao’ movement launched by the Indian 
National Congress, as well by some of 
the recent schemes initiated especially 
for the landless and the marginal/small 
farmers including those pertaining to 
rural employment by the central and state 
governments. Similarly, economists too 
have shown interest in this problem 
as evident from the recent work of B.S. 
Minhas 2 and Dandekar and Rath; 3 whose 
estimates are primarily based on the Na¬ 
tional Sample Survey data, and hence, 
are macro in character. There is hardly 
any comprehensive study of this problem 
on regional basis, more particularly with 
respect to inter-group variations in distri¬ 
bution patterns in the rural sector of the 
economy. The present article intends to 
provide a quantitative estimation of the 
magnitudes of income inequalities and of 
poverty with the help of empirical evi¬ 
dence collected from one of the relatively 
less developed regions of the country, 
namely, the eastern region of Uttar Pra¬ 
desh, which ma\ also provide a cross 
check of some of the macro-level esti¬ 
mates. 

The district of Ballia in Uttar Pradesh 
was selected as a representative case and 
it was presumed that this district, with a 
per capita income of less than Rs 200 per 
annum (1969-70) and over 96 per cent of 
its total population residing in rural areas, 
would, by and large, represent conditions 
and problems of the backward region of 
this and its neighbouring state(s), es¬ 


pecially weaker sections of the rural 
economy. Within the district, 20 
villages from Rasra tehsil, the marginal 
farmers and agricultural labour deve¬ 
lopment agency’s project areas, were 
randomly selected with probability 
proportion to size from all of its four 
community development blocks. After 
a complete enumeration of the households 
in each of the sample villages, 98 house¬ 
holds from the marginal farmers (those 
with 2.5 and less acres of operational hold¬ 
ings); 49 from small farmers (2.51 to 7.50 
acres); 21 from the medium farmers 
(7.51 to 15 acres); and six from the large 
farmers (above Caere's); and 35 from 
the landless labourers were randomly 
selected with probability proportion. 
Data from these households were collec¬ 
ted by personal interview methods with 
the help of prepared and pre-tested sche¬ 
dules pertaining to the year 1970-71. 

pattern of income 

The analysis of the results obtained 
from the empirical findings of the present 
study would be carried through the 
discussion of the pattern of inter-group 
income distribution, the comparative 
levels of income and the magnitude of 
rural poverty in the region. 

Inter-Group Income Distribution : There 
are in the region considerable inter-group 
differences in the levels of income with 
the marginal farmers households having 
the lowest per capita income of just Rs 
100 followed by the landless labourers 
with a per capita income of Rs 133 and 
the small farmers with Rs 135. The medi¬ 
um and the large farmers on the other 
hand have had, respectively, a per capita 
income of Rs 368 and .Rs 416—almost 
three to four times higher than the for¬ 
mer (i.e. the marginal farmers and the 
landless). As revealed by the data in 
Table I, the medium farmers who consti¬ 
tute about 9.90 per cent of the total popu¬ 
lation have to their share 23.5 per cent, 
while the large farmers who form 4.2 per 
cent of the total population, 11,3 per 
cent of the total rural income. As com¬ 
pared to this, the landless labourers who 
form about 16 per cent of the total sample 
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population receive about 14 per cent of 
total income; the marginal farmers with 
about 43 per cent of total population re¬ 
ceive just 28 per cent, and the small far¬ 
mers with 27 per cent of total population 
about 24 per cent of the total income. 

Measures of Income Inequalities: The 
pattern of income distribution both with¬ 
in and between the groups of rural popu¬ 
lation has been examined with the help 
of two of the often used measures of in¬ 
come inequalities: (i) the Lorenz Curve; 4 
and (ii) the Gini Concentration Ratio. 5 

The graph on page 259 shows the be¬ 
haviour of the Lorenz curves fitted with 
the income data (Ox axis showing the per¬ 
centage distribution of income recipients 
while OY, cumulative percentage of total 
income) separately for all the sample 


households belonging to the various 
groups as well as for the groups as a 
whole. 

Lorenz Curves: The bends of the 
various concentration curves around 
the egalitarian line show the existence 
of income inequalities within all the 
sections of rural population, though 
within the weaker sections of the 
landless, the marginal and the small 
farmers (in whose cases the bends of the 
curves are almost identical), the magni¬ 
tude of inequalities is of relatively lesser 
degree than that of the comparative¬ 
ly well-to-do groups of the medium and 
the large farmers. The degree of income 
concentration tends to increase with in¬ 
creasing size of land holdings. The share 
of income received by the lowest 20 per 
cent is only 3.1 per cent in the case of the 


Table 1 

Relative Share of Households Income* in the Sample Rural Region of 
Ballia District (1970-71) 


Category of households 

Annual Income 

Percen¬ 
tage of 
total 
house¬ 
holds 

Percen¬ 
tage of 
total 
popula¬ 
tion 

Percen¬ 
tage of 
total 
income 

Per 

house¬ 

hold 

(Rs) 

Per 

capita 

(Rs) 

l 

2 

3 

4 

5 

6 

Landless Labourers 

1075.88 

133.06 

16.75 

15.97 

13.76 

Marginal Farmers 

774.84 

100.04 

46.89 

42.83 

27.65 

Small Farmers 

1328.66 

135.39 

23.45 

27.14 

23.80 

Medium Farmers 

3067.26 

368.07 

10.06 

9.88 

23.54 

Large Farmers 

5129.70 

415.92 

2.86 

4.18 

11.25 

All Households 

1310.51 

154.56 

100.00 

100.00 

100.00 


♦These estimates are based upon the then prevailing prices in the region. 

Table II 


landless labourers; 2.6 per cent in the case 
of the marginal; 2.8 per cent, of the small; 
and 1.4 per cent of the medium and the 
large farmers. 

The same trend i.e of increasing 
concentration and hence of greater 
inequalities, is to be observed 
throughout the data presented in Table 
II; for example, even if we take the lowest, 
say, 50 per cent of the population belong¬ 
ing to the various groups, the relative 
share of income received by these people, 
group-wise, comes to 20.1 per cent in the 
case of the landless; 19.7 per cent, of the 
marginal; 19.4 per cent of the small, 
and 10.5 per cent, of the medium and the 
large farmers. The top 20 per cent of the 
medium and large farmers on the other 
hand, have to their share as much as about 
63 per cent of the group's total income as 
compared to 46.4 per cent of the small 
farmers, 46.2 per cent of the landless and 
43.3 of the marginal farmers. 

Equally pronounced is the bend of the 
Lorenz Curve, around the line of perfect 
equality, drawn for the entire population 
exhibiting thereby the existence of con¬ 
siderable inequalities in income distribu¬ 
tion among the rural prople as a whole. 
Of the entire sample population, the lowest 
20 per cent of them receive just 1.8 per 
cent, while the top 20 per cent account for 
as much as 64.6 per cent of the total rural 
income. 

Giui Concentration Ratio: The exis¬ 
tence of considerable degree of income 
inequalities both within and among the 
various sections of the rural population 
is further substantiated by the values of 
the Gini Concentration Ratio worked out 


Percentage Distribution of Households According to Income Received 


Percentage of income held by each group of to total income 


Deciie groups 

Landless labourers 

Marginal 

farmers 

Small farmers 

Medium and large 
farmers 

All groups 

Percen¬ 

tage 

income 

Cumula¬ 

tive 

total 

Percen¬ 

tage 

income 

Cumula¬ 

tive 

total 

Percen¬ 

tage 

income 

Cumula¬ 

tive 

total 

Percen¬ 

tage 

income 

Cumula¬ 

tive 

total 

Percen¬ 

tage 

income 

Cumula¬ 

tive 

total 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ii 

i 

0.78 

0.78 

0.566 

0.566 

0.73 

0.73 

0.34 

0.34 

0.49 

0.49 

2 

2.36 

3.14 

2.084 

2.630 

2.11 

2.84 

1.04 

1.38 

1.31 

1.80 

3 

4.44 

7.48 

3.368 

6.018 

3.65 

6.49 

1.92 

3.30 

2.42 

4.22 

4 

5.38 

12.86 

5.400 

11.418 

5.27 

11.76 

3.03 

6.35 

3.76 

7.98 

5 

7.27 

20.13 

8.261 

19.679 

7.65 

19.41 

4.20 

10.53 

4.55 

12.53 

6 

9.30 

29.93 

10.302 

29.981 

9.16 

28.57 

6.22 

16.75 

6.32 

18.85 

7 

10.45 

39.88 

12.253 

42.232 

11.71 

40.28 

7.79 

24.54 

7.72 

26.57 

8 

13.93 

53.81 

14.476 

56.708 

13.46 

53.74 

12.60 

37.14 

9.80 

36.37 

9 

17.13 

70.94 

17.704 

74 412 

17.42 

71.16 

21.63 

58.77 

14.28 

50.65 

10 

29.06 

100.00 

25.586 

100.00 

28.84 

100.00 

41.25 

100.00 

49.35 

100.00 
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with the income data and presented be¬ 
low: 


Category of households 

Gini 

Ratio 

Landless labourers 

0.463 

Marginal farmers 

0.460 

Small farmers 

0.469 

Medium and large farmers 

0.576 

All households 

0.584 


The higher value of the Gini Ratio for 
the higher income groups with larger land 
holdings again shows the same pheno¬ 
menon of increasing degree of inequalities 
in income and wealth distribution among 
the different sections of rural society. 
The existence of income inequalities even 
among the landless and the marginal 
farmers—the two major elements of the 
rural weak —■ can bs explained by the fact 
of outside sources of employment and in¬ 
come that are available to some of these 
households belonging to these groups of 
households. In the case of the medium 
and large farmers, it is the pattern of the 
ownership and the intensity of use of 
farm resources together with the availabi¬ 
lity or otherwise of external non-farm 
avenues of employment and income which 
would explain to a great extent, the pre¬ 
vailing inequalities in income distribution 

LORENZ CURVES 5 


among these sections of rural population. 
The question of reducing and or eliminat¬ 
ing rural income disparities have, there¬ 
fore, to be dealt with from three major 
fronts: (i) the creation of additional 
sources of income and employment in 
the rural areas and thereby reducing un¬ 
employment and under-employment; fii) 
the introduction and intensification of the 
growth-promoting inputs on all groups 
of farming community; and (iii) effective 
imposition of land ceilings and taxes on 
rural incomes. 

Another aspect of income inequalities 
as in existence in this region could be to 
view it in the national context. The aver¬ 
age value of the Gini Ratio estimated for 
the entire sample population is 0.58, and 
this is significantly higher than the na¬ 
tional average ratio of 0.33 as reported 
by Felix Faukert 6 of the International 
Labour Organisation. This not only 
proves that this region is characterised by 
a high degree of economic disparities but 
also lends full support to KuznetV hypo¬ 
thesis of greater income inequalities in 
under-developed and developing regions 
than the developed ones. The eastern re¬ 
gion of Uttar Pradesh definitely falls in 
the category of the economically back¬ 
ward and poor regions of the country; 
and he ice these results further demonst¬ 
rate that even within a developing (and a 

LOWING INCOME DISTRIBUTION 


low income) country there may exist con¬ 
siderable inter-regional variations in in¬ 
come inequalities — the poorer regions 
having relatively greater concentration of 
income and wealth than those with higher 
levels of technology and hence of income. 

As is evident from the data presented in 
Table III, the non-farm sources of in¬ 
come contribute as much as 56 per 
cent of the total income earned by the 
sample households of the region, while the 
remaining 44 per cent is accounted for by 
farm business. Of the non-farm sources 
of income, services contribute the most, 
in as much as a little over 50 per cent of 
the total non-farm income is through this 
source, followed by trade and business, 
wages and industry. As in the case of in¬ 
come distribution, there arc considerable 
inter-group differences in regard to the 
various avenues of income reflecting 
among others, the economic and socio- 
educational characteristics of the house¬ 
holds. Further, though between the farm 
and the non-farm sources, the relative 
dominance of the non-farm sources dec¬ 
lines with increasing farm size, from 
amongst the non-farm sources as such 
the comparative contribution of Services’' 
increases, while that of ‘wages’ diminishe s 
with increasing farm size. 

The large sized farms obviously because 
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distribution of households according to between Rs 500-1,000, again, the number 
various income-ranges (Table IV) further of marginal farmers was the highest fol- 
reveals the pattern of the levels and distri- lowed by the landless labourers and the 
bution of income amongst the various small farmers As much as 69.4 per cent 
sections of the rural community. As many of the marginal farmers, 51.4 per cent 
as about 36 per cent of all the households of the landless labourers, about 47 
have an annual income of less than Rs per cent of the small, and 43 per cent of 
500 ; 21 per cent, between, Rs 500 and Rs the medium farmers earned an annual in- 
1000; about 20 per cent, Rs 1000 and Rs come of less than Rs 1.000. None, ex- 
15,00; 11.5 per gpnt, Rs 1500 and Rs ccpt only one of the marginal furmers 
2,000; about six per cent, Rs 2.000 and Rs annual income exceeded Rs 2000. 
3,000; two per cent, Rs 3,000 and Rs This again reflects the relatively greater 
4,000; about two percent, Rs 4,000 and rcsourcelcssness and poverty among the 
Rs 5,000; and another obout two per marginal farmers followdcd by the land- 
cent had an income above Rs 5,000. less and the small farmers 

The percentages of the sample house- It is rather difficult to define and 
holds belonging to different categories, quantify the poverty line in the ab- 
earning an annual incomeupto Rs 500 arc: sence of any nationally agreed level 
about43 for the marginal; 33 for the me- of consumption which also could be 
dium; about 3! for the small; about 29 related to some scientific nutritional 
for the landless; and 17 for the large norms. Hence, generally, the concept 
farmers In the next income range i.e. of subsistence level of income, based 
Table III 

Sources of Income of Sample Households 


Category of households 

Percen- 

Percent- 

Total 

Percentage of non-farm sources of income 

to total 

non-f.rm 


tage of 

tage of 



income 





farm 

non-farm 


— 

__—.— 


.. . . 

. . 


business 

income 


services 

Wages Trade/ 

Industry 

Other 

Total 


income 

to total 



Business 





to total 

income 








income 








Landless Labourers 

5.78 

94.22 

100.00 

23.04 

.13. 28 ‘>.09 

1.38 

31.2! 

IO0.00 

Marginal Farmers 

34.33 

65.67 

] 00.00 

44.53 

15.59 16.31 

7.83 

15.74 

100.00 

Small Farmers 

56.84 

43.16 

100.00 

63.12 

3.13 IK.9X 

0.20 

14.51 

100.00 

Medium Farmers 

50.64 

49.36 

100.00 

70.20 

13.46 


16.34 

100.00 

Large Farmers 

74.33 

25.67 

100.00 

82.53 

— 


17.47 

100.00 

All Households 

44.08 

55.92 

1(H). 00 

50.25 

13.36 13.70 

3.38 

19.31 

loo.oo 




Table IV 






Percentage Distribution of Sample Households According to Various Levels of Annual Income 


Percentage of household belonging to 


of their better economic, and henefc of so¬ 
cial, status are able to educate their child¬ 
ren better and who find better-paid ser¬ 
vices both in-and-out of their localities. 
Similarly, the households belonging to the 
landless, the marginal and even the small 
farmers, not being able to support them¬ 
selves through farming, have to resort to 
the off-farm employment. Village indust¬ 
ries and/or crafts do not seem to have any 
place of significance as a source of in¬ 
come; not more than two to three per cent 
of the sample households makes extra 
income from such sources. The same 
holds true for enterprises such as dairying 
and poultry; only 2.3 percent of the 
sample households have had made an in¬ 
come varying from Rs 120 (as in the case 
of the medium farmer’s households) to Rs 
676 (as in the case of the marginal far¬ 
mers) from dairy cattle. 

Levels of Household's Income: The 


Levels of annual in- Landless Marginal Small Medium Large All groups 

come labourers farmers farmers farmers farmers 


(Rs) 

, If 

Cumu¬ 

lative 

total . 

o 

Cumu¬ 

lative 

total 

o 
. 0 

Cumu¬ 

lative 

total 

u; 

o 

Cumu¬ 

lative 

total 

II 1 

o 

Cumu¬ 

lative 

total 

II 

Cumu¬ 

lative 

total 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

Less than 500 

28.58 

28.58 

42.85 

42.85 

30.62 

30.62 

33.33 

33.33 

16.667 

16.667 

35.90 

35.90 

500-1000 

22.86 

51.44 

26.54 

69.39 

16.33 

46.95 

9.52 

42.85 

.... 


21.06 

56.96 

1000-1500 

20. (X) 

71.44 

19.39 

88.78 

22.45 

69.40 

14.29 

57.14 

16.667 

33.334 

19.62 

76.58 

1500-2000 

17.14 

88.58 

10.20 

96.98 

10.20 

79.60 

14.29 

71.43 


— 

11.48 

88.06 

2000-3000 

8.57 

97.15 



10.20 

89.80 

14.29 

85.72 

16.667 

50.001 

5.74 

93.80 

3000-4000 

— 

97.15 


-- 

6.12 

95.92 

9.52 

95.24 

* - 

— 

2.39 

96.19 

4000-5000 

2.85 

100.00 

— 

. 

4.08 

100.00 


_ 

16.667 

66.668 

1.91 

98.10 

5000-6000 

— 

-- 

1.02 

100.(X) 



_ 

,, 

_ 


0,47 

98.57 

6000-7000 

— 

- _ 

— 

_ 

... 

_ 

_ 

_ 

_, 

__ 

— 

— 

7000-8000 

.... 


— 

__ 

.. 

,_ 



__ 

_ 

~— 

— 

8000& above 

. — 

— 

— 

—- 

— 

— 

4.76 

100.00 

33.332 

100.00 

1.43 

100.00 
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on the customary cohsumplTon expendi¬ 
ture, has been used to denote the line of 
poverty. Here again, arises the pro¬ 
blem of estimating this customary con¬ 
sumption level especially when reliable 
data on family budgets collected from a 
representative group of households are 
not easily available. Further, the pre¬ 
sence of inter-group and/or inter-regional 
difference in income and consumption 
patterns that may follow differences in 
the level of tcchno-cconomic development 
makes it still more difficult to work out a 
line of poverty which can be said to be 
valid for all situations. This creates addi¬ 
tional difficulty in making comparisons 
of inter-group and inter-regional poverty. 

Attempts have, however, been made in 
India to work out the minimum level of 
income with the help of data on consump¬ 
tion expenditure collected by the Na¬ 
tional Sample Surveys. For example. Dr 
B.S. Minhas {op cii) estimated, on the 
basis of 1960-61 consumption, a mini¬ 
mum of Rs 20 per person per month to 
provide to the rural prople a minimum 
standard of living. Thus, a per capita in¬ 
come of Rs 240 per annum, is said to indi- 
catcthe poverty line (Dr Minhas, however 
suggests another level of per capita 
income i.c. of Rs 200 as another poverty 
line). Dr V.M Dandekar and Rath {op. 
cit). on the other hand, suggests a rural 
minimum of Rs 180 at 1960-61 prices 
(this is revised to Rs 324 at 1967-68 prices) 
to provide a desirable level of consump¬ 
tion expenditure per person per annum. 

In this article, the minimum level 


of living has been estimated with help of 
data on the prevailing consumption ex¬ 
penditure of the sample households in the 
region. Taking the median values of (a) 
the consumption expenditure; and (b) the 
size of households, for the period 1969- 
70, the minimum or subsistence level of 
living for a household for this region has 
been estimated at Rs 900-1,000. It must, 
however, be stated that this range of house¬ 
holds income has to be considered as the 
bare minimum to provide the customary 
living standard to the rural house¬ 
holds. 

poverty line 

The results of the present study when 
analysed in a light of the poverty lines as 
indicated above amply manifest the mag¬ 
nitude of rural poverty in the region. The 
landless, the marginal and the small far¬ 
mers who together constitute 87 per cent 
of the total households in the region have 
a per capita income in the range of 
just Rs 100 to Rs 135. Such a low' range 
of income itsclt speaks of the economic 
plight of the majority of the weaker sec¬ 
tions of rural, population in the region. 
Taking Dr Minhas estimate of the per 
capita income of either Rs 200 or Rs 240 
as the minimum most level of income pro¬ 
viding a bare minimum standard of living, 
a vast majority «>f the landless, the mar¬ 
ginal and the small farmers, and a fairly 
large number of even the medium and large 
farmers, would fall under the poverty 
line. The same picture would emerge 
if one considers the income levels of the 

Table V 


people with respect to the poverty linc(s) 
suggested by Dr Dandekar and Rath. 
The relative magnitude of rural poverty 
in the region is, however, reduced if 
one applies the yardstick of Rs 900-1,000 
as the poverty line, as estimated here 
for this region. 

Table V, containing the distribution of 
households according to the various levels 
of per capita income, provides an interest¬ 
ing reading of the extent of the miserable 
low levels of living to which the weaker 
sections of the rural population have 
mostly been subjected. As many as 76.4 per 
cent of the landless, 82.8 per cent of the 
marginal, 72.3 per cent of the small, and 
57.7 per cent of even the medium farmers 
have had a per capita income of less than 
Rs 200, the lower bound of the poverty line 
of Dr Minhas. Liven from amongst the 
large farmers, 50 per cent of them have 
had a per capita income lower than this 
level. Taking all the households, as many 
as 75.4 per cent have had a per capita 
income of less than Rs 200 in the region. 
On the other hand, d we take the other 
level i.c. at Rs 240, the number-of people 
below the poverty line would further in¬ 
crease, especially among the landless, 
the marginal and the small farmers, in as 
much as about 92 per cent of the marginal 
farmers, about 89 of the landless and 
about 84 of the small farmers have a 
per capita income lower than this range. 
Almost a similar picture would emerge if 
we relate the patterns of per capita in¬ 
come in the region to the poverty line as 


Percentage Distribution of Households According to Levels of Per Capita Income 


Percentage distribution of households belonging to 


Levels of per capita 
income 

Landless 

labourers 

Marginal 

farmers 

Small 

farmers 

Medium 

farmers 

Large 
fa riners 

All Groups 

(in Rs) 

% Cumu¬ 

lative 
total 

"o Cumu¬ 

lative 
total 

l \, Cumu¬ 

lative 
total 

Cumu¬ 

lative 

total 

"o Cumu¬ 

lative 
total 

Vo Cumu¬ 

lative 
total 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

Upto 100 

35.29 

35.29 

51.61 

51.61 

44.67 

44.67 

31.77 

31.77 

16.67 

16.67 

44.22 

44.22 

100-200 

41,16 

76.45 

31.18 

82.79 

27.65 

72.32 

25.89 

57.66 

33.34 

50.01 

31.15 

75.37 

200-250 

14.70 

81.15 

9.67 

92.46 

10.64 

82.96 

— 

— 

16.87 

66.68 

10.55 

85.92 

250-300 

2.95 

94,10 

2.15 

94.61 

— 

-- 

5.30 

62.96 


— 

1.51 

87.43 

300-400 

_ 


3.23 

97.84 

8.52 

91.48 

5.30 

68.26 


—- ■ 

4.52 

91.9S 

400-500 

2.95 

97 05 

_ 

- - 

4.26 

95.74 

5.30 

73.56 

- . 

— 

1.51 

95.46 

500-600 

_ 


1.08 

9*5.92 

— 


10.57 

84.13 

— 

— 

2.01 

95.47 

600-700 

2.95 

100.00 

1.00 

100. (X) 

2.13 

97.87 

— 

— 


— 

1.01 

96.48 

700-800 


. 

_ 

_ 

— 

— 

5.30 

87.43 

— 

— 

1.01 

97.49 

800-900 


__ 

_ 

- 

— 


— 

— 

16.66 

83.34 

0.50 

97.99 

900-1000 , 


— 



— 

— 

... 

— 

— 

— 

—. 

-- 

1000 & above 

— 

— 

— 


2.13 

100.00 

10.57 

100.00 

18.66 

100.00 

2.01 

100.00 
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stiggfcfctea by Ur Dandekar and 
Rath. 

However, if one analyses the income 
data in the context of the minimum con¬ 
sumption level of Rs 900-1,000 per house¬ 
hold per annum as the customary living 
standard estimated on the basis of the 
prevailing consumption expenditure 
the overall as well as the com¬ 
parative picture would not appear so 
dismal. Taking this level of consumption 
as the poverty line, the percentage of the 
marginal farmers below this level comes 
to 63.3 as compared to 58.6 of the land¬ 
less, 42.9 of the small and medium farmers 
each, and 21.7 of the large farmers. Tak¬ 
ing all the sample rural households, 46.4 
per cent of them live below the subsis¬ 
tence level of living. The reason(s) for a 
large proportion of the landless and the 
marginal farmers being under the poverty 
line is not far to seek. 

Lack of adequate employment opportu¬ 
nities coupled with serious resource const¬ 
raints have led to such a pitiably low levels 


of income and of living standards. But, Th 
the case of the medium and the large far¬ 
mers, inefficient resources utilization, par¬ 
ticularly with respect to land and capital, 
could be the major attributable factor 
responsible for poverty even among them. 
Whichever the critieria, however, these 
results clearly demonstrate as to how large 
a population in the area is still living un¬ 
der abject poverty conditions, particularly 
those without land and others with mar¬ 
ginal and small sized non-viable farms. 
If one were to further analyse and com¬ 
pare, in the macro context, the findings of 
the present study with those of Minhas 
and Dandekar and Rath, the extent of 
rural poverty in this region could be seen 
in an all-India perspective. 

Rural poverty in the Ballia region 
of eastern UP is of a much higher 
magnitude, both in its absolute and 
relative terms, as compared to that of the 
all-India rural (Table VI). The percentage 
of people below the minimum level of living 
is much higher in this region than the 
other rural regions of the country which 

M VI 


speaks of its economic backwardness. 
As compared to Dr Minhas’ estimate of 
50.6 per cent and 37.1 per cent of the 
all-India rural population below his two 
poverty lines, in rural Ballia, they are, 
respectively, as high as 84.7 per cent and 
75.4 per cent of its total population fall¬ 
ing below these poverty lines. Even on the 
basis of the customary living standard 
represented by such a low level of con¬ 
sumption expenditure of Rs 900-1,000 
per household, as worked out in this 
article, there are 46.6 per cent of all 
the sample households which are living 
below the poverty line. 

The condition of the landless, the mar¬ 
ginal and the small farmers who consti¬ 
tute as much as 86 per cent of the total 
population in the region is the worst. 
The majority of the people thus seem to 
be subsisting somehow. This indeed 
presents a sad and at the same tine a dis¬ 
turbing picture of a large number 
of rural population, especially the weaker 
sections, still living under miserably 
low living conditions even after twenty- 
four to twenty-five years of development 
efforts and national planning. 


Percentage of People Below the Minimum Standard of Living in Ballia 
and All-India (Rural) 


As per basis worked out As per estimates of 

Category of households by Dr B.S. Minhas the present study 



Below Rs 240 
per annum 
per capita 
(Percentage) 

Below Rs 200 
per annum 
per capita 
(Percentage) 

Below Rs 900- 
1000 level of cus¬ 
tomary consump¬ 
tion expenditure 
per annum per 
household 
(Percentage) 

Rural Balia (1970-71 ) 

Landless Labourers 

88.6 

76.5 

58.6 

Marginal Farmers 

91.8 

82.8 

63.3 

Small-farmers 

83.7 

72.3 

42.9 

Medium Farmers 

57.2 

57.7 

42.9 

Large Farmers 

50.0 

50.0 

21.7 

All Households (Ballia) 

84.7 

75.4 

46.4 

Rural-lndia (Average) as estimateed by: 



(i) Dr B.S. Minhas for 

the year 1967-68 ; and 

50.6 

37.1 

— 

(ii) Dr V.M. Dandekar 

and N.K. Rath* 

40.0 




♦Based on the minimum per capita (per annum) income level of Rs 180 as provid¬ 
ing the poverty line. 


High degree of economic disparities 
and widespread poverty among the people, 
a set of dual characteristic peculiar to 
poorer regions, thus present a formidable 
problem—indeed a dilemma—for a de¬ 
veloping economy, confronted with the 
issues of ensuring not only an equitable 
distribution of incomes and wealth but 
also a rising level of productivity and pro¬ 
duction. 
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WINDOW ON THE WORLD 


Catching 

Jossleyn Hennesty London 


I 

The Postwar France 

In June, 1958, following the collapse of 
the Fourth Republic, General de Gaulle 
came to power. A new constitution was 
approved by referendum and the Fifth 
Republic was inaugurated in October, 
1958. Parliament, consisting of a Senate 
and an Assembly, was retained, but with 
far fewer formal powers than before. 
The presidency, instead of the National 
Assembly, became the focus of power. 
In October. 1962. a constitutional amend¬ 
ment reinforced the president by provid¬ 
ing for his election by direct universal 
suffrage instead of through an electoral 
college. 

Following President de Gaulle's defeat 
in a national referendum on April 27, 
1969, the general resigned from the 
French political scene which he had 
dominated for so long. 

a new style 

When M Pompidou took office in 
June, 1969, a new style of government 
seemed to emerge. With the departure 
of General de Gaulle there was a re¬ 
orientation of foreign policy towards 
more positive European cooperation and 
a thaw in relations with the United 
States. The prime minister, M Chaban- 
Delmas. presented a programme for a 
“new society", laying down broad prin¬ 
ciples of economic and social reform. 

A referendum held in April, 1972, 
asking approval for the enlargement of 
the EEC failed to provide President 
Pompidou with the overwhelming vote 
of confidence which it was meant to eli¬ 
cit. Scandals involving Gaullist politi¬ 
cians, and an unexpected alliance between 
the socialists and communists, signed in 
June, 1972, presented a serious threat 
to the electoral prospects of the majority. 
The replacement of M Chaban-Delmas 
by the more orthodox M Pierre Messmer 
in July was designed to improve the 
majority’s morale. It marked a move 


up on France & 
West Germany 


away from more liberal and open gov¬ 
ernment, and the new government was 
chiefly concerned with the forthcoming 
elections. 

The result of the March 1973, elec- 
lious, nevertheless, reflected a strong de¬ 
sire for change on the part of the elec¬ 
torate, though not to the extent of 
putting at risk the stability and prospe¬ 
rity achieved under the Gaullists by re¬ 
turning to power a left-wing coalition 
with communist participation." Extensive 
social reforms had been promised in M 
Messmer's election programme, but 
their implementation was not pursued 
with vigour, owing largely to President 
Pompidou's declining health. (Table 1) 

end of an era 

The death of M Pompidou on April 
2, 1974, finally marked the end of the 
Gaullist era. His successor, M Giscard 
d’Estaing, defeated M Mitterand, the 
left-wing candidate, on the second ballot 
by 50.66 per cent to 49.33 per cent, a 
vote which showed French electors to be 
evenly divided between the right and cen¬ 
tre on one hand and the left on the 
other. 

In his first year of office the new pre¬ 
sident has—despite the orthodoxy that 
he had long displayed as Finance minister 
and despite the right-wing image of his 
own Independent Republican Party— 
shown determination to bring about a 
fundamental reform of French society 
and to “govern from the centre”. 

Changes (completed or in course) in 
the law on abortion, lowering of the 
voting age to 18, divorce, company 
structure, education, and cutting of pre¬ 
sidential protocol, have been immediate 
outward signs of what will be a long, 
uphill task. In these controversial mea¬ 
sures the President has secured the sup¬ 
port of most of the Gaullist majority 
by appointing as prime minister of the 
centre-right coalition government; M 
Jacques Chirac, who has also taken over 


the post of Secretary-General of the 
UDR. 

At January 1, 1974, France had an 
estimated population of 52.34 million. 
As it has a land area of 549,000 $q. 
kilometres, the density of population is 
relatively low, 95 per sq. kilometre. 
With the exception of the densely-popu¬ 
lated Paris region and the industrial 


The article, Chemicals: A Growth 
Industry—II, by Jossleyn Henneesy was 
lost in transit and will be published in 
one of our forthcoming iseue. 


north-easi, the population is fairly even¬ 
ly spread since land in most areas is 
suitable for agriculture. This is reflected 
in the small number of really large 
towns, the high number of small ones, 
and the fact that only 34 per cent of 
the population live in towns with over 
100,000 inhabitants. In recent years the 
population has been rising by under one 
per cent a year, and the population of 
working age has tended to fall fraction¬ 
ally. The immigrant working popula¬ 
tion is now estimated to be three million 
(including 0.75 million Algerians and 0,7 
million Portuguese) constituting a pro¬ 
portion of the total population which is, 
however, not dissimilar to that of foreign 
workers in France in the 1930s. 

moderate growth 

At the March, 1962, census the em¬ 
ployed labour force, of 19.9 million, was 
little different from what it had been 
in 1954. Largely as a result of the in¬ 
flow of refugees from Algeria and the 
buoyant trend of economic activity it 
rose sharply between 1962 and 1965(1.3 
per cent per annum). There followed 
three years of more moderate growth 
(0.6 per cent). There has been a further 
acceleration since 1969, reflecting & higher 
rate of net immigration and of female 
employment, and a reduction in the num¬ 
ber of hours worked, which has offset 
the effect of raising the school leaving sige 
to 16. 

The most notable change in the pat- 
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tern of employment has been the fall in 
,the agricultural labour force, combined 
with rise in the numbers of those em¬ 
ployed in construction, services, com¬ 
merce and transport and by the state. 

Unemployment figures were at first 
slow to react to the upturn in economic 
activity which began in 1970. As far as 
changed accounting figures permit the 
figures to be interpreted, there seems 
to have been, despite an apparent in¬ 
crease, some levelling off during 1972. 
The faster rate of growth of production 
in 1973 was accompanied by a rapid rise 
in employment, especially in the first 
half of the year with unfilled vacancies 
continuing to rise steeply. Unemployment 
figures were almost unaffected. This was 
due partly to a gradual rise in the 
level of structural unemployment, and 
partly to improved registration proce¬ 
dures. During the latter half of 1974, 
however, the number of registered 
unemployed rose fairly rapidly to 
almost 700,000. There has also been 
substantial part-time working in industry. 
Special redundancy payments were 
introduced during 1974 to compensate 
workers involved in mass lay-offs. 

II 

The Outlook Today 

At the end of his first year of office 
President Giscard can look forward to 
continued parliamentary support for 
further reforms. The divisions within 
the opposition will again be only 
papered over. The 10-week go-slow at 
Renault has brought less advantage to 
those involved than the settlement ap¬ 
peared to give them. Army conscripts’ 
pay has been trebled. 

The economy has been at a virtual 
standstill, but the low point of the 
curve may now have been reached. After 


some mild reflationary measures in 
March, the government in April decided 
to inject Fr 15,500 million into the 
economy before the end of the year in 
the form of tax concessions, loans to 
private investment in industry and agri¬ 
culture, and public investment, mainly in 
the telephone system. 

To encourage still further the expan¬ 
sion of private saving, part of the package 
will be financed by a Fr 5,000 million 
loan. The rest will fall on the 1975 
budget which is expected to be in deficit. 
How far firms will risk still further 
indebtedness bv responding to the latest 
investment incentives remains to be. 
seen. 

fall in output 

Industrial output fell by 30 per cent 
during the nine months to March 1975. 
Even in the capital goods sector export 
order books have become more thinly 
lined. A. for consumer goods, manu¬ 
facturers of textiles, household elec¬ 
tricals, automobiles, and even some 
kinds of food and drink, all face diffi¬ 
culties. 

lJnemplo>mcut reached almost 800,001.) 
in April, including 284,000 under 25s. 
Special measures arc being taken to 
prevent a large proportion of this 
year’s school leavers from joining 
them. 

Although average real hourly wages 
rose by 1.8 per cent in the seven months 
to April, the number of hours worked 
per week fell b> 2.29 per cent. 

Prices rose h> 3.6 per cent in the 
first four months of 1975. As a rceult 
of the 0.9 per cent increase in the retail 
index in April a freeze on prices and 
margins for a number of foods and 
domestic necessities was imposed. The 


products are mainly those the price of 
whose basic raw materials have recently 
declined. 

There was a visible trade surplus of 
Fr 1,900 million in the first quarter, 
to which the depreciation of the dollar 
and a mild wintei substantially contri¬ 
buted by cutting the value of im¬ 
ports. The government has announced 
that the France will return to the 
European snake. ] ranee had a Fr 1,600 
million payments deficit in 1974. The 
VII plait will set export guidelines for 
the next five years. 

Some signs of revival in the economy 
may become perceptible before the 
summer holidays in August, but at best 
it will be bumping along the bottom of 
the cyclical curve at something close to 
a two per cent annual growdi rate. Short- 
time working will be widespread, but the 
rise in the number of unemployed may 
be contained, and the lull effect of the 
arrival on the labour market of some 
600,000 school leaver*, will not be felt 
until after the holid iys. 

recent incentives 

The rOimulus of recent incentives 
to create new jobs for the young, and 
of the two reflalionary packages offered 
to industry in March and April, will 
only have a gradual effect on employ¬ 
ment. Initially any slack will be taken 
up by a return to full-time working in 
larger firms, which have not been able 
to afford the cost in redundancy payments 
of mass lay-offs. Neither they nor the 
smaller businesses, which have had no 
such incentive to hoard labour, are likely 
to have many jobs to offer before the 
autumn. 

While the government's earlier order 
of priorities controlling inflation main¬ 
taining the trade balance, and prevent¬ 
ing excessive unemployment--has now 
been effectively reversed, there can be 
no question of neglecting cither exports 
or prices. 


Table I 

Election Results for the FrenchNational Assembly 

Elected in: 


Communists 

PSU and extreme left 

Socialists 

Left Wing Radicals 
Centre 

Gaullists (UDR) 

Independent Republicans 

Centre (CDP) deputies supporting the 

government 

Others 

Total 


March 1967 June 1968 March 1973 


73 

34 

73 

4 

— 

3 

9! 1 

25 I 

57 

89 

12 

' 41 

33 

31 

200 

293 

185 

42 

61 

54 



21 

11 

9 

22 

487 

487 

490 


The favourable external balance will 
remain, as M Fourcade has admitted, 
‘‘fragile”. The return of the France to the 
European snake, an appreciation of the 
dollar, or a raising of oil prices to lake 
account of its confirmed depreciation, 
all involve risks to the frunoe. Though 
a revival of the US economy must be 
seen as highly desirable, neither it nor 
the effects of the West German govern¬ 
ment’s cautious reflalionary policies 
are likely to be sufficient to have much 
effect on external demand during the 
coming quarter; nor will any signi¬ 
ficant revival of the Benelux or Italian 
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economies take place much before the 
end of the year* 

III 

Postwar West Germany 

The present federal constitution came 
into force in 1949. The legislature 
consists of the Bundestag (Lower House) 
and the Bundesrat (Upper House). The 
Bundestag is elected by adult suffrage 
for a period of four years, i he Bun¬ 
destag consists of members appointed by 
the governments of the Lander (states) 
to which they are responsible. The 
federal government consists of the 
Bundeskan/Ier (federal chancellor), who 
is chosen by the Bundestag, and his 
ministers. The head of state is the 
federal president, whose functions are 
mainly formal. 


31,784,000 females) enumerated at the 
previous census held in June, 1961. 
The age distribution of the population 
at the time of the 1970 census (with the 
1961 results shown in brackets) was as 
follows; 23.2 (21.7) per cent was under 
15; 63.6 (67.2) per cent was between 15 
and under 65; and 13.2 (11.1) per cent 
was 65 and over. 

Average employment in 1974 amoun¬ 
ted to about 22.1 million, compared 
with 22.6 million in 1973, 8.1 mil¬ 

lion (including working owners) were en¬ 
gaged in industry. The number of foreign 
workers in September was 2.35 million- 
unemployment rose sharply in 1974, out¬ 


stripping inflationary pressure as the out¬ 
standing economic problem (Table III). 

IV 

Present Outlook 

After a relatively good showing in 
four state elections this spring, the 
Schmidt government looks set fair 
for the general elections in autumn 
1976. 

The eagerly awaited economic upturn 
is taking longer than expected to mate¬ 
rialise. Most industries still feel fairly 
gloomy about their prospects this year. 


Table II 

Federal German Bundestag Election Results Since 1961 


A coalition government of the Social 
Democrat (SPD) and the Free Democrats 
(FDP) was formed after the Bundestag 
elections held on September 28, 1969. 
New elections, held prematurely on 
November 19, J972, because the govern¬ 
ment’s small majority of six had been 
eroded by defections, improved the 
SPD’s and FDP’s position in the Bun¬ 
destag, and the coalition between the 
two parties was returned to power with 
a majority of 16 over the Christian Demo¬ 
cratic Union, Christian Social Union 
(CDU/CSU) opposition. (The CSU is 
the Christian Democrat’s Bavarian sister 
party.) 

Herr Brandt resigned in May, 
1974, and was succeeded by Herr 
Helmut Schmidt. Herr Scheel (former 
Leader of the FDP) was elected federal 
president in succession to President 
Heinemann who retired, and his post of 
vice-chancellor and Foreign minister 
was taken over by Herr Hans-Dietrich 
Genscher (Table 11). 

The Bundestag has normally 496 
seats, but every voter has two votes, 
and if a party wins more votes through 
the first vote (the direct vote given to 
a named candidate of an electoral dis¬ 
trict) than are allocated to a Land on 
the basis of the more important second 
(party) vote, the Bundestag is temporarily 
enlarged by the number of these seats, 
because the constitution rules that 
everybody directly elected has to be ad¬ 
mitted to the Bundestag. The percentage 
shown above refer to the share of the 
vote gained in the second vote. 

According to the census held 
in May 1970, the population of the 
German Federal Republic numbered 
60,651,000 (28,867,000 males and 


1961 elections 1965 elections 1969 elections 1972 elections 



/o 

Seats 

% 

Seats 

V 

so 

Seats 

y 

so 

Seats 

SPD 

36.2 

190 

39.3 

202 

42.7 

224 

45.8 

230 

GDU/CSU 

45.3 

232 

47.6 

245 

46.1 

242 

44.9 

225 

FDP 

12.8 

67 

9.5 

49 

5.8 

30 

8.4 

41 

Others 

5.7 

— 

3.6 

— 

5.5 

— 

0.9 

— 

Total 

100.0 

499 

100.0 

496 

100.0 

496 

100.0 

496 


NB; In addition to 496 voting deputies, 22 non-voting deputies are elected 
by the West Berlin city pafliament on the basis of the relative strength of 
the parties there. The results of the recent elelection (with those of 1969 in brackets) 
were as follows; SPD 12 (13), CDU 9 (8) and FDP 1 (1). 

Table DI 

Distribution of the Work Force in West Germany in May 1973 
(By Class of Occupation) (in'000) 


Self-employed-persons 
Family helpers 

Officials & other white collar workers 
Labourers & others 

Total Work Force 


Men 

Women 

Total 

2.011 

518 

2,529 

219 

1,273 

1,492 

6,115 

4,716 

10,831 

8,748 

3,466 

12,215 

17,093 

9.974 

27,067 


Sources: Wirschaft and Statistik; Statistisches Jahrbuch. 

Table[V 

Trends of Employment in West Germany 


(in ’000) 



1970 

1971 

1972 

1973 

1974 

Registered unemployed (’000) 

Unemployed as per cent of total employ¬ 

149 

185 

246 

273 

582 

ment 

0.7 

0.9 

1.1 

1.3 

2.6 

Registered vacancies (’000) 

794 

648 

546 

572 

315 


Sources: Wirschaft and Statistik; quarterly and monthly reports of Ministry 
of Economics; Deutsche Bundesbank- 
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The government introduced reflationary 
measures last year, but these are 
taking their time to act. The Bundes¬ 
bank has cut its discount rate for the 
fifth time since last October (to 4.5 per 
cent on May 22), in the hope of encou¬ 
raging industry to borrow and invest 
more. Foreign workers, whose numbers 
have already been cut down by the 
slump, have had further restrictions 
imposed on their freedom of movement. 
Promised government action on limiting 
foreign share purchases is still being 
discussed, but has got no further. 

Industry order books are still slim¬ 
ming down, particularly on the export 
side, and consumers are saving on a 
very large scale. Unemployment, though 
down from its peak in February, was 
still above the million mark in May and 
short-time working was not far short 


of a million. The outlook for prices is 
more cheerful. Industrial producer 
prices are slowing down satisfactorily 
and consumer prices are around six per 
cent up on a year ago. New car regis¬ 
trations in the first four months were 
up by nearly a quarter, a good omen for 
the oil-stricken car industry, (Table IV). 

Exports in the first four months of 
the year were down both in real and 
money terms. 

Volkswagen sustained massive losses 
in 1974 and seems no better placed for 
this year. The government refused to 
rescue Volkswagen but is helping to 
create jobs for redundant workers. A 
report by the IPO institute says that 
the car industry will recover. West 
Germany has signed an agreement 
with Russia and Iran for the supply of 


natural gas. The EEC agreed to 
the Krupp takeover of Stahlwcrkc Sud- 
wcstfalen. 

The outlook for this year is for a 
growth rate of zero to one per cent, 
unemployment of 31-4 per cent and 
inflation slowing down to 5—5$ per 
cent. 

Sources and acknowledgments: The 

following summarises by special arrange¬ 
ment. the latest Quarterly Reviews 
on France and West Germany issued 
to subscribers only by the Economist 
Intelligence Unit (27 St. James’s 
Place, London SWIA: INT), obtainable 
in India from J.A. Shah, 67 Marine 
Drive, Bombay 20), but the ElU is res¬ 
ponsible neither for the wording of my 
summary nor for mv interspersed com¬ 
ments. 


Soviet planning: perspectives for 1980 

E. B. Brook Vienna 


The Soviet leadership is finalizing its 
strategy for the next live-year plan—1976 
to 1980—against a generally more favou¬ 
rable background than has often been 
the case. At the moment there are no 
major causes for concern in the Kremlin. 
In several areas the elderly men leading 
the planning of the next-five-year term may 
wish for better conditions. But, with 
30 years peace behind it, no major dis¬ 
satisfaction in east Euiope, an economi¬ 
cally weakened west and China with 
almost immediate uncertainties in its 
leadership this is something of a golden 
autumn in Moscow. 

The Kremlin leadership is at a time 
of life when the individual inclination 
must be sit back at ease. President 
Podgorny and the party theorist Suslov 
are both 72, prime minister Kosygin is 
71 and party secretary Brezhnev is 69. 
The average age of the eleven full mem¬ 
bers of the Soviet Politburo is 63. To 
the younger men coming up the revolu¬ 
tion is unknown even as a boyhood 
memory and the war is a childhood 
nightmare. They live and work in a world 
in which old allies are mostly weakened 
politically and economically and the old 
enemy, the one economy in capitalist 
Europe, able to take a really leading role 
in the Common Market. The world has 
so changed as the rising communist 
leadership has developed that the old 
world in which the present leaders 
emerged has passed in to history. 

The Soviet party has also reached 
what it may regard as a peak in its inter¬ 


national campaign. The all-European 
Security Conference for which Molotov 
began to agitate more than 20 years ago 
is being held in Helsinki.* Ostensibly, at 
least, it will fulfil the old communist 
desire that the post-war borders —more 
or Jess where fighting stopped—are being 
universally recognized as official frontiers, 
the division of Germany becomes an 
accepted fact and the Baltic States absorb¬ 
ed into the Soviet Union during the war 
remain part of the USSR by universal 
consent. There may be many arguable 
variations of this reading of the agree¬ 
ment to be signed by the USA. and 
Canada as well us by Europe in Helsinki 
but there is sufficient superficial validity 
in it for the Kremlin to be able to claim 
before the communist world that its long¬ 
standing goal has been reacheJ. 

socialist world 

This measure of success and esteem 
makes possible also the world communist 
conference with which Mr Brezhnev has 
long sought to crown his career. For 
President Podgorny and Mr Kosygin it 
means they lead, at least for the present, 
an unchallenged socialist world from 
central Europe to the north Pacific. 

The effect of these circumstances, 
combined with the fact of western econo¬ 
mic weakness and no little political 
divergence, makes the background of 
planning for the ’76—’80 period a largely 
different from earlier planning positions. 

♦This article was written before the signing of 
the Helsinki declaration. 


There is greater security and more cer¬ 
tainty. Signature of the European security 
concept can be expected to lead to earlier 
agreement on measures of reduction and 
control of nuclear armaments and even 
to some success in the long-stalemated 
troop and armament reduction talks 
between NATO and the Warsaw Pact in 
Vienna. If this proves to be the case 
there will be less fruitless huge spending 
of money on defence and assault machi¬ 
nery* and mapower. The benefit to the 
socialist planners can only be guessed at, 
but it would be immense. 

The official report for the first half 
year of 1975 in the Soviet Union contains 
usual ambiguities and concealment 
through fragmented indices. But it is 
clear that, until it feels safely rid of the 
burden of its vast conventional and nuc¬ 
lear armaments, the Soviet Union intends 
to put heavy industry, power production 
and machinery of all sorts well ahead in 
priority over consumer durables and thus 
preserve an economic Stalinist range of 
priorities. In automobiles, production 
of heavy-duty lorries and busses almost 
equals that of motor cars and production 
of tractors and farm machinery swamps 
both. The USSR may feel more secure 
but its people are not noticeably headed 
for an easier life. 

It is clear also that farming remains 
not only the weak point of socialist plan¬ 
ning but the one, eveu if defence worries 
are actually removed, of which there 
will be no ectainty and which Causes the 
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most concern* It will clearly figure 
largely as a priority in the next five-year 
plan. 

The greatest increase in spending in 
the first hall' of this year in the USSR has 
been over farm machinery—171 million 
roubles more than in the first half of 1974. 
Spending over agriculture has risen from 
61 billion roubles in 1941 to 113 billion 
last year: this year so far the spending 
has gone up over 10 billion roubles farther 
for agriculture, including over 8 billion 
roubles specifically to bring another 11 
billion acres under irrigation to ensure 
more stable crops and less chancy depen¬ 
dence on the weather. 

This year's heavy purchases by the 
USSR of grain abroad are clearly precau¬ 
tionary. Although there have been re¬ 
ports of drought in some areas, the 
Russian harvest is more than half¬ 
way in its operations. Labour pro¬ 
ductivity, always a source of com¬ 
plaint from the Soviet leadership, is 
admitted to have improved; the value 


of Soviet farm machinery parks is now 
put as high as 800 billion roubles. Farm 
buildings, including grain silos and 

covered tractor parts, have increased 
extensively over the past two years but 
building remains a weak point of labour 
performance—a characteristic common to 
all Europe's socialist countries. 

The Soviet grain purchases so far 
total 9.85 million tons. They are made 
up as follows: 

Wheat 4.250 million tons 

Maize 4.500 ,, 

Barley 1.100 

The figures suggest purchases are 
precautionary for animal fodder as well 
as human consumption. They could well 
be a precaution against a rise in world 
grain prices as well as against any 

shortage in the USSR or elsewhere in east 
Europe. The USSR guarantees the rest 
of east Europe an annual sufficiency in 
loodgrains; the heavy rain in the Danube 
area this summer makes it certain that 
both Hungary and Rumania will be 


heavy claimants for Soviet help with 
grain this year. The Soviet Union has 
bought its grain at a little below $ 3 a 
bushel, less than half the price towards 
the end of 1972 after it had made its 
earlier massive purchases and deliveries 
will extend over a year. There seems 
room for presumption that the purchases 
may be an insurance against starting the 
new five-year plan period with a burden¬ 
some unexpected expense over food pur¬ 
chases. 

The economic goals for the next plan 
period will be little changed. All forms 
of energy—electricity, oil, natural gas 
and coal—are being and will continue 
to be pushed hard. Iron and 
steel, industrial and farm machinery 
will continue in the second group of 
priorities with textiles and heavy vehicles 
coming third. The men direct ng may 
change but the goals will remain the 
same, with greater hope of progress in 
overhauling a west Europe plagued in 
parts by falling production and a grow¬ 
ing burden of unemployment. 
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Monthly Production 
Returns 

Thb Government has taken a 
number of measures to¬ 
wards streamlining of proce¬ 
dures for according approvals 
relating to issue of letters of 
Intent, industrial licences, 
foreign collaborations, import 
of capital goods etc., and have 
liberalised the licensing policy 
from time to time aiming at 
accelerating the growth of 
and diversification of produc¬ 
tion in order to ensure higher 
utilisation of existing capacity. 

The ‘Guidelines for Indusi- 
ries-1975-76\ besides contain¬ 
ing detailed information on 
the above procedures indicates 
the scope for setting up new 
industrial undertakings. A 
number of industries have 
been identified as having 
export potential. The ‘Guide- 
linos' also gives information 
on the industries for which 
there is no scope for new 
capacity to be approved during 
the year 1975-76, so that at¬ 
tention of prospective enter- 
preneurs is channelled to 
directions in which there is 
scope and need for new capa¬ 
city to be created. 

In its efforts to monitor 
growth of production and 
utilisation of the available 
capacities, the government is 
handicapped for want of 
timely submission of monthly 
production returns to the 
DGTD. Monthly production- 
returns as detailed in the 
Qnidelines for Industries-1975- 
;76 (vide Appendix XIII) arc 

g ^*~*"ired to be furnished by 
licensed and registered 
i to the DGTD every 
th by tenth day of the 
aoiiowing month. It has been 
L noted, however, that a large 
number of undertakings either 


do not send these returns at 
all for nu-ny months or that 
these returns are received long 
after the prescribed date, thus 
defeating the very purpose for 
which these returns are requi¬ 
red to be submitted. It has 
now been decided by the gover¬ 
nment that defaulting units 
which do not send in monthly 
production returns in time may 
be denied assistance (by way 
of raw material allocations 
etc.) is is recommended lor 
them by the DGTD. 

Marking on Packed Items 

From the beginning of 
September all packed com¬ 
modities will have to display 
prominently the identity, net 
weight or measure or quantity 
in number, dale of packaging 
and retail sale price of the 
commodity. An order issued 
recently under DIR lays down 
that no package will he 
allowed to be sold unless it 
displays the prescribed infor¬ 
mation. The order applies to 
the sale, delivery or distribution 
of all commodities prepacked 
on September 1 or after unlc^ 
each package complies with the 
above requirements. A pre^s 
release stated that the order 
has been issued to ensure the 
distribution and availability 
of packaged commodities at 
fair prices. The union minis 
ter of state for industry and 
Civil Supplies, Mr A. C. 
George, pointed out that the 
order was being issued pend¬ 
ing enactment of the compre¬ 
hensive Bill on weights and 
measures introduced in Parlia¬ 
ment recently. 

It is considered necessary 
to secure consumer protection 
in the sale of packaged com¬ 
modities, the press note stated. 
The absence of clear indi¬ 
cations Of contents, weight, 


and price" in" many packaged 
commodities has often misled 
consumers in the sale of several 
items of mass consumption 
and indiscriminate pricing at 
the cost of the consumer. Mr 
George described the order as 
a major step towards protect¬ 
ing the consumer who was 
being cheated to the extent of 
crores of rupees by way of 
under-weight and under- 
measurement. This will re- 
volutionalise the commercial 
practice in the country. He 
explained that the sale price 
displayed in the packages 
would be the maximum selling 
price and any fall in prices 
wouldbe reflected in the retail 
selling prices by way of com¬ 
petition among sellers. At the 
same time there would be no 
scope for any increase in price 
or for hoarding on the eve of 
the general budget or other 
events which were bound to 
affect the price level. This 
was the first time that prices 
would be uniform all over the 
country, he added. 

Banking Service 
Commission 

A proposal to set up a 
Banking Service Commission 
to serve as an independent 
common recruitment agency 
for all nationalized banks was 
approved by the Lok Sabha 
recently. The commission, as 
envisaged in the Banking 
Service C ommission Bill, pilot¬ 
ed by the deputy minister for 
Finance, Mrs Sushila Rohatgi. 
will be on the lines of the Union 
Public Service Commission. 
Besides a chairman, the com¬ 
mission will have not more 
than eight members. 

SITE Programme 

This country has set new 
landmark in the field of mass 
communication when prime 
minister Indira Gandhi in¬ 
augurated the one-year Satel¬ 
lite Instructional Television 
Experiment (SITE) programme 
aimed at educating and enlight¬ 
ening the rural masses. The 
(SITE) programme will cover 
a total area of more than 
3,00,000 squre kms in six 
states. About 30 agencies are 
imvolved in this pilot project. 
The three main participating 


agencies are All India Ratio- 
TV, the Indian Space Research 
Organisation (ISRO) and the 
United States National Aero¬ 
nautics and Space Administra¬ 
tion (NASA) which has loaned 
to India the satellite ATS-6 
(Applications Tech nology 

Satellite). Through this satel¬ 
lite, stationed 35,000 kins 
above the Indian Ocean, pro¬ 
grammes specially designed 
and produced for rural audien¬ 
ces would be beamed direct to 
special television sets in 2,4000 
remote villages spread over 
Andhra Pradesh, Bihar, 
Madhya Pradesh, Rajasthan, 
Orissa and Karnataka. 

Indo-Libyan Joint 
Shipping 

India and Libya have agreed 
to consider the possibility of 
forming a joint Lndo-Libyan 
shipping company. A memo¬ 
randum of understanding 
signed in Tripoli recently bet¬ 
ween the Shipping Corpora¬ 
tion of India and the General 
Maritime Transport Company 
of Libya envisages the forma¬ 
tion of such a company. Pend¬ 
ing this, India would provide 
training facilities and techni¬ 
cal assistance to Libya in the 
field of shipping. The signing 
of the memorandum of under¬ 
standing followed an hour-long 
meeting between the Libyan 
minister for Maritime Shipp¬ 
ing and an Indian delegation. 

Foodgrains Distribution 

The 20-point economic pro¬ 
gramme announced by the 
prime minister lays great 
stress on strengthening of the 
public distribution system. The 
off-take of foodgrains from 
government stocks was subs¬ 
tantially higher during Janu- 
ary-June 1975 as compared 
to the corresponding period in 
1974. The off-take of foodgra¬ 
ins during this period was seven 
million tonnes as compared 
to 5.2 million tonnes during 
the same peribd last year. 
This was stated in the review 
of the current economic situ¬ 
ation which was presented 
to Parliament recently by 
the union minister of Fi¬ 
nance, Mr C. Subramaniam. 
To maintain the public distri¬ 
bution system government 
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imported nearly 5.5 million 
tonnes of foodgrains during 
1974-75. Imports during 
January-June 1975 amounted 
to 3.5 million tonnes as against 
2.5 million tonnes during the 
corresponding period of 
1974. 

Stocks of foodgrains with 
the government agencies at the 
end of June 1975 were 4.8 
million tonnes as against 
about 4 million tonnes by the 
end of June 1974. In order to 
maintain the price stability 
and to build up buffer stocks 
sizeable imports of foodgrains 
are being arranged during the 
current year. Procurement 
of wheat from the current 
rabi crop was over 3.6 
million tonnes as compared 
to 4.3 million tonnes during 
1972-73 Rabi season. The 
shortfall indicated the m.ed 
for strengthening procure¬ 
ment drive and taking neces¬ 
sary measures against hoarders 
and profiteers. Procurement 
of kharif cereals during the 
market season 1974-75 amoun¬ 


ted to about 3.5 million ton¬ 
nes. 

Asian Trade 
Liberalisation 

India and five other deve¬ 
loping nations in the Asian re¬ 
gion have signed an agreement 
on trade liberalisation—the 
first of its kind in the region— 
aimed at trade expansion 
through preferential trade 
arrangements. The agreement 
was signed at Bangkok recent¬ 
ly by India, Laos, Philippines, 
South Korea, Sri Lanka and 
Thailand, all members of 
f.SCAP (Lconomic and Social 
Commission for Asia and the 
Pacific). Two other PSCAP 
member-countrics, which took 
part in the month long nego¬ 
tiations leading to the ,4 Bang- 
kok agreement" Bangladesh 
and Pakistan -are expected to 
sign shortlv. 

According to an announ¬ 
cement by PSCAP, the 
agreement covers at least 160 
commodities and products in¬ 
volving up to $50 million in 


trade between the participa¬ 
ting states. Trade concessions 
offered under the “Bangkok 
agreement** range as high as 
80 per cent on some items and 
and average tariff cut runs 
arounds 33-1/3 per cent. The 
items covered by the agreement 
include many manufactured 
goods ranging from spares for 
locomotives and railway rol¬ 
ling-stock to tyres, tubes and 
various appliances. Food items 
include sugar, fish, coconut 
oil and chemical items include 
dye-stuff and minerals include 
unwrought tin, gypsum and 
crude sulphur. Negotiations 
on trade liberalisation have 
been in progress for some years 
under the auspices of the 
ECAFF (now renamed ESCAP) 
and India was one of the 
active countries involved in 
these negotiations. 

Trade with Indonesia 

The bilateral talks between 
the Foreign ministers of India 
and Indonesia were held re¬ 
cently in New Delhi with the 


two sides agreeing on new 
trade relations. The two sides 
are understood to have consi¬ 
dered the broad outlines of a 
new trade agreement, includ¬ 
ing the question of setting up 
joint ventures. The question 
of Indian assistance for setting 
up certain projects in Indone¬ 
sia was specifically discussed. 
It was also agreed to have the 
draft agreement examined by 
experts. The two sides examin¬ 
ed the question of Indian par¬ 
ticipation in various indus¬ 
trial projects in Indonesia. 

Exports to Gulf Region 

A big leap in trade with 
Gulf countries is being envi¬ 
saged during the current and 
next year with the volume to¬ 
uching nearly one hundred per 
cent increase by maich 1977. 
According to projections made 
by the Commerce ministry, 
exports during the current 
financial year to the Gulf 
region will be about Rs 355 
crores. Rs 121 crorcs more 
over I he last year's la . get. By 
1976-77, total exports to the 



...Which Is why we at JKs 
try our level best to 
nurture latent talent. 

And help bung it our. 

By imparting training in 
management research €r 
engineering. 

By developing the 
inherent skills of 
technicians fr skilled 
labour. 

By providing iob 
opportunities to the 
educated end the 
un-educated. all over 
India. 

JKs intend doing a lot 
fnore for a lot more 
people. 

The future men will tell 
e different story. 
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same area are expected to in¬ 
crease to Rs 448 crorers, an 
increase of Rs 216 crores over 
the last year’s target. In terms 
of percentage, the quantum of 
increased trade will be 53 per 
cent more during the current 
year than the last year. 

The actual trade for the nine 
months of 1974-75 has been of 
the order of about Rs 200 
crores. The Commerce mini¬ 
stry is confident that with the 
tempo that has been set in 
motion, it will not be a diffi¬ 
cult task at all to achieve the 
targets. In fact, in some of 
the items, the level of contrac¬ 
ting has exceeded original ex¬ 
pectations., providing grounds 
for a review of targets set for 
the next two years. Basmati 
rice, engineering goods, lea, 
spices, sugar and cotton piece- 
goods arc the items from 
which bulk of the anticipated 
earnings arc expected. 

ElEC Duty on Jute 

The Common Market 
Commission has proposed 
duty-free entry from next 
January for jute bags and 
cloth less than 150 centimetres 
in width in categories one, two 
and three and the progressive 
elimination by January 1, 1980. 
of the tariffs on carpet-backing 
and yarn in categories four, 
five and six. The present 
tariff on carpet backing is 11 
per cent. The proposals are 
contained in a request to the 
nine member-governments for 
a mandate to open negotiation* 
with India and Bangladesh for 
jute agreements to replace 
those expiring at the end of 
this year. The new agreements, 
which would be for four years, 
would fix quotas on exports 
of carpet-backing and yarn as 
at present, but they would 
also set a ceiling on exports of 
categories one, two and three. 

Helsinki Meet 

Thirty-five nations of 
Europe, the United States and 
Canada recently gave their 
final approval to a set of pled¬ 
ges and principles which they 
hope would usher in new era 
in Europe and consequently 
in the world. High-ranking 
leaders of the nations inclu¬ 
ding the Soviet Union and the 
USA signed a 30,000—word 
historic document called M The 


Final Act” laying down the 
guidelines for their conduct 
towards each other. They 
pledged not to use force agai¬ 
nst each other to change their 
frontiers or to try to settle 
their bilateral disputes. They 
promised to respect the terri¬ 
torial integrity and indepen¬ 
dence of other nation and to 
allow freer flow of informa¬ 


tion and greater human con¬ 
tacts between East and West. 
They agreed to work gene¬ 
rally for the lessening of ten¬ 
sion and the promotion of 
of peace in Europe. The cere¬ 
monial signing ceremony was 
held in Helsinki’s elegant 
Finlandia hall and it was 
preceded by three days of 
formal speeches by the leaders 


of the 35 nations participa¬ 
ting in the European secu¬ 
rity Conference. 

Furnace Oil 
Consumption 

A meeting was convened 
by the National Productivity 
Council to discuss the results 
of the All-India Survey on 
Consumption of Furnace oil 


Dept, of Atomic Energy 

On behalf of the President 11. DPS/PPED/ENG/932 Plant, Kota, capacity 750 M\* 
of India, the Director, Direc- DUE ON: 9-9-75 fabrication hr, as per purchasers tender; 
torate of Purchase and Stores, and supply of fasteners, such as document. -3 Nos. 


Department of Atomic Energy, 
Bombay, invites tenders as 
detailed below: 

J. DPS :NFC :CAP :30ft DUE 
ON 3-9-75 Supply, installa¬ 
tion, testing and commission¬ 
ing of abrasive cut-off machine 
for cutting cold finished and 
straightened stainless steel 
seamless tubes, outside dia¬ 
meter 15 mm to 75 mm. 1 No. 

2. DPS/HWP/PPF/37K DUE 
ON 4-9-75 Supply of carbon 
steel plate flanges. 

3. DPS/TAPS/ENG 554 DUE 
ON 5-9-75 Fabrication and 
supply of Breast Wall t\pe 
Radial Gate. Qiy: One 

4. DPS/BARC’■ENG 7103 
DUE ON: 5-9-75 Fabrication 
of heat exchanger channel. 2 
Nos. 

5. DPS/NAPP/PPED/PPF 10 
DUE ON 5-9-75. Supph of 
Seamless Carbon steel fittings 
for Reactor leaders. 

6. DPS/NFC7PPF/49 DUE 
ON 5-9-75. Supply of Hoi ex¬ 
truded or Hot rolled stainless 
steel seamless Tubes. 

7. DPS/BARC; R-5/PIT 71 
DUE ON 5-9-75. Supph of 
Globe, Gate and Swing check 
valves. 

8. DPS/NAPP/PPED; PPF /12 
DUE ON 5-9-75. Supph of 
seamless carbon steel fittings 
for feeders. 

9. DPS/HWP/ENG/658 
DUE ON: 9-9-75 Fabrication 
and supply of CRCA Drum out 
of 22 gauge sheets for Heavy 
Water Project, Barcda. 12,000 
Nos. 

10. DPS :BARC-FAB :92 
DUE ON: 9-9-75 Design, Fab¬ 
rication, supply, erection and 
commissioning of the following 
units; (l) Flash Mixer: 2 Nos. 

(2) Clariflocculator : 2 Nos. 

(3) Sludge Pumps: 4 Nos. 


Cap Screws, Machine Screws, 
Hollow Set Screws, Socket Set 
Screws, etc., in various sizes 
and large quantities. 5,900 
Nos. 

12. DPSrVEC :CAP:1I9 
DUE ON 22-9-75. Titanium 
Ball sublimation vacuum pump, 
capacity 2500 lit/sec at 10- r * torr 
25000 lil/sec at l()- fl torr, com¬ 
plete unit with spare 3 balls, as 
per purchaser's specification. 
-1 Unit. 

13. DPS/N APP/PPED ENG,/ 
17 DUE ON: 22-9-75 Carbon 
Steel consumable inserts and 
filler wires, in various sizes and 
large quantities, as per tender 
documents. Import Licence 
will be provided, if necessary, 
by us. 

14. DPS/PPED/EEQ/170 
DUE ON 22-9-75. Design, ma¬ 
nufacture, erection, commis¬ 
sioning and guarantee of the 
Ventilation System. 

15. DPS:BARC:FAB:9I 
DUE ON: 12-9-75 Fabrica¬ 
tion, inspection, testing and 
supply of Heat Transfer Equip¬ 
ment complete with all attach¬ 
ments and supports as per 
Purchaser's specifications and 
drawings.* Qty.: 16 Nos. 

16. DPS : MAPP : CAP : 62 
DUE ON 24-9-75 Steel scaffol¬ 
ding units (all purpose) com¬ 
plete with base plates, coup¬ 
lers, pins and 40 mm pipes cut 
to required lengths as specified 
and conforming to l.S. Stan¬ 
dard Specification for steel 
scaffolding and steel tubes, as 
per purchaser's specification. 

17. DPS : HWP : CAP : 367 
DUE ON 9.9.75 Design, Sup¬ 
ply, guarantee, fabrication, ins¬ 
pection, testing, packaging and 
delivery of the water pumps for 
effluent dilution with their 
drives for the Heavy Water 


18. DPS BARC PPF; 1662? 
DUE ON 9-9-75 Supply ofj 
Carbon Steel Pipes. 

19. DPS VEC ' l HEM 69 
DUE ON 10-9-75. 

1. For HYPER PURL SI¬ 
LICON CRYSTAL TYPE: N 
100 gms 

2. FOR HYPER PURE SI: 
EICON, MONO-CRYSTAL¬ 
LINE (FZ). 

Resistivity appr. 5.000 

ohmem 250 gms. 

Resistivity app. 1().(KX>| 

ohmem 250 gms. j 

20. DPS : NAPP : PPLD : j 

FAB:7 DUE ON: 26-9-75; 
Manufacture, inspection, test¬ 
ing and supply of Ram Hous-; 
ing Forgings of S.S. T\pe 304 \ 
304L. ' j 

Tender documents priced Rs. 

5 each for items 3, 4, 12 and 
18 ; Rs. 10 each for items l, 2.; 
13, 16 and ]9, Rs. 15 each 
for items 6 and 9, Rs. 20 for 
item II; Rs, 25 each for items 
8, 15 and 20 and Rs. 50 each 
for items 5, 7, 10 and 14 and; 
Rs. 100 for item 17 and General; 
conditions of contracts priced! 
50 p. each for items 1 to 9, 111 
to 14 and 16 to 20 can be had! 
from the Finance and Ae-| 
counts Officer, Department oi l 
Atomic Energy, Directorate ofj 
Purchase and Stores, 3rd Floor.! 
Mohatta Building, Pali on 1 

Road, Bombay-400001, bet-« 
ween 10 a.m. to 1 p.m. on| 
working days except on Satui-f 
days. Import Licence will be? 
provided only if the items all 
S. Nos. 1 to 9, 11,12 and 16 lo| 
20 are not available indigenous- 
ly. Tenders will be received up-| 
to 3 p.m. on the due dalej 
shown above and will be opened] 
at 4 p.m. on the same day. J 
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?y Industries which was con¬ 
ducted jointly for the Direc- 
orate-Gcneral of Technical 
development, the National 
Productivity Council and the 
;ndian Oil Corporation. The 
wo-day meeting was held here 
*n August 1 and 2, 1975. The 
jOp executives of the industrial 
jinks which were covered by 
■he survey, were invited to 
his meeting. The secretary, 
technical Development, the 
hairman of the National 
‘roductivity Council and the 
hairman of the Indian Oil 
"orporation also took part 
i the discussions. The indus- 
ries covered by the survey 
delude textiles, sugar, vanas- 
ati, tea, leather, hotels, 
ower plants, engineering, 
luminium, drug> and chemi- 
ils, food, dairy, paper and 
ulp, cigarettes, distillery, 
jbber,ply wood, cement, glass, 
^fractorics & ceramics etc. 

lice from Thailand 


■ This country has purchased 
: n additional 100,000 tonnes 
f boiled rice from Thailand 
n government to gov- 
! lament basis. An agree- 
‘ tent was signed between 
'' ae two countries at Bangkok 
; : ’.herc a two-member Ind-an 
’elegation was lead by Mr 
Balasubramanian. Addi- 
'* onal Secretary, Department 
! f Food, ministry of Agricul¬ 
ture and Irrigation. This 
; l , .aises the total quantity of 
’//‘ce contracted for purchase 
5 ;om Thailand this year to 
f- 00,000 tonnes. Under the 
... ew contract the first ship- 
lent of 10,000 tonnes will be 
ii* espatched in August fol- 
owed by same quantity in 
S|eptember this year. Twenty 
f liousand tonnes will be ship¬ 
ped in October and the bala- 
|;pce 60,000 tonnes will be 
if jompleted in November and 
ecember, 1975. 

Exports of Cables 

With the export earnings 
Valued at Rs 662 lakhs during 
he first half of 1974-75 (Aprii- 
eptember 1974), Indian equip- 
lent for distributing electri- 
tty not only improved its 
erseas offtake sharply as 
impared to the same 
eriod in the preceding year 
ar (Rs 236.5 lakhs) but 
Iso surpassed even the figure 


for the full year 1973.74 A wide variety of insulated Kuwait, Malaysia, Singapore, 
at Rs 613 lakhs. In the total wire cables contributed to Dubai, USSR, Hong Kong 
export realisation during the export growth during the Qatar and Bangladesh were 
April-September 1974, insula- period under review. For leading importers. Electrical 
ting wire cables contributed instance, paper insulated cab- insulating equipment, the next 
as much as Rs 589 lakhs, les and flexes, plastic insulated group active in exports. 
During the full year of 1973- wire constituted significant brought in Rs 72.5 lakhs 
74, they had earned foreign ex- varieties responsible for during April-September 1974 
change worth Rs 579,2 lakhs. increased export earnings. (Rs 33.6lakhs during 1973-74). 




USEFUL BOOKS 

• Statistical Abstract India. 1972 

• Education in india, 1967-68 

• Indian Minerals Year Book, 1970 

• Report of the Fuel Policy Committee 

• Government notifications and circulars (Relating to 
working in Mines Issued during 1972 end 
supplementary for the year 1971) 

• Specifications for Works at Delhi 

(1) Vol. I 
(ii) Vol. II 

• Annual Report (Technical) of the Central Board of 
Irrigation and Power, New Delhi, 1962 (Vol. I Civil) 

• Official Directory (as on 1st January 1975, (Diglot) 

• Tribal Wood-Carving in India 

(Census of India, 1971 paper No. 1 of 1973) 
a Indian Railway Code for the Mechanical Departn ent 
(Workshops) (IV reprint) 

• Report of Findings on Employment in Certain Selected 
Rural and Urban Areas of Assam 

• Indian Railway General Code, Vol. Il-Appendlces 
(Revised Edition) (Third Reprint) 

• Annual Survey of Industries, 1970. Census Sector 
(Provisional results) General Review 

• The Music of Kinnaur (Census of India 1971 
Miscellaneous studies) 

• The Planning Process 

• Rashtriya Panchang 

Saka Era, 1897 (1975-76.'A.D.) - , 

(•) Hindi (li) Tamil (ill) Bengali (tv) Gujrati versions 


Rs. 

125.00 

Rs. 

97.50 

Rs. 

61.00 

Rs. 

25.50 

Re. 

2f.00 

Rs. 

20.00 

Rs. 

15.00 

Rs. 

18.00 

Rs • 

15.50 

R?. 

9.76 

Re. 

9.50 

Rs. 

7.00 

Rs. 

5.75 

Rs. 

570 

Rs. 

5.50 

Rs. 

1.45 

Rc. 

0.75 each 


Available from all authorised agents : 

FOR CASH SALE 

KITAB MAHAL 

Unit No. 21, Emporia Building, 
Baba Kharak Singh Marg, 

New Delhi (Phone : 44783) 

GOVT. OF INDIA BOOK DEPOT 
8, K. S. Roy Road, Calcutta-1. 
(Phone : 233813) 

GOVT. OF INDIA BOOK DEPOT 
Ground Floor, New C.G.O. Building, 
New Marine Lines, Bombay-20. 
DEPARTMENT OF PUBLICATIONS 
SALE COUNTERS IN NEW DELHI 

• UDYOG BHAVAN (Phone : 37S082) 

• DEPARTMENT OF PUBLICATIONS 
CIVIL LINES, DELHI 110006. 

• C B.R. BUILDING, BAHADUR SHAH 
ZAFAR MARG 



NOTE; 

Postal Charges extra for 
mall orders [below Rs. Sl¬ 
ip India @ 20% of cost. 

Registration Charges extra 
for mail orders below Rs. 2I-. 
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tors, excluding exports, in¬ 
creased from a mere Rs 47 
crores to Rs 172 crorcs, the 
beneficiaries in these categories 
having increased from 14,000 
to 2,50,000 persons. Today, 
it has over 40 lakh depositors 
whose deposits with the bank 
exceed Rs 1050 crores which 
speaks volumes of the confi¬ 
dence the bank enjoys with the 


Smart Rally 

The market commenced last 
week on a ! promising note 
and the prices resumed un¬ 
abated its upward march on 
speculative support while 
bears| rushed to cover their 
sales. Operators were keen to 
extend their commitments fol¬ 
lowing the union Finance 
minister, Mr C. Subramanian's 
statement in Parliament stress¬ 
ing that the economy is well 
poised for a major phase of 
.< rapid expansion. The relaxa¬ 
tion in terms for the issue 
of bonus shares, flow of 
good corporate news and 
reports of fresh insti 
tutional buying maintained 
buoyancy in the market. 

Favourable monsoon and 
comfortable power supply posi¬ 
tion had a bullish effect on the 
Jnarket and in its wake reports 
*bf havocs by floods failed to 
tfhave any impact on the market. 
Moreover the market was fully 
convinced that the government 
means business and is too keen 
to implement Mrs Gandhi's 20- 
point economic programme. 


Bullish fervour 

The week, on the whole, 
concluded on a bullish fervour. 
iHowever, intermittent profit 
realising at higher levels crashec 
lop gains. Pivotals finished 
ground the week’s best levels 
pith a substantial gain on ba¬ 
lance. The volume of business 
improved further and the 
Undertone at the close was 

S teady. Marketmen feel that a 
lot in Bank Rate at the present 
cture will go a long way ir 
ctivating the capital issues 
rket. It is pointed out that 
repreners will be in s 
ter position to mobilise re- 
ices needed by them wher 
erftil conditions prevail ir 
capital market. Otherwise, 
>efore, they may have to lea* 
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more heavily on financial insti¬ 
tutions. 

Central Bank 

For Central Bank of India 
the year 1974 was one of sig¬ 
nificant progress and commen¬ 
dable achievements almost in 
all spheres of its operations. 
Despite general slackness and 
other adverse conditions which 
prevailed in the econorm 
throughout 1974, the Centra! 
Bank maintained its pace m 
deposit mobilisation. Its de¬ 
posits during the year pierced 
the Rs 1000-ci ore mark and 
stood at Rs 1026.77 crorcs. re¬ 
cording an impressive rise of 
Rs 92.62 crores over 1973. 
Fixed deposits too rose app¬ 
reciably from 483.79 crores to 
Rs 527.62 crores while saxings 
deposits at Rs 278.58 crores ex¬ 
ceeded its previous year's per¬ 
formance by as much as Rs 
29.61 crores. 

Current deposits too was higher 
at Rs 220.57 crorcs as compared 
to Rs 201.39 crores in 1973. 
Advances including hills pur¬ 
chased and discounted, rose to 
Rs 671.95 crores, registering an 
expansion of Rs 48 crorcs oxer 
the preceding year. There was 
a substantial increase in income 
which advanced from Rs 
75.79 crores to Rs 100.36 
crores. The revenue from inte¬ 
rest and discount, accounting 
for major part of the income, 
mounted up to Rs 88.59 crores 
from Rs 67.21 crores, while the 
income from commission and 
brokerage was lifted toRs 11.46 
crorcs from Rs 8.31 crores in 
1973. But the smart rise in 
income was neutralised by the 
sharp rise in expenses. 

The interest paid on de¬ 
posits and other borrowings 
absorbed Rs 55.09 crores 
as compared to Rs 38.41 
crofes while salaries and al¬ 
lowances claimed Rs 33.62 
crores, Rs 6.69 crores more 


than 1973. The working of the 
bank during the year has re¬ 
sulted in a profit of Rs 326.60 
I lakhs as compared to Rs 
1294.89 lakhs in the preceding 
year. Out of this, Rs 82.00 
lakhs was allocated to reserves 
‘ as against Rs 58.98 lakhs in 
the earlier year while the 
amount set apart for payment 
of bonus to staff w f as main¬ 
tained at Rs 220.00 lakhs. 
The balance of Rs 24.60 lakhs 
was transferred to the govern¬ 
ment as compared to Rs 15.91 
lakhs in the previous year. 

National Outlook 

Central Bank has always 
been national in its outlook. 
Subsequent to nationalisation, 
it has made even greater efforts 
to extend banking to totally 
unbanked areas. It opened 
a total of 649 offices, an aver¬ 
age of over two branches a 
week, of which 305 branches are 
are located in rural areas, and 
208 branches in semi-urban 
areas, comprising 47 per cent 
and 32 per cent respectively of 
the total branches opened. It 
has helped nearly 3,50.000 bor¬ 
rowers to the tune of Rs 750 
crorcs. Since nationalisation, 
its advances to priority sec- 


public. Central Bank has used 
these deposits for the economic 
betterment of the weaker sec¬ 
tions. 

It has given the largest 
coverage to small and margi¬ 
nal farmers by relaxing rules, 
waiving normal margins, ex¬ 
tending the repayment period, 
so that more farmers could 
avail themselves of the bank’s 
facilities. At the end of June 
1974, small farmers accounted 
for 79,651 accounts and Rs 
15.64 crores in advances, app¬ 
roximately 55.3 per cent and 29 
per cent respectively, of the 
bank’s total agricultural ad¬ 
vances. 

Punjab National Bank 

The excellent progress made 
by Punjab National Bank dur¬ 
ing 1974 was continued through 
the first half-year of 1975. De¬ 
posits. which rose at a compa¬ 
ratively modest rate in 1974 
than in 1973, picked up and 
started moving up at an acce¬ 
lerated pace during 1975, as 
witness in the sharp rise in the 
bank's deposits from Rs 793 
crores in 1974 to Rs 839 crores 
during the six-month period 
ended June 1975. There was 
further expansion, diversifica- 


BUREAU OF INDUSTRIAL COSTS & PRICES 

(DEPARTMENT OF INDUSTRIAL DEVELOPMENT) 

The office of the Bureau of Industrial Costs & Prices, 
Department of Industrial Development, Ministry of 
Industry & Civil Supplies, have shifted its cffices from 
56, Sunder Nagar. New Delhi to Hans Bhawan (formerly 
Dr. Sen’s Nursing Home), Bahadurshah Zfcfar Marg 
(Near Tilak Bridge), New Delhi-110001. 

All correspondence may, therefore, be sent to the 
new address. The telephone Nos. are as follows: 
PABX — 270151 & 270152 

Shri S.S. Marathe, Chairman — 279616 
Shrl R. Jayaraman, Member — 274026 
Shri Bahadur Murao, Member— 276665 
Shri B. Datta, Secretary -- 279673 
——-- ■ - -davp-563 (36) 75— 


273 


AUGUST 9, 1975 




tion and reduction in seasona¬ 
lity in the bank's credit. What 
is more significant is that there 
was a notable rise in its share of 
advances to priority and public 
sectors. The bank's total cre¬ 
dit stood at Rs 577 crores at 
mid-1975 as compared to Rs 
484 crores in 1974. The credit 
extended to priority sectors 
was expanded to Rs 160 crores 
and to public sector, exclud¬ 
ing advances to Food Cor¬ 
poration of India, to Rs 55 
crores during the first half of 
1975 and it exceeded the 1974 
performance by as much as Rs 
9 crores and Rs 5 crores res¬ 
pectively. Expenditure is now 
well under control and pro¬ 
fitability too is rising steadily. 
The lour per cent drop in pro¬ 
fits in 1973 was amply made up 
by a 26 per cent rise during 
1974 and the trend continued 
stronger through 1975. The new 
Expenditure Control and Fi¬ 
nancial Management Division 
set up by the bank to curtail 
avoidable and wasteful expen¬ 
diture and practices, have star¬ 
ted yielding promising re¬ 
sults. 

Branch Expansion 

A further twenty-four bran¬ 
ches vvere added to the bank's 
network during the first six 
months of 1975. thus lifting the 
bank's offices to 1125 from 1101 
at the end of 1974. Losing 
branches declined from 48.3 
per cent in 1972 to 28.4 per 
cent by mid-1975. It usually 
lakes two tu three years for a 
new' branch to break even. 
Excluding 218 branches opened 
after 1972, the percentage of 
losing branches by the middle 
of 1975 came to nine per cent 
of the total. 

As the bank's branches are 
spread out from the northern 
most border I own to the 
extreme south, management 
ol these offices has assumed 
gigantic proportions and it 
calls for a modern approach 
and a new style of management. 
The PNB is now going ahead 
full steam in formulating a plan 
of action. 

Zenith Steel 

Zenith Steel Pipes has turn¬ 
ed out excellent working re¬ 
sults for the year ended 
April 30, 1975. The directors 
have recommended an equity 


dividend of 10 per cent on a 
higher capital resulting from 
the bonus issue in the four- 
for-five ratio. The company's 
turnover rose spectacularly 
from Rs 17.68 crores to Rs 
26.22 crores while gross pro¬ 
fit went up from Rs 2.55 crores 
to Rs 2.95 crores. The direc¬ 


tors consider the company’s 
performance quite satisfactory, 
but feel that the results for the 
current year may not turn out 
to be equally good in view of 
the substantial fall in selling 
prices in recent months. The 
production of pipes for 1974- 
75 was higher by 13 per cent as 


compared to the previous year, 
thanks to tht satisfactory avail¬ 
ability of steel and zinc. But 
the high cost of steel, especially 
imported steel, the escalation 
of raw material costs in 1974 
and in the early months of 
1975, higher interest rates and 
frequent power cuts led to a 
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Giant factories or humble* 

■ homes we have even v - 
helped in changing the 1 
face of the countryside. 
NICCO supplies the 

need.industrial flexi- 

bles and cables upto 625 
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This perfect spark plugcould turn out 
tobeaperfect nuisance 



LUO RECOMMENDATION CHART 


You nay have endless trouble 
If you do not fit the right type of 
MICO spark plug to your engine. 

’ The MICO range of spark plugs 
is wide and covers all petrol-driven 
vehicles made in India. Each type 
is designed specifically to suit a 
particular engine, whether of a 2* 
wheeler or a 4-wheeler. So it is 
important to specify the engine and 
the type, when you buy a MICO 
sparkplug. 

< dMICO spark plugs are precision- 
made to exact standards. They are 
thoroughly tested ai every stage of 
manufacture. The electrodes and 
the gap are designed to give opti¬ 
mum performance under varied 
operating conditions. The plugs are 
nickel-plated to resist corrosion. 

EASTERN ECONOMIST 


To ensure peak efficiency, you should: 

a) Fit the correct type of spark plug 

b) Clean the plug face and adjust 
the electrode gap periodically. 

c) Replace the plug after 7,500 km. 
in 2-wheelers and 15,000 km in 
4-wheelers Always replace the 
plugs by the set. 

d) Destroy used sparkplugs, 
which otherwise could be recon¬ 
ditioned and sold as new. 
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From its nucleus of people, 
resources end skills. Hindusten jjjJ 

Petroleum continues to make quality jrffi 

products and distribute them in the 
remotest villages of the country— 
to move the wheels of industry, to JSjjwC 

pump water for the farmers fields 
and to light the lamps in the 
poorest homes. 

As a national company, 

Hindustan Petroleum is now > <ftB_ 

in the mainstream of the — IWfl 

country's oil industry. ™ 

During its first year of 

operation as a public enterprise, \1 Mm& 

the company's fuel refinery yjHT 

has recorded the highest w/l 

throughput since it went 

on stream 21 years ago. 113 

The Lube Refinery has also 

shared in this growth. A j ® 

refinery never stops growing, /ffl • 

Not if it has a commitment (f* 

to a nation's economy. 

In the company's laboratories, the search 
for new products is constantly on. A host of 
new products is being developed, to reduce 
imports and sav/e valuable foreign exchange- 

♦Optimum utilisation of petroleum energy i 
national imperative. Hindustan Petroleum wo 


towards this goal through improved technical 
service to conserve petroleum products. 

And now, as part of a national team, 
Hindustan Petroleum aspires to meet consumer 
needs in a spirit of service and dedication. 


eastern economist 



A COMPANY WITH 
A TRADITION OF SERVICE 


HINDUSTAN PETROLEUM CORPORATION LIMITED 


276 


AUGUST 9,1975 


HP-1974 




steep increase in the cost of 
production. The tool manufac¬ 
turing division is expected to 
be able to supply a wider range 
of products of better quality 
as a result of its technical col¬ 
laboration agreement with 
American Shear Knife Co. of 
the USA. The special steel 
division has been manufactur¬ 
ing alloy steel billets which 
have a better market than in¬ 
gots made by the competi¬ 
tors, although its present work¬ 
ing is not economic because of 
the recession in the industry. 
Exports for 1974-75 recorded a 
phenomenal rise of about 80 
per cent to Rs 9.13 crores 
the previous year. 

The prices realised for 
pipes were also higher. While 
the world prices have fallen 
to unremuneralive levels and 
the demand at present is prac¬ 
tically absent, the manage¬ 
ment has been striving to re¬ 
vive exports. Meanwhile, the 
company has recently received 
p a letter of intent for the manu¬ 
facture of 15,000 t.nines of 
^calcium carbide per year, and 
£thc project is receiving active 
l consideration. 

| Out of the gross profit the 
f directors have allocated a sum 
f of Rs 23.30 lakhs to deprecia¬ 
tion reserve, Rs 26.30 lakhs 
to development rebate reserve 
and Rs 1.56 crores for taxation 
as against Rs 15.28 lakhs, Rs 
2.10 lakhs and Rs 1.59 ci ores 
provided respective!v in 1973- 
74. 

Jiyajeerao Cotton 

Jiyajeerao Cotton Mills has 
reported impressive improve¬ 
ments in its working results 
during the year ended March 
31, 1975. The turnover jumped 
from Rs 43.98 crores to Rs 
57.86 crores while the gross 
profit shot up from Rs 5.26 
crores to Rs 6.25 crores. The 
directors have proposed a 
higher equity dividend of 80 
paise per share as against 50 
paise for the previous year. 
The working of the textile 
division was affected adversely 
by escalation in production 
costs and fluctuations in de¬ 
mand and cloth prices. 
The production of blended 


fabrics, however, com¬ 
pensated for the loss in 
respect of cotton textiles. Al¬ 
though the present outlook for 
the textile division is not very 
encouraging, steps are being 
taken to renovate and moder¬ 
nise it for which machinery 
worth Rs 70.69 lakhs was ins¬ 
talled during the year. 

Rise in Inputs 

The chemical division worked 
under severe conditions because 
of the shortage of sweet water 
and an all-round increase in 
the prices of fuel and raw ma¬ 
terials. The production of soda 
ash declined from 1.34 lakh 
tonnes to 1.27 lakh tonnes and 
that of caustic soda from 27.508 
tonnes to 23,969 tonnes. Al¬ 
though adequate steps have 
been taken to expand the capa¬ 
city in respect of soda ash from 
500 tonnes to 800 tonne* per 
day, the progress so far has 
been slow because of the delay 
in the clearance of the capital 
goods licence. But there are 
indications, that the licence will 
be granted shortly, enabling 
the company to speed up the 
project. 

Out of the gross profit the 
directors have appropriated a 
*um of Rs 1 .98 crores to depre¬ 
ciation reserve, Rs 37.09 lakhs 
to development rebate re¬ 
serve and Rs 2.27 crores for 
taxation, as against Rs I 89 
crores, Rs 22.58 lakhs and 
Rs 1.51 crores provided res¬ 
pectively in 1973-74. A sum 
of Rs 49.38 lakhs was pro¬ 
vided for gratuity in 1973-74 

as against no provision in 
1974-75. 

Dunlop 

Although 1974 was a diffi¬ 
cult year, for Dunlop India 
Ltd the Near was one of credi¬ 
table achievements. Its toial 
sales during the year touched 
Rs 147.04 crores, and this re¬ 
cord figure was achieved not 
only by additional volume of 
production but also b> higher 
selling prices brought about 
by sharply by increased u>sis. 
There was a rising demand lor 
all its tyre and industrial pro¬ 
ducts but a reduced demand 
for Dunlopillo where a high 


excise rate and some sluggish¬ 
ness in consumer markets had 
an adverse effect. 

Again a new record was 
set up by the company by 
exporting to 92 countries 
and earning Rs 5.30 crores, 
registering a spectacular rise 
of 67 per cent over J973. For 
the first time substantial or¬ 
ders for lyres and tubes were 
obtained from OPFC countries 
such as Iran and Iraq. It also 
obtained sizable orders for 
earlhmover tyres from the 
USSR and Czechoslovakia. 
Dunlop's exports of cycle tyres 
and tubes were double than 
those of the previous year. 
Sales of its industrial products 
such as vee belts also picked up 
to considerable extent by the 
opening of new markets in 
Africa, the middle cast and 
south west Asia. 

The Industrial Development 
Corporations of West Bengal 
and Andhra Pradesh signed 
technical aid agreements with 
Dunlop Ltd, UK and Dunlop 
India Ltd in 1973 to set up 
tyre factories in these states 
and these agreements were ra¬ 
tified in 1974. Now thc\ are 
awaiting government’s app¬ 
roval. In 1975 the company 
has signed a technical consul¬ 


tancy agreement with Webstar 
Ltd. the company incorpora¬ 
ted to implement the West 
Bengal project, and it proposes 
to sign a similar agreement in 
respect of Andhra Pradesh. 
Under this agreements Dunlop 
India Ltd will provide technical 
and engineering services to 
enable the new factories to be 
erected and commissioned on 
the basis of the plant know-how’ 
provided from the UK in 
terms of the factory agreement. 

Tangible Expression 

These technical consultancy 
agreements are a tangible ex¬ 
pression of the company's 
willingness to share its ex¬ 
pertise with others to ensure 
growth in the economy. These 
were highlighted by the Chair¬ 
man, Mr W.N. Scotts while 
addressing the annual general 
Hireling of the company. 

The fifth five-year Plan has 
fixed a target of 10 million 
automotive tyres by 1980 with 
the major part of this expan¬ 
sion to be met by entirely new 
units. As the cost of new units 
is now extremely high, the 
chairman felt that priority 
should first be given to enable 
maximum utilisation of exist¬ 
ing investment. As the major 
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! constraint is the inadequate 
| supply of electrical energy, 
| the chairman stressed that ene- 
| rgy supply for tyre production 
■ be given the priority it deser- 
i ves. 
i 

| News and Notes 

M/s Konkan Chemicals (P) 

! Ltd, manufacturers of Formal- 
| dehyde, having their factory 
in Maharashtra state, have 
set up a plant for the manufac¬ 
ture of hexamine with an an¬ 
nual installed capacity of 
12,000 tonnes. Hexamine is 
widely used in the manufacture 
of phenolic moulding powders, 
melamine moulding powders 
and also in pharmaceuticals, 
paint and rubber industries. 
Hexamine is now being manu¬ 
factured in Maharashtra state 
for the first time by M/s Kon¬ 
kan Chemicals (P) Ltd, in the 
private sector. 

American Express Company 
has announced that the 
1,954,418 Donaldson, Lufkin & 
Jenrette, Inc. (DLJ) shares 
held by American Express 
Company are to be paid as 
a dividend to its shareholders 
on or about October 18, 1975, 
with a record date tentatively 
set on August 29, 1975. The 
dividend will be paid in the 
approximate ratio of one share 
of DLJ common stock for 
each 36 shares of American 
Express Company stock. In 
lieu of DLJ shares, share¬ 
holders of American Express 
entitled to a minimal number of 
shares of DLJ will receive in 
cash the fair market value of 
such shares as of the dividend 
paymentdate. While the actual 
value of the dividend will be 
based on fair market value on 
that future date, the approxi¬ 
mate value of the special divi¬ 
dend would have been SO. 10 
per share of American Express 
at July 25ih\ average market 
prices of S3.75 for DLJ stock. 
The current American Express 
dividend is ai the rate of 80.80 
per year. 

New Issues 

Vikrant Tyres is licenced to 
manufacture four lakhs each of 
tyres and tubes per annum and 
3,000 tonnes of camel back. 
With the 25 per cent extra pro¬ 

eastehn economist 


duct ion allowed the company 
would manufacture five lakhs 
each of tyres and tube per an¬ 
num. The factory is located 
near Mysore city. This is a 
notified backward area and the 
company would benefit from 
subsidies and concessions appli¬ 
cable to backward areas. The 
government of Karnataka has 
guaranteed adequate supplies 
of water and electricity. 

The company has signed an 
agreement with M/s Techno 
Export Foreign Trade Co 
Ltd of Czechoslovakia for im¬ 
port of machinery worth Rs 
5.16 crorcs and technical know¬ 
how. The collaboration agree¬ 
ment covers the erection and 
commissioning of plant, train¬ 
ing of Indian engineers and 
guarantees for performance of 
plant, achievement of installed 
capacity, quality of products 
and economy in raw materials 
consumption. The agreement 
also provides for complete 
disclosure of latest develop¬ 
ments, specially in use of cord 
materials such as nylon, polyes¬ 
ter, and steel and the manu¬ 
facture of radial tyres. 

The company is also import¬ 
ing machinery worth approxi¬ 
mately Rs 77 lakhs from West 
Germany. All the contracts 
have been signed ensuring firm 
prices and deliveries to match 
the production schedule of 
September 1976. 

The cost of the project has 
been assessed at Rs 23.5 crores. 
To raise part of the resources 
required for the implementa¬ 
tion of the project. The 
company will be entering 
the market with a public 
issue of Rs 325 lakhs worth of 
equity shares and Rs 100 lakhs 
worth of 11 per cent redeem¬ 
able cumulative preference 
shares on August 14, 1975. 

Investments made by the pub¬ 
lic in this issue would be exempt 
from wealth tax for a period 
of five years. Investors would 
also benefit from the short ges¬ 
tation period of only one year 
between the public issue and 
the start of commercial pro¬ 
duction. With the low project 
cost and the advantages of the 
plant being located in a noti¬ 
fied backward area, the com¬ 
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pany hopes to declare a rea¬ 
sonable dividend within a short 
period after the start of com¬ 
mercial production. Invest¬ 
ment in the shares of this com¬ 
pany offers a good scope for 
capital appreciation. 

Assam Petro-chemicals Ltd 
promoted by the Assam In¬ 
dustrial Development Corpo¬ 
ration Ltd will enter the capi¬ 
tal market on August 11, with 
a public issue of 10,90,000 
equity shares of Rs 10 each and 
32,500, 11 per cent redeemable 
cumulative preference shares 
of Rs 100 each. The issue is 
being managed by the Mer¬ 
chant Banking Division, State 
Bank of India. The entire 
equity and preference issues 
have been fully underwritten 
by IDB1, ICICI and IFCL 
The project will utilise as raw 
material the abundant natural 
gas that is freely available in 
the Naharkatiya area of Upper 
Assam. The most important 
advantage that accrues to the 
project is that it is not based on 


either imported crude or naph¬ 
tha and hence the current world 
shortage of these products will 
not in any way affect the supp¬ 
ly of these products. 

The plant which is now at a 
very advanced stage of cons¬ 
truction is located at Namruj>-~ 
where all the raw materials viz. 
natural gas, carbon dioxide and 
urea and also power and water 
are adequately available. The 
company will have the services 
of the world-famous Mit¬ 
subishi Gas Chemical Co Inc. 
and Marubeni Corporation 
who are the technical collabo¬ 
rators. Major plant and 
equipment are being imported 
from Marubeni Corporation. 
The major products that vill 
be available for sale are UF 
moulding powder and glue 
and have a ready market 
both within the slate of Assam 
and outside. The company ex¬ 
pects to pay a reasonable divi¬ 
dend within a reasonable time 
of its commencement of pro¬ 
duction. 


Dividends 

(Per cent) 


Equity dividend de¬ 
clared for 

Name of the com- Year ended --——--— 

pany Current Previous 

year year 


Higher Dividend 


Adarsh Chemicals 

December 31, 1974 

10.0 

9.5 

Shivaji Works 
Manjushree Planta- 

December 31, 1974 

12.0 

10.00 

tions 

New Standard Engi- 

March 31, 1975 

12.0 

6.5 

neering 

Same Dividend 

March 31, 1975 

14.0 

Nil 

Rayalaseema Mills 

December 31, 1974 

12.0 

12.0 

Shree Sadul Textiles 

December 31, 1974 

Nil 

Nil 

Borosil Glass Works 

December 31, 1974 

Nil 

Nil 

Nimar Textiles 

Reduced Dividend 

December 31, 1974 

Nil 

Nil 

Asher Textiles 

December 31, 1974 

12.0 

17.5 

Coimbatore Pioneer 

December 31, 1974 

9.0 

25.0 

Sukhjit Starch 

December 31, 1974 

Nil 

25.0 

W.S. Insulators 

September 31, 1974 

Nil 

10.0 

Saroja Mills 

December 31, 1974 

Nil 

7,0 
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Licences and Letters of Intent 

The following licences and letters of intent were issued 
under the Industrial (Development and Regulation) Act 1951 
during the month of May 1975. The list contains the names 
and addresses of the licensees, articles of manufacture, types 
of licences—New Undertakings (NU), New Articles (NA): 
Substantial Expansion (SE), Carry on Business (COB) Shifting 
—and annual installed capacity. Details regarding licences 
revoked, cancelled or surrendered arc also given. 

Licences Issued 

Metallurgical Industries (Ferrous) 

M/s B. R. Steel Products Pvt. Ltd; 29/30. Vaswani Man¬ 
sion, 120, Dfnshaw Vachha Road, Bombay—(Bombay-Maha- 
rashtra)—Hard Bright Annealed Wires upto 20 SWG; 
Cold Heading Wires upto 20 SWG: Wires for Rivets, Panel 
Pins; Wood Screws upto 20 SWG; Spring Steel Annealed 
Wires & for Needles upto 20 SWG; High Carbon Wires for 
Spring Washers upto 20 SWG; Low Carbon & High Carbon 
Wires for Ball Bearing upto 20 SWG; Cable Armour Wires 
upto 20 SWG; Galvanised Wires upto 20 SWG—15,500 tonnes 
of which not more than 3,400 tonnes will be Galvanised Wires 
—(COB) 

M/s Hemkunt Steel & Wires pvt. Ltd; F-l l, Jangpura In¬ 
tension, New Delhi—(Ghaziabad-UP)-Mild Steel Black 
Wires—4,790 tonnes p.a—(COB) 

M/s Neeka Tubes Ltd; Bank of India Building, Ahmeda¬ 
bad—{Ahmedabad-Gujarat)—Welded Tubes—10,000 tonnes 
(COB) 

M/s Ashok Foundry & Metals Works (P) Ltd; 101-101, 
Industrial Area, Jhetwara Jaipur—(Jaipur-Rajastban)— Mild 
Steel & Spring Steel Rolled Products—2,600 tonnes p.a—(COB) 

M/s Jindal Steel Industries: ‘Jindal House, 8-A, Alipore 
Road, Calcutta—(Faridabad-Haryana) — Mild Steel Ungalvani¬ 
sed Wires—400 tonnes—(COB) 

M/s Vedi Steel & Alloys Ltd; B-14, Maharani Bagli, New 
Delhi—(Malerkotla-Pun jab)—Mild Steel Ingots, Electrode 
quality carbon steels; Forging quality carbon steels; Cold 
Heading quality carbon steels; Hardening & Tempering 
quality cabon steels; etc—18,000 tonnes (COB) 

M/s Luna Tubes Pvt. Ltd; 1830, Near Zakaria Masjid, 
Ahmedabad—(Ahcmedabad-Gujarat)—Steel Pipes & Tubes 
(200 mm to 600mm)—10,000 tonnes -(COB) 

M/s Orient Steel & Industries Ltd; 2-Brabournc Road, 
Calcutta—(Serampur-West Bengal)—M.S. ingots, Electrode 
quality carbon steels; Forging quality carbon steels; Cold 
Heading quality Carbon Steels; etc—7,000 tonnes - (COB) 

M/s Orient Steels Ltd; Herald House, 2nd Floor, 5-A, 
Bah&durshah ZafarMargNew Delhi—(Gurgaon, Haryana)-- 
M. S, Pipes & Tubes—10,000 tonnes—(COB) 

M/s Jaswant Iron & Textile Works, Madhubhai Mills 
Compound, Saraspur Road, Ahemedabad-18—(Ahemedabad- 
Gujarat)—Expanded Metal—180 tonnes'p.a—(COB) 

M/s Eastern Steel & Alloys Company Ltd; Silpuktuiri, 
Gauhati-3—(Bongaigaon-Assam)—M. S. Ingots; Electrode 
quality Carbon Steels; Forging quality Carbon steels; Cold 
Heading quality Carbon Steels—9,000 tonnes—(COB) 

M/s precision Forgings Pvt. Ltd: Flat No. 37, Wing No. 5, 
Napean Sea Road, Bombay—(Thana-Maharashtra)—Closed 

Die Steel Forgings—-3,000 tonnes—(COB) 

M/s Apollo Tubes Ltd; Allahabad Bank Building, 17-Par- 


liament Street, New Delhi - (North Arcot—Tamil Nadu)— 
Steel Pipes & Tubes—10,000 tonnes—(COB) 

M/s Hindustan Tube Co.: 22nd Mile, Delhi-Hapur Rd; 
P. O. Jindal Nagar, Meerut, Uttar Pradesh—(Meerut-UP)— 
Steel Pipes & Tubes—10,000 tonnes—(COB) 

M/s Gujarat Steel Tubes Ltd; Bank cf India Building* 
Bhadra, Ahmedabad—(Ahmedabad-Cujarat)—Steel Pipes & 
Tubes—10,000 tonnes p.a—(COB) 

M/s Hyderabad Steel Tubes Pvt. Ltd: 12-2-785, Roti-ki- 
Bawaii, Azianagar, Hyderabad—(Hyderabad-Andhra Pradesh)-— 
Steel Pipes & Tubes—10,000 tonnes—(COB) 

Janak Steel Tubes (P) Ltd; Delhi Road, Hissar, (Hissar- 
Haryana)—Steel Pipes & Tubes—10,000 tonnes-(COB) 

M/s Hissar Tubes (P) Ltd; HUsar—(Hissar-Haryana)-- 
Steel Pipes & Tubes--9,000 tonnes- (COB) 

M/s Rama Steel Tubes (P) Ltd; 6-Kishan Market, (2nd 
Floor), 2897, Sikriwalan Hauz Qu*zi, Delhi—(Sangrur-Pun- 
jab)—Steel Pipes & Tubes —10,000 tonnes—(COB) 

M/s Amani Pipes (P) Ltd; 357, Netaji Subhas Road, 
Darya Ganj, New Delhi -(Bharatpur-Rajasthan)— Steel Pipes 
& Tubes- 10,000 tonnes—(COB) 

M/s K. Steel (P) Ltd; 76, Pcnnar Road, Sakchi, Jamshed¬ 
pur— (Jamshedpur-Bihar)—M, S. Ingots; Electrodes quality 
carbon steeis; Forging quality carbon steels; Cold heading 
quality carbon steels; etc—9.000 tonnes—(COB) 

M/s Gupta Steel Tubes (India) Ltd; 10257, Lolia Mandi, 
Motiakhun, Delhi—(Bahadurgurh-Haryana)--Steel Pipes & 
Tubes—10,000 tonnes—(COB) 

M/s Bharat Udyog: 36,1, Punjabi Bagh, New Delhi— 
(Bahadurgarh-Haryana) -Steel Pipes & Tubes—10,000 tonnes 
(COB) 

M s Haryana Tube Manufacturing Co. <P) Lid; Delhi 
Road, Hissar -(Hissar-Harvana)—Steel Pipes & Tubes— 
10,000 tonnes -(COB) 

M/s Podar Shakti Steel Ltd; c'o Shrcc Shakli Mills Ltd; 
Podar Chemicals, S. A. Brelvi Road, Bombay—(Karnataka)— 
M/s Ingots; Electrode quality carbon steels: Forging quality 
carbon steels; Cold Heading quality carbon steels; etc— 
18,000 tonnes -(COB) 

M/s Diwakar Engineers (P) Ltd; 1/5-B, Asaf Ali Road, 
New Delhi—(Wazirpur-Delhi)—Steel Pipes & Tubes—10,000 
tonnes—(COB) 

M s Maharashtra Tubes Ltd; 112, Khushnuma Appartment, 
29-A, Carmfchael Road, Bombay-26 -(Bombay-Maharashtra)— 
Steel Pipes & Tubes—10,000 tonnes—(COB) 

M/s Shrce Shankar Industries, 29-A, Sir Hariram Goenka 
Street, Calcutta—(Howrah-West Bengal) - Steel Pipes & Tubes 
10,000 tonnes—(COB) 

M/s Century Tubes Ltd; Plot No. 3 Sector-15-A, Faridabad 
—•(Bhiwani-Haryana)—Steel Pipes & Tubes—10,000 tonnes— 
(COB) 

M/s Devidayal Rolling Sc Refineries Pvt Ltd: Gupta Mills 
Estate, Reay Road, Bombay—(Thana-Maharashtra)—Bright 
Bars—4,500 tonnes—(COB) 

M/s Universal Ferro & Allied Chemicals Ltd; Liberty 
Building, New-Marine Lines, Bombay—(Majwada, Thana- 
Maharashtra)—Precision Investment Castings—300 tonnes— 
(NU). 

M/s Jessop& Co Ltd; 63, Netaji Subhas Road, Calcutta-1 
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(Dum Dum-Wcst Bengal)-—Rope Operated Grabs—24 nos; 
Hydraulic Operated Grabs—24 nos—(NA) 

M/sSamco Metals and Alloys (P) Ltd; Gangaikondan 
Mandapam, Chinglepul, Tamil Nadu—(Tamil Nadu) Grinding 
Media—250 tonnes---(NU) 

M/s EIMCO Elccon (India) Ltd; c/o Elccon Engg Co 
Ltd; Vallabh Vidyanagar, Gujarat—(Vallabh Vidyanagar- 
Gujarat)—Steel Plant Rockers—15 nos: Tunnelling Loaders— 
25 nos; Air Motors (for captive use only)—25 nos; Spares— 
Rs 21.50 lakhs—(NU) 

M/s Anil Steel & Industries Ltd; 27-A/4, Kanti Chandra 
Road, Beni Park, Jaipur—(Jaipur-Rajasthan)—High Carbon 
Wires—12,500 tonnes; M.S. Wire (above 18 G only)—11,250 
tonnes; Nickel Cromium Wires —250 tonnes; Stainless 
Steel Wires—500 tonnes—(NA) 

Metallragical Industries (Non-ferrous) 

M/s Hathwa Metals & Tubes Ltd; Hathwa House, Patna 
—(Patna-Bihar)—Copper & Copper Alloy Pipes Sc Tubes 
—1,200 tonnes—(NU) 

Electrical Equipments 

M/s Radio & Electrical Manufacturing Co Ltd; Post Bag- 
2606, Bangalore—(Bangalore-Karnataka)—AAC/ACSR Con¬ 
ductors upto 19 Strands—180 M.T.—(COB) 

M/s Lunrna Electrical Industries: c/o Shri Vinayak Pandu- 
rang, Bhulwankar, ‘Prakash’ Bhavan, Dadar, Bombay—(Bom¬ 
bay—M iharashtra)—Miniature Electrical Lamps—3.7 mill 
nos—(COB) 

M/s Electronics Corpn, of India Ltd; Industrial Develop¬ 
ment Area, Cherlapalli, Hyderabad—(Hyderabad—Anhdra 
Pradesh)—--Precision Potentiometers and Dials—-12,000 nos; 
Professional Grade Panel and Trimming Pots-1,80,000 nos: De¬ 
fence Grade Wire Wound Resistors— 2,00,000 nos—(NA) 

M/s Control Electronics (P) Ltd; N-I08, Panchshila Park, 
New Delhi -(New Delhi-Delhi Union Territory)—L.T. Sc H.T. 
Power Capacitors -30,000 KVAR—(SO) 

M/s J.K. Electronics Ltd; Kamla Tower, Kanpur— 
(Kanpur-UP) Closed Circuit Television Systems, consisting 
of TV Cameras, Monitors and and Accessories—100 sets— 
(NA) 

M/s Siemens India Ltd; 134-A, Dr. Annie Besant Road, 
Worli, (Bombay-Maharashtra Bombay-Variable Speed 
DC Drive systems upto 190 KW—200 nos;Variablc speed 
AC Drive Svstems;—Squirrel Cage Motors upto 100 KW—200 
nos; Sup Rig Motors upto 100 KW—20 nos; Motor Control 
Modulcs-2,000 nos— (NA) 

M/s Haryana Enamelled Wires (P) Ltd; 59*Anand Lok 
Colony, New Dclhi-49—(Faridabad-Haryana)—Glass Covered 
Wires—100 tonnes; Synthetic Enamelled Wires—(42 SWG and 
above)—50 tonnes: Aluminium Winding Wires—300 tonnes— 
(NU) 

Mr M S. Gopal,M/sHifame Pvt Ltd: Rajmahal Extension. 
Bangalore! Mysorc-Karnataka)—Multi Tubular Battery Retai¬ 
ner Bags—12.5 mill metres—(NU) 

M/s Genet a 1 Trading Co.: B-2/B-3, Govt Industrial Estate 
Hyderabad —(Hyderabad-Andhra pradesh)—Tantalum Capa- 
citors-10 mill nos—(NA) 

M/s International Power Semiconductors Pvt Ltd; c/o 
Bharat Purge Co Ltd:‘Nirmal’, 6th Floor, Nariman Point, 
Bombay -(Santa Cruz FPZ-Maharashtra)—TO-3 Power Tran¬ 
sistor, Bridge Rectifiers and Plastic Rectifiers—8 mill nos p.a— 
(NU) 

M/s Best and Co Pvt Ltd; 13/15, North Beach Road, 


Madras—(Madras-Tamil Nadu)—Train Lighting Generators 
(Brushless Alternators)—2,000 units—(NA) 

Transportation 

M/s Bajaj Tempo Ltd; Bombay-Poona Road, Akurdt, 
Poona—(Poona-Maharashtra)—Light Commercial Vehicles, 
Viz-3-Whcelers and 4-Wheelers—12,000 nos, Diesel Engines for 
other purposes—6,000 nos—(SE) 

M/s Automobile Products of India Ltd; Lai Bahadur 
Shastri Marg, Bhandqp, Bombay—(Bhandup, Bombay-Maha- 
rashtra)— 3 Wheelers-15,000 nos—(SE) 

M/s M.G. Metlalic Springs Pvt Ltd; Premises of M.G, 
Brothers, Bcllary Road, Anantpur P.O., Andhra Pradesh— 
(Anantpur-Andhra Pradesh)—Metallic Industrial Springs 
(other than Hair Springs)—580 tonnes--(NU) 

M/s M G. Hairsprings Pvt Ltd; Bull Temple Road, Banga¬ 
lore—(Bangalore-Karnataka)—Hair Sprines-20 tonnes— 
(NU) 

M/s Escorts Ltd; 18/4, Mathura Road. Faridabad — 
(Faridabad—Haryana) - Shock Absorber for Railways—-15,000 
nos—(SE) 

M/s Usha Telchoist Ltd; C-2, Friends Colony, New Delhi 
—(Faridabad—Haryana)—Ignition Coils- 2 lakh nos— 
(NA) 

Industrial Machinery 

M/sSanghi Motors (Bombay) Pvt Ltd; 39-A, N.S. 
Patkar Marg, Bombay—(Andhcri, Bombay-Maharashtra)— 
Oxygen Plant—6 nos; Acclclyne Plant—4 nos —(SE) 

M/s Star Textile Engineering Works Ltd; Dhanraj Mahal, 
D-22, Apollo Bunder Road, Fort, Bombay (Thana -Maha¬ 
rashtra) —Screens for Automatic Screen Printing Machine 
—30,000 nos p.a—(NA) 

Machine Tools 

M/s Guest Keen Williams Ltd; Andul Road, Howrah 
Howrah-West Bengal)—Rotor & Stator Slotting Machines 
(for Electrical Stampings); Centreless Bar Turning Machines 
with Automatic Loading un-loading mechanisms; Thread Roll¬ 
ing Machines, Bit Tapping, Screw Machines (for Bolt Sc Nut 
Industry); Grinding Machines for Razor Blade Industry 
(Rs 75 iakhs only) p.a—(NA) 

Miscellaneous Industries 

M/s Simac Group (India) Pvt Ltd; 4/7 Sidhpura Industrial 
Estate, S.V. Road, Gorcgaon (West) Bombay—(Bombay- 
Maharashtra)—Plastic House, Hold Wares—93.7 tonnes; 
Moulded Machine Components—70.7 tonnes; Extruded 
Products—75.6 tonnes—(COB) 

Industrial Instruments 

M/s The Associated Cement Companies Ltd .‘Cement House, 
121, Maharshi Karve Road, Bombay—(Coimbatore-Tamil 
Nadu)—Belt Weighers—Rs 25 lakhs; Bin Level Indicators— 
Rs 5.00 lakhs—(NA) 

Chemicals (Other than Fertilizers) 

M/s Southern Synthetics Ltd; 186, Royepetteh High Road, 
Madras-14—(Ranipet-Tamilnadu)—Formaldehyde—5,600 ton¬ 
nes—(COB) 

M/s Konkan Chemicals Pvt Ltd: 2-F, Court Chambers, 
35-A, New Marine Lines, Bombay—(Thana-Maharashtra)— 
Formaldehyde—12,000 onnes—(COB) 

M/s Everest Refrigerants Ltd; Khetan Bhavan, 198, J. 
Tata Road, Bombay—(Dorn bivi I i-Matiarashtra)—Sulphuric 
Acid—10,800 tonnes; Oleum—1,440 tonnes; Chlorosulphcnic 
Acid—1,800 tonnes—(NA) 

M/sDai-ichi Karkaria Pvt Ltd: Liberty Building, New 
Marine Lines, Bombay—(Pimpri-Maharashtra)—Anionic Sur- 
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face Active Agents 720 tonnes: Cationic Surface Active Agents 
—300 tonnes—(SE) 

M/s Devidayal Rolling & Refineries (P) Ltd; Gupta Mills 
Estate, Reay Road, Bombay—(Thana-Maharashtra)— Synthetic 
Resins, Polyester Resins, Phenolic Resins, Vinyl Resins, 
Acrylic Resins Isacynate Resins, Epoxy Resins(Except Mela¬ 
mine Formaldehyde and Silicone Resins)—1,500 tonnes—(NA) 

M/s Polymers Corpn. of Gujarat, 4th Floor, Natraj Cham¬ 
bers, Ashram, Road, Navrangpura/ Ahmedabad)—(Gujarat) 
—Methyl Methacrylate Monomer—5,000 tonnes; Polymethyi 
Methacrylate (Pc l lets)—1,500 tonnes; Polymethyl Methacrylate 
Sheets)—2,000 tonnes.*—(NU) 

M/s The Travancore Electro-Chemical Industries Ltd: PO 
Chingavanam, Kottayam—(Kottayam-Kerala)—^Calcium Car¬ 
bide—25,000 tonnes—(SE) 

M/s Unichem Laboratories Ltd; 4, 5, 6,-Jogeshwari Estate 
Bombay—(Bombay-Maharashtra)—D-Propoxyphene HCL—6 
tonnes—(NA) 

M/s Pesticides India: Post Boxt No 20, Udaipur—(Udaipur- 
Rajasthan)—Malathion Technical—300 tonnes—(NA) 

Photographic Raw Film & Paper 

M/s Travancore Rayon Ltd; Rayonpuram Post, Kerala - 
(Sirumughai-Tamil Nadu)—Cellophune Film—3,000 tonnes 
-(NU) 

M/s Stayadev Chemicals Pvt Ltd; Post Box No 101, Partap- 
nagar R oad, Bar oda—(Pr atapnagar-G uja ra t)—4-A m in o- 3- 
Methyl-Ncthyl (2-Methyl Sulphonamide Ethyl) aniling sesqm- 
sulphate mono-hydrate)—8 tonnes—(NA) 

Drugs & Pharmaceuticals 

M/s Chowgule & Co. (Hind) Pvt Ltd; India House, Wal- 
chand Hirachand Marg, Bombay—(Thana-Maharashtra) - 
Tablets:—(Lakh nos)—Allerphcn Tablets—50; Dekasone 

Tablets—9.21; Dimirli Tablets—4.50; Diuremid Tablets 3.25; 
Furazole/Sulphafurazole Tablets—40.51 Furoquinol Tablets 
9.90; Helkamon Tablets—15.0; Neocorlin Tablets—1.20; 
Neofluvenol Tablets 12.25 Novalgetol Tablets.—17.0: Re*er- 
phan Tablets—2.50; Rumatab Tablets—1.0; Sedo-Helkamon 
Tablets—2.50; Tolazoline Hcl. Tablets 1.50; Unazid Tablets 
—0.50; Liquids—(in litres)—Dimiril Expectorant 35,600; 

Furozolc Suspension 950; Nasodrin Nasal Drops —707; 
Multivite Syrup—2200; Orlivcr Liquid—8500: Tussigon Cough 
Syrup—3450, Ointments:—Dermoscale Ointment—1300 Kg>; 
Polvderm Cream—310Kgs; Injections:—Polyneuron-12 Ini - 
2,65,400 Ampoules; Novalgetol Inj 2,08.000 ampoules: Orgadm 
Inj—9,300 ampoules; ATS Inj—16,82,000 ampoules; 47.25 s : 
5,900 ampoules; Capsules:—Orliver Capsules—22,00,000 nos - 
(COB) 

M/s Indian Drugs & Pharmaceuticals Ltd; N-12, South 
Extn-1, Ring Road, New Delhi—(Uttar Pradesh)—Formula¬ 
tions of 6-Deoxy-5 Oxytetracycline Hydrochloride correspond¬ 
ing to—3,500 BU of the afresaid bulk Drug—(NA) 

M/s MAC Laboratories (P) Ltd; 60-Sir P.M. Road, Bombay 
—(Bulsar-Gujarat)—Chloramphenicol Palmitate (Bulk)—25 
tonnes; Chloramphenicol Palmitate (Syrup)—200 Kilo Litres. 
-(NA) 

M/s The Fairdeal Corpn (P) Ltd; Lakshmi Bldg; Sir P.M. 
Road, Fort, Bombay—{Bombay—Maharashtra)—Mucoris-X- 
Nasal Drops—5,000 litres- (NA) 

M/s The Fairdeal Corpn (P) Ltd; Lakshmi Buidg; Sir P.M. 
Road, Fort* Bombay—(Bombay-Maharashtra)—Otek-P-Ear 
Drops—1,250 litres—<NA) 

M/S Chemical Industrial & Pharmaceutical Laboratories 


Ltd; 289, Bellasis Road, Byculla, Bombay -(Bombay-Maha¬ 
rashtra)—Salbutamol—100 Kgs—(NA) 

Textiles 

M/s R.S.R.G. Mohta Spg & Wvg Mills; Managed by NIC; 
Surya Kiran, 19-Kasturba Gandhi Marg, New Delhi—(Akola- 
Maharashtra)—Cotton Yarn—25,000 spindles—(SE) 

M/s Orissa-Cotton Mills Ltd; Care: N.T.C. Ltd; 
Surya Kiran, 19-Kasturba Gandhi Marg, New Delhi—(Cut- 
tack-Orissa)—Cotton Yarn—25,000 spindles—(SE) 

M/s National Textile Corpn Ltd; Surya Kiran Bldg; 19- 
Kasturba Gandhi Marg, New Delhi—(Amravati-Maharashtra) 
—Cotton Yarn—25,000 Spindles—(SE) 

M/s Jayashankar Mills Barsi; Care: NTC Lid; 19-Kasturba 
Gandhi Marg, New Delhi— (Sholapur-Maharashtra)—Cotton 
Yam—25,000 spindles—(SE) 

M/s The NationalTextile Corpn Ltd; Surya Kiran Bldg; 
19-Kasturba Gandhi Marg, New Delhi—(Rajkot-Gujarat)— 
Cotton Yarn—25,000 spindles—(SE) 

M/s KishnavaniTextile Mills,Care: N.T.C. Ltd; 19-Kasturba 
Gandhi Marg, New Delhi—(Coimbatore-Tamil Nadu)—Cotton 
Yarn—25,000 spindles—(SE) 

M/s Maharashtra State Textile Corpn Ltd: 47-New Marine 
Line, Vachani Chambers, Bombay —(Aurangabad Maharashtra) 
—Heavy Specialised Fabrics Meant for Industrial Uses—25,000 
spindles & 3000 looms—(UN) 

M/s Salem Textiles Ltd; 4-8. Salai Road, Salem-1— 
(Dharmapuri-Tamil Nadu)—Cotton Yarn—25.000 spindles— 
(SE) 

M/s Sitaram Spinning Sc Wvg Mills: Trichur-2—(Trichur- 
Kerala) -Cotton Yarn—25.000 spindles—(SE) 

M/s Kongarar Spinners (P) Ltd; 112, Dhali Road, Udamal- 
pet, Coimbatore—(Coimbatore-Tamil Nadu)—Cotton Yarn 
—25,000 spindles—(SE) 

M/s Sree Chandrodaya Mills Ltd; Hanumanthappa Building, 
Chitradurga Road, Davangere-2- -(Davangere, Chitradurga 
Distt Karnataka)—Cotton Yarn.25,000 spindles—(SE) 

M/s Shree Mahuva Spinning Mills Co (P) Ltd; Mahu\a. 
Bhavnagar—(Bhavnagar-Ciujarat) — Cotton Yarn — 25,()(K) spind¬ 
les—(SE) 

M/s Reliance Textile Industries (P) Ltd; Court House, 
Tilak Marg, Dhobi Talao, Bombas—(Nanda-Ahmedabad— 
Gujarat)—Knitted Fabrics of Manmade Fabrics:—; Warp 
Knitting Machines—8 nos: Circular Knitting Machine—8 nos; 
Corresponding to a total consumption of 320 tonnes. Capro- 
lactum —(SB) 

M/s National Rayon Corpn. Ltd; Ewart House, Bruce 
Street, Bombay—(Kalyan—Thana, Maharashtra)- Nylon Tyre 
Yarn Fabrics—1100 tonnes—(NA) 

Paper Sc Pulp 

M/s The Sirpur Paper Mills I^td; Sirpur Kaghaznagar 
Sirpur, Adilabad—(Adilabad-Andhra Pradesh)—Printing Sc 
Writing Paper—5,000 tonnes—(SE) 

Mrs Sudha Devi Tibrawalla, 12-Lord Sinha Road, Cal¬ 
cutta-16—(Rewa-MP) —Writing & Printing Paper- 6,000 
tonnes—(NU) 

Mr Gobindbhai C. Patel, 2nd Floor, Municipal Bldg; 
Patharkuva, Relief Road, Ahmedabad-1—(Ahmedabad—- 
Gujarat Wrapping & Printing Paper—600tonnes—(NU) 

M/s Bombay Paper Mfg. Co: 109 Shaikh Hemon Street, 
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II Floor, Bombay-2—(Dombivili, Maharashtra)—M*G. Paper 
—4,000 tonnes—(SE) 

Sugar 

M/s The KCP, Ltd: Ramakrishna Building, 38-Mount 
Road, Madras—(Viyyuru-Andhra Pradesh)—Sugar—6,000 
tonnes of Cane Crushing capacity per day—(SE) 

M/s Kailakurichi Co operative Sugar Mills Ltd; Moongil- 
thuraipattu, South Arcot- -(South Arcot-Tamil Nadu)—Sugar 
—2,000 tonnes of Cane crushing capacityper day—(SE) 

M/s Bazpur Co-operative Sugar Factory Ltd; Bazpur, 
Nainiial—(Bazpur, Nainital-UP)--Sugar—3,000 tonres of 
Cane-Crushing capacity per day—(SE) 

M/s Tamil Nadu Sugar Corporarion Ltd; 24/4,Pantheon 
Road, Egmore, Madras—(Thanjavur, Tamil Nadu)—Sugar 
—1,250 tonnes of Cane crushing capacity per day—(NU) 

M/s Tamil Nadu Sugar Corporation Ltd; 24/4, Pantheon 
Road, Egmore, Madras—(Tiruchirapalli, Tamil Nadu 
—Sugar—1.250 tonnes of Cane crushing capacity per dav— 
(NU) 

M/s Tamil Nadu Sugar Corporation Ltd; 24/4, Pantheon 
Road, Egmore, Madras—(Tiruchirapalli,-Tamil Nadu— 
Sugar—1,250 tonnes of Cane crushing capacity per day— 
(NU) 

M/s Tamil Nadu Sugar Corporation Ltd; 24/4, Pantheon 
Road, Egmore, Madras* -(Ramanathapuram-Tainilnadu)— 
Sugar—1.2:0 tonnes of Cane crushing capacity per day - 
(NU) 

Fermentation Industries 

M/s Bombay Breweries Ltd; “Suryodaya”, 7-Juhu Road, 
Santacruz, Bombay- -(Kolaba-Maharashtra)—Beer—50,000 

HL—(COB) 

Mr Zahid Jamil, “Kheyaban Kothi, Idagah Hills, Bhopal 
- *(Narsinghpur—Madhya Pradesh)—Beer—50,000 HL— 
(COB) 

M/s Rayalasecma Breweries: Kotakommala Street, Layout, 
Tirupati, Chittor—(Tirupali, Chittor, AP) Beer—25,000 HL 
—(COB) 

M/s Sanghi Motor, (Bombay) Pvt Ltd; 39, ANS 
Patkar Marg, Bombay -(Kolaba-Maharashtra)*-Beer—50,000 
HL—(COB) 

Mr Prem Nath Monga, C-L10, Vasant Vihar, New Delhi 
—(Meerut-Uttar Pradesh)—Beer 50,000 HL—(COB) 

M/s National Breweries Ltd; Jorhat -(Jorhat —Assam)— 
25,000 HL—Beer—(COB) 

M/s Bagai Foods & Beverages (P) Ltd; 188-Golf 
Links. New Delhi—(Ranch i-Bihar)—Beer—50,000 HL— 
(COB) 

M/s Bangalore Breweries (P) Ltd; No, 10, 1st Main Road, 
Gandhinagar, Bangalore—(Bangalore-Karnataka)— Beer— 

50*000 HL- (COB) 

Food Processing Industries 

M/s Tinsukia Trading Co Tinsukia—(Tinsukia-Assam) — 
Wheat Products—9,000 tonues—(COB) 

M/s MAFCO Ltd; (Maharashtra Govt Enterprise) Mistry 
Bhavan, 6th Floor, Dinshaw Vacha Road, Bombay—(Maha- 
raahtra)—Poona Factory, Poona-Meat, Poultry, Fish, Fruits 
& Vegetable Products—3,000 & 1,500 tonnes; Turbha 
Factory, Thana Distt: Meat, Poultry, Fish, Fruit & Vegetables 
--4,000 & 400 tonnes: Borivli Factory, Bombay: Meat, 


Poultry* Fish—3,000 tonnes; Koregaon Factory, Satara; 
—Meat, Poultry, Fish—Fruits and Vegetable Products—2,500 
& 500 tonnes—(COB) 

Vegetable Oils & Vaaaspatl 

Mr B. L. Bubna, Trunk Road, Anapavaram, Chilakaluri- 
pet, Guntur—(Guntur-Andhra Pradesh)—Cotton Seed Oil— 
30,000 tonnes in terms of cotton seed crushing—(NU) 

M/s Sohil Raj Industries, Nirmalnagar, Bh&vnagar.— 
(BhavnugarGujarat)—Cotton Seed Oil—18,000 tonnes in terms 
of seeds—(NA) 

Soaps * Cosmetics 

M/s Asiian Chemical Works: 124-26, Princess Street, 
Bombay—(Bombay-Maharashtra)—Perfumery Compounds— 
12,600 Kgs- (COB) 

Rubber Goods 

M/s Apollo Tyres Ltd; Allahabad Bank Bldg; 17-Parlia¬ 
ment Street. New Delhi—(Chalakudi, Trichur-Kerala)—Auto¬ 
mobile Tyres & Tubes--4,00,000 nos p.a—(NU) 

M/s Madras Valves Ltd; 46, East Abhiramapuram, 
Myiapore, Madras -(Tamil Nadu) -Automobile Tyre/Tubes 
Valves—30 lakhs nos p.a; Valve Cores 50 lakhs nos; Valve 
Caps—50 lakhs nos; Hexnnts/Rim Nuts—50 lakh nos; Ring/ 
Bridge Washers—50 lakhs nos—(NU) 

Glue And Gelatin 

M/s Shaw Wallace & Co Ltd: 4-Bankshall Street, P.B. 
No. 40, Calcutta—(Chinglcpul-Tamil Nadu)* Animal Glue— 
2,400 tonnes p.a—(SI.) 

M/s Hindustan Lever Ltd; Express Building, Bahadurshah 
Zafar Marg. New Delhi—(Kolaba-Maharashtra)—-Ossein - 
3.000 nos; Di-calcium Phosphate (Bye-products)—6000 tonnes 
-(NU) 

Glass 

M/s Lamps & Glass Components Ltd; 15/1, Asaf Ali 
Road, New Delhi—(Jhansi-UP)—Glass Shells—33 nos— 
(NU) 

Cement & Gypsum Products 

M/s Cement Corpn. of India Ltd; Herald House, 5-A, 
Bahadur Shah Zafar Marg, New Delhi-1—(Cuddapah— 
Andhra Pradesh) — Portland Cement—4 lakhs tonnes— 
(NU) 

Timber Products 

M/s Woodcrafts Assam, A-Division of Jyashree Tea * 
Industries Ltd; “Industy House”, 10-Camac Street, Calcutta— 
(Naraini, Sibsagar, Assam)—Plywood of all types including 
block boards — Flush Doors (but excluding Teachests)—4 
mill sq metres—(SE) 

The Indian Plywood Mfg, Co Ltd; 9- Wallace Street, 
Bombay—(Chandrapur-Maharashtra)—Integrated, Plywood, 
Veneers and other Wood Panel Products—1.8 mill Sq. Metres 
-(NU) 

Miscellaneous Industries 

M/s Orient Pharma Pvt Ltd; Old Trunk Road, Pallavaram, 
Madras—(Madras-Tamil Nadu)—Tooth Paste—33,000 Kgs— 
(COB) 

M/s North Eastern Tobacco Co Ltd; c/o M/s Assam 
Industrial Development Corpn, Kannachal Road* Silpukhpuri, 
Gatihati—(Silpukhun, Gauhati* Assam)—Cigarettes-r3,000 
mill nos—(NU) 

M/s Karnataka Oxygen Ltd; Whitefield Road, Mahadcva* 
pura Post, Bangalore^8—(Karnataku—Oxygen—1.45 mill 
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C.M. Nitrogen—0.5 mill C.M. D/Acctylcnc-0.4 mill 

CM—(NU) 

Letters of Intent 

Metallurgical Industries (Ferrous 

Mr B.C. Singha, c/o S. Banergec, 7-Nanjappa Road, Shanti- 
nagar, Bangalore—(Bangalore-Karnataka)— Deep Drilling 
Machines with Drill Grinders (Different Models)—5 nos; 
Draw Reaming Machines 5-Spindles—2 nos; Prciesion Cam 
Milling Machines—1 nos—(NU) 

MrOJP. Kajaria, 19-BaIygung Park Road, Calcutta-19 — 
(Tarapur—Maharashtra)—Castellated Beams—10,000 tonnes; 
Board Flanged Beams, T-Sections and Us connected fabrica¬ 
tions—6,000 tonnes—(NU) 

M/s Triveni Structural* Ltd; Naini, Allahabad—(Naini- 
AJlahabad, UP)—Pressure Vessels — Heat Exchangers— 
2,000 tonnes—(SE) 

Electrical Equipments 

The General Electric Co of India Ltd; Magnet House, 
6-Chittaranjan Avenue, Calcutta—(24-Pargan*S' West Bengal) 
High Speed DC Circuit Breakers in the range of 300 io 
2,000 amps 660 to 1,500 Volts—1,500 nos—(NA) 

M/s The UP Electronics Corpn. Ltd; 9-Vivekanand Mare, 
Lucknow—(Uttar Pradesh)—Document Facsimile Equipment 
—100 nos—(NU) 

M/s Aluminium Industries Ltd; No. 1, Ceramic Factor) 
Road, Kundara P.O., Kerala—(Kundara-KeraJa)--Current 
Transformers above 132 KV and upto and including 220 KV 
90 nos—(NA) 

M/s Central Electronics Ltd; N.P.L. Campus. Hillside 
Road, New Delhi—(Ghaziabad—UP)—Professional Ferrites 
such as Pot Cores, R.M. Cores, Toroids, Memory Cores, 
Micro Wave Toroids, U,E. — I and C Shapes for professional 
TV applications)—100 tonnes— (NU) 

M/s Philips India Ltd; Shivsagar Estate, Block ‘A', Dr 
Annie Besant Road, Worli, Bombay— (Poona—Maharashtra) 
—Amplifiers—23,600 nos p.a— (SE) 

Transportation 

M/s India Pistons Ltd; Madras — Tamil Nadu — (Madias- 
Tamil Nadu) — Pistons — 24 lakh nos; Pistons Rings -- EX0 
lakh nos; Piston Pins—30 lakh nos; Cylinder Liners—6.0 lakh 
nos (SE) 

M/s Sidharth Patel, 1/12, Industrial Estate, Baroda-3— 
(Kandla Free Trade Zone)—Radiators and Radiator Cores for 
cars, Trueks — Tractor — 24,000 nos — (NU) 

Industrial Machinery 

Mr C.H. Krishna Murthi Rao, 55-Edward Elliots Road. 
Madras—(Tamil Nadu)—Chemicals Machinery (Made out of 
Titanium — Titanium Alloys, etc—(NU) 

Machine Tools 

M/s Punjab State Industrial Development Corpn. Ltd; 
SCO-54-56, Sector-5, Chandigarh. —(Moga, Faridkot, Punjab) 
■— Electric Portable Drilling Machines - 25,000 nos; Elec¬ 
tric Portable Blower — 2,500 nos; Electric Hand Grinders 
3,000 nos; Electric Portable Screw Drivers, Chippcrs, 
Nut Runners, Valve Grinders, Hammers, Valve Sect 
Honing Machines 3,000 nos; — (NU) 

M/s Southern Industrial Corpn. Ltd; South India Housel. 
99-Armenian Street, Madras—(Ranipet, N-Arcot, Tamil Nadu) 
High Speed Cold Heating Machines — 48 nos; Automatic 
Screw Slotting Machines — 12 nos; Automatic Thread Rolling 
Machines — Combined Pointing — Thread Rolling Machines 

— 48 nos; Automatic Multi Station Transfer Press — 6 no* 

- (NU) 

M/s Souther Industrial Corpn. Ltd; South India House, 


99-Armenian Street, Madras—(Ranipet, N-Arcot, Tamil 
Nadu)—Portable Electric Tools—25,000 nos.(NU) 

Earth Moving Machinery 

M/s Larsen—Toubro Ltd; L—T House, Norottom Morarjcc 
Marg, Ballard Estate, Bombay—(Bangalorc-Kamataka) — 
Self-propelled Vibratory Compactors; Heavy Duty Towed 
Compaction Equipment—100 nos only—(NA) 

Miscellaneous Industries 

M/s Phillips India Ltd; Shivsagar Estate, Block, fc A’ Dr 
Annie Besant Road, Bombay-(Thana-Maharashtra) Diamond 
Wire Drawing Dies—5,000 nos -(SE) 

M/s Punjab Nylo Transmission (P) Ltd; Nakoder Road, 
Julllundur—(Jullundur-Punjab)—Extruded Nylon Strips—60 
tonnes—(NU) 

Commercial, Office & Household Equipments 

M/s Cash Register Co. (India) Pvt. Ltd; 4-D, B.B.D. Bagh, 
Calcutta —(Haldia, Midnapur, West Bengal)—Cash Registers 
Electrically operated -5.000 nos; Electronic Cash Registers-- 
2,500 nos; Adding Machines Electrically operated 20,000 
nos; Accounting & Book Keeping Machines Electrically opera¬ 
ted—1,200 nos-(NU) 

Fertilizers 

Mis Kothari (Madras) Ltd; Kothari Building, 20-Nun- 
gambakkam High Road, Madras -(Ennore, Madras/ Tamil 
Nadu)—Fertilizer Grade Ammonium Chloride—21,000 tonnes 
—(NA) 

Chemicals (Other than Fertilizers) . 

M/s Associated Gases (P) Ltd; 28-New Rohtak Road, New' 
Delhi--(Ghaziabad, Meerut, UP)—Nitrous Oxide-100 Mill. 
Litres—(SE) 

M's Pallathra Bricks & Tiles Ltd; Kochuramapurura, P. O, 
Shcrtalley—(Allcppey-Kerala) -Calcium C irbidc for Merchant 
Purposes— 15,000 tonnes—(NA) 

Mr Abdur Rahman Khan, Mine Owner, Dhane, Kurnool-- 
(Kurnool-Andhra Pradesh)—Calcium Carbide for Merchant 
Purposes—15,000 tonnes—(NU) 

M/s Haryana State Industrial Development Corpn. Ltd; 
Chandigarh-(Haryana)—Calcium Carbide for Merchant pur¬ 
poses—15,000 tonnes—(NU) 

M s The UP State Mineral Dev. Corpn. Ltd; Hcwett Poly¬ 
technic Hostel. Mahanagar, Lucknow.iDehradun-UP)— Cal¬ 

cium Carbide for Merchant Purposes -15.000 tonnes—(NU) 

M/S Gammon India Limited, Civil Engineers & Contrac¬ 
tors, Gammon House, Bombay—(Raichur-Karnalaka)—Nitric 
Acid—16,500 tonnes; Sodium Nitrite —3,000 tonnes; Formic 
Acid—2,100 tonnes; Oxalic Acid —l,800 tonnes; Methanol— 
15,000 tonnefe—(NU) 

Mr S. Sarma, Santhi Bal Bhavan, Trivandrum—(Canna- 
norc-Kerala)—Synthetic Detergents—10,000 tonnes—(NU) 

Mr Ullas Sharma. 30-Pusa Road, New Delhi—(Katni- 
Madhya Pradesh) -Calcium Carbide for Merchant purposes— 
15,000 tonnes (NU) 

Mr O. P. Nambiar, 57-Ring Road, Lajpat Nagar-III, New 
Delhi—(Katai-Madhya Pradesh)—Calcium Carbide for Mer¬ 
chant purposes — 15.0 )0 tonnes -;NU) 

M/s Dhrangadhra Chemical Works Ltd: ‘NirmaP 3rd Floor, 
241-Backbav Reclamation, Nariman Point, Bombay—(Dhran- 
gadhra-Gujarat)—Liquid Bromine—120 tonnes—(NA) 

M/s Jindal Strips Pvt. Ltd; Delhi Road, Hissar—(liissar- 
Haryana)—Oxygen Gas—0.45 MCM—(NU) 

Mr Anand Prakash Gupta, 60/2, Ramjas Road, Karol 
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Bngh, New Delhi—(Bhojpur-Bihar)—Calcium Carbide for 
Merchant Purposes— 15,000 tonnes— (NU) 

M/s Zenith Steel & Pipe Ltd; 195-Churchgate Reclamation, 
Bombay — (Broach-GujaratV—Calcium Carbide for Merchant 
Puposes—l 5.000 tonncs- (NA) 

M/s Kanoria Chemicals & Industries Limited, 16-A, Bra- 
bourne Road, Calcutta! -(Renukoot-UP)—Benzene Hexa 
Chloride—6,000 tonnes—(SE) 

Mrs AMPA. Valliammal, Aehi, 5 Raman Street, Madras-17 
—(Tamil Nadu)--Freon Gas —1000 tonnes—(NU) 

C atalysts and Absorbents 

The Associated Cement Companies Ltd; Cement House, 121, 
Maharshi Karvc Road, Bombay—(Thana Maharashtra)— 
Synthetic Zeolities (Molecular Sieves) Products: Type A—300 
tonnes; Type X—400 tonnes; Special types of molecular Sieves 
(such as types V, Mordenitcand Refrigeration Grade)-—200 
tonnes; Alumina Products, Eeta& Gamma Alumina type (with 
bulk density range 0.5 to 1.0 t/m3 and specific surface range 
50 to 500 m2 g);—1050 tonnes; Alumina silica bases catalysts 
& catalys-t Carriers—300 tonnes; High temperature service 
pure alpha alumina or alumina-silica inert catalyst carriers, 
catalyst supports & tower-packings (with density 2.0 to 3.0 t'm 
3 & specific surface lessthan 1 m2/g —1000 tonnes--(NA) 

M/s Travancorc-Chemical Mfg. Co. Ltd: P. B. No. 19, 
Kulamasscry— (Ernakulam-Kerala)—Potassium Chlorate— 2,200 
tonnes—(SE) 

M s Travancore-Chemieal & Mfg. Co. Ltd; P.B. No. 19, 
Kalamassery—(Kundara, Quilon, Kerala)—Potassium Chlo¬ 
rate— 1050 tonnes- (SE) 

M/s Konkan Chemicals Pvt. Ltd; 2-F. Court Chambers, 
35-Ncw Marine Lines Bombay—(Poona-Maharashtra)—Phe¬ 
nol—15,000 M. Tonnes—(NU) 

Mr Bharat Kumar C. Patel, 7-Nehru Park Society, Race 
Course, Baroda—(Broach-Gujarat)—Oxygen Gas 1.00; MCM; 
D/Acetylene Gas -0.20; MCM Ntrogen-0.50 MCM: (NU) 

Mrs. Abha Goel, c/o Madhab & Co., 56/1 Canning Street, 
Calcutta — (Cuttack,, Bhubaneshwar-Orissa) —Oxygen — 1.0 
MCM; Nitrogen—0.50 MCM—(NU) 

Dr. Nirmal, 9/1653, Balajit Road, Surat—(Baroda-Guja- 
rat) - -Oxygen— 1.00 MC M—( NU) 

Mr Vijay Nayar, D-356, Defence Colony, New Delhi— 
(Taraporc-Maharashtra)— Biaxilly Oriented Poly-propylene 
Films—800 tonnes—(NU) 

Mr A. M. Hodarkar, Vila Flores De Silva, Erasmo Car¬ 
valho Street, Margao Goa -(Margao-Goa)— Biaxially Oriented 
1 Polypropylene Films- 800 tohnes—(NU) 

MrjD. P. Chandak, c/o Dr. B.P. Chandak, E-6, G.M. Hos- 
pi tal, Row a—(Rewa- Mad hya Pradesh) —Oxygen Gas—1.00 
MCM; D;Acetylene Gas -0.20 MCM— (NU) 

M/s Southern Gas Ltd; Movcdaleh Church Landing Road, 
Cochin-16 (Rishikesh-UP) -Oxygen Gas—LOO MCM; D/ 
Acetylene Gas— 0.20 MCM; Nitrogen—0.50 MCM—(NU) 

Dye-stuffs 

The Atul Products Ltd; Atul, Western Railway, Bulsar— 
(Atul-Bulsar-Gujarat) -Bon Acid—1,200 lonncs—(SE) 

Drugs & Pharmaceuticals 

M/s Oriental Pharmaceutical Industries Ltd ; 64-66, Sena- 
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pati Bapat Marg, Mahim, Bombay-16—(Mahim-Bombay- 
Maharasbtra)—Salicopil Tablets—200 lakh nos; Hydrochlo¬ 
rothiazide tablets (diuretic)—50 lakh nos; & Pheniramine 
Maleatc tablets (anti/nistamtnis)—200 lakh nos; Sulphasomi- 
dine Tablets (antimicrobial)—250 lakh nos—(NA) • 

Textiles 

M/s Durga Industries, c/o Shri Bhagvvan Swarup, Advo¬ 
cate, Gwalior—(Morcna-Madhya Pradesh)— Slioddv Yarn - 
600 spindles—(NU) 

M/s Haryana Textiles, 1105, Surya Kiran Building, 90- 
Kasturba Gandhi Road, New Delhi -(Bhiwani-Haryana) 
Shoddy Yarn-600 spindles—(NU) 

M/s Vinod Trading Co., 15-B, Clive Roed, Calcutta 
(Alwar-Rajasthan)—Shoddy Yarn -600 shoddy spindles--(NUj 

M/s Vikas Woollen Mills, 1004, Kucha Natwan, Chandni 
Chowk. Delhi -(Alwar-Rajasthan)—Shoddy Yarn -600 slioddv 
spindles—(NU) 

M/s Wool Fibres of (India) Ltd; D-2, Maharani Bugh, 
New Delhi-1.4 -(Bulandshahar & UP) Shoddy Yarn M'l) 
shoddy spindles—(NU) 

Paper Si Pulp 

Mr Kiran C\ Khatau, I.uxmi Building, 6-Shoorji Vallahli- 
das Marg, Bombay—(Ratnagiti-Maharashtra) Pulp h.o'i!) 
tonnes, Wrapping & Packing Paper -6,000 tomes (NU) 

Mr Vinod Kumar Chamaria, P.38. India Exchange Place, 
Calcutta-1 -(Kalihar-Bihar)--Wrapping Si Packing Papo* 
6,000 tonnes - (NU) 

Mr R. P. Kanodia, 15-Burdwan Road, Calcutta-27 -(M>- 
sorc-Karnataka) Wrapping, Packing, Krnlt Paper and B-mpK 
--6.0(H) tonnes - (NU) 

Mr Vidya Sugar, E-l 5, Bali Ncgar. New Delhi-iSoncpai, 
Harvana) Writing, Printing S: Kraft Paper 10,000 tonnes 
(NU) 

M/s Southern Industries (P) Ltd; 4-Gancsh ('h.mdn 
Avenue, Calcutta (Kalyani, Nadia, W-Bengal) - Kraft, I'- ! 
and Carbonising/Toilet base Paper -3,000 tonnes ,'NlJi 

Mr R. K. Gupta. Dariya Mahal. No. 2, Mat No. 11.2, 
19th Floor 80-Napcan Sea Road. Bomba> (Roha-Colaha, 
Maharashtra) * Kraft Paper—9.0()0 tonnes; Printing Si \\ ru¬ 
ing Paper *4,500 tonnes- (NU) 

Fermentation Indus! res 

M/s Maize Products (Division of Sayaki Mills ltd.)* P O. 
Kathwnda-Maize Products, Ahmedafcad -(Ahmedabad-Giii.i- 
rat)—Lactic Acid.300 tonnes -(NA) 

Food Processing Industries 

MrG. K. Saraf, 24/157, Shakti Nagar, Dclhi»-(Sangiur- 
Punjab)—Maize Products —36,000 tonnes in terms of M,u/e 
(NU) 

Vegetables Oils S. Toilet Preparations 

Mr Ajit Samatits Ray, ViIlage»*Chhatabar, P.O. Dandi 
Chhatahar, Puri—(Orissa-Kalahandi'Distt>—Oil Seed Crush¬ 
ing—36,000 tonnes - (N U) 

Rubber Goods 

Mr K. C. Venkatesh, c/o Raghunatha Rcdd>. 26.3C, 
Sankey Road, Bangalore—(Karnataka)—Conveyor Belting 
700 tonnes—(NU) 

M/$.T. !Maneklal Mfg. Co. Ltd; Vaswani Mansion, Din- 


xhaw Vachha Road, Bombay—(Vatva, Ahmcdabad-Gujaral) - 
Fabrication of Vessels for Rubber Lining 200 tonnes -(SF) 

Leather, Leather Goods S. Pickers 

M/s Punjab State Industrial Development Corpn. Lid; 
SCO 54, 55 & 56. Sector-17-A, Chandigarh (Malerkotla. 
Sangrur, Punjab)---Safety Shoes 3 million pairs -{NU) 

M/s Leather Industries Dev. Corpn. of Andhra Pradesh 
Ltd; 3-6-150, llimaythnag.tr, Hyderabad--(Hydcrabad-Andhra 
Pradesh) - Finished Leather (from Goat Si Sheep Skins only) - 
3 lakh nos -(SF.) 

M/s Wasan Frame Pvt. Lid; Care Wasan & Co., P.O. Box 
No. 42, Bodla, Agra—(Kandla Free Trade /one) -Leather 
Shoes—10 lakh pieces—{NU) 

Ghic & Gelatin 

MrThekkocl Balakrishnan R. Nathan, CO-Anumllok, New 
Delhi -(Dholpur, Rajasthan)—Modified & Relined Guar Gum 
and Derivatives (such as oxydised Guar Gum. ( arboxy-Mc- 
thvlatcd Guar Gum. Hydroxalkylatcd Guar Gum and similar 
Carbohydrates modifications) 3.000 tonnes—(NU) 

Mr Bcrjcsh Kumar Goyal, 2-Mag Staff Road. Delhi— 
(Alwar-Rajasthan) Modilicd and Refined Guar Gum and 
Derivatives such as Oxidised Guar Gum, Caihoxy Methylated 
Guar Gum, Hydroxalkylatcd Guar Gum and Similar C arbo¬ 
hydrate modifications-2,700 tonnes *(NU) 

Mr N. Chandra, ('-50, Defence Colom, New Delhi — 
(Maharashtra)- f loat Glass 10 mill. sq. Metres (NU) 

Ceramics 

M s L.i D. Parry Ltd; Madras (Maharashtra) -Sanitary 
Ware —5,000 tonnes (SL) 

M/s Carborundum Universal; 11 )2. North Beach Road, 
Madras (Tiruvoltiyur, Madras-Tumiln-idu) Super Relracto- 
iies including Castables—3262 tonnes (SL) 

Change in Names of Owners or Undertakings 

(Information pertains te particular licence* only) 

From Swastik Oil Mills to M s Swa*lik Hou,eh<dd Si 
Industrial Products Pvt. Ltd. 

From M s Devidayal Cable Industries Pvt. Ltd; Bombay--- 
to M s Devidayal Tied ionics &. Wises Ltd. 

Lioni M s A. P. Industrial Dev. Corpn ltd; Hyderabad* * 
to M f s Nagarjuna Steels Ltd. Hyderabad. 

From Shri C. N. George, Cochin to M < Carbon & Che¬ 
micals India Ltd. 

From M s Power Cables (P) I Id. to M/s Apar(P) Ltd. 

Mom M* s Port Lngg. Works to l'he Hoogly Docking & 
Engineering Co. Ltd; Calcutta. 

From M/s Power C ables Pu. Lid to M/s Apar Pvt. Ltd. 

From M's Sutvender NathNundvto M s Auto I lour Mill* 
Pvl. Ltd. 

From M/s Swastik Oil Mills to M s Swastik Household 
S . Industrial Products Lt.i, 

From M/s Port Lngg. Works to M,\' The Hoophly Docking 
Si Lngg. Co. Ltd; Calcutta. 

From M/s Port Lngg. Works lo M/s The llooghly Docking 
Sc Engg. Co. Ltd; Calcutta. 

From M/s Jg. Glass Industries Pvt. Ltd; Pimpri, Poona to 
M/s Jg. Vaccum Flasks pvt. Ltd. 

From M/s Bramhappa Taranappanavar (Mysore) P\t. Ltd; 
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Madras to M/s Oswal Oils Vanaspati Industries; Madras. 

From Mr K. L. Agarwal, Gauhati to M/s Meghalaya 
Roller Flour Mills. 

From M/s Upper India Bearings (P) Ltd; Madras to M/s 
Upper India Bearings & Bushings Ltd; Madras. 

From M s Chodavaram Co-operative Agriculture Indus¬ 
trial Society Ltd. to M/s The Chodavaram Co-operative 
Sugars Ltd. 

From M/s Quality Steel Tubes to M/s Quality Steel Tubes 
Pvt. Ltd. 

From Shree Bhawani Cotton Mills to Shrec Bhawani Cotton 
Mills A Industries Ltd. 

Licences Revoked, Lapsed, Cancelled or 
Surrendered 

(Information pertains to particular licences only) 

M/s Bengal National Textile Mill Co. Ltd; Calcutta --Spe¬ 
cial type of Jute Twine & Tapes—(Revoked) 

M/s Jubilee Mills Ltd; New Delhi -Spinning Weaving 
capac ily—(C.a nee 1 led) 

Shree Shctalganga Khand Udyog Sahakari Mandli Ltd; c/o 
Talaja Taluk Cooperative Marketing Society Ltd; Bhavnagar * 
Sugar—(Revoked) 

Letters of Intent Lapsed, Cancelled, Withdrawn 
or Rejected 

(Information pertains to particular letters of intent only) 

Mrs S. D. Rathi, 6-Pretoria Street, Calcutta—(West Ben¬ 
gal)—Calcium Carbide (lapsed) 

M/s Harshadray Pvt. Ltd; Bombay -(Gujarat)—Pojytetra- 
fluoroethylene (lapsed) 

M/s Systronics, Ahmedabud—(Gujarat)—Electronic Desk 
Calculators (lapsed) 

Mr P. J. Menczes, Panjim Goa—Levophed, etc. (with¬ 
drawn) 

M/s Madhya Pradesh Audyogik Vikas Nigam Ltd; Bhopal 
—Cigarettes (cancelled) 

M/s Bengal Potteries Ltd; Calcutta—(Haryana)—Crockery 
(Chinuware Pottery) (lapsed) 

M/s Caledonian Jule Mills Co. Ltd; Calcutta—H. T. Insu¬ 
lators (cancelled) 

Mr S. N. Agarwal, c/o Bharat Surfactants, Aligarh--Syn¬ 
thetic Detergents (lapsed) 

Mr P. Kkianna, New Delhi—Wheat Products (lapsed) 

M/s Satara Ceramics Industries Ltd; Satara—H. T. Insula¬ 
tors (cancelled) 

Mr Krishna Kant Bindal, Prop: Bindal & Co. New Delhi 
- Sheet Glass (cancelled) 

M/s Maharashtra Wired Figured Glass Company, Bom¬ 
bay—Wired Figured Gliss (cancelled) 

M/s Satnam Industry; 167, Lamington Raad, Bombay— 
Paints, Varnishes, Chrome and Blues and Resins (cancelled) 

M/s Window Glass Ltd; 91-B, Darya Ganj, Delhi—Glass 
Bottles (cancelled) 

M/s Asian Electronics Ltd; Handloom House, 3rd Floor, 
221, Dr. D. N. Road, Bombay—Ultrasonic Instruments (can¬ 
celled) 

M/s Karnataka State Industrial and Development Corpora¬ 
tion Limited, 36-Cunningham Road, Bangalore—Maize Pro¬ 
ducts (cancelled) 








































































































































































































































































































RECORDS 

AMD 

statistics 


Annual Plan: 
1975-76 

The total Plan outlay for the 
centre, states and union ter¬ 
ritories during 1975-76 is of 
lhe order of Rs 5978 crores. 
This represents an increase of 
23 per cent over the Plan out¬ 
lay of Rs 4844 crores for 1974- 
75. 

Critical Sectors 

According to the document 
the logic underlying the formu¬ 
lation of the Annual Plan has 
been one of promoting growth 
with stability. This means that 
in operational terms invest¬ 
ment allocations have been 
heavily weighted in favour of 
sectors which arc critical for 
maximising growth potential 
of the economy. Since the 
price situation is still a matter 
of great concern and the terms 
of trade have turned adverse, 
fuller utilisation of capacity in 
sectors which can, in parti¬ 
cular, promote exports or save 
on imports has been accorded 
special attention. More pe- 
cifically, the sectors which 
have received special attention 
are agriculture including irri¬ 
gation, power, coal, oil and 
fertilisers. In designing the 
growth strategy, distributional 
considerations have also been 
kept in view within the overall 
constraints facing the econo¬ 
my. 

Keeping in view the over¬ 
all constraint on financial 
resources, top priority has 
been given to projects capable 
of yielding results in the short 
run in preference to long gesta¬ 
tion projects where meaningful 
choices exist. Full provision 


has been made for projects 
which can fructify in the course 
of next two years. New starts 
have been allowed only in 
areas of critical importances 
and the programmes for relati¬ 
vely inessential schemes have 
been deferred. 

The document points out 
that in order to step up the 
rate of investment under 
conditions of price stabi¬ 
lity, emphasis has been 
laid on mobilisation of ad¬ 
ditional resources essentially 
through non-inflationary tech¬ 
niques. To finance the Plan 
greater reliance is being plac¬ 
ed on domestic budgetary 
resouuces. These are expected 
to show a marked expansion 
due to full year’s yield from 
the measures adopted for 
raising additional resources 
in 1974-75 and the further 
measures adopted already or 
proposed to be adopted in 
1975-76. 

Available Resources 

Nearly 82 per cent of the 
Plan outlay in 1975-76 is 
to be financed from such 
resources as against 72 per 
cent in the Annual Plan lor 
1974-75 and the external 
assistance is expected to pro¬ 
vide a little over 10 per cent 
of the total resources and 
the oil credits another four 
per cent. The remaining four 
per cent of the requirement 
would be met by deficit finan¬ 
cing. 

Deficit financing in 1975-76 
has been kept to a /datively 
low figure of Rs 246 crores. 
The yield in this year from 
fresh measures for additional 
resources mobilisation already 
adopted by the centre and 
those agreed to by the states 
is estimated at Rs 518 crores. 
The Annual Plan marks a 


significant step-up in public government are expected to 
sector investment and increas- stimulate investment and 

ed availability of power, growth in the private sector, 
coal, transport, etc. The 

measures announced by the The Annual Plan says 

Plan Outlays Under Various Heads of Development 

(Rs crores) 


Heads of Development Central & Union Total 

Centrally States Terri- 
Sponsored lories 

Schemes 


1. Agricultural and 


Allied Programmes 



including ARC 

278.56* 

400.26 

12.59 

691.41 

2. 

Irrigation & Flood 
Control 

11.21 

453.18 

3.83 

468.22 

3. 

Power 

119.01 

966.41 

16.16 

1101.58 

4. 

Village & Small In¬ 
dustries 

40.49 

30.73 

2.67 

73.89 

5. 

Industry & Minerals 

1534.19 

109.35 

0.48 

-1644.02 

6. 

Transport & Com¬ 
munications 

835.08 

190.43 

14.93 

1040.44 

7. 

Education 

92.07 

l!0.37f 

11.65 

184.09 

8. 

Science & Techno¬ 
logy 

71.27 



71.27 

9. 

Health 

44.09 

45.80 

5.26 

95.15 

10. 

Family Planning 

63.20 



63.20 

11. 

Nutrition 

3.05 

14.95 

0.46 

19.36 

12. 

Water Supply & 
Sanitation 

1.03 

123,28 

13.51 

137.82 

13. 

Housing & Urban 
Development 

34.59** 

98.64 

8,93 

142.16 

14. 

Welfare of Backward 
Classes 

17.00 

31.34 

0.79 

49.13 

15. 

Social Welfare 

11.00 

2.38 

0.40 

13.78 

16. 

Labour & Labour 
Welfare 

1.51 

4.88 

0.47 

6.86 

17. 

Others 

22.26 

44.98tt 

3.97 

71.21 

18. 

Employment Promo¬ 
tion Programmes 

10.00 

44.50£ 


54.50 

19. 

Hill and Tribal Areas 

.. 

40.00 


40.00 

20. 

North Eastern Council .. 


# # 

10.00 


Grand Total: 

3160.51 

2711.48 

96.10 

5978.09 


* Includes Rs 50 crores for ARC and excludes Rs 3.95 
crores Nutrition. 

t Includes Scientific services and research 

** Includes a provision of Rs 4 crores for Public Housing 
and Rs 6 lakhs for Dock Labour Housing 

tt Includes other Social and Community Services, Eco¬ 
nomic Services and General Services, State capital 
Projects and Information and Publicity. 

£ Includes Rs 4.50 crores (i.e. Rs 2.00 crores for Punjab 
and Rs 2.50 crores for West Bengal) for Special Employ¬ 
ment Programmes and another Rs 40 crores for Emp¬ 
loyment Guarantee Schemes in Maharashtra to be 
administered through Employment Guarantee Fund. 
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that a realistic production 
programme for agriculture 
with a plan for irrigation and 
water resources development 
and dovetailing them is the 
keynote of the development 
programme for agriculture 
and allied sectors for 1975- 
76. The strategy consists of a 
larger use of crucial inputs 
like fertilisers, high-yielding 
variety of seeds, pesticides 
and manure and increase in 
irrigated and multi-cropped 
areas. A target of 114 mil¬ 
lion tonnes for foodgrains 
has been fixed for 1975-76 
assuming favourable weather 
conditions and substantial 
increase in the availability of 
chemical fertilisers. 

In the Annual Plan higher 
priority has been accorded to 
power development program¬ 
me. It is expected that 2.60 
million KW of additional 
generating capacity will be 
commissioned during the year 
thereby raising the total capa¬ 


city to 22.77 million KW by 
the end of 1975-76. 

The Plan for industrial 
development for 1975-76 has 
been formulated to step up 
the rate of industrial growh 
consistent with the objectives 
set out in the draft fifth Plan. 
However, certain adjustments 
in industrial priorities that 
became necessary on account 
of recent economic develop¬ 
ments have been taken into 
account in finalising the out¬ 
lays for the development pro¬ 
grammes. 

As the Plan accords 
overriding priority to the 
food and energy sectors of the 
economy, substantial step-up 
in investments has been pro¬ 
posed in industries supporting 
these sectors, namely, fertili¬ 
sers, coal and petroleum. The 
programme is also oriented 
towards an increase in produc¬ 
tion in various other key 
industries largely through ex¬ 


pansion and better utilisation 
of existing capacity. 

Within the constraint of 
resources, provisions have 
been made to expand pro¬ 
grammes specially for the 
benefit of the weaker sections 
of the community and the 
backward areas. For the deve¬ 
lopment of tribal areas 
Plan outlay is proposed to be 
stepped up from Rs 5 crores 
in 1974-75 to Rs 20 crores 
in 1975-76 implementing sub- 
Plans. Special assistance of 
Rs 20 crores will also be 
made available in 1975-76 
for the development of hill 
areas to supplement the pro¬ 
visions made in state plans. 

To increase the social con¬ 
sumption of the vulner¬ 
able sections of the com¬ 
munity the Minimum Needs 
Programme for which a 
provision of Rs 190.06 crores 
is made in the Annual Plan 
will also be implemented. 
The programmes in the field 


of education, health and 
social welfare are proposed 
to be further expanded. 
Emphasis is also being placed 
on expanding employment 
opportnnities, and according¬ 
ly considerable importance 
has been attached to the pro¬ 
motion of village and small 
industries. 

The Anuual Plan observes 
that a durable solution to the 
problem of price stability will 
essentti&Uy lie in increasing 
significantly the domestic 
output and availability parti* 
cularly of the essential goods 
of mass consumption, scarce 
raw materials and inputs. 
It would be, therefore, ex¬ 
tremely important to realise 
the various targets set out in 
the Annual Plan. The increa¬ 
sed availability of essential 
articles of mass consumption 
and the critical inputs 
would, it is expected, help 
keep in check both the 
demand pull and the cost 
push factors. 


Physical Targets of the Annual Plan : 1975-76 


Item 


Unit 


1974-75 


(Estimated) 


1975-76 

(Target) 


Item 


Unit 


1974-75 1975-76 

(Estimated) (Target) 


Agriculture and Allied Sectors 


1. Foodgrains 

Mill, tonnes 

104.00 

114.00 

2. Oil seeds 

»» »» 

8.69 

10.00 

3. SugarCane 

»* »» 

135.00 

145.00 

4. Cotton 

Mill, bales 

6.30 

6.80 

5. Jute & Mesta 


5.70 

6.70 

6. Consumption of Chemical Fertilizers 



Nitrogenous (N) 

Lakh tonnes 

18.00 

25.00 

Phosphatic (P 2 O s ) 

•» »» 

5.36 

7.00 

Potassic (KsO)* 

»> »» 

3.56 

4.00 

Total (NPK) 

s* 

26.92 • 

36.00 

7. Consumption of 




Pesticides 

’000 tonnes 

47.29 

56.39 

8. Gross Cropped Area Mill, tonnes 

169.05 

171.00 

9. Minor Irrigation 

» »» 

24.40 

25.00 

10. Soil Conservation 




on Agricultural 




lands. 

n ») 

17.64 

18.40 

Industry and Minerals 



1. Steel Ingots (Integ¬ 




rated Plants only) 

Mill. Tonnes 

6.3 

7.7 

2. Saleable Steel 

»» i« 

4.9 

7.9 

3. Aluminium 

’000 Tonnes 

127 

175 

4. Copper 

si I* 

15.8 

33* 

5. Zinc 

ii ii 

22 

30 

6. Iron Ore 

Mill. Tonnes 

35 

42 

7. Coal 

ll »i 

88 

98 
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8. Nitrogenous Ferti- 

lizers (in terms of N) 

1 *000 tonnes 

1185 

1500 

9. Phosphatic Ferti¬ 
lisers (in terms of 

P.O.) 

j» i* 

326 

400 

10. Chemical Plant and 

' Equipment 

Rs million 

380 

440 

11. Machine Tools 

»* ii 

830 

880 

12. Heavy Electrical Equipment 
(a) Hydro turbines M. Kw. 

0.8 

1.3 

(b) Thermal turbines 

f 9 

2.4 

2.5 

(c) Power Boilers 

1* 

1.2 

1,7 

(d) Transformers 

M. Kw. 

16.0 

20.0 

(ej Electrical Mo- 

tors 

M.hp. 

3.5 

4.2 

13. Agricultural Trac- 

tors 

’000 nos. 

28 

35 

14. Commercial Vehi- 

cles 

I* 

40 

50 

15. Petroleum Crude 

Mill. Tonnes 

7.5 

8.4 

17. Cement 

s» if 

14.7 

16.5 

18. Paper and Paper* 

board 

’000 tonnes 

840 

920 

18. Newsprint 

ll It 

55 

65 

19. Cotton Cloth (Mill 
sector) 

mill metres 

4300 

4400 

20. Sugar 

mill tonnes 

4.4 

4.7 


* includes 10,000 tonnes for imported concentrates. 
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Tin current 
economic 
situation: a 
review 

The central ministry of Fi¬ 
nance presented to the mon¬ 
soon session of Parliament 
a review of the economy 
which highlighted the various 
steps which the government 
had taken to accelerate the 
pace of development which 
had slowed down in the recent 
past. It emphasised that the 
national income of the country 
was likely to increase by five 
to six per cent in 1975-76 as 
against a rise of two per cent 
only in 1974-75. The cheer¬ 
ful trend was the result of 
significant improvement both 
in agriculture and industry. 
The target of 114 million ton¬ 
nes for foodgrains which the 
planners had fixed for 1975-76, 
aceording to the review, was 
likely to be attained because 
of the favourable monsoon and 
measures taken by the govern¬ 
ment to hasten the supply of 
essential inputs. In the field 
of industry, the supply of 
power and coal—two major 
constraints—had eased and 
was likely to give a push to 
production. Also, the em¬ 
ployer-employee relations had 
considerably improved in the 
wake of the recent political 
developments. 

Trend Reversed 

All in all, the review 
held out the hope that the 
economy was likely to look 
up in the coming months. In 
particular, the inflationary 
trend which had been exerting 
great pressure on fixed income 
groups and vulnerable sections 
of society had at last been 
reversed and prices in the 
second week of July stood a 
shade lower than in the corres¬ 
ponding week in the preceding 
year. 

Full text of the review 
follows: 


The principal characteris¬ 
tics of the economic situation 
in India during 1974-75 
were analysed in the annual 
Economic Survey which was 
presented to Parliament in 
February, 1975. While discus¬ 
sing the economic outlook for 
1975-76, the Survey adopted 
an attitude of cautious opti¬ 
mism. Events since then sug¬ 
gest that the economy can look 
forward to a more significant 
expansion of both agricultural 
and industrial output inthe 
current year. 

The Annual Plan for 1975- 
76 has fixed a target of 114 
million tonnes for foodgruuv,, 
of which the target for kharif 
crops is 69 million tonnes. 
Judging by the behaviour of the 
monsoon and the recent trend 
in the supply of such critical 
inputs as power, seeds and 
fertilisers, the kharif target is 
expected to be achieved in full. 

Varied Factors 

In industry, the expected 
increase in the supply of 
power, coal and steel, the 
progressive improvement in 
the performance of public 
sector enterprises and the 
magnificient response of wor¬ 
kers to the Prime Minister's 
appeal for harmonious indus- 
rial relations are likely to result 
in an increase of five to six 
per cent in industrial produc¬ 
tion in 1975-76 as compared 
to three per cent in 1974-75. 

Altogether, the country’s 
national income is expected 
to go up by five to six percent 
in 1975-76 as compared to two 
per cent growth achieved in 
1974-75. 

An equally remarkable 
development is the successful 
containment of inflationary 
pressures. In the first quar¬ 
ter of 1975-76, even the 
normal seasonal rise in pri¬ 
ces has been largely sup¬ 
pressed. Prices of a large 
number of commodities have 
declined since the declaration 
of emergency. The latest 
available wholesale price index 
for the week ended July 12, 
1975 shows a decline of A-9 
per cent in a single week and 
by 1.8 per cent over a month. 
The wholesale price index 
today is 2.1 per cent lower 
than its level a year ago. India 


thua happens to be one of the 
few countries in the world 
which can claim to have a 
negative rate of inflation. 

Exports during the first two 
months of 1975-76 increased 
by 28 per cent. Vigorous 
efforts are being made to im¬ 
part a new element of dyna¬ 
mism to the country's exports. 
Government have recently 
announced a large number of 
decisions to boost exports 
of engineering goods. The 
balance of payments outlook 
is such, that taking together 
the likely level of exports, and 
the inflow nf external assistan¬ 
ce, all genuine import require¬ 
ments of the economy will be 
comfortably met. The import 
programme includes a provi¬ 
sion for sizeable imports of 
foodgrains to sustain the pub¬ 
lic distribution system and to 
build a buffer stock. Provi¬ 
sion is also being made for 
import of other wage goods 
like edible oils. 

On the social front, a vigor¬ 
ous implementation of the new' 
economic programme announc¬ 
ed by the Prime Minister on 
July I, should provide some 
welcome relief to the more 
vulnerable sections of society. 
Active steps arc being taken to 
ensure speedy implementation 
of this programme. The public 
distribution system is being 
extended and streamlined so 
as to provide an element of 
protection to the poorer sec¬ 
tions of the community. 

In the following paragraphs 
the recent developments and 
prospects for major sectors of 
the economy are briefly 
reviewed. 

Agriculture 

Agricultural production 
during the kharif season of 
1974 suffered a setback due 
to the vagaries of nature. 
However, there was consider¬ 
able increase in production dur¬ 
ing the recently harvested rabi 
crop. The output of food- 
grains during the last rabi 
season is currently estimated 
to have reached an all time re¬ 
cord level of nearly 44 million 
tonnes as compared to 37 mil- 
hon tonnes last year. The 
production of wheat has been 
estimated at 26 million ton¬ 
nes. This implies a welcome 


reversal of the declining trend 
of wheat output which was 
noticed after 1971-72. 

As regards the prospects 
for the current year, the Plan¬ 
ning Commission have fixed 
a target of 114 million tonnes 
of food production, of which 
about 69 million tonnes is ex¬ 
pected to be produced during 
the kharif season. The South 
West Monsoon has been more 
or less on time. The rainfall 
has so far been normal in 
most parts of the country. 
Timely and adequate rains, 
coupled with improvements in 
irrigation and power supply 
have thus greatly facilitated 
timely sowing of crops. Every 
effort is being made to remove 
the major bottlenecks which 
may hamper the achievement 
of foodgrains target* for 
1975-76. 

Capacity Utilisation 

In order to achieve the pro¬ 
duction targets, emphasis is 
being laid on faster increase , 
in the creation of irrigation 
potential, maximum utilisation 
of existing potential, better 
availability of power, fertilizer, 
seeds, plant protection facili¬ 
ties, credit and technical know¬ 
how. In the allocation of re¬ 
sources priority has been 
accorded to the completion of 
ongoing irrigation projects so ; 
as to realise benefits from \ 
these projects without loss of 
time. Efforts have also been 
intensified to resolve interstate 
water disputes. The program¬ 
me of ground water surveys is 
being stepped up. The supply 
of EC grade aluminium which 
is necessary for the energisa¬ 
tion of tubewells and pump- 
sets is being improved. The . 
arrangements for the supply of 
improved seeds are being fur¬ 
ther streamlined. 

The all Tndia seed pro¬ 
ducing organisations like 
the National Seeds Cor¬ 
poration of India, the 
State Farms Corporation of 
India, the Terai Development 
Corporation and the state 
seed corporations have gear¬ 
ed themselves to ensure ade¬ 
quate supply of improved 
seeds. Under the programme 
for building up an effective 
pests surveillance, forecasting 
and warning service, 12 sta- ’ 
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tions have been set up. Train¬ 
ing programmes have been 
organised in the major rice 
growing areas for all levels of 
workers including senior offi¬ 
cers, in the new rice techno¬ 
logy. Similar programmes are 
being organised for the pro¬ 
duction technology in wheat. 

The Indian Council of 
Agricultural Research and 
other research institutions 
have developed some new 
varieties of rice, jowar, bajra 
etc. New rice varieties viz, IET 
2245, W-13400 have been 
found suitable for release and 
the areas suitable for their 
cultivation have been identifi¬ 
ed. Similarly, improved hyb¬ 
rids of jowar viz. CSH-6 have 
been found suitable for release 
particularly in drought prone 
areas. Large scale minikit 
demonstrations on bajra hyb¬ 
rids viz. HB-3, 4 and 5 have 
been laid in different parts of 
the country. Efforts will now 
be concentrated on meeting 
the seed needs for anticipated 
coverage and targets to be rea¬ 
lized under the programme. 
A total area of nearly 30 mil¬ 
lion hectares is proposed to be 
covered under the High Yield¬ 
ing Varieties Programme in 
1975-76. This will mean an 
additional area of three mil¬ 
lion hectares over the estimat¬ 
ed level reached in 1974-75. 

Step-up Production 

As part of the measures 
being taken up to step up agri¬ 
cultural production, one of 
the significant developments 
has been the government's 
decision to ieduce the price of 
fertilizers with effect from July 
18, 1975. Some of the reduc¬ 
tions are indicated below : 

(Rs. per tonne) 


Name of Old price New 
fertilizer, price 


Urea (46 per 



cent N) 

2,000 

1,850 

C.A.N. (28 



per cent N) 

1.145 

1,060 

D.A.P. 

3,005 

2,805 


Along with the increase in the 
distribution margins allowed 
to the distribution agencies, 
it is expected that the reduc¬ 
tion in fertilizer prices will 
help to increase the consump¬ 


tion of fertilizers in the coun¬ 
try. 

Resource gaps in state 
plans have been identified and 
in the supplementary estimates 
recently passed by the Parlia¬ 
ment additional resources to 
the extent of Rs 75 crorcs 
have been provided to give to 
the states further central assis¬ 
tance for enabling them to 
meet the resource gap in res¬ 
pect of major irrigation and 
power projects. 

Agriculture in the new 
economic programme : The 
new economic programme an¬ 
nounced by the Prime Minis¬ 
ter on July 1, 1975 contains 
several items relating to agri¬ 
culture. Progress in imple¬ 
mentation of this programme 
is briefly reviewed in the fol¬ 
lowing paragraphs. 

Land Ceiling 

Agricultural land ceil ngs 
and distribution of surplus land 
etc : Early in July, 1975 all the 
state governments and union 
territory administrations were 
requested to take expeditious 
measures for implementa¬ 
tion of land ceilings laws. The 
state governments have once 
again been urged to bring ten¬ 
ancy legislation in line with 
the national policy and to ex¬ 
pedite the compilation of land 
records for the purpose of 
speedier implemention. 

Provision of house sites for 
landless and weaker sections: 
Some form of legislation al¬ 
ready exists in many states 
conferring ownership rights 
on homestead tenants. The 
state governments have also 
been instructed to undertake 
a quick survey in about 2/3 
weeks time to study the 
dimension of the problem and 
to assess the steps that arc 
called for to provide house 
site to every needy person in 
the rural areas. Guidelines 
have already been circulated 
to the state governments in this 
regard. These envisage plac¬ 
ing obligation on panchayats 
etc. to provide house sites 
when such sites are com¬ 
mon property. In addi¬ 
tion, the land available with 
the state governments or ob¬ 
tained through implementation 
of ceiling laws may be allotted 
to the landless. If no such 


land is available the state 
governments may acquire it. 

Declaration as illegal of 
bonded labour : The state 
governments have initiated 
drafting suitable legislation to 
make bonded labour illegal. 
This problem is linked up 
with rural indebtedness and 
steps are being taken simul¬ 
taneously for liquidation of 
rural debts. 

Rural Indebtedness 

Liquidation of rural indeb¬ 
tedness with a moratorium of 
recovery of debt from landless 
labourers , small farmers and 
artisans: A groupc unsisting 
of representatives from con¬ 
cerned ministries and the 
Reserve Bank of India has 
been set up to examine the 
existing state legislation on the 
subject and to suggest a model 
legislation for adoption by 
the state governments and to 
suggest steps that can be taken 
immediately for a moratorium 
on the recovery of debt from 
landless labourers etc pending 
the passing of necessary legisla¬ 
tion. 

The inter-ministerial gro¬ 
up held a series of meet¬ 
ings and its recommendations 
will be submitted to the 
government very shortly. The 
ministry of Finance have ap¬ 
pointed a group to work out 
the details of a new structure 
of rural banking which will 
help to meet more effectively 
the credit needs of the poorer 
sections in the rural areas. 
Meanwhile, a number of states 
have already prepared ordi¬ 
nances providing for morato¬ 
rium on private rural debts. 
The Department of Rural Deve¬ 
lopment is examining the need 
for central legislatjon in this 
area. 

Review of laws on minimum 
agricultural wages : Many state 
governments already have 
some legislation on minimum 
wages for agricultural wor¬ 
kers. The legislation on the 
subject enacted in Kerala in 
J971 is considered as the most 
progressive. The state govern¬ 
ments are reviewing the dimen¬ 
sion of the problem in their 
states and to revise their laws 
on the model of the Kerala 
Act. 

Bringing under irrigation 


five million more hectares of 
land and q national program¬ 
me for use of underground 
water: A conference of state 
ministers of irrigation was 
held in New Deihi on 
July 17& 18, 1975 which con¬ 
sidered intcr-alia the problems 
relating to the creation of 
additional irrigation facilities 
for five million hectares dur¬ 
ing the fifth Plan under 
major and medium projects 
and utilization of existing 
irrigutionn! potential. As per 
the recommendations of the 
conference project-wise tar¬ 
gets have been fixed for 
various projects. Priority is 
being accorded to the imple¬ 
mentation of on going pro¬ 
jects so as to realise benefits. 


Monitoring units arc being 
set up at project, state and 
central levels to watch the 
progress and to take reme¬ 
dial steps for the removal of 
bottlenecks in the implemen¬ 
tation of various projects. 
The Department of Irrigation 
will carry out project-wise 
reviews in consultation with 
the state governments to 
work out necessary opera¬ 
tional details for phasing of 
the construction of projects 
and assess the resources need¬ 
ed lor their implementation. 

New Projects 

In keeping with the policy 
that the benefits of economic 
development should reach a 
larger number of weaker 
sections in the rural areas, 
it Iris been decided to in¬ 
crease the number of small 
farmers development agen- 
c cs from the existing 87 to 
160 projects in the fifth Plan. 
In the last lew months 42 
new projects have been sanc¬ 
tioned and necessary funds 
have been released to the 
state governments to enable 
the agencies to start their 
work in right earnest. 

The programme for the 
drought-prone areas has made 
satisfactory progress. The 
release of funds required 
by the state governments has 
been expedited and out of a 
total allocation of Rs25 crcres 
during the current year, Rs 8 
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crores have already been re¬ 
leased as a first instalment. 

Industrial Production 

The rate of growth of in¬ 
dustrial production which 
■vas less than one per cent 
in 1973-74 went up to about 
1.0 percent in 1974-75. Al¬ 
though the overall rate of 
industrial productioni was 
aotvcry favourable, a num¬ 
ber of key sectors recorded 
the highest peak level of 
production in 1974-75, Thus 
:hc production of coal in¬ 
creased from 78 million 
onnes in 1973-74 to the re¬ 
cord level of 88 million ton- 
les in 1974-75. The produc- 
ion of saleable steel cstima- 
cd at 4.9 million tonnes was 
he highest attained during 
he last five years. This has 
cd to a virtual disappear¬ 
ing of the black market 
n iron and steel. Sugar pro¬ 
tection .in the sugar year 
974-75 is expected to reach 
i record level of 4.8 million 
onnes as against 3.9 million 
onnes in 1973-74. 

> Public sectoi undertakings 
howed a commendable 
mprovement in performance 
ind a number of these 
mdertakings such as 
iindustan Machine Tools, 
lharat Heavy Electricals and 
dining and Allied Machinery 
'orpojation etc. registered 
;rowth rates of over 20 per 
enl in output. But for the 
ontinued shortage of some 
ritical inputs such as power 
nd transport, and strained 
abour relations in the first 
alfofthe year, the overall 
ate of growth of industrial 
roduction in 1974-75 would 
ave been much higher than 
.0 per cent. 

The available data for the 
rst quarter of 1975-76 point 

> a significant acceleration 
f the rate of growth of 
idustrial production. The wei- 
hted average rate of growth of 
ublic sector output was 
bout 14 per cent in April- 
une 1975 as compared to 
le corresponding quarter of 
974. The rate of growth 
nnains the same even if 
ndertakiiigs, for which only 
due data are available, are 
(eluded from this calculation. 


Production figures for April- 
Junc 1975 show substantial 
increases in the output of a 
number of industries as com¬ 
pared to the corresponding 
quarter of 1974 (aluminium 
36 per cent, sugar 28 per cent, 
saleable steel 13 per cent, 
cement 16 per cent, jute 
manufactures 10 per cent, 
coal 17 per cent and electri¬ 
city generation seven per cent 
The overall rate of growth 
of industrial production 
during the first quarter of 
1975-76 has been estimated 
at 5*to 6 per cent. 

Significant Growth 

There are a number of 
factors which indicate that 
the overall rate of growth <>f 
industrial production in 1975- 
76 will record a significant ac¬ 
celeration. Assuming that 
the hydro-clcctric projects 
will generate energy normal 1> 
expected of them, for which 
the stage is now set, the 
total electricity generation 
in the year is expected * f 
them to go up by about 20 
per cent. The new capacity 
added will be about 2.6 mil¬ 
lion kw as against 1.7 million 
kw added in 1974-75. Two of 
the major constraints on coal 
production, namely shortage 
of rail transport and power 
having now been largely re¬ 
moved, coal production is 
expected to go up from SS 
million tonnes in 1974 -7 s 
to 98 million tonnes in 1975-70 
At this level of production, 
the entire domestic demand 
will be fully met and in addi¬ 
tion some surplus will be 
available for export. The 
production of saleable steel 
is expected to go up from 
4.9 million tonnes in 1974-75 
to 5.7 million tonnes in 1975- 
76. The indigenous produc¬ 
tion of nitrogenous and 
phosphatic fertilisers is likely 
to increase from 1.5 million 
tonnes* in 1974-75 to 2.1 
million tonnes in 1975-76* an 
increase of 40 per cent. The 
domestic production of crude 
oil is expected to go up by a 
million tonnes. 

There are now clear signs 
for a breakthrough in the 
production of crude oil within 
the next five to ten years. Ex¬ 
plorations for oil in the 
structures known as the 


Bombay High have yielded 
highly encouraging results. In 
addition to Oil and Natural 
Gas Commission operations 
in the Bombay High area, oil 
exploration has been taken 
up in two other olT-shore areas 
or basins, contracts for which 
on a production sharing 
basis have been awarded to 
two groups of foreign com¬ 
panies. A contraci for a 
third basin olT the southern 
coast would be soon finalis¬ 
ed. 

A major source of increas¬ 
ed industrial production in 
1975-76 will be higher utilisa¬ 
tion of the available indus¬ 
trial capacity. The new 
climate of harmony in indus¬ 
trial relations created by the 
Prime Minister's appeal to 
workers and employers after 
the declaration of emergency 
would ensure that the human 
factor will not stand in the 
way of fuller utilisation of 
capacity. The import policy 
for 1975-76 seeks to make it 
more responsive to the need 
for stepping up of industrial 
production and for diversion 
of such production to export 
markets. 

Special Emphasis 

Special emphasis has 
been laid on streamlining im¬ 
port licensing procedures 
and on eliminating delays in 
issuing licences for raw mate¬ 
rials and components. An 
important innovation has been 
introduced for licensing of 
import of raw materials and 
components, whereby the im¬ 
mediate requirements of im¬ 
ports of industries will be met 
by automatic licensing. Units 
belonging to selected industries 
of high priority can also ask for 
supplementary licences based 
on each unit's export perfor¬ 
mance, production program¬ 
me, stocks in hand, outstand¬ 
ing licences in hand and the 
importance of the industry in 
the national economy. 

Industrial production will 
also benefit from the substan¬ 
tial increase of 25 per cent 
in the annual plan outlay for 
1975-76. The outlay for 
power and industry (including 
minerals) has been stepped up 
by 44 per cent and 50 per 
cent respectively. Project 


reports of super thermal 
power stations announced 
as part of the new economic 
programme will soon be ready 
for submission to appropriate 
international financial insti¬ 
tutions. 

Production in the small 
scale sector will be helped by 
a recent decision of the go¬ 
vernment raising the invest¬ 
ment limit for small scale 
units from Rs 7.5 to Rs 10 
lakhs and for ancillary units 
from Rs 10 lakhs to Rs 15 
lakhs. The improxed supply 
of critical raw materials such 
as coal, power, cement, and 
iron and steel, and the virtual 
disappearance of black mar¬ 
kets in these products would 
be of particular help in in¬ 
creasing investment and out¬ 
put in the vital small scale 
sector. 

There lias been a consi¬ 
derable impnnement in the 
investment climate during the 
first quarter of 1975-76. Data 
pertaining to conscnts/ac- 
knowlcdgcmcnts for capital 
issues (excluding bonus issues) 
to the non-government com¬ 
panies indicate that during 
April to June, 1975, sanctions 
for initial issues ammounted 
to Rs 25.7 crores as against 
Rs 12.9 crores during the 
corrcponding quarter of the 
proceeding year. Sanctions for 
further issues by existing 
companies also reveal a mar¬ 
ked increase from Rs 9.8 
crores during April-June 1974 
to Rs 17.6 crores in April-Junc 
1975. Taking initial and fur¬ 
ther Lilies together, the total 
sanctions during the first 
quarter of 1975-76 amounted 
to Rs 43.3 crores compared 
to Rs 22.7 crores in the cor¬ 
responding quarter of last 
year. 

Prices, Procurement 
and Distribution 

Indias success ill control- 
ling inflationary pressures 
in the second half of 
197^-75 turns out to be 
truly remarkable w r hen it is 
recalled that the first half 
of the year recorded the 
sharpest rate of increase of 
price in the entire postwar 
period. The wholesale price 
index rose by an average ol 
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Do You Know 

i) that different species of wood, hitherto used only as firewood, 
are now used as raw material in the manufacture of RAYON* 
GRADE PULP? 

ii) that GWALIOR RAYONS, MAVOOR, was the first and 
foremost to find out the suitability of such species of wood 
for the manufacture of Rayon*gradc Pulp ? 

iii) that MURUKKU (Erythriua Indica) and UPPOOTHY (Maca* 
ranga Peltata), among those woods, are outstandingly good 
as raw material for Pulp ? 

iv) that GWALIOR RAYONS, MAVOOR, will be pleased to 
receive offers for such species of wood for producing Rayon* 
grade Pulp ? 


Contact 

THE HU SAVOR SILK NFS. (WVG.) CO. LTD. 

<PULP DIVISION) 

Blrlakootam — MAVOOR — Kozhikode Dt. 
KERALA 

Grams : "WOODPULP" Calicut Tele* : 084-216. Phones :• 3973 & 3874 (Calicut) 

51 & 62 (Mavoer) 
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2,75 per cent per month, 
reaching an all time peak in 
the third week of September 
1974. However, thanks to 
the determined measures 
adopted by the government 
in July 1974, the wholesale 
price index declined during 
the rest of the financial 
year. The index for the week 
ended March 29, 1975 show¬ 
ed a decline of 7.3 per cent 
as compared to the index for 
the week ended September 
21, 1974. The annual rate 
of infiat ion (point to point 
comparison) which had risen 
to 31.9 per cent in September 
1974 declined to 7.9 per cent 
by the end of March 1975. 
The consumer price index also 
started declining after Octo¬ 
ber 1974. It fell from the 
peak level of 335 in October 
1974 to 32L in March 1975. 

During the current finan¬ 
cial year, the wholesale price 
index, showed a rising ten¬ 
dency for about two months. 
However, on account of 
vigorous measures adopted 
by the government to cont¬ 
rol expansion of bank credit 
and to immobilise the black 
money held by smugglers, 
lax evaders, hoarders and 
black marketeers, prices have 
again started declining after 
the declaration of emergency. 

Fall in Prices 
The wholesale index declined 
by 0.4 per cent during the 
week ended June 28. The 
declining tendency was sus¬ 
tained during the tollowing 
week when despite a sharp 
increase in the price of coal, 
the overall index further 
declined byO.L percent. The 
latest available data for the 
week ended July 12, 1975 
show that the index declined 
by 0.9 per cent in a single 
week (to the level of 307.6). 
During this week, the index 
for food articles declined by 
1.4 per cent while that for 
non-food articles fell by 0,4 
per cent. In fact, indices of 
all major sub-groups declined 
during the week. 

The overall index for the 
week ended July 12, 1975 
was 2.1 per cent lower than 
a year ago, India thus can 
claim to have the unique 
distinction of having achieved 
a negative rate of inflation. 


This achievement has been 
made possible by a combi¬ 
nation of monetary and fiscal 
measures combined with vigo¬ 
rous action against those 
indulging in various econo¬ 
mic offences. As a result 
of the rising tendency in the 
wholesale index in April and 
May 1975, the consumer price 
index increased from 321 in 
March 1975 to 323 in April 
1975 and 327 in May 1975. 
However, recent reports indi¬ 
cate that after the declara¬ 
tion of emergency, retail 
prices of a large number of 
commodities including ground¬ 
nut oil, vanaspati, coconut 
oil, sugar and maize have 
been declining. 

Increased Procurement 

Procurement: Procurement 
of kharif cereals duriug the 
marketing season 1974-75 
(until July 15, 1975) amoun¬ 
ted to about 3.5 million tonnes 
as compared to 2.8 million 
tonnes during the correspond¬ 
ing period of 1972-73. This 
is not an unsatisfactory per¬ 
formance considering that the 
production of foodgrains du¬ 
ring the 1974 kharif season 
was, perhaps, marginal 1\ heiter 
than in 1972-73. The latest 
available data relating to the 
procurement of wheat out of 
the current rabi crop show 
that over 3.6 million tonnes 
have been procured so far as 
compared with a total pro¬ 
curement of 4.3 million ton¬ 
nes in rabi 1972-73 season. 
This underlines the need for 
strengthening the procure¬ 
ment drive, by furthur mea¬ 
sures against hoarders and 
profiteers, if necessary. 

Public distribution of 
foodgrains : As brought out 
in the following tabic, the 
offtake of foodgrains from 
government stocks has been 
Offtake of foodgrains 

(’000 tonnes) 



1974 

1975 

January 

874 

894 

February 

849 

932 

March 

876 

983 

April 

896 

983 

May 

858 

933 

June 

863 

960 


Total 5216 

5685 


substantially higer during the 
period January-June 1975 as 
compared to January-June 
1974. 

Imports of foodgrains : 
The government imported 
about 5.5 million tonnes of 
foodgrains during 1974-75 
to sustain the public dis¬ 
tribution system. Imports 
during January-June 1975 
amounted to 3.5 million 
tonnes during the correspon- 
ping period of 1974. Not¬ 
withstanding the greater off¬ 
take of foodgrains through 
the public distribution sys¬ 
tem, thanks to larger imports, 
stocks of foodgrains with the 
government agencies at the 
end of June 1975, amounted 
to 4.8 million tonnes as 
against about four million ton¬ 
nes at the end of June 1974. 
During the currunt year 
sizeable imports of foodgrains 
are being arranged. This 
would help to sustain the 
climate of price stability and 
wiJI also facilitate building of 
a buffer stock. 

Stress on Distribution 

Strengthening of the public 
distribution system: The 

new economic programme 
announced by the Prime 
Minister lays great stress on 
cStrengthening of the public 
distribution system. Accord¬ 
ingly, steps have been taken 
to strengthen consumer co¬ 
operatives throughout the 
country for distribution of 
essential commodities. Manu¬ 
facturers have agreed to ear¬ 
mark upto 20 per cent of 
their production in respect of 
vanaspati, soap including 
washing soap, torch cells, 
razor blades, safety matches 
for distribution through con¬ 
sumer cooperatives. A scheme 
for public distribution of 
essential commodities has been 
implemented in Delhi from 
June 23 1975. This scheme 
is being further developed for 
extension to industrial/mining 
areas, hill areas and coastal 
deficit areas. 

There has been an increase 
in the production of con¬ 
trolled sarees and dhoties 
for the common man out 
of the enhanced controlled 
cloth obligation. Its distribu¬ 
tion through the cooperative 


sector has been increased by ; 
means of 2800 retail outlets < 
spread throughout the country, I 
out of which more than 75 ■ 
per cent are in the rural areas. | 
Cansumer cooperatives are be- j 
ing strengthened for arranging ) 
distribution of essential com- 5 
modifies on concessional • 
terms to students’ hostels in ■■ 
colleges and universities. The , 
allocation of cultural paper ' 
for educational needs was rais- ' 
ed from 23,000 tonnes in the , 
last quarter of 1974-75 to 
40,800 tonnes in the first quar¬ 
ter of the current financial < 
year. Arrangements have been 
made forsupply of white print¬ 
ing paper at concessional pri¬ 
ces for publication of worth¬ 
while books iccommended by 
the Lducation ministry. 

Action against economic 
offences : Since the decla¬ 
ration of emergency the loop¬ 
holes in the laws relating to 
the detention of smugglers 
have been plugged effectively 
and all the known smugglers 
have been*re-arrested and kept 
out of mischief. Special legi¬ 
slation providing for confisca¬ 
tion of smuggler's properties 
is under preparation, in ac¬ 
cordance with the new econo¬ 
mic programme announced by 
the Prime Minister, special 
squads have been set up for 
valuation of property and for 
detection of lax evasion. The 
Forward Markets Commission 
has intensified its drive to 
curb speculative activities. i 
State governments have taken 
further steps to enforce dis¬ 
play of prices and stocks by 
dealers in respect of essential 
commodities. All these mea¬ 
sures have had a benign effect 
on the price situation. 

Fiscal Developments 

The major concern of bud¬ 
getary policy duriug the cui- 
rent year is to accelerate the 
tempo of investment without 
in any way undermining the 
recent price stability which 
has been achieved after great 
struggle in the past two years. 
The Plan outlay for 1975-76 
has been fixed at Rs 5978 cro- 
rcs which involves an increase 
of 23 per cent over the annual 
Plan for 1974-75. While avoid¬ 
ing large scale deficit financing, 
the central budget for 1975-76 


BMTBRNBOOmMBr 


293 


AUGUST 9,1975 



has made a selective approach 
in its inyestment policy giving 
priority to growth-oriented 
key sectors of the economy 
like agriculture, irrigation, 
power, fertilisers, coal, petro¬ 
leum and essential industries 
like cement, paper, coal, ship¬ 
building and transport. The 
step-up in public sector invest¬ 
ment will also create a more 
favourable climate for private 
investment. 

The central budget for 
1975-76 also laid adequate 
emphasis on the stimulation 
of the economy through pro¬ 
viding incentives for saving 
and investment. For this pur¬ 
pose a wide range of fiscal 
concessions were announced in 
the budget. The tax holiday 
concessions available to new 
industrial enterprises, hotels 
and ships were further exten¬ 
ded for a period of five years 
beginning April, 1976. In 
compensation for the with¬ 
drawal of the concession of 
income tax on the profits up 
to six per cent and exemption 
of dividends declared by these 
new undertakings in the hands 
of their share holders, the 
quantum of ‘tax holiday' was 
raised from 6 to 7.5 per cent. 

Priority Industries 

To encourage investment 
and channelise it to high 
priority industries, inter¬ 
corporate dividends derived 
by domestic companies 
from new companies 
engaged in the manu¬ 
facture of fertilisers, pestici¬ 
des, paper and cement were 
completely exempted from in¬ 
come tax In view of the im¬ 
portance of pesticides in in¬ 
creasing agricultural produc¬ 
tion. the initial depreciation 
allowance of 20 per cent al¬ 
lowed to priority industries 
was extended to pesticides also. 

Investments in equity 
shares of new companies enga¬ 
ged in priority industries were 
exempted from wealth tax for 
a period of five years. Invest¬ 
ment in the Units of the 
Unit Trust of India has been 
made more attractive by ex¬ 
empting Rs 2,000 of the 
income earned solely from 
dividends on Units and by a 
further exemption of Rs 25,000 
worth of Units from wealth 


tax. The Companies (Tem¬ 
porary Restricsions on Divi¬ 
dend) Act, 1974 has also been 
suitably amended. Thus while 
the payment of dividends will 
continue to be governed by 
the provisions of the old Act, 
companies arc now free to dec¬ 
lare a higher dividend if they 
so wish. 

In accordance with the new 
economic programme announ¬ 
ced by the Prime Minister, the 
personal income tax exemption 
limit has recently been increa¬ 
sed from Rs 6000 to Rs 8000 
so as to provide some relief 
to lower income groups. The 
relief provided gradually dec¬ 
reases as the income level pro- 
gressse, with a tax relief of Rs 
44 only where the taxable in¬ 
come exceeds Rs 15000. 

Distinct Improvement 

There has been a distinct 
improvement in tax collections 
during the first quarter of the 
current fincncial year. The 
collections from income and 
corporation taxes have amoun- 
ed to Rs 149 crorcs or 9.5 per 
cent of the full year budget 
estimates as against Rs 138 
crores during this quarter last 
year forming 9.1 per cent. In 
respect of excise and customs, 
while the absolute collections 
from excise at Rs 757 crorcs in 
the first quarter this year com¬ 
pare with Rs 661 crores collec¬ 
ted in the same period last 
year, the proportion to full 
year estimate this year at 20.8 
per cent is slightly Jess com¬ 
pared with 22.0 per cent last 
year. 

In contrast, revenue from 
customs has shown fur¬ 
ther buoyancy durjng the first 
quarter this year at Rs 329 
crores, and forms 25.6 per 
cent of the full year budget 
estimates compared with Rs 
289 crores or 21 9 per cent in 
the same period last year. With 
the large scale seizures by the 
tax administration of tax evad¬ 
ed money, and arrests of smug¬ 
glers and black marketeers, 
it could be anticipated that the 
tax collections during the cur¬ 
rent fiscal year might exceed 
the budget expectations. Fur¬ 
ther, with the distinct impro¬ 
vement in power supply, and 
better availability of in¬ 
puts, industrial output is likely 


to recover bringing in more 
excise revenue. 

The declaration of emer¬ 
gency has imparted a sense of 
discipline among the spending 
ministries departments and a 
considerable economy in ex¬ 
penditure can be visualised. 
As of now, the budgetary defi¬ 
cit is, no doubt, quite high as 
compared to the correspond¬ 
ing period of last year. This 
is partly due to special factors 
such as the purchase of fer¬ 
tilisers and food for which re¬ 
imbursements have not yet 
been received. With these re¬ 
coveries, and the proceeds 
from the market borrowings 
already announced, it is anti¬ 
cipated that, in the coming 
months, the budgetary deficit 
would come down. Yet an¬ 
other favourable factor is that 
the external assistance promis¬ 
ed by the Consortium coun¬ 
tries will be higher than origi¬ 
nally anticipated, and debt 
rescheduling agreed to by 
them would further improve 
the position. However, utmost 
emphasis will have to be laid 
on maximum economy in non- 
dcvelopmental expenditure. 

Monetary Policy 

As a result of a series of 
measures taken during the la*! 
one year to control the expan¬ 
sion of money .supply, the 
growth rate of money supply 
declined to 6.3 per cent 
between the last Friday of 
March, 1974 and March 
1975, compared to an increase 
of 15.2 per cent in the corres¬ 
ponding period of the previous 
year. Currency with the pub¬ 
lic recorded an increase of 
only Rs 43 crores in 1974-75 
compared to an increase of as 
much as Rs 892 crorcs in 
1973-74. The major factors 
responsible for a marked de¬ 
celeration in the rate of in¬ 
crease in money supply 
were a lower order of 
increase in bank credit to com¬ 
mercial sector as well as in net 
bank credit to government 
and a significant decline (Rs 
281 crores) in net foreign ex¬ 
change assets of the banking 
sector. 

The declining trend in the 
rate of growth of money sup¬ 
ply has continued during the 
first three and a half months 


of 1975-76 (March 28 to July 
11, 1975), when money supply 
recorded an increase of 6.1 
per cent compared to an in¬ 
crease of 6.5 per cent in the 
corresponding period of the 
previous year. During this 
period net bank credit to 
government (centre and states) 
has increased appreciably, but 
this is due to certain tempo¬ 
rary factors like delay in re¬ 
coveries from the Food Cor¬ 
poration of India and Fertili¬ 
zer Corporation of India 
against imports. Bank credit 
to the commercial sector has 
been contained within Rs 319 
crores (2.9 per cent) in the 
current year till July 11, 1975, 
compared to Rs 594 crores 
(6.3 per cent) in the corres¬ 
ponding period of last year. 

Contractionary Effect 

Also, the increase in non¬ 
monetary liabilities of the 
banking sector, and the dec¬ 
line in foreign exchange assets 
had a larger contractionary 
effect on money supply in the 
current fiscal year so far than 
in the corresponding period 
of last year. 

In the background of the 
success achieved in controlling 
the expansion of bank credit 
in the 1974-75 busy season, 
and the continued need for 
restraint on such expansion, 
the basic parameters of the 
credit policy were continued 
for the slack season of 1975 
(May 1975 to October 1975). 
The basic emphasis continues 
to be on restraint combined 
with a measure of selectivity 
in the deployment of credit, 
with emphasis on meeting the 
credit needs of agriculture, 
mass consumption goods, ex¬ 
ports, public sector units in 
the manufacturing sector, units 
in the core sector in the pri¬ 
vate sector and small scale 
units producing wage goods 
and inputs for the core sector. 

No change has been made in 
eash reserve requirements at 
four per cent of the banks’ 
time and demand liabilities, 
and the statutory and net liqui¬ 
dity ratios at 33 per cent and 
39 per cent respectively. The 
extension of discretionary re¬ 
financing for food procure¬ 
ment, bills rediscounted and 
limits of borrowings from the 
Reserve Bank of India (at one 
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per cent of demand and time 
liabilities as of last Friday of 
September, 1974) also remain¬ 
ed unchanged. However, 
some liberalisation in the ex¬ 
tension of the period for con¬ 
cessional pre-shipment export 
credit (specially for export of 
specified medium and heavy 
engineering goods), and 
fertiliser distribution was 
allowed. 

In view of the need for 
stimulating investment in pro¬ 
jects of high priority, such as 
those industries where a sub¬ 
stantial part of the output is 
meant for exports, industries 
with short gestation period, 
particularly in the core sec¬ 
tors and mass consumption 
goods, small scale and capital 
goods industries, banks were 
directed to step up their 
medium term lending, in re¬ 
gard to selective credit con¬ 
trols banks were directed to 
exempt advances against pad¬ 
dy and rice, o.her than those 
covered by procurement levy 
in the slates of West Bengal 
and Bihar, till the end of June, 
1975. 

Credit Expansion 

During the current slack 
season so far (April 25 to 
July 11,1975), scheduled com¬ 
mercial banks' credit expan¬ 
sion at Rs 282.9 crores (3.3 
per cent) was more or less at 
the same level as during the 
corresponding period last year 
(Rs 261.8 crores or 3.4 per 
cent). However, food pro¬ 
curement credit has increased 
at a higher rate this year (Rs 
195 2 crores) compared to last 
year (Rs 106.3 crores). In edi¬ 
tion, bills rediscounted with 
the Reserve Bank have decli¬ 
ned by Rs 44.3 crores during 
the current slack season so 
far as compared to a decline 
of Rs 16.0 crores during the 
corresponding period last year. 

This, gross bank credit ex¬ 
cluding food procurement has 
shown a lower increase of Rs 
43.4 crores (0.5 per cent) in 
the slack season so far compa¬ 
red to Rs 139.5 crores (1.9 per 
cent) during the same period 
last year. However, there is 
no room for complacency and 
strict credit discipline will 
have to be maintained in order 
to reconcile the requirements 


of accelerated growth and 
price stability. 

Foreign Trade and 
Balance of Payments 

The Economic Survey pre¬ 
sented to Parliament in Feb¬ 
ruary 1975 had set out at 
length a review of the salient 
trends in India's foreign trade 
in recent years as also the 
first eight months of 1974-75. 
This analysis had, inter alia , 
brought out that the spectacu¬ 
lar increases in growth of In¬ 
dia's foreign trade in the last 
about two years had largely 
been due to the price factor 
rather than any substantial 
increases in quantum. The 
rise in the prices of several 
of India’s major imports and 
export been neither uniform 
nor steady. While our export 
benefited from increases in the 
world prices of many com¬ 
modities, at the same time the 
upsurge in international prices 
imposed even heavier burdens 
by way of additional import 
costs which, in the overall, 
more than offset the advantage 
of increased export value reali¬ 
sations. tn this process, India's 
overall terms of trade experien^ 
ced a marked deterioration by 
over 16 per cent during 1973- 
74. The trend in this regard 
during 1974-75 had shown no 
improvement. 

In view of these trends in 
our external trade, the highly 
unfavourable and harsh impact 
of the international economic 
environment of India's eco¬ 
nomic development, and the 
developing intensity of pres¬ 
sures on the country's overall 
balance of payments, the 
Survey had sought to stress 
that for ensuring the continued 
viability of our balance of 
payments, and for meeting the 
steep increases in the costs of 
essential imports needed by the 
country, a major increase in 
exports would have to be 
brought about. The Survey 
had accordingly attempted to 
outline in brief a viable export 
strategy along these lines and 
to set out the prognosis of the 
overall balance of payments 
outlook for the coming years. 

Since the publication ofthe 
Survey , the overall data on 
imports and exports has be¬ 
come available for the full 


year 1974-75. Provisional 
figures of total imports and 
exports during April-May, 
1975 have also become avail¬ 
able. The figures given below 
bring out the overall trend in 
India's exports and imports 
during 1974-75 relative to the 
position in the preceding four 
years (table below): 

During the year 1974-75, 
the total vnlue of India's 
imports aggregated to about 
Rs 4348.7 crores and this 
represented a steep increase of 
48.6 per cent over the total 
imports in 1973-74 valued at 
Rs 2925.3 crores. On the other 
hand, the total value of ex¬ 
ports during 1974-75 amount¬ 
ed Rs to 3253.0 crores as ag¬ 
ainst Rs 2523.4 crores in 1973- 
73, recording a rise of 28.9 
per cent as against 28 per cent 
in 1973-74 and 22.5 per cent 
in 1972-73. As the increase 
in imports outstripped, by 
far. the growth of our total 
exports, in the overall the 
trade deficit widened from 
Rs 401.9 crores in 1973-74 
to as much as Rs 1095.7 
crores in 1974-75. As against 
this India had a surplus trade 
balance of Rs 103.4 crores 
in 1972-73. 

Rise in Value 

In the first two months of 
the current year—1975-76 
(April and May 1975), the 
total value of our imports is 
provisionally placed at Rs 

700.7 crores as against Rs 

631.8 crores in the corres¬ 
ponding two months of the 
preceding year. In these two 
months the value of our 
imports has been lower by 
4.9 per cent, or Rs 31 crores, 
as compared, to the corres¬ 


ponding two months of last 
year. The import figures are, 
however, likely to be revised 
upwards when full account is 
taken of actual imports Export 
realisations, in April and May 
1975 are placed at Rs 495.6 
crores as against Rs 389.6 
crores in April-May, 1974, 
the rise being of the order 
of 27.2 per cent. The trade 
deficit over th*; two months 
April and May 1975 
worked out at Rs 105.15 
croies as against Rs 242.2 
crores in April-May 1974-75. 

Outlook Uncertain 

In the light of the recent 
developments in world eco¬ 
nomy. it would appear that 
the outlook for exports during 
1975-76 is somewhat uncer¬ 
tain. In view of the falling 
trend in commodity prices 
in the international markets, 
a slackening in the rate of 
growth of demand for India's 
export can be expected. At 
the same time there is, as 
vet, no major respite in sight 
from the impact of steeply 
increased import cost which 
had imposed a severe pres¬ 
sure on India’s balance of 
payments during 1974-75. 
However, the various expert 
promotion efforts that are 
now being made should 
make it possible for us to 
sustain a modest growth of 
exports in 1975-76. 

Considering the state of 
our reservers and the likely 
inflow of external assistance 
there will be no difficulty in 
financing imports of essen¬ 
tial commodities, including 
sizeable imports of food- 
grains, in 1975-76 At the 
Aid India Consortium mcet- 


Trends in India's Imports and Exports 
(1970-71—1974-75) 


(in Rs crores) 


Year 

Imports 

Exports 

Trade Balance 

1970-71 

1634.2 

1535.2 

(—) 99.0 
(-) 216.3 

1971-72 

1824.5 

1608.2 

1972-73 

(11.6) 

8867.4 

( 4.7) 
19708 

(+) 103.4 

1973-74 

( 2.4) 
2925.3 

(22.5) 

2523.4 

(—) 401.9 

(—)1095.7 

(Revised) 

1974-75 

(56.4) 

4348.7 

( 28.0) 
3253.0 

(Provisional) 

(48.6) 

( 28.9) 


N. B. : Figures in Brackets relate to percentage variation 
over the preceding year. 
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ing held in June 1975, total 
pledges of commitments 
amounting to $ 1775 million 
some what exceeded the 
target recommended by the 
World Bank. However, in¬ 
creased aid is no substitute 
for more effective steps to 
promote our exports parti¬ 
cularly since the medium term 
prospects for aid are always 
uncertain. 

The government are fully 
conscious of the imperative 
need to promote exports. 
The growth of exports is now 
being planned in terms of a 
minimum annual rate of 
growth of 8 to 10 per cent 
in value. Several measures 
have recently been adopted 
to boost exports. 

New Import Policy 

Under the import policy 
for 1975-76, all units which 
export at least 20 per cent 
of their production will be 
eligible for getting licences 
on the basis of the consump¬ 
tion of imported raw mate¬ 
rials, irrespective of the value 
of the licences obtained dur- 
the previous year; they will 
also be entitled to preferred 
sources of financing. 

Replenishment licences have 
been made widely trans¬ 
ferable. Units undertaking 
to export can obtain 
advance licences, against a 
definite undertaking to export 
instead of on the basis of a 
definite export order which is 
the present position. Limit for 
imports of non-permissible 
items have also been increas¬ 
ed, so that export production 
is not delayed for want of 
essential inputs. Exporting 
units can also now ask for a 
Letter of Authority for direct 
import of canalised items. 

More recently, the export 
duly on carpet backing and 
hessian has been removed. 
Several items, including 
chemicals and certain cate¬ 
gories of iron and steel pro¬ 
ducts, the export of which 
was not encouraged in the 
past, have how been permit¬ 
ted to be exported. 

The significance which the 
government attaches to the 
need for increase in exports 
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and the measures to achieve 
them is highlighted by the 
recent creation of a separate 
Cabinet Committee on Ex¬ 
ports under the Chairmanship 
of the Finance minister, with 
the ministers of Industry and 
Commerce as members. This 
committee will provide the 
necessary leadership and 
guidance at the highest ad¬ 
ministrative level to ensure 
growth of exports in volume 
terms. The government had 
also constituted some time 
back a committee to consi¬ 
der the problems of the en¬ 
gineering industries and to 
suggest concrete steps to 
stimulate export of engineer¬ 
ing goods. This committee 
made a number of recommen¬ 
dations which were consi¬ 
dered by an Inter-Ministerial 
Empowered Committee. Some 
of the important committee 
decisions are as follows: 

(i) Automatic approval 
for production ear¬ 
marked for exports 
beyond the authorised 
capacity; 

(ii) Improved arrange¬ 
ments for supply of 
inputs for exports 
production. Within 
the resources avail¬ 
able, the exporters will 
be provided with all 
the inputs needed, in¬ 
cluding raw materials, 
power and export fin¬ 
ance on a priority 
basis; 

(iii) The procedures for 
allocation of steel 
have been simplified, 
and the Iron and Steel 
Controller will have 
the sole ^responsibility 
to make allocations 
after the exporters’ 
obligations are spon¬ 
sored by the Engineer¬ 
ing Export Promotion 
Council; 

(iv) In cases where the 
prices of steel are re¬ 
vised upward by 10 
per cent or more, the 
contracts entered into 
by the exporters will 
be protected against 
revised prices, pro- 
\ided the contracts 
do not contain escala-; 
tion clauses to cover 


the price increase ade¬ 
quately; 

(v) In respect of exports 
of capital goods and 
turn-key projects the 
rate of cash assistance 
obtaining at the time 
of concluding the con¬ 
tract will be protected 
till the completion 
of the contract, as 
against the existiug 
limit of two years for 
turn-key projects and 
18 months for capital 
goods; 

For other engineering 
goods such protection 
will be made available 
for a maximnm period 
of three years against 
the existing limit of 
one year; 

This protection will 
be applicable in cases 
where the price is not 
negotiable; 

(vi) For determining cash 
assistance, while the 
existing basis of mar¬ 
ginal costing will 
continue, 25 per cent 
of the rates of such 
cash assistance will be 
added towards the 
fixed cost of produc¬ 
tion; 

(vii) Import duty on raw 
materials imported 
against advance licen¬ 
ces will not be charged 
if such imports are 
approved by the Ad¬ 
vance Licence Com¬ 
mittee; 

(viii) Export obligations in 
future will be imposed 
only by one authority, 
namely, the Licensing 
Committee; 

(ix) The procedures regar¬ 
ding approval on de¬ 
ferred payment pro¬ 
posals have been sim¬ 
plified. ThcIDBI has 
been made the focal 
point for the receipt 
and processing of all 
export proposals for 
deferred payment, ins¬ 
tead of applications 
being processed as at 
present at three or 
four points, namely 
by the RBI, theECGC, 
the IDBI and govern¬ 
ment; 


(x) In cases where IDBI 
financing is not re* 
quired the exporters 
can enter into firm 
commitments with 
foreign buyers with¬ 
out the prior appro¬ 
val of the RBI and 
the ECGC, provided 
the deferred payment 
contracts are of a 
value not exceeding 
Rs 50 lakhs and the 
deferment period is 
up to five years; 

(xi) A high powered 
standing committee 
on Export Finance has 
been set up under the 
chairmanship of the 
Deputy Governor of 
Reserve Bank of 
India to deal with 
general problems faced 
by the exporters with 
regard to export finan- 
ces; 

(xii) Decisions have been 
taken for liberalisation 
of facilities for grant 
of foreign exchange 
for travel abroad in 
connection with ex¬ 
port contracts, mak¬ 
ing available pre-ship¬ 
ment credit at a con¬ 
cessional rate of in¬ 
terest upto 180 days 
for specified medium 
and heavy engineering 
goods and arrange¬ 
ments for collection 
of specialised data and 
information and the 
taking up of prelimi¬ 
nary studies by con¬ 
sultants. 

Judging by ail objective in¬ 
dicators, the Indian economy is 
now poised for a majorphase 
of rapid economic expansion. 
This should help to dispel the 
mood of pessimism and doubt 
which has hampered the mobi¬ 
lisation of vast reservoir of 
human and material resources, 
that India undoubtedly pos¬ 
sesses, for the nation building 
activities. However, it has to 
be emphasised that any pro¬ 
cess of successful accumula¬ 
tion demands utmost social 
and economic discipline so 
that the largest possible size 
of the national income can be 
diverted for productive invest¬ 
ments. This is the challenge 
that lies ahead of the Indian 
economy. 
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Tryst with destifiy 

In A speech delivered in the Constituent Assembly on August 14, 1947, the laic 
Jawaharlal Nehru, this country’s first prime minister, alluded to the tryst with destiny 
which we had made many years ago. Not unnaturally, he was swept by emotion and 
talked of the sorrow and suffering of the masses, the challenges which lay ahead 
and the pledge which needed to be taken of “dedication to the service of India and her 
people”. He was reminded of the ambition of the greatest man of his generation “to 
wipe every tear from every eye”; he was quick to concede that the goal set was beyond 
the capacity of the government headed by him but ‘‘aslongas there are tears and 
suffering so long our work will not be over”. 

Today, twenty-eight years after this historic oration, suffering and sorrow still stalk 
the land. Despite hard work and dedicated efforts of three prime ministers, the dreams 
of Jawaharlal had not become a reality. The 20-point programme of Mrs Indira 
Gandhi was yet another effort in the same direction. It was too early to pronounce a 
judgement on this programme ascertain elements of it were no more than a re¬ 
statement of problems of poverty, ignorance and inequality in income and wealth. 
Short-term gains are welcome but the country needs lasting solutions to the torture 
caused by want, hunger and suffering. 

[t will be wrong to describe the past 28 years as wasted years. Significant progress 
had been made in all the major sectors of the economy. National income had more 
than doubled in these years but the bulk of the increment had been used in satisfying 
the needs of the growing population. Food production had been more than doubled 
thanks to increased activity in the field of research and development and also in the 
supply of vital inputs such as improved seeds, fertilisers, pesticides and tools. Water, 
the very life of agriculture, had been harnessed both by giant-sized dams and small 
irrigation. The country had taken rapid strides in both producer and consumer indust¬ 
ries, and had developed markets abroad for sophisticated products. Railways, roads, 
shipping and airlines had all experienced buoyancy in keeping with the general upsurge 
in the economy. Educational facilities, health services and other social activities had 
all expanded significantly. But despite all these achievements, nearly two-fifths of the 
people still live below the poverty line. 

The independent sovereign republic which had promised social, economic and 
political justice to the people, failed to provide basic necessities of life to 40 per 
cent of the population. If the latest programme of Mrs Indira Gandhi results in 
achieving even half of what the constitution-makers had promised, it would be nothing 
short of an outstanding achievement. 

Thirty-ninth Amendment 

The 39th amendment to the constitution which was approved by both the Houses of 
Parliament in the monsoon session and which also received the prompt assent of the 
President and the state legislatures, provided for the setting up of a new forum other 
than courts to decide disputes concerning the election of the Prime Minister, 
President* Vice-President and Speaker. This was a major amendment of the consti¬ 
tution which gave immunity to persons holding these august offices. The one thing 



which this country could rightly boast of 
was political stability which it had enjoyed 
for nearly three decades. 

In a recent interview with a West 
German daily Bild Am Sonntag Mrs 
Gandhi, a democrat at heart told the 
correspondent that ‘'elections cannot 
be held when the political situation 
and the emotional condition of the 
Opposition is disturbed. We are, how¬ 
ever, committed to elections". This 
gives the lie - to the widely-held view 
that she was not interested in holding 
elections and that the life of the present 
Lok Sabha would be extended indefinitely. 

Explaining the implications of the socia¬ 
list programme of her government, she 
made a categorical statement that the pri¬ 
vate sector would not be nationalised. 


Said Mrs Gandhi: “We have what we 
call a mixed economy. That is, we do 
allow the private sector to grow. But we 
think that some of the most important 
things which affect the lives of people 
should not be left to market forces but 
should be in government hands. Otherwise 
there are very large sectors which arc com¬ 
pletely in private hands . We don't want to 
change that . We don't want to nationalise 
them". The fact that this interview was 
given wide publicity in our country showed 
that it was not meant for foreign audiences 
only. Mrs Gandhi wanted to reassure the 
private sector in this country as well. Not 
unexpectedly, this interview was likely to 
generate a feeling of renewed confidence in 
the private sector, notwithstanding the 
recent fall in stock prices. 


Limit to drop in prices 


It is now realised that inflation could be 
effectively checked if the food situa¬ 
tion remained comfortable and the output 
of commercial crops also was maintained 
at satisfactory levels. This was the 
lesson of the severe droughts of 1965, 
’67 and the galloping rise in prices wit¬ 
nessed in 1972-74. There were of course 
external pressures in the latter period 
which were responsible for a pronounced 
rise in prices and the question now is at 
what level prices should get stabilised and 
what should be the inter-relationship 
between incomes and a newly realigned 
structure of prices. The recent decisions 
of the government of India in regard to 
the revision of prices for coal, steel, 
petroleum products, fertilisers and alu- 
min urn dearly show that there is a 
certain rigidity in costs and selling prices 
for agricultural commodities and manu¬ 
factured goods cannot be pushed back 
bevond particular levels. 

The government spokesmen seem to 
be aware of the need to bring about an 
orderly retreat in wholesale prices and 
preventing a crash in values. But it has 
not been understood what can be the 
extent of retreat in prices and what exactly 
is the significance of the recent revisons 
in selling prices for manufactured goods. 
The confusion in this regard has led to 
an experimentation in price,fixation as 
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has been attempted in the case of alu¬ 
minium and sugar. Entirely new ap¬ 
proaches have been adopted for improv¬ 
ing profitability and production of these 
industries. The aluminium producers may 
be happy about the preparedness of the 
central government to recognise the need 
for basing costs of virgin metal on rea¬ 
listic charges for the supply of electricity. 
But the policy of dual pricing and the 
Jcvy of heavy excise duties may well 
discourage consumption seriously even 
when output increases sharply, and im¬ 
ports can be eliminated. It has also 
to be examined whether in the process 
of containing inflation and encouraging 
production, new pressures arc not created 
and the efficacies of new policies are not 
clearly discernible because of excise 
duties 'Constituting more than #6 per 
cent of pooled prices for virgin levy 
metal and more than 60 per cent of com¬ 
mercial grade metal on a higher base. 
In respect of sugar a new system has been 
evolved which is highly complicated 
in its incidence and the objective of ensu¬ 
ring adequate profitability, attractive 
prices for cane, and reasonable prices for 
consumers may well be defeated if some 
of the assumptions go wrong. 

It will be clear from the foregoing 
that the net result of the anti-inflationery 
measures adopted in the middle of last 
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year has been to prevent a further rise 
in prices on the scale of the first six 
months of 1974 and the absence of any 
net increase in a twelve-month period is 
mainly due to the fact that the rise in 
prices up to September last year was 
taking place at an alarming rate and it 
is now possible to claim that there has 
been no net increase in wholesale prices 
at the end of July as compared to the same 
month in 1974. It has also been claimed 
that the effect of the increases in prices 
of coal, steel, aluminium and other 
items has been marginal and the index of 
wholesale prices has not registered any 
significant rise even in sub-groups in the 
latter half of July. 

The developments in the past twelve 
months arc certainly creditable and it is 
now possible to have some idea of how 
the realignment in the structure of prices 
can be effected. It will be wrong how¬ 
ever to imagine that after September 
this year the same “progreess” on the 
price front can be achieved. Indeed, new 
problems have arisen and it is being 
asked whether the canc growers will extend 
the area under cultivation or cotton 
growers will concentrate on the produc¬ 
tion of long staple lengths in the absence 
of suitable incentives. The producers 
of wheat, rice and jute are also asking 
similar queries and the union ministry 
of Agriculture may well encounter major 
problems in the coming months if ihe 
targets of production fixed in the 
Annual Plan for 1975-76 lor agricultural 
commodities are realised. These targets 
arc not beyond the reach of the economy 
in some directions because of the distinct 
improvement in power availability and 
ample supplies of agricultural inputs. 

The rainfall during the kharif season has 
been uniformly satisfactory all over the 
country and the output of kharif food 
crops is estimated at 69 million tonnes. 
And if the performance of (he last rabi 
season can also be repeated in the next 
rabi season, the production of foodgrains 
can be easily 113 million tonnes. In spite 
of this prospect the government is under¬ 
standably not taking any chances and 
arrangements are being made to import 
about five million tonnes of foodgrains 
under aid and on a commercial basis, 
The availability of foodgrains in the 
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1975-76 agricultural season will then be 
123 million tonnes including buffer stocks 
of nearly five million tonnes at the end 
of July and ihc contemplated imports. 
The objective of raising buffer stocks to 
12 million tonnes can be easily realised 
because internal consumption is not more 

than 110 million tonnes. 

» 

The weight of additional food pro¬ 
duction on the scale visualised may 
however give rise to unexpected situations 
if the au horities do not realise the im¬ 
portance of reasonable prices to growers 
and do not also finalise arrangements 
for intensifying procurement and support 
operations. With continuing imports a 
ticklish situation may arise in the 
last quarter of this year and any 
sharp fall in prices of wheat and other 
cereals, as is reported to have taken place 
in particular parts of Uttar Pradesh 
recently, may have a discouraging cfTect 
on food production in the next season. 
The true situation will reveal itself in 
Scptcmber-October when de-hoarding 
of earlier slocks may also take place if 
kharif crop prospects brighten. Con¬ 
siderable advance planning is necessary 
to bring about orderly marketing and 
absorption of the record output of food- 
grains. 

Similar difficulties may also be ex¬ 
perienced in respect of raw cotton and 
raw jute though there will be no problem 
of absorption of oilseeds as imports can 
be suitably regulated and ihc targets 
for production in this field have always 
been elusive. As regards sugarcane it 
remains to be seen whether there will be 
any shifts in the area under the crop 
with arrears of payments against earlier 
purchases of cane by sugar mills and the 
latter's inability to pay the same high 
prices in the next season. All these 
posers lead to the question at what level 
internal prices should get stabilised and 
what will be the influence of externa) 
factors. Clearly, the stabilisation of prices 
has to be achieved on the basis of new 
costs and a further reduction in prices for 
principal commodities and manufactured 
goods should be brought about with an 
improvement in productivity. 

While the new conundrums have 
to be satisfactorily solved, serious 
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difficulties may also be experienced 
in regard to the absorption of a 
higher level of industrial production. 
Already there is serious worry in textile 
industry circles and it has not been 
possible to decipher so far how and why 
consumer resistance has developed for 
cotton text iles and blended fabrics even 
with a drop in prices from the high levels 
of last year. Sugar consumption also 
has not increased on the anticipated 
scale and larger releases for free sale 
have been reflected in an exaggerated 
decline in open market prices. The con¬ 
sumption of paper too has come down 
sharply with the prevalence of high prices 
and liberal imports of newsprint. The 


Tut suRvly, recently carried out by the 
Bengal Chamber of Commerce and In¬ 
dustry, on the utilisation of capacity in 
industries in West Bengal reveals hardly 
anything new but even so, its findings are 
important since they highlight some seri¬ 
ous weaknesses in the country's industrial 
structure. 

West Bengal accounts for a subs¬ 
tantial share in India's industrial 
production and many of its industries 
contribute sizably to the earnings of fo¬ 
reign exchange. It is therefore a mutter 
of concern that large idle capacity conti¬ 
nues to exist over a wide range of indus¬ 
tries. The chamber's survey shows that 
while in 1971-72. 52 per cent of the units 
sampled had utilised capacity in excess of 
70 per cent, the proportion dropped to 
37 per cent in 1974-75. In the same period, 
the percentage of respondents reporting 
utilization rates below 50 per cent rose 
from 16 to 45 per cent. Capacity uti¬ 
lisation has been low in jute, packaging, 
flour, cable and some other engineering 
industries but it was high in some other 
sampled units in speciality paper, tyres, 
industrial gases, storage batteries, elec¬ 
trodes and aluminium products. 

The survey mentions the following 
factors as being responsible for capacity 
under-utilisation: lack of orders, power 
shortage, scarcity of raw materials, strain- 

303 


government may well have to increase 
Plan outlay for enabling the absorption 
of a higher level of output of steel, 
cemerit, heavy electrical equipment, alu¬ 
minium and other items. It may also 
be possible to increase exports to some 
extent. But the offtake of wage goods 
at stipulated prices, even with the eli¬ 
mination of undue middlemen's pro¬ 
fits, can be ensured in larger volume 
only if there is also generation of 
larger incomes and the fixed income 
groups and weaker sections are helped 
to earn more. It is in providing answers to 
various questions that the developments 
in coming months have special signifi¬ 
cance. 


ed industrial relations, and inadequate 
financial accommodation. It would have 
been useful if the survey had been a little 
specific about the causes. For example, it 
could have broadly identified the types of 
raw materials which were in short supply 
and which affected the capacity utilisa¬ 
tion in paper, engineering, packaging and 
chemical industries. As power shortage 
has been persistent and chronicfor a long 
time, the survey could have dealt with this 
aspect in some detail. Inadequate finan¬ 
cial accommodation is said to have affect¬ 
ed capacity utilisation only in engineering 
items during 1971-72 and 1972-73 but in 
the next two years this difficulty was 
experienced by other industries also such 
as paper and packaging. 

The survey has made specific suggestions 
for improving capacity utilisation in cer¬ 
tain industries. For the jute industry a 
substantial reduction in or removal of ex¬ 
cise duty is desired to promote the growth 
in internal demand for sacking, jute fells 
and yarn. It also calls for flexibility in 
credit accommodation, improvement in 
the yield per acre of raw jute, a buffer 
stock of indigenous and imported fibre, 
and active cooperation between govern¬ 
ment and industry in achieving economies 
in cost. But no suggestion has been made 
as to how to stimulate the foreign demand 
for jute goods in the short period through 
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How much idle capacity 
in West Bengal? 



subsidy or assistance in some other 
form. 

The proposals for the engineering indus¬ 
tries include more orders through higher 
public sector investments, adequate sup¬ 
ply of matching steels, billets and welding 
electrodes and other raw materials and 
removal of the 15 per cent power cut on 
high tension consumers. The suggestions 
for the paper industry include priority by 
the railways for the movement of coal, 
telescopic rates for transport of raw ma¬ 
terials like bamboo, “a man-made forestry 
programme”, encouragement to develop¬ 
ment of industrial plantations through 
fiscal incentives, and long-term lease of 
forests and waste land. 

Mr K.G. Khosla, president of the Asso¬ 
ciation of Indian Engineering Industry, 
has also drawn attention to the difficulties 
faced by engineering units on account 
of lack of orders and other causes. At 
a meeting in Calcutta held on July 
22, this year with Brig. B.J. Shahaney, 
Director-General of Technical Develop- 


close and continuous liaison between ment Corporation has said, in a recent re- 
govemment and industry all these years? port, that “in spite of the problems faced 
Chambers of commerce and associations traditional industries in the eastern re- 

dealing with individual industries have gioi \ and CUTTtfii difficulties concerning 
been regularly putting forward their pro- crcdit and P ower » thc growing interest of 
blems and suggestions to the government f ntrc P rcneu rs is reflected in the increas- 
through memoranda as well as frequent * ng number of new companies, rising in¬ 
seminars, workshops and conferences. vestmen C ami issue of more licences and 
Nevertheless, official policies hitherto had ! ctlcrs of intcnl for new industrial projects 
lacked effective coordination and resulted ^ ^ cst ^ngal.” The total number of 
in substantial capacity lying unutilised, licences and letters of intent issued to 

It is hoped that the findings of the Bengal West Bengal was on!y 50 in 1970 but ^ his 
Chamber's study will receive careful con- increased to 148 in 1971. In 1972 there 
sideration in New Delhi. The government was a decline to 100 but in the next two 
of West Bengal should also examine to years lllcrc was an increase to 113 and 200 
what extent the chamber’s suggestions res P cctive ly* These figures reveal an en- 
can be immediately implemented. The c0Ura S in S trend. But entrepreneurs will 
state government has claimed that the ?^°. w gr f alc ^ interest and enthusiasm 
climate for investment in West Bengal * n * nvest * n 6 in West Bengal if they are 
has improved substantially. convinced that the existing industries 

are able to make better use of their capa- 
The West Bengal Industrial Develop- city and operate profitably. 


IFFCO's performance 


ment, Mr Khosla said that in spite of the The cut of Rs 150 per tonne in the prices Hitherto cooperatives had gone in for only 
priority accorded to power development of its NP 24:24 and NPK 22:22:11 and some consumer industries, such as su S j» 
and agriculture, industries such as trans- 17:17:17 fertilizers, announced by the and textiles, which did not require 
mission towers, AC SR conductors, power Indian Fanners Fertilizer Cooperative very large sums of investment. The 
tillers, and static diesel engines had re- Ltd (IFFCO), though not called for in taking up by IFFCO of the production of 
ported around 30 per cent capacity uti- terms of the last month’s decision of the fertilizers was the first attempt by our 
lisation. Wagons reported a 10 per cent union ministry of Agriculture to scale down cooperative movement to enter the capi- 
increase 1 rom 29 in 1974 to 39 per cent the prices of several types of fertilizers tal-intensive and sophisticated industrial 
in first quarter of 1975 and in structural with effect from July 18 by varying degrees, field. The Kalol and Kandla units have 
capacity utilisation fell from 31 per cent speaks well of the confidence of the organi- already entailed a capital outlay of nearly 
in 1974 to 19 per cent in the first quarter zation’s management in the operational Rs. 97 crorcs. Slightly more than 10 per 
of 1975. Cranes have been working to 32 efficiency of its two giant projects at cent of this outlay has been provided by 
per cent of capacity. He observed that Kalol and Kandla. These projects farmers* cooperatives in ten states— 
industries linked to government buying were completed and put on test produc- Gujarat, Haryana, Madhya Pradesh, 
were worse off. It remains to be seen to tion a few months ago. Maharashtra, Rajasthan. Punjab, Uttar 

what extent the higher outlay on the annu- Pradesh, Karnataka, Tamil Nadu and 

al Plan for 1975-76 especially on such sec The* above announcement, which has Andhra Pradesh, 
tors as agriculture, power, industry, mine- been followed up by eight other manu- 

rals, transport and communications will facturers of complete fertilizers, is also in Considering the vicissitudes IFFCO's 
result in larger orders for industries in the true spirit of cooperation and the programme to set up the two projects at 

West Bengal. socio-economic objectives put by IFFCO Kalol and Kandla had to undergo in the 

before itself. The reduction in IFFCO's initial stages, primarily in respect of fina- 
The Bengal Chamber has recommended prices has been given effect to from July nee, the two projects have been brought on 
that, in order to utilise the national re- jg. ft j s expected to result in a saving of stream fairly expeditiously. The letter 
sources in the most effective manner, r s 3.5 crores to the farmers in the appli- of intent for the Kandla project was 

there is “a clear need for monitoring the cation of fertilizers. issued in October, 1967. This was 

state of capacity utilisation on a regular converted into an industrial licence in 

basis^and its communication to govern- A pioneer in the establishment of large May 1970. The construction contracts 
ment , \ and that “a measure of conti- capacity fertilizer plants in the country, could not be signed before Junc-July, 

nuity in the government-industry liaison IFFCO has as well blazed a new trail 1971. The prime reason for the time 

is thus called for”. But has there not been in the industrial sector of our economy, lapse between the original conception 
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of the project and the actual negotiation 
of construction contracts was that the 
basic pattern of the project underwent a 
major change. The Kandla project was 
maintained as a complex fertilizer manu¬ 
facturing unit. It was, however, decided to 
set up ammonia and urea production 
facilities at Kalol near the sources of the 
feedstock—natural gas and naphtha— 
instead of at Kandla itself. The 
mode of foreign exchange financing 
loo had to be altered several times. 
Starting as a USAID-assisted project, it 
changed over to the idea of borrowing 
funds from foreign banks. But when the 
interest rates of foreign banks went up 
substantially, the financing pattern was 
again altered to the ultimate government- 
to-government financing, involving three 
foreign governments, namely, the United 
States, the United Kingdom and the 
Netherlands. 

Once the contracts were awarded, the 
progress of the two projects, indeed, was 
commendable. The Kalol plant, where 
ammonia and urea are to be produced 
to a capacity of 910 M.T. per day and 
396.000 M.T, per annum respectively, were 
mechanically completed on March 15 and 
October 15 last year, respectively. The 
Kandla project, where NPK fertilizers are 
to be produced to annual capacity of 375,000 
tonnes, was mechanically completed on 
August 5, 1974. The test production of 
ammonia started on November 5 and that 
of NPK fertilizers on November 28 last 
year. The test production of urea com¬ 
menced on January 31 this year. Thus, 
the two projects were biought on stream 
and achieved high rates of production in 
less than 42 months from the award of 
construction contracts—surely, no small 
an achievement, even though foreign 
equipment delivery problems delayed 
the start-up operations of the urea plam 
by about six months. 

The efficient handling of the cons¬ 
truction work, has helped in containing 
the capital costs of the two projects. Des¬ 
pite the inflationary tendencies gathe¬ 
ring momentum in 1973 both in India 
and abroad, the two projects have been 
completed and brought to commercial 
production at a cost of Rs. 97.4 
crores—only Rs. 5.8 crores more than 


the original estimate. The slight over-run 
is largely represented by interest payments 
which fell due on account of the spilling 
over of the start-up operations by about 
six months. Whereas the foreign exchange 
component of the cost has been met by 
loans to the tune of Rs 15.45 crores from 
the US and Rs 11.92 crores from the UK 
and the Netherlands (£7 million from the 
UK and DFL 3,70.500 from the Nether¬ 
lands), the rupee funds have been secured 
from cooperatives (Rs. 10.04 crores subs¬ 
criptions to equity i. government of India 
(Rs. 18 crores subscriptions to capital) 
and five loans Rs 11.23 crores from 
the government of India, Rs 11 crores 
from the Industrial Development Bank, 
Rs 10 crores from the Life Insurance 
Corporation, Rs 3 crores from the Indus¬ 
trial Finance Corporation and Rs 2 crores 
from the Unit Trust of India. The 
government of India has also provided 
rupee loans to the equivalent of the 
British loan of £ 7 million. To meet 
the over-run in costs, finances are being 
arranged from the institutional agencies, 
which loans will be duly guaranteed by 
the g nernment of Indio. 

The test runs of both the units at 
Kalol as well as those of the Kandla 
project were successfully completed by the 
middle of March this year. A very signi¬ 
ficant innovation made at the Kandla 
project has been the use of powder mono 
ammonium phosphate as an intermediate 
raw material to overcome the limitations 
of phosphoric acid supplies. 


it was no more than a coincidence that the 
Governor of the Reserve Ban!; of India was 
scheduled to address the eleventh annual general 
meeting, of the shareholders of the Reserve Bank 
within a few hours of the first atomic Comb raining 
on Hiroshima, followed by the Russian entry into 
war against Japan. Certainly when he was revi¬ 
ewing the state of finance and currency during 
the last year and outlining the problems of 
post-war economy, Sir C. D. Deshmukh himself 
did not believe that the advent of peace would 
be coming so soon after he had spol.cn. 
Nevertheless it was cuue clear that the defeat of 
Jaoan could not he long held over and at 
the time of the collapse of Germany in early may 
last, we gave the warning that the Government’s 
short-term and long-term planning work can no 


Having run its two projects for nearly 
six months during the last cooperative 
year ending June 30, in which production 
was approximately 25 per cent of the 
rated capacity, IFFCO, it is encouraging to 
note, is aiming at raising output to about 80 
per cent of the ammonia and urea-making 
capacities. A part of the ammonia output 
during the first three years of the operation 
of the Kalol plant is to be supplied to 
theTrombay unit of the Fertilizer Corpora¬ 
tion of India. Ncarlv 11,425 tonnes have 
already been supplied to this venture 
and supplies have also commenced 
to the Nangal unit. The output 
of ammonia which is to be used for 
the manufacture of urea at Kalal itself 
during the current cooperative year is 
expected to go up to nearly 260,000 tonnes 
and that of urea to 320,000 tonnes. The 
production of NPK fertilisers at Kandla, 
however, ma\ not be to the above high le¬ 
vel of capacity utilisation as much depends 
not only on the availability of phosphoric 
acid and MAP in suffi:ieni quantities but 
also on the demand for phosphatic fertili¬ 
zers. The target for the year in the case of 
NPK fertilizers has been set at 200,000 
tonnes. This means a production of 
approximately 50,000 tonnes of P 2 O s , 
which is slightlv less than 50 per cent of the 
licensed capacity of IFFCO in this line. 

The shareholding of nearly 25.000 coope¬ 
rative societies in IFFCO's two projects 
can be expected to stand in good stead 
in respect of the organisation s sales. Cur¬ 
rently, whereas the other fertilizer manu- 


longer proceed on the assumption that the advent 
of peace is a remote contingency and pleaded that 
peace—even when it comes with a clear warning— 
should not find us as sordidly unprepared as the 
.advent of war found us. The suddenness with 
which Japanese surrender came no doubt too 1 
everyone of us unawares, and more so the Govern¬ 
ments which have not yet made their post-war 
plans ready for immediate action. The Govern¬ 
ment % planning wor 1 has all the time been procee¬ 
ding at a leisurely pace and always one step behind 
the march of events. Neither could it te said that 
their plans have i een conceived on a scale commen¬ 
surate with the bigness of our tas’. The sudden 
end of the war has again jerked the governmen 
into the posture of alertness over their post-war 
economic programme. 
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factoring units in the country have been 
obliged to carry sizeable stocks of finished 
products as inventories due to slack 
demand till lately, IFFCO's inventory 
position has not been that acute, though 
in absolute terms, it might appear so. The 
urea stocks with IFFCO in the beginning 
of last month were of the order of about 
seven days' production and those of 
P 2 O a of about 33 days' output. With the 
picking up of kharif operations and the 
staggering of imports of fertilizers in terms 
of the decision of the government about 
two months ago, the inventory position of 
IFFCO would have improved considerably. 
The organisation currently supplies fertili¬ 
zers to all the ten states from where the 
cooperative societies have subscribed to 
its share capital. 

Despite the above advantage in marke¬ 
ting, IFFCO, significantly enough, is not 
relaxing its efforts at the promotion 
of fertilizer use. Its trained extension 
workers, numbering about 200, are still 
keeping an intimate contact with the co¬ 
operative infrastructure and the farming 
community. This should be helpful to 
IFFCO when as a result of the commission¬ 
ing of the SPIC, Mangalore, Barauni and 
Namrup expansion projects and the 
acceleration of production at Kalol and 
Kandla, the indigenous supply of fertili¬ 
zers this year goes up by about half a 
million tonnes of nitrogen alone. 

The expansion plans of IFFCO too are 
understood to be making steady headway 
These include the setting up of a half-a- 
million tonnes urea plant at Phulpur in 
UP and a phosphoric acid plant at Kandla 
to produce 240,000 tonnes of phosphoric 
acid. High priority is being accorded to 
the construction of the Phulpur plant, the 
foundation stone of which was laid by 
Mrs Indira Gandhi in January last year. * 
Originally estimated to cost Rs. 165 crores, 
this unit might now entail, thanks to infla¬ 
tion, an expenditure of Rs 180/190 crorcs 
if executed as initially planned. How¬ 
ever, IFFCO has been fortunate in that 
naphtha has been made available to this 
project as feedstock with the result that 
the estimates can be held within Rs 150 
crores. The World Bank has sanctioned 
a loan of $109 million (Rs. 85 crorcs) for 
meeting the foreign exchange cost of the 
project. For meeting the rupee expendituie, 


the constituent co-operatives of IFFCO 
are expected to contribute nearly Rs. 22 
crorcs and the government of India ap¬ 
proximately Rs 40 crores. The rest of the 
capital requirements arc envisaged to be 
met through loans from a consortium of 
Indian financing institutions, including 
banks. 

A good deal of preliminary work has 
already been completed in regard to the 
Phulpur project. Some work, however, 
may have to be redone as a result of the 
permission granted by the government of 
India recently to basethis project on naph¬ 
tha instead of fuel oil. The change in the 
feedstock has been allowed in view of the 
expectations of the easing of naphtha 
availability by the time the project goes on 
stream in 1978. 

The implementation of the phosphoric 
acid plant at Kandla, however, is proposed 
to be phased out, primarily due to financial 
stringency. The ultimate capacity of 240,000 
tonnes of phosphoric acid is now envisaged 
to be established in two stages. During 
the lirst phase, 120,000 tonnes capacity 
is to be established. Along with the 
settingup of the phosphoric acid plant. 


the NPK capacity at Kandla is also pro¬ 
posed to be raised to 9,00,000 tonnes per 
annum. The entire programme is estimated 
to cost Rs 65 crores—about Rs 5 crores 
more than the original estimate. 

Having successfully pioneered the entry 
of co-opcratives in the capital-intensive 
industrial field, the IFFCO management 
feels that co-operatives in the near future 
may also enter such other farm-oriented 
industries as tractors, irrigation pumps, 
diesel engines, agricultural implements, 
pesticides, chemicals, rice and dal mills, 
oil extraction plants, ginning mills, etc. 
This, indeed, will be a great step forward 
by our co-operative movemert and 
should augur well for not only 
agricultural development but also for 
taking the message of industry to the 
countryside. 

It, of course, is too early lo judge the 
profitability of IFFCO, as the working of 
its manufacturing units has just entered 
the stage of commercial production. It 
is, however, heartening to note that stage 
of commercial production has been re¬ 
ached without undue accumulated losses. 
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P. N. Malhan 


POINT OF VIEW 


Thousand flowers can bloom 


Unemployment among the educated 
youth in India is a colossal problem. Can 
it be tackled? Can we stop the brain drain 
and end cases of human tragedy and 
frustration by creating self-employment 
opportunities for the educated youth, 
including those who are technically and 
commercially qualified? That two engi¬ 
neers at Ahmedabad and one former 
army officer at Delhi have started sale of 
vegetables through improved method is an 
act of individual initiative. Japan built her 
export-oriented small industries by the 
introduction of simple light machinery 
on a labour intensive basis. The growth 
of ancillary and eoltage industries 
in Holland the Scandinavian and 
east ‘European countries was another 
way to solve the unemployment 
problem. The banks stimulated entre¬ 
preneurial development by acting as 
catalyst in multiplying the productivity 
of capital in Japan, West Germany, 
France and other European countries. 
Holland evolved technical consultancy 
services in which field engineers in colla¬ 
boration with research institutes provided 
specialised knowledge to the small manu¬ 
facturers. 

Some partial solutions and program¬ 
mes were mooted in the past in India 
too: in the Sapru report, the schemes of 
the ministry of Technology and the 
Council of Industrial Research as well as 
in the plans relating to the Land Army, 
the Rural Works Programme, the Com¬ 
munity Development, National Extension 
Projects, Maharashtra Job Guarantee 
Plan and the ‘Village Challo’ movement. 
But these schemes never sought to tackle 
adequately the self-employment prob¬ 
lem, nor did they launch massive sup¬ 
porting plans of bankable projects nor 
evolved suitable infrastructures. 

right focus 

The Planning Commission in its draft 
Fifth Plan report however shifted its 
focus in the right direction. Apart from 
general programmes of extending employ¬ 
ment opportunities, it initiated a plan 
to create more opportunities on self- 
employment basis in four areas: (l) the 
traditional small industrial sector; (2) 
the sector producing mass consumption 
articles; (3) export promotion-based 
industries; and (4) industries in selected 


growth centres in semi-urban, rural and 
backward areas. To this end, it envi¬ 
saged labour intensive programme with 
self-employment potential and multiplier 
effect in particular for the educated 
unemployed and technical personnel. It 
also asked the state governments to 
secure maximum employment for the 
educated unemployed but with minimum 
direct government investment and 
support. The programmes under this 
plan are to use institutional finance and 
government assistance only for purposes 
of providing seed capital, margin money 
and for meeting training expanses and 
incidentals. The plan sought to proceed 
by phases and, to start with, it intended 
to concentrate on specific categories of 
unemployed. wz, (i) technicians regis¬ 
tered with the employment exchanges on 
December 31, 1972 and still unemp¬ 
loyed: (2) educated unemployed either 
from families having no sources of 
income or those who belong to scheduled 
castes, backward classes, scheduled 
tribes and minorities; (3) disabled 
educated youngsters: and (4) war 
widows. 

new dimensions 

The problem has now assumed more 
helpful dimensions in the new dynamic 
policy of integrated rural development 
through intensive agriculture in small 
farms coupled with agro-oriented indus¬ 
tries through adequate support of finances 
and other inputs as well as servicing 
and marketing facilities. For successful 
implementation of this bouyant pro¬ 
gramme, however limited, there is need 
to streamline the ill-conceived and inade¬ 
quate infrastructure that obtains * today 
to meet the multifarious requirements of 
entrepreneurs. The system has been 
slow and the procedure has been conser¬ 
vative and static and involves the inter¬ 
action of too many authorities for entre¬ 
preneurs to starL with their projects. 

To provide a workable basis for the 
scheme of entrepreneurial development 
a five-fold strategy is needed: (1) identi¬ 
fication of bankable projects and prepara¬ 
tion of project profiles; (2) grooming 
of entrepreneurs; (3) provision of sinews 
and facilities to make products and 
services of the new projects growingly 
and competitively marketable; (4) offer¬ 


ing continuous consultancy to entre¬ 
preneurs; and ( 5 ) building up an inte¬ 
grated and responsive infrastructure for 
entreprenurial development. 

Apart from employment opportuni¬ 
ties to be created by the specific plans 
or the new economic programme as such, 
the traditional small and medium indus¬ 
trial sectors in rural and urban areas 
will continue to provide an infinite scope 
for self-employment-based entrepre¬ 
neurial development. The increasing 
old and new demand and local resources 
based small scale aero, home and cottage 
industries as well as the accompanying 
service, supply and distribution units 
offer a vast field of new opportunities. 

large opening 

Small scale and medium industries 
producing mass consumption articles and 
ancillary units feeding the large and 
medium sectors together can also pro¬ 
vide large openings to the budding entre¬ 
preneurs. In this sector the sewing 
machine, boiler, steam and internal 
combustion engine, locomotive, rolling 
stock, automobile, agricultural and earth 
moving machinery, commcrical office and 
household equipment, industrial faste¬ 
ners, domestic electric appliances, stainless 
steel cutlery, electronic goods, air condi¬ 
tioners, cold storage equipment, thermo¬ 
plastic, mineral oil, ferrous castings, food 
processing, leather and sports goods 
industries have great scope for starling 
new ancillary service and replacement 
enterprises. 

The export promotion industries, 
especially the engineering goods, cotton 
textiles, handicrafts and electronics, 
hold a vast promise to engineers. In 
addition to these recognised sectors the 
development industrial research and aid 
giving institutions can probe other areas 
for locating opportunities and there 
should be no dearth of them in our ex¬ 
panding economy. With the help of 
agricultural and other universities, techni¬ 
cal institutions, employment buieaus 
development banks and other agencies 
involved in the process of techno consul¬ 
tancy, a data bank can be set up which 
can provide documented information to 
the needy entrepreneurs. 

Whatever the field chosen, entrepre- 
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neurs must be put on their feet. They 
require credit and other inputs and 
techno-consultancy at various phases of 
project development as well as common 
operational and marketing facilities, 
cheap equipment and material. For this 
purpose the entrepreneurial development 
infrastructure must adopt a flexible and 
sympathetic policy. 

The consultancy service, which is to 
be integrated with finance and training 
programmes would be required at the 
pre-investment stage for detailed plann¬ 
ing of projects, drawing up of profiles 
and completion of application forms for 
obtaining loan, accommodation, water, 
power, finances, raw materials etc. At 
the second phase entrepreneurs would 
need consultancy for the preparation of 
detailed project reports for implementa¬ 
tion, scheduling of financial inputs 
and for building purposes. Consul¬ 
tancy for production and management 
in the third phase will be required for 
the manufacturing process, productivity, 
costing, pricing, product marketing and 
promotion, inventory control, labour 
and financial management and the like. 

Entrepreneurial development requires 
coordination and timely supply of inputs. 

It also calls for collaboration on the 
part of various authorities involved— 
governmental, bank, small scale industrial, 
technical and other development agencies. 
The banks ha\c to accept the role of a 
venture bank as suggested by the Thakkar 
Committee, as pleaded bv the union 
Finance ministers from lime to time and 
as contemplated now by the regional rural 
banks scheme. For coordination between 
the consultancy, financing and training 
infrastructures as well as collaborative 
functioning of incentives, market in¬ 
telligence and research will have to be 
assured. 

improved technology 

Improvement in technology is indeed 
very important in small scale and medium 
industrial sectors and it is for want of 
this that many entrepreneurs in the 
past had gone out of gear. Greatest 
attention is therefore required to be paid 
to this aspect. If Japan's experience 
could proxide any guidance, it is the 
cumulative jcsiill. of myriads of re¬ 
latively small improvements in techno¬ 
logy which do not depart radically From 
traditional ones and would not require 
large units of new investments that can 
provide wholesome improvements in our 
industry. Much of the really subs¬ 
tantial ecuiunic growth in India 
will also he required to be sought 
in terms of modest type of improved 
technology \vhi< U can be easily adopted 


at minimum cost and yet offer more 
production and better returns or 
incomes. 

In several states there already exist 
agencies which can provide package of 
services needed for setting up suitable 
new enterprises. These will have to be 
activised and extended to meet the in¬ 
creasing demands lor entrepreneurs in the 
developing rural areas. It is gratifying 
that the Planning Commission and now 
the new economic programme after the 
emergency have underscored the urgent 
need in this respect. Consistent with the 
new programme, suitable administrative, 
financial and procedural measures will 
have to be adopted to ensure ethical 
and efiicicnt business practices and pro¬ 
fessionalism of management among the 
new entrepreneurs. 

important lesson 

One important lesson that we can 
learn from successful countries in 
this direction is the need of dynamic field 
work. Inputs and consultancy must be 
provided to the entrepreneurs on lime. 
This obviously requires an integrated 
management and multi-tiered machinery 
(at block, district, state and central 
levels) with headquarters (as in Japan) 
located at the Prime Minister's Secre¬ 
tariat or at other appropriate level to 
ensure centralised direction and full 
financial and administrative backing. 
The procedure requires to be expeditious 
and helpful to avoid frustration among 
the entrepreneurs. All this warrants 
a policy of dynamic administration and 
a quick-moving and responsive machinery 
which can offer timely consultancy, seed 
capital, technical aid and training to the 
applicants as also provide assistance in 
procuring cheap raw materials and equip¬ 
ment. The infrastructure must also 
ensure provision of marketing intelligence, 
research and distribution facilities. 

The existing institutional aid inacha- 
nism has not achieved much results 
because the main responsibility had been 
placed on the state governments which 
lack means and management ability in 
the matter. The role of development 
credit giving institutions has been passive 
and too much credit-worthy biased. The 
need is to evolve a bold strategy of 
helping entrepreneurs more actively at 
all stages to enable them to achieve 
break-through as early as possible. Also 
efforts will be required to stimulate these 
entreprcneural enterprises to grow 
gradually into large and progressive 
ventures. Intelligence and documented 
information on sale outlets, research 
and development would help the new 
entrepreneurs to grow quickly and market 


their wares on a competitive basis. The 
government being the single large pur¬ 
chaser can also encourage the budding 
entrepreneurs by purchasing their pro¬ 
ducts and services on preferential terms. 

A conglomaration of men, machines 
and money however will not by itself 
make a successful enterprise, just as 
musical instruments alone will not pro¬ 
duce soul-stirring music. The kingpin 
in the whole scheme of self employment 
is the entrepreneur who has to deliver 
the end results. His selection and 
grooming is thus of utmost importance. 
This task requires first the selection of a 
person with right attitude and then train¬ 
ing him to grow into a right type of 
entrepreneur. A person who is merely a 
manager or an investor expecting quick 
returns can not be a good entrepreneur, 
nor can be an accountant or a sales 
manager or a production engineer who 
looks upon things from only a particu¬ 
lar angle. Also will be excluded from the 
list a person who likes to run the concern 
in a traditional way. True that an entren- 
prenur has to be a bit of all these, but 
he has to be something more. He is to be 
basically a committed mafi who can con¬ 
ceive an idea, execute it into a workable 
and viable project, promote it to secure 
investment and assistance from govern¬ 
ment and developmental agencies and 
manage it efficiently to be able to sell his 
product and services in the market on 
profit and competitive basis. 

mortality rate 

Studies have shown that in nearly 97 
per cent of all business failures the under¬ 
lying reasons arc ill-management and weak 
planning. To be specific these could be 
inadequate sales, heavy operational ex¬ 
penses, expensive capital and fixed assets, 
poor location or any other operational 
defect. It has however been observed that 
mortality in the case of a new small busi¬ 
ness is lower than in a bigger undertaking 
and that it occurs mostly in the first few 
years. The key to success therefore is a spirit 
of venturesomeness and efficient manage¬ 
ment. Unfortunately our social values place 
great emphasis on security and immediate 
return. This value will have to be trans¬ 
formed in favour of a dashing spirit of 
innovativeness, courage to explore new 
areas and efficient husbanding of resour¬ 
ces and opportunities. The lest of 
managerial ability is the capacity to 
utilise efficiently inputs financial, 
material and human -in such a manner 
as to increase the cost effectiveness and 
to promote a chain of productive and 
socially useful activities which can stand 
the test of healthy competition. 

Managerial dynamism or resourceful¬ 
ness are the gift bestowed only on a 
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few, but they can also be cultivated and 
acquired through professional and 
managerial training. It. is therefore the 
duty of the welfare state to stimulate 
and encourage promising entrepreneurs 


who can employ new ideas, new ways of 
looking at things and new ways of plan¬ 
ning and managing things. The govern¬ 
mental and voluntary developmental 
agencies in India must all pool their 


resources and coordinate their aid consul¬ 
tancy and training programmes in order 
to create a congenial climate and soil 
for thousands of new entrepreneurial 
flowers to bloom. 


Recent trends in fundamental economics 

S. K. Ray 


Economics during the last few decades 
has shown a propensity to get itself 
enmeshed in mathematics. What started 
with branches of economics such as 
demography and statistics, has now swept 
over the greater part of monetary and 
applied economics, including planning 
and development. 

It is necessary to appreciate the extent 
of this trend and its impact on the study 
and research in different branches of 
economics, fundamental economics in¬ 
clusive. 

The trend started in Keynes' heyday, 
and, while discussing a group of economic 
variables in the Pigovian economics, 
Keynes found it necessary to caution 
against extreme mathcmalisation of 
economic analysis. 

The latest trend of mathematising 
economics has increasingly confined eco¬ 
nomic dissertations to what may be called 
a non-competitive group. This became 
manifest particularly in the latci post- 
Keynesian period, and more than most 
in the works of monetary and pricing 
theorists. A whole new branch of com¬ 
pletely mathematical economics, some¬ 
times being loosely grouped as funda¬ 
mental economics, has also developed, 
spearheaded by Samuelson in recent 
times. Some of the consumers' surplus 
theorists have also taken to intricate 
mathematical models and presentations. 

Keynes’ caution 

It was in his General Theory of Em¬ 
ployment , Interest and Money that Kevncs 
cautioned against the excessive tendency 
of mathematising the study of economics. 
He said, “too large a proportion of 
recent mathematical economics are mere 
concoctions.. .which allow the author to 
lose sight of the complexities and inter¬ 
dependencies of the real work in a maze 
of presentations and unhelpful symbols.” 
(Keynes— The General Theory of Employ¬ 
ment , Interest and Money ; Appendix to 
Chapter 19; Macmillan & Co., London, 
1951). 

Keynes for one thing had always em¬ 


phasised that there is no point in build¬ 
ing up a theory on a pyramid of presump¬ 
tions, both at the base as also at the 
tiers and the apex, where such pre¬ 
sumptions are dissociated from the 
economic variables which are played in 
respect of the economic phenomena 
which such economic theory aims to 
explain. One cannot say that such an 
approach was unique to Pigou. for even 
economists like Marshall and Kalin in 
the days of Clascal economics tended 
to do so. But while Marshall and Kahn 
had never meant to ,ay that their theories 
covered all possible economic variables 
relevant to a theory, Pigou reduced his 
theories (of employment and wages) to 
an exercise in simplicity and assump¬ 
tions. 

exploratory approach 

It is true that Marshall and Kahn 
were exploring m the new concepts of 
economics and laving down the infra¬ 
structure of economic research They 
did no t know of many of the economic 
force*, at play, and many of the economic 
variables remained to be identified, but 
they did Linders ore this exploratory 
approach in then dissertations. They 
did not cover up the inadequacies of 
their research in. what Keynes later 
deeribed as, a mu/e of symbols. 

Keynes look up cudgels against 
extreme mathcmalisation of economics, 
for the first time while writing a critique 
on Pigou's tieatise. Theory of Lnemploy- 
ment. According to Keynes, we may 
regard Pigou's volume at the most as a 
noil-causative investigation into the 
functional relationship which determines 
what level of real wages will correspond 
to any given level of employment. But 
his theory has not been able, according 
to Keynes, of telling us what determines 
the actual level of employment; and on 
the problem of involuntary unemploy¬ 
ment it has no direct bearing. These 
are, in fact, only two of the main inade¬ 
quacies that Keynes had spotlighted in 
his criticism, but lie has referred to a host 
of others. (Kevncs ibid). 

The main charge of Keynes against 


the Pigovian theory of employment has 
been the alleged attempt to detract from 
the absence of adequate causative 
investigation in a mathematical cobweb, 
with symbols and models galore. 

wooden block 

Keynes has been rather merciless in 
upbraiding Pigou's mathematical formu¬ 
lations. What Kevncs has criticised in 
his maynwn opu ■> is nothing short of a 
veritable demolition. 

Pigou wanted to wnie a book, and, 
therefore, he wrote one. While doing so, 
he picked up a number of wooden blocks, 
so to say, which were his premises, 
and he butlt his theory in this treatise 
on the edifice of these blocks. It so hap¬ 
pened that these blocks were all wooden 
or, in other words, presumptive and 
divorced from the realities. As a result, 
his theory had nothing to do with a 
correct exposition of facts, or with 
pragmatic deduction of conclusions there¬ 
from. in an effort to determine fiscal 
policies on economic development. 

C hamberlin, and a host of other 
economists, like Kurihara in later years, 
supported Key nes to the hilt, and a 
number of them (particularly Trillin) 
established by didactic analysis that 
Keynes was correct in his conclusions 
about too much reliance on mathemati¬ 
cal models in the formulation of econo¬ 
mic theories and their subsequent appli¬ 
cations. 

According to Keynesian school of 
thought, the pitfalls of a pseudo-mathe- 
maiical methods which can make no 
progress except by making everything a 
function of a single variable, and assum¬ 
ing that all the partial differentials 
vanish, could noi be better illustrated 
than in Pigou’s work. “For it is no good 
to admit later that there are in lact 
other variables, and yet to proceed with¬ 
out re-writing uplo that point.” (Kcyne-. 
— ibid). And this is exactly what Pigou 
did, and so too did many of the later 
fundamental theorists. 

Economics from the time of Marshall 
to Kuzncls has been considered basically 
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as a study in humanities. A part of 
economic research during the last two 
decades* taking a leaf from Pigou, how¬ 
ever, has made it a study more in econo¬ 
metrics rather than in economics. Increas¬ 
ing recourse has been taken to contain 
economic laws to finely chiselled pro¬ 
pensities. The age-old belief that eco¬ 
nomic laws cannot be axiomated with 
physical laws has been ignored. 

In order to fit economic theories into 
statistical or mathematical models, a 
large number of assumptions have been 
made and economic laws have been re¬ 
duced to the category of straitjacket 
rules or norms of algebra or arithmalic. 

In this category of economic research 
too much has been made of the economic 
laws. The flexible economic law' of 
yesterday has been made to take the shape 
ofa geometric theorem, so to say, in order 
to mathematisc the framework of mone¬ 
tary management and fiscal policy or 
plans for development. 

isolated scholarship 

The extent to which this has been 
done is not any more in the nature of 
an isolated scholarship, or a Pigovian 
eccentricity, as Keynes would have put 
it. The phenomenon today covers a sub¬ 
stantial part of post-Keynesian econo¬ 
mic thought, at least during the last 
two decades. 

The trend has had two immediate 
effects. Eirst, fundamental economics is 
fast becoming a preserve of the mathema¬ 
tical specialist. Even brilliant exponents 
of economics, whose mainstay has not 
been mathematics, feel like outcastes as 
far as today’s exposition of economic 
phenomena in the range of fundamental 
economics is concerned. This has happen¬ 
ed not only in government circles like 
the planning and the tariff commissions 
and economic study groups, but also in 
the mainstream of economic scholarship. 

Secondly, the application of econo¬ 
mics in today's finance, commerce, fiscal 
and tariff policies, international trade, 
planning and development, has become 
presumptive rather than pragmatic. 
Plans are being worked out in 
different areas of economic thought 
based on conclusions derived from a 
number of mathematical models, which 
themselves have been worked out from 
predetermined norms formulated on the 
basis of geometric, quantific, statistical, 
demographic or such other mathemati¬ 
cal appraisals. 

That is all right, as far as it goes. 
Trouble has arisen in view of the fact 
that in many cases these models have 
been raised on inadequate investigation 
of economic phenomena which were irra¬ 
tionally simplified by casting away a 


number of variables on which researches 
have not been made, and taking recourse 
to presumptions in respect of some 
others. 

In such analyses flexibility is the im¬ 
mediate casualty. A typical mathema¬ 
tical formulation of this nature resembles 
a building where it is difficult to demo¬ 
lish a wall or a pillar without demolish¬ 
ing the entire structure or a substantial 
part of it. 

In economics as a humanitarian sci¬ 
ence, in the sense wc understand it, 
changes in the socio-economic pheno¬ 
mena, or in relevant substantive 
or peripheral economic laws, have 
been duly reckoned with, and adjust¬ 
ments made in the ideation of the 
economic theory and the ramifica¬ 
tion of planning and development. 
Contrary to many of today’s mathema¬ 
tical projections of economic thought, 
economics in the humanitarian sense 
used to be based on a continuous process 
of exploration, and, let us admit, used to 
make room for adjustments in the theory 
as also in the dynamics of development. 

We never thought that once an eco¬ 
nomic law' was given, it was perfect, and 
that it would determine all future deve¬ 
lopments based on it, or in pursuance of 
it. I he law- itself was subjected to con¬ 
tinuous research and would often give 
way to a new law, it found necessary, 
from fresh findings and explorations. It 
has not been, as it is in today's mathe¬ 
matical economics that a law was supreme 
once and for all. 

the theory 

To give an example of such a pheno¬ 
menon, we again revert to Pigou. 
In his Economics of Unemployment , 
Pigou theorised, “with perfectly free 
competition amongst working people and 
labour perfectly mobile, the nature of 
relationship (i.e. between the real wage 
rates for which people stipulate and the 
demand function for labour) will be very 
simple. There will always be a strong 
tendency for wage rates to be so related 
to demand that everybody is employed. 
Hence, in stable conditions everyone will 
actually be employed.’* 

There is no doubt that such a simpli¬ 
fication of the realities as Pigou had to 
adopt in order to fit his premises to a 
theory does not stand the test of today’s 
economic behaviour. Pigou propounded 
this theory by taking recourse to mathe¬ 
matical presumptions and models, and 
preferred to ignore all the while a large 
number of variables—not that he was not 
vaguely aware of some of the possible 
variables. 

Ibis is what happens when an econo¬ 


mic law, once formulated, is idealised as 
a conformist norm of economic behavi¬ 
our. It becomes so rigid that it ceases 
to be applicable in actual fiscal and 
monetary policies. It ceases to become 
applicable once the presumptions are 
proved wrong or new factors complicate 
the simplified assumptions. 

automising knowledge 

Today’s mathematical economics is 
fast becoming a science in which we are 
increasingly trying to automatise knowle¬ 
dge and making the doctrine subservient 
to trends, norms or patterns or whatever 
wc might call it. Even in the formula- 
lion of our planning strategics, through 
economic models based on mathematics, 
\vc frequently get away from our coiiclu- 
sions, however much divorced from re¬ 
alities they might be. 

Even though not initially discovered, 
but brought about by subsequent changes 
in circumstances, we cannot break our 
house of cards of a mathematical model. 
This is because of our mental and 
theoretical allegiance to certain presumed 
mathematical premises, on which we 
initially build our theory. It was in this 
context, in a way, that the Min has con¬ 
troversy arose. 

This experience is becoming more 
manifest in developing economics, where 
even die study and application of hum¬ 
anitarian economics had not reached a 
degree of development. In these coun¬ 
tries, including our own, cultivation of 
economics was next to nothing in govern¬ 
ment establishments or commissions, and 
even in the universities it seldom went 
beyond a study and appreciation of the 
classics and was hardly ever manifest in 
any independent work of authority. 

Faking shelter under mathematical 
economics, it has today generally become 
more or less an cxccrcise in arithmatic. 
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based on norms and presumptions. In 
the applied branches of economics such as 
planning and development, therefore, 
this is giving rise to a host of distortions 
in the economy with every wave of 
change in circumstances. 

A lot of naivette has permeated eco¬ 


nomic analysis and it is being increa¬ 
singly felt that an economic theory needs 
to be built more on a complete in¬ 
vestigation of economic variables rather 
than on a host of presumptions, window- 
dressing the latter by mathematisation. 
liven in fundamental economics, a char¬ 


latan tendency to overlook vital factors 
should be deprecated. In formulating an 
economic theory on a fiscal or monetary 
policy, there is no objection to the use 
of mathematics but not to partial or 
complete exclusion of an objective ana¬ 
lysis of all the relevant eco lomic forces. 


Performance of Unit Trust of India B. R. Ananthan 


The Unit Trust of India, first of its kind 
to be in the public sector in the world, 
was established in 1964 under the Unit 
Trust of India Act of 1964. Out of the 
two institutional security buyers in the 
country, DTI is one, the other being Life 
Insurance Corporation of India. It has 
already completed a decade’s yeomen ser¬ 
vice towards the industrial development 
of the country. 

The basic objective of the UTI is to 
offer both small and large investors the 
means of acquiring shares in the widen¬ 
ing prospei ity resulting from the steady 
industrial growth of the country. It helps 
the country by channelling savings into 
productive investments. This aside, it 
helps the industries, both existing and 
new ones, by directly participating in 
their capital structure in the form of buy¬ 
ing equities, and debentures and 
indirectly by underwriting the new capital 
issues. 

Investment institutions have the res¬ 
ponsibility of incalculating investment 
habit in the people on the one side and 
helping industries in various ways on the 
other. How far UTI has been successful 
in its endeavour is a question to be ans¬ 
wered. An evaluation of various Unit 
schemes and investment policies framed 
during the last decade would give the 
answer. 

tax incentives 

Under the UTI Act the trust 
is authorised to make a Unit scheme 
for carrying on the business of a Unit 
Trust. Under the scheme, the face value 
of each unit is not to be less than Rs 10 
or more than Rs 100. To popularise 
the Units and amass savings by 
inculcating the investment habit, cer¬ 
tain incentives in the form of tax con¬ 
cessions have been given to the Unit 
holders. The trust is exempted from 
the payment of any type of tax on its 
income. In the beginning, individual 
unit holders were exempted from income 
tax on income upto Rs 1,000 received 
from the Trust. Subsequently a presi¬ 
dential ordinance amending the UTI Act 


and the Indian Trusts Act raised the 
exemption limits f"r income and wealth 
tax payers who imesl in units. While the 
exemption limit lor income tax on in¬ 
come from units has been raised to Rs. 
5,000 including income from certain 
approved investments, that for wealth lax 
has been raised upward from Rs. 1.5 
lakh to Rs. 1.75 lakh provided Rs 25,000 
of it are invested m units. In fact this 
tax incentive has hcen one of the factors 
in pushing up the unit sales fiom Rs 19.1 
crores in 1964-to t > Rs 30.64 crores m 
1973-74. 

sales asrangements 

Io suit the dliferent classes of savcis. 
UTI formulated different Unit schemes 
from time to time. For promoting the 
sale of Units, tlv 1 1 list has built up a 
network of sak^ arrangements. The 
number of nppiuvcd agents and brokers 
have gone tip from 3641 and 362 in 1972- 
73 to 4481 and 579 in 1973-74 respecti¬ 
vely. Besides the 1'rust’s offices, sale of 
units is also earned out at over 16.0(H) 
branches of the k.-dmg banks and 20,537 
post-offices in the eoimtiv. I he various 
unit plans evolved by U 11 are : 

(a) Re-inuMinciit Plan(b) C hildren’s 
Gift Plan, (e» Voluntary Savings Plan, 
and (d) Unit 1 inked Insurance Plan. 

The re-in'e ainem plan, introduced in 
1966. enable^ the unit holders auto¬ 
matic reinvestment of their dividend in¬ 
come in fui,her units. I his plan has 
become quite popular and sales of units 
and the number of participants in it have 
increased Lem Rs. 9 crores and 21.333 in 

1972- 73 to Rs. I.T crores and 25,794 in 

1973- 74 respect iv )\. 

In July 1970 the Trust introduced the 
Children's Gift Plan. It enables the 
building up of capital over a period of 
years in Hie form of units in favour of 
minor children lor their use when they 
arc 21 years of age. During 1973-74 the 
Trust received 3173 applications for pur¬ 
chase of units amounting to Rs 75.42 
lakhs compared with 2333 applications 
for Rs 58.59 lakhs during the preceding 
year. 

The Voluntary Savings Plan was in¬ 


troduced in 1969. At the end of June 
1974, the outstanding sales under the 
Plan amounted to Rs. 7 04 lakhs. Pay¬ 
ments made under the plan since its incep¬ 
tion had not been satisfactory and, there¬ 
fore, the plan was terminated from June 
30, 1974. 

Unit Linked Insurance Plan, formula- 
led in co-operation with the l ife Insu¬ 
rance Corporation of India, was brought 
into operation in October 197L- During 
the year, 2742 persons with a target amount 
of Rs 2.19 crores joined the plan. Sale 
of units under the plan increased from 
Rs 12.96 lakhs in 1972-73 to Rs 33.03 
lakhs in 1973-74. As on June 30, 1974 
Units sold and outstanding aggregated to 
Rs. 48.97 lakhs in respect of 4519 appli¬ 
cations. The progress of the plan could 
have been better as this is a contractual 
savings plan with the advantage of insu¬ 
rance cover. 

The Trust's investment policy is dec¬ 
lared to be balanced, the fund being inves¬ 
ted in both equity and fixed income securi¬ 
ties. But the Trust appears to be conserva¬ 
tive in taking security-wise investmant 
decisions as is reflected in Table 1. 

investible funds 

The total investible funds of Rs 
172.09 crores were invested oves a large 
number of industries. Investment in 
ordinary and preference shares and deben¬ 
tures amounted to Rs 77.90 crores, Rs 
16.38 crores and Rs 53.22 crores respecti¬ 
vely. Money at call with banks amoun¬ 
ted to Rs6.l crores as against Rs 5.54 
crores in 1972-73, a decline of Rs 0.56 
crores. The balance was invested in go¬ 
vernment securities, corporation bonds, 
advance deposits for shares and deben¬ 
tures, bridging finance to companies or 
fixed deposits with companies. Equity 
investment of around 45 per cent (which 
was less than 40 per cent in earlier years) 
clearly brings home the conservatism on 
the part of UTI. But conservatism on 
the part of Trust in quite understandable 
because of its monolithic nature. Besides, 
the investments of the Trust are to be 
valued daily in order to determine the 
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sale and repurchase prices of the Units. 
This consideration bars the Trust to 
invest in unquoted securities. But even 
without these constraints, the Trust could 
be bolder in the sense that it could diver¬ 
sify its equity investment in order to 
enable the growth-companies to expand 


further, though the returns could be had 
only in the long run. It is quite dis¬ 
heartening to note that its investment in 
the income-companies ranges From 90-95 
per cent of its total investible funds 
whereas investment in growth-companies 
account for less than one per cent, in 


Tabu- I 

Employment of UTFs Funds as on June 30, 1973 and June 30, 1974, 

Category wise. 


Type of Investment 


Investment 
(Rs. in cro- 
res) 


Percentage 
to total 
Investible 
Funds 


Percentaget 
to total 
Invest¬ 
ments in 
Corporate 
Securities 



30.6.73 

30.6.74 

30.6.73 

30.6.74 

30.6.73 

30.6.74 

Ordinary Shares 

60.73* 

77.90* 

42.8 

45.3 

49.1 

52.8 

Preference Shares 

14.86 

16.38 

10.5 

9.5 

12.0 

11.1 

Debentures 

48.10 

r i 
r i 

i/~j 

33.9 

30.9 

38.9 

36.1 

Total investment in Cor¬ 
porate Securities 

123.69 

147.50 

85.7 

85.7 

100.0 

100.0 

Bonds of Public Corpora¬ 
tions and Govt. Securi¬ 
ties 

0.22 

0.26 

0.1 

0.2 



Advance deposits in res¬ 







pect of ordinary shares, 
preference shares and 
debentures 

7.76 

10.19 

5.5 

5.9 



Advance call deposits 

0.03 

0.02 

+ 

4 - 



Bridging Finance 

0.80 

1.70 

2.5 

1.0 



Other Deposits 

3.25 

5.86 

,2.3 

3.4 



Application Money 

0.67 

0.42 

0.5 

0.2 



Money at Call with Banks 

5.54 

6.14 

3.9 

3.6 



Total 

141.96** 

172.09** 

100.0 

100.0 




t Covers fund of both the 1964 and the 1971 Unit Scheme. 

* Includes investment in nationalised banks. 

** Inclusive of stamp duties, commission, transfar fee etc. capitalised. 
+ Less than 0.05 per cent. 


the long-run interest of the country’s 
industrial progress, the Trust could 
balance its equity investment, of course, 
not by risking the unit-holders’ money, 
but on a selective basis. This requires 
some dynamism on the part of UTI. 

An analysis of industry-wise invest¬ 
ments of the Trust given in Table II indi¬ 
cates the continued predominance of texti¬ 
les and engineering industries. These 
together formed about 32 per cent of the 
total investment in securities. This was 
followed by iron and steel, chemicals 
and phramceuticals, electricity genera¬ 
tion and supply which together accounted 
for about 28 per cent of the total invest¬ 
ments. Transpoit-equipment, cement 
and aluminium were the other individual 
groups in which the Trust had sizable 
investments. 

satisfactory performance 

Looking at the resources, the divi¬ 
dends declared \car after year and diver¬ 
sified investment portfolio of the UTI, 
the decade’s performance of the Trust 
appears to be quite satisfactory. Table 
III shows the dividend declared by UTI 
since its inception. 

There is no doubt that UTI has 
evoked a good deal of interest among 
the investing public and has thrown open 
fresh area of investment. But to what 
extent has it contributed to the spread 
of investment habit? The answer is 
quite unsatisfactory. Units arc quite 
popular in areas of habitual investment 
—concentrated in western India follow¬ 
ed by an average interest in the north 
and cast and very poor response in the 
south. Of course this is directly in 
proportion to the stock market activity 
in the respective zones. The stock 
market had rarely been active in the 
south. 

Companies in south are, by and 
large, family holdings. There are also 
not many industrial houses of the 
stature of those seen in Bombay and 
Calcutta coming out with fre¬ 
quent expansion programmes. The result 
is a dormant stock market in whose 
activities there is no widespread interest. 


Source : RBI Bulletin November, p. 2147 1974. 
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holdings has been widespread for a 
number of years in the western region. 
There is a keen desire to float medium 
and large sized companies with the help 
of institutional finance supplemented by 
public subscription. Unfortunately, 
there has been no such desire on the 
part of the entrepreneurs in southern 
states. The result is the continuation 
of a large number of medium si?ed com¬ 
panies which finance expansion schemes 
through internal financing. 

Karnataka and Tamil Nadu are now 
desirous of breaking through their almost 
dead stock market and are trying to 

Table 


industrialise through state or joint ven¬ 
tures. Recently there has been consi¬ 
derable increase in the acquisition of 
Letters of Intent and licences for 
medium and large scale industries. 
With the capability of governments, such 
as Karnataka and Tamil Nadu, to raise 
large additional resources through intelli¬ 
gent mobilization efforts, it might be 
considered whether they cannot canalise 
these towards stimulating the intenM 
of the public in investment. They can 
even think in terms of formulating a 
state level unit trusts. After all, these 
states have been highly successful in 
schemes such as lotteries which are 

II 


proving to be unprofitable in most 
other states. Instead of offering the 
public a chance to gamble, they can try 
to give it a participation in large compa- 

Tabij III 

Dividend Declared by UTf 


Year 

Dividend 

Year 

Dividend 


percen¬ 


percen¬ 


tage 


tage 

1964-65 

6-1% 

1970-71 

to 

1965-66 to 

1971-72 

8.o 

1967-68 

7.0% 

1972-73 

8.25% 

1968-69 

7-1% 

1973-74 

8.5% 

1969-7) 

7.2% 

1974-75 

8.6% 


Industry-wise Investment of the UTI as on June 30, 1973 

and June 30, 1974 Source: U 11 Annual Reports. 

(Rs in lakhs) 


— 

-.- .—.. - -.- 

--- 

• • 

- - - — 

- - 

nies that are being floated. If a begin- 


Industry 

Total Investment 

Percentage 

to Total 

ning is made in this direction, at least 
within the next decade, interest towards 

1. 

Aluminium (Basic and bound- 

30.6.73 

30 6.74 

30.6.73 

30.6.74 

investment vvill spread. 

promoting shareholding 


ries 

710.63 

751 u 

5.75 

5.09 

It is the duly of institutions like the 

2. 

Banks and Investment Companies 

260.34 

297.92 

2.10 

2.02 

UTI to try to spread the investment 

3. 

Cement 

862.88 

991.68 

6.98 

6.72 

habit. An institution of this type has 

4. 

Chamicals and Pharmaceuti¬ 
cals 

971.09 

1,344.99 

7.85 

9.07 

the responsibility, besides ensuring 
a steady return to the unit-holders. 

r 

. 

Coal 

45.00 

45.01 

0.36 

0.31 

to promote shareholding among a wider 
cross-section of people. Rather than 

6. 

Electricity Generation and 

Supply 

1,291.63 

1327. 

10.44 

9.00 

concerning only with return and profit¬ 
ability of operations by taking up the 

7. 

Engineering 

1777.07 

2145.53 

14.37 

14.55 

line of least resistance such a . confining 

8. 

Glass & Potteries 

33.2S 

47 07 

0.2 7 

0.32 

its operation largely in areas where 

9. 

Iron & Steel (Basic and f oun¬ 
dries 

1124.93 

1446.39 

0.09 

9.77 

shareholding habit is familiar, the UTI 
must mo'.e out cither by the formation 

10* 

Paper and Paper Products 

349.97 

4S 1.1s 

2.8 3 

3.2t> 

of regional unit trusts or by more 

1J. 

12- 

Plantations (Rubber, Coffee, 
Tea) 

Shipping 

143.58 

162.45 

157.30 

25.0.72 

1.16 

1.31 

1.07 

1,70 

intense activity in areas not familior with 
units and investment in shaics. 

In the years since UTI has 

13. 

Sugar 

224.13 

244.89 

1.82 

1.16 

been formed there has been little 

14. 

Textiles 

2202.34 

2527.89 

17.81 

17.14 

that has been discernible in the 

15. 

Transport Equipment 

853.09 

1049.23 

6.90 

7.11 

form of increasing awareness on the part 

16, 

Rubber & Rubber Manu¬ 
factures 

289.39 ’ 

441.41 

2.34 

2.99 

of the public of the southern region to¬ 
wards units or the UTI. It is not sufficient 

17. 

Miscellaneous 

1066.46 

1216.09 

8.62 

8.24 

to merely select a few large companies 



12369.06 

14750.41 

100.00 

100.00 

for investment purposes and show bright 
balance sheets. Its object should be to 
spread consciousness for industr i.tl 



Source: 

R.B.I. Bulletin, NoV.74, p. 2148 

investment through a positive role in 
areas hitherto unexplored. 
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WINDO W DN THE WORLD I 

World’s eye view Jossleyn Hennessy, London 


I 

Decelerating Inflation in 
W. Europe 

Tm: world-wide economic recession took 
a sharp turn for the worse in the winter 
of 1974-75. The main reason for this 
was (a) the restrictive policy pursued by 
a number of countries to combat infla¬ 
tion and (b) balance of payments diffi¬ 
culties the effect of which on output was 
magnified by the large rise in oil prices. 
The steep increase in unemployment 
persuaded the economic authorities to 
ease the restrictions or to take expansio¬ 
nary measures. However, moderation 
still was imposed by considerations of 
stabilisation and external policy. 

In western Europe the economic 
recession has taken a marked turn for 
the worse. One contributory factor was 
the spreading i f the recession to fiance, 
Italy and Belgium. Demand forecasts 
in these countries had at first been opti¬ 
mistic alier the oil shock had been 
absorbed, not least because inflation 
was accelerating. But in the light of 
the unexpectedly harsh restrictive policies 
in the latter part of 1974 and of the reces¬ 
sive trend in West Germany and the non- 
European industrial countries, the e did 
not materialise. Generally, involuntary 
stock building in western Europe increa¬ 
sed. This promoted companies in basic 
industries, and in the motor industry in 
particular, to make large cuts in pro¬ 
duction in the late autumn of 1974. I he 
recession in the building industry also 
continued. Capacity utilisation in the 
economy as a whole dropped sharply. 

reduced working hours 

I he rise in unemployment accelerated. 
However, the unemployment figures 
inadequately reflect the extent of under¬ 
employment. C uts in the standard work¬ 
ing hours and cutbacks in overtime apart, 
short time working was introduced on a 
considerable scale, compulsory leave- 
taking imposed and limits put on the 
employment of foreigners. In a number 
of countries too, the unemployment 
statistics did not reflect the increase in 
the number of unemployed school- 
leavers. The deterioration in employ¬ 
ment helped to reduce the number of 
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strikes and slow down the rise in nomi¬ 
nal wages in most countries. 

The expansion in private consump¬ 
tion slackened with unexpected sudden¬ 
ness in almost all countries during the 
winter. The crucial factor here, apart 
from the slower rise in real disposable 
incomes, was the marked increase in the 
propensity to save, particular the rise 
in precautionary saving because of in¬ 
creased unemployment. 

The demand for investment goods 1,;^ 
turned down sharply in most countries. 
In several, where investment demand 
was still relatively brisk until the sum¬ 
mer of 1974, c.g., in France, Belgium 
and Austria, expansion slowed down 
markedly. The low increase in private 
consumption and the downturn in ex¬ 
ports, as well as the simultaneous decline 
in profit rates, had a strong negalivt 
impact on industry’s investment plans. 
Investment in the energy sector too 
looks like falling short of expectations, 
not least because of the uncertainty over 
future trends in oil prices. Order 
books in the building industry, parti¬ 
cularly for housebuilding, slimmed 
further in all countries. High financing 
costs and subsequent sales problems 
caused a large housing stockpile to build 
up. 

The economic slowdown produced 
a fall in real imports from other areas. 
By contrast, western Europe’s real ex¬ 
ports were probably stagnating. Exports 
to the OPEC countries, as well as to the 
CMEA countries, continued to expand 
briskly, but exports to the non-European 
industrial countries and the oil-import¬ 
ing third world countries fell. Almost 
all the western European countries cut 
back their trade deficits. A contributory 
factor in this was the improvement in 
the terms of trade. Import prices 
have increased far less than export prices, 
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mainly because of the downward pressure 
on raw material prices exerted by the 
economic downturn, but partly helped 
by revaluation against the dollar. 

The inflationary process has slowed 
down in almost all countries during the 
winter months. At first this applied only 
to price at the producer level, but even¬ 
tually a deceleration in prices became 
apparent at the consumer level, loo. 
The toughly restrictive policies most 
countries had adopted by last summer 
increasingly limited opportunities to pass 
on cost increases, rhe rise in vOst> was 
also moderated by the drop in impor¬ 
ted raw material pr.ces and the fall 
in interest rate*. The trend in wages is 
beginning to show first reactions to the 
deterioration in the labour market; pro¬ 
ductivity h*»s probably in fact been 
falling because of the drop in capacity 
utilisation. 

expansionary measures 

In view of increasing underemploy¬ 
ment a lining number of countries -led 
by West Germany and Holland—switch¬ 
ed to an expansionary economic policy. 
But the measures were often selective and 
came in relatively small doses, since in 
niwst countries the slowdown in 
the pace of wage and price rises 
and the improvement in the 
balunwc of payments did not seem to 
have pone far enough. Britain actually 
found itself obliged to rc-impose res¬ 
trictive measures in its recent budget 
(having eased the company sector’s t*\ 
burden as recently as tlu. end of 1974) 
in order to moderate the expansion in 
private consumption and in the public 
sector. 

The expansive measures now under 
way will make their effect fJt against 
the recessive forces (lining the course 
of the year though only slowly to begin 
with. Thus consumers will be slow to 
abandon their restraint. in the house¬ 
building sector, a quick revival is ruled 
out by long-term interest rates conti¬ 
nuing at a high level and the presence 
of large stocks of newly-built but still 
empty flats. In most countries, these 
prospects mean that an accelerated ex¬ 
pansion in industry’s productive capacity 
is unlikely in the near futuie. The gov- 
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eminent measures and the prospect of an 
improved economic situation in the non- 
European industrial countries will first 
of all show up in a turnround in stock 
building. In western Europe as a whole, 
real gross national product in 1975 will 
grow by about one per cent, after two per 
cent in 1974. 

II 

The United States 

The United States, after a drop in 
output and demand over the past year, 
now finds itself in the most serious 
recession since the beginning of the thir¬ 
ties. Production cutbacks in industry, 
and construction got even woisc at the 
turn of 1974-75 when it was clear that 
the stabilisation of demand expected for 
last autumn hud not materialised. But 
recently there have been signs that the 
nadir of the recession has not been 
reached. Industry's new orders have 
been picking up slightly for the first 
time in a long while. Excess stocks 
too have been run down. 

The sharp drop in output since the 
autumn of 1974 produced a very big 
rise in unemployment. By the spring 
of 1975 the unemployment ratio had 
risen to nearly nine per cent. But for the 
growing number of unemployed people 
who have abandoned the search for a 
job, it would have been even higher. 
Short time was still on the increase too. 
Although the prospects arc improving 
for a gradual levelling out in the em¬ 
ployment over the next few months, the 
unemployment ratio will continue to 
rise until the end of the year as the 
working population is still growing. 

The rise in prices has slowed down 
markedly in response to recent restric¬ 
tive policies. Prices of basic materials 
at the wholesale level have been easing 
considerably since mid-1975, and 
since the beginning of 1975 food 
prices have been falling too. Given 
the increasing slump in demand 
price rises in industrial products too 
have been slowing down markedly, even 
though for the moment wage costs 
continue to rise strongly, not least be¬ 
cause labour productivity has been 
dropping despite the considerable re¬ 
duction in employment. Consumer 
prices in the early months of this year 
were rising at a current annual rate of 
only about 71 per cent, after more than 
20 per cent in late summer 1974. Be¬ 
cause capacity utilisation continues to 
fall, the rate of price increases during 
the course of this year will probably be 
further reduced, particularly since cost 
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pressures will diminish as nominal wage 
rises gradually decrease. 

The steep fall in demand in the 
United States and the improved compe¬ 
titive position due to dollar devaluations 
over the past few years did much 
to bring about the tendency towards a 
trade surplus in evidence since mid- 
1974. In 1974 the trade deficit was 
about S3,000 million. Leaving out 
spending on oil imports, roughly 
trebled since 1973, the export 
surplus rose to about S 20,000 million 
in 1974, after s 53,000 million in 1973. 
The balance of payments did slide well 
back into the red towards the end of 

1974, but this was due mainly to capital 
outflows encouraged by interest rate diffe¬ 
rentials. This in turn caused a devalu¬ 
ation of the dollar which, however, 
came to hall in the spring of 1975 when 
the other industrial countries brought 
their interest rates down. 

declining demand for credit 

Central bank and government delay¬ 
ed their changes in economic policy 
until there could no longer be any 
doubt about the slowdown in prices, but 
when uncmplovmcnt had already risen 
very steeply. Ahhough interest rates had 
been falling comparatively shar¬ 
ply during the previous year, this was 
mainly because oi the steep decline in the 
demand for credit. A larger cut in interest 
rates, which a faster expansion in the 
money supply would have brought about, 
was prevented b\ the central bank, mainly 
for reasons of exchange rate policy. In 
fact the rate of increase in the money 
supply declined continuously until Feb¬ 
ruary. 1975. It was only the sharp 
drop in interest rates in other industrial 
countries which recently enabled the 
Federal Reserve Board to allow a faster 
expansion in the money supply. 

Financial poiic\ too tended to res¬ 
train demand until the beginning of 

1975. Abhough there have been.conti¬ 
nuously growing deficits in public spend¬ 
ing since 19 7.’. these were due mainly 
to lower tax revenues caused by cyclical 
factors. Moreover, this caused subor¬ 
dinate area authorities to spend pro- 
cyclically. Iiw.k only the recent tax 
cuts and additional expenditure pro¬ 
grammes (hat set financial policy on an 
expansionary course. 

The measures taken will have sti¬ 
mulating effect, but a quick economic 
upturn looks unlikely. Initially, the 
recovery will probably be supported 
entirely by private consumer demand, 
the decline of which until the end of 
1974 was the main factor in the down- 
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turn. As a result of the tax cuts, 
private house-holds’ disposable incomes 
—with inflation slowing down—in real 
terms will rise. According to recent 
surveys, the high savings ratio is not 
expected to increase further. In the 
wake of a gradual improvement in in¬ 
come prospects, but also of consider¬ 
able cuts in interest rates, the car and 
housebuilding industries—i.e., the sec¬ 
tors which until recently suffered the 
largest decline in sales—are likely to 
register an upturn in demand in the later 
part of 1975. 

Private investment will probably 
continue to fall, despite the investment 
incentives offered. Given the recent 
plummeting in capacity utilisation, 
investment plans have been drastically- 
revised downwards. A further drop in 
investment, however, will be an expan¬ 
sion of capacities in the energy sector 
and by a rise in expenditure on environ¬ 
mental protection. 

This constellation suggests that out¬ 
put will rise again from now' on, al¬ 
though not fast enough for capacity 
utilisation in the economy as a whole 
already to start rising again. Real Gross 
National Product in 1975 is likely to fall 
by some four per cent (drop in 1974: 2.2 
per cent). A new economic upswing 
in the United States is not to be expected 
before 1976. 

Ill 

Japan's Success 

The economic situation in Japan 
deteriorated during 1974. The decline in 
industrial production accelerated in the 
second half. In January, 1975. industrial 
production had fallen about 18 per cent 
below the level of a year earlier. As a 
corollary, unemployment increased rapid¬ 
ly towards the end of the year. 

Real domestic demand declined in the 
winter of 1974-75. Private consumption 
in the last quarter of 1974 fell as the steep 
rise in prices and increasing unemploy¬ 
ment reduced real incomes: but consump¬ 
tion may have risen slightly since then 
in view of the marked slowdown in infla¬ 
tion. The unfavourable trend in sales 
and falling utilisation of productive 
capacity caused companies to cut back 
investment. Slack demand caused ex¬ 
tensive involuntary stockbuilding. The 
downturn was slightly curbed by the rise 
in public investment activity and in 
spending on private housebuilding. Ex¬ 
port demand has been providing no ex¬ 
pansionary impulses since the end of last 
year. 

In 1974 exports by volume had grown 
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16 per cent on the previous year while 
imports in real terms had dropped one 
per cent. This brought a staggering 
improvement—compared with other in¬ 
dustrial countries—in the trade balance 
in the course of the year: after a deficit 
of $66,000 million in the first half, in the 
second half the trade balance showed a 
surplus of $ 200 million. 

Since the end of the year the rise in 
consumer prices has considerably slowed 
down. In the first two months of 1975 
it was running at an annual rate of only 
about four per cent, after around 25 per 
cent in the autumn of 1974. When it 
become apparent that the unions were 
getting markedly more moderate in their 
wage demands, the government found 
itself able to introduce expansionary 
measures. It started off with an econo¬ 
mic policy programme in February, fol¬ 
lowed by further measures in March and 
a cut in the discount rate in April. 

Demand is likely to stagnate until 
about now when there should be an 
upturn in domestic demand based on 
the measures already introduced. Once 
the recession among important trade 
partners comes to an end—particularly 
in the United States—demand from 
abroad is likely to start expanding again. 
Real Gross Domestic Product in 1975 is 
forecast to rise by one to two per cent on 
last year (after a drop of 1.8 per cent in 
1974). 

IV 

World Trade 

The recession in the western countries 
caused a decline in world trade during 
the last months of last year. But over 
1974 as a whole, trade was probably still 
increasing by about five per cent in real 
terms (after 14 per cent in 1973). Because 
of rapid inflation, the nominal rate of 
increase was 47 per cent (dollar terms, 
excluding eastern bloc). 

In the first few months of this year 
world trade probably declined farther ; 
but a marked recovery can be expected 
in the later part of the year. The average 
volume in 1975, however, will be no big¬ 
ger than in 1974. The industrial count¬ 
ries' imports—which tend to set the pace 
—will be lower than last year while the 
oil exporting countries’ imports will 
continue to expand strongly. Other 
developing countries' imports arc more 
likely to fall than to rise in view of 
their precarious financial situation, 
exacerbated by the downturn in commo¬ 
dity prices. 

The deterioration in the industrial 
countries' terms of trade, which started 
with the commodity boom at the end of 
1972 and accelerated in the wake of the 
oil crisis, came to a standstill around the 


middle of 1974. From then on, a fall on 
commodity prices and rising export 
prices for industrial products brought a 
slight improvement. 

The steep fall of prices in the world 
markets for industrial raw materials, 
which started in May, 1974, generally 
came to a halt around the turn of the 
year. Only steel prices continued to 
fall steeply in the export markets; by 
contrast, non-ferrous metal, rubber and 
man-made fibre prices remained relati¬ 
vely stable. For a number of raw 
materials the bottom of the present sl ump 
seems to have been reached. Prices for 
industrial raw materials (excluding fuels) 
are currently on average 28 per cent 
lower than at the peak of the preceding 
boom. 

Because of the steep drop in indust¬ 
rial production in western countries since 
last autumn, consumption of raw mate¬ 
rials has fallen to an unusually low level; 
manufactures also still seem unwilling 
to replenish their stocks of raw materials 
which dropped steeply last year. The 
unfavourable trend in demand would 
certainly have caused an even larger fall 
in prices had the commodity producers 
not gone in for support buying and cut 
back their production. 

This policy of keeping supplies scarce 
will probably continue to prevent price 
cuts in the next few months while de¬ 
mand continues weak. But it is hardly 
likely to start prices rising again. For that 
to happen, the expected change in the 
world economic situation would have to 
get going. Once the raw material process¬ 
ors become convinced that production 
and sales of industrial products will start 
rising again steadily, they are likely to 
abandon their cautious stocks policy. 
Thus, the first impetus for a new rise in 
raw material prices, still in the course of 
this year, will come from a change in 
stockbuilding. 

In the food markets, pessimistic har¬ 
vest estimates had ensured that the price 
boom continued to the end of 1974. Since 
then prices in these markets have been 
turning down too, since the view had 
prevailed that the supply situation can be 
expected to improve during the 1975-76 
harvest year, if not before. 

V 

Sober Optimism 

The expansionary measures taken in 
almost all the industrial countries justify 
the assumption that the decline in output 
will be halted this summer and a general 
recovery of demand and output will grad¬ 
ually make itself felt. The prospects for 
this have been considerably improved by 
the undeniable progress in moderating 
price and wage increases in many count¬ 


ries, particularly in West Germany, the 
United States and Japan. The impulses 
from these countries together with inter¬ 
nal support measures, can be expected to 
bring a turnround in other countries as 
well. The expected change in stockbuil¬ 
ding will prop up recovery. Even so, the 
utilisation of productive capacity in the 
economy as a whole will continue to fall 
for the rest of the year in most countries, 
so unemployment will continue to rise 
though at a slower rate. 

The low capacity utilisation, which 
implies considerable gains in productivity 
suggests that prices will continue to stabi¬ 
lise this year, despite the expansionary 
financial and monetary measures. So the 
conflict between the diflereni aims of 
economic policy will tend to become less 
acute for the first time in a long while. 
Seen against the background of a relaxa¬ 
tion in the distribution struggle, the path 
chosen by most countries of an easier 
financial policy and a cautious expansion 
in the monetary field look like a strategy 
which will permit the simultaneous pursuit 
of the twin goals of employment and 
stability. On the other hand, an over- 
expansionary policy would start to push 
up wages and prices again too quickly, 
while an ovcr-cautious expansion would 
jeopardise hopes of averting a world wide 
recession. 

better payments balance 

The move away from restrictions was 
helped along by the fact that the indust¬ 
rial countries’ payments balances did 
better than expected. In the second half 
of 1974 the deficit in the balance of goods 
and services was cut back considerably 
because of rapidly increasing demand 
from the oil-exporting countries and the 
drop in the industrial countries’ real 
imports triggered by the recession—with 
the terms of trade slightly improving 
again at the same time. Whether this 
trend, which is still continuing, will act¬ 
ually produce a thorough-going improve¬ 
ment in the balance of payments situa¬ 
tion is doubtful. If the economy picks 
up, the industrial countries* deficits could 
once again increase. Moreover, up to 
now there has been no sign that the 
imbalances between the industrial count¬ 
ries will diminish significantly, since there 
is little hope of surplus and deficit 
countries establishing a sufficient diffe¬ 
rential in their capacity utilisation. 

The oil-importing developing count¬ 
ries are particularly hard hit by the reces¬ 
sion in the industrial countries. The 
decline in raw material prices has cut 
their export earnings considerably, so 
that given the large rise in the cost of 
their imports, their balances of goods 
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and services have plunged deeply into the 
red. The economic recovery in the 
industrial countries will eventually push 
up their export earnings again. But 
until then only large-scale financial help 
can prevent market cutbacks in their 


imports which would hamper economic 
activity. 

Sources and acknowledgements : The 
foregoing summarises an exclusive report 
in the latest issue of the Economic Bulle¬ 


tin of the Deutsches Institut Fur Wirt- 
schaftsforchung (5, Koenigin Luisc Stras- 
sc, Berlin 33), but the DIW is responsi¬ 
ble neither for my wording nor for my 
interspersed comments. 


If winter comes... 


E. B. Brook, Vienna 


Till. Helsinki declaration has been sign¬ 
ed. Half of Europe is returning from its 
summer holidays and the other half is 
just beginning them. To the optimistic 
there could not be a belter combination 
of friendly international and personal cir¬ 
cumstances. the more so as the Americas 
have come closer together by lifting the 
ban on Cuba and Africa has just conclu¬ 
ded a demonstration of unity at the con¬ 
ference in Kampala. 

fl would be pleasant to leave this 
midsummer sketch of amity unblemished 
but a few shadows must be added to 
make the picture realistic. The North 
Sea oil is providing disappointments in 
low-^icld and some dry wells, the unity 
of the Common Market is being spoiled 
once ag iin as wine-growers in southern 
France block roads and railways to pre¬ 
vent Italian wine from being imported. 
Not so long ago Belgian farmers rioted 
in Brussels itself to obtain what they cal¬ 
led a living wage and only two months 
ago British fishermen were blockading 
their ports to keep out Norwegian and 
French fish and British farmers over¬ 
turning truckloads of French eggs. All 
of which suggests that the summer holi¬ 
days may be not much than a breathing 
space in disputes and some treaties not 
much more than a pause befote new con¬ 
frontations. 

bright spots 

There are, all th; same, quite a num¬ 
ber of bright economic spots in the can- 
takcrous economic gloom which it would 
be churlish as well as inaccurate to ignore. 
The holidays themselves arc a case in 
point. Last year the tourist trade on tra¬ 
vel, hotels and amusements felt the full 
effect of Europe’s shock at the increased 
fuel prices. The most hopeful estimates 
made last year were that the number of 
foreign holidays taken this summer would 
be about five per cent down on 1974 
or 30 per cent below the high 1973 level. 
Instead, it is likely that the season will 
end with a five per cent overall increase 
in summer bookings, or only 20 per cent 
below 1973. In central Europe the figu¬ 
res are even better with maximum book¬ 
ings from early June to the end of 
August. 

Another sign ol individual prosperity 
in a world of inflation, growing unemp¬ 
loyment and falling production is that 


between 60 and 70 per cent of all holiday 
transport is by private car. The roads 
through Austria between Germany and 
Italy and Yugoslavia are described as 
“metal tunnels” as the prosperous Ger¬ 
mans leave for and return from their 
annual holidays in southern sun and as 
southern "guest workers” pack their 
families into second-hand cars to go home 
in the work-slack season. 

minis losing ground 

The small car, also, is on its way out 
- -belying the forecasts two years ago that 
dearer petrol would drive the bigger car 
from the roads. In W. Germany the “guest 
worker”, the local touchstone of sparing 
buying, will no longer look at the small 
second-hand car. Sensitive to trends, 
manufacturers arc making fewer minis 
and semi-minis, the rather larger Golf 
has taken the place of the durable Volk¬ 
swagen as the best-seller from Wolfsburg. 
The small German car-owner is changing 
his "Volks” for something bigger and 
more showy, being unable to tolerate the 
possibility of his “guest worker” passing 
him on the road in a bigger, if older, 
model. 

But if it is true, in the words of the 
old saw ‘if wintei comes can spring be 
far behind?" it is equally inescapable 
that if August has come September is 
most uncomfortably close. September 
is the spoil-sport which brings back all 
the old worries, when conferences begin 
to abound and when it becomes obvious 
that winter cannot be far behind either. 
And autumn and winter this year are go¬ 
ing to mean even higher oil prices, with 
dearer petrol and costlier home ‘warming 
and lighting. Conscious of this psycho¬ 
logical anti-ciimax. both France and West 
Germany are priming their plans for bet¬ 
ter economic performance. The West 
Germans are injecting huge funds into 
their economy io improve production, 
quality and sales. The French Parliament 
is meeting early in September to 
examine measures designed to swing the 
national economy out of its current 
recession. 

The West German effort is hast¬ 
ened by consciousness of general 
elections next year; the French by a 
deter mini nation to keep up with 
their German neighbours and dispel the 
impression that they are indifferent fore¬ 


ign traders. National output in France this 
year is unlikly to show more than very 
marginal increase, despite the govern¬ 
ment’s expectation of a real growth of 
about one per cent. Unemployment is 
likely to grow both in France and West 
Germany and to leap ahead in unfortu¬ 
nate Britain whose pound sterling, after 
a brief partial recovery, seems to be slip¬ 
ping back to record depths again. It is 
not a cheering thought that nearly 10 per 
cent of the work force in Britain, over 
six per cent in West Germany and nearly 
live per cent in France is enforcedly idle. 
Like the West Germans, the French are 
expected to pump an extra 15 billion 
francs (nearly £2 billion) into their 
economy to encourage a recovery 
programme. 

For the so-called developing countries 
there is hope, if initiative is taken soon, 
in the discussions in the commodities 
committee of the UN conference on 
Trade and Development in Geneva, The 
UNCTAD secretary-general, Mr Gamani 
Corea, has a plan for a $6,000 million fund 
(half in cash and the rest on call) to 
finance stockpiles of lea, sugar, jute and 
hard fibres, coffee, cocoa, copper, rubber, 
tin and cotton. At the moment there 
js little more than benign general ap¬ 
proval of the idea and, unless it is given 
a vigorous push before and during the 
coming autumn glut of economic and 
other conferences, nothing more will be 
heard of it till December. 

major breakthrough 

Mr Corea appears to be dauntingly 
content to wait for what he described last 
week as a “major breakthrough" at the 
fourth UNCTAD general conference 
scheduled for Nairobi early next summer. 
His plan is, generally, a good one but 
it could easily become enmeshed in a 
round of committees, delegations and 
reports. This should be avoided and 
raw material producers should urge 
constant action. ‘UNCTAD, like everyone 
with an indea to sell, should get on 
the road to push it for all it is worth. 
Consumer-producer cooperation, which 
the fund would imply, is likely to get 
farther than producer cartels which hard¬ 
liners at the Dakar talks in February 
seemed to favour. If UNCTAD makes its 
voice heard in Europe’s chancelleries very 
soon much red-tape delay can be avoided. 
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TRADE 

WINDS 


Exim Bank Report 

Tin: Export-Import Bank 
Committee has finalised and 
submitted its recommendations 
to the government. The re¬ 
port was signed and formally 
handed over to the union 
Commerce minister, Prof. D.P. 
Chattopadhyaya, recently. The 
committee, which was appoin¬ 
ted by the government earlier, 
was functioning under the 
chairmanship of Mr B.D. 
Kumar, Chief Controller of 
Imports and Exports. Other 
members of the committee in¬ 
cluded representatives of the 
Department of Banking, mini¬ 
stry of Finance, State Bank of 
India, Industrial Development 
Bank of India, Export Credit 
and Guarantee Corporation. 
Tata Exports Limited and the 
Economic Adviser, ministry of 
Commerce. 

The committee was 
appointed to have an in- 
depth study of the questions 
of the adequacy of existing ex¬ 
port finance agencies, the need 
for specialised institution such 
as Exporl-rmport Bank, as in 
other countries, the blue print 
of such an institution, the via¬ 
bility of the new institution 
as a financial venture as well 
as the time the new institu¬ 
tion would take to organise it¬ 
self and whether the new bank 
would be able to meet the 
needs of inland centre* which 
were currently met by the net¬ 
work of the commercial banks. 

ECGC 

The Export Credit and Gua¬ 
rantee Corporation has main¬ 
tained an impressive rate of 
growth during the first six 
months of 1975. The value 
of shipments covered under in¬ 
surance policies and the 
amount of advances granted by 
banks under ECGC guarantees 


during January-June 1975, was 
Rs 951 crorcs registering an in¬ 
crease of nearly 30 per cent 
over the corresponding period 
[of 1974. The share of poli¬ 
cies amounted to Rs 153 cro- 
res showing an increase of 42 
per cent over Januarv-June 
1974. 

The overall business under¬ 
written by the Corporation 
during last year was Rs. 1634 
crores. The corporation has 
an ambitious target of un¬ 
derwriting during the current 
year to the amount of Rs 2000 
crores. Premimum income 
from underwriting export cre¬ 
dit risks and guaranteeing ex¬ 
port finance by banks incrcsed 
by 41 per cent. Claims paid 
were Rs 2.07 crores in the first 
six months of 1975 as against 
Rs 1.69 crores in the corres¬ 
ponding period of last year. 
The corporation has also been 
covering new contracts for the 
export of capital goods and 
turn-key projects. The recent 
enlargement of its cover for, 
turn-key projects and construe-'* 
tion works abroad and counter 
guarantees to banks for bid 
bonds, arc expected to pro¬ 
vide necessary fillip to exports 
of capital goods, turn-key pro¬ 
jects and construction projects 
abroad. 

Trade Deficit 

Latest export and import 
figures available for April to' 
June show an adverse balance 
of trade to the tune of Rs 
197.20 croies. Exports during 
the period are placed at Rs 
784.94 crores and imports at 
Rs 982.14 crores. The cor¬ 
responding figure during 1974 
were Rs 643.19 crores for ex¬ 
ports and Rs 974.01 crores for 
imports, leading to a trade 
deficit of Rs 330.82 crores. 
During 1975 June alone, ex¬ 
ports totalled Rs 289.36 crores 


and imports Rs 381.41 crores 
resulting in a trade deficit of 
Rs 92.05 crores. The figures 
for June 1974 were: exports Rs 
253.67 crores and imports Rs 
342.17 crores. The trade defi¬ 
cit was Rs 88.50 crores. A 
spokesman of the Commerce 
ministry stated that the ex¬ 
port target for 1975-76 was Rs 
3,800 crores, which represented 
a 12 per cent increase over last 
year. He was not in a posi¬ 
tion to give a projection of the 
import bill as decisions on im¬ 
port items such as food, fer¬ 
tiliser, fuel and industrial raw 
materials were being made by 
other ministries. 

Raw Material Imports 

The union government has 
decided to allow prime con- 
tractors to import raw mate¬ 
rials and components required 
for fabrication in the commis¬ 
sioning of projects. Permis¬ 
sion to import such items, 
however, is subject to the con¬ 
ditions that the imported raw 
material should be fabricated 
on the account of the contrac¬ 
tors by the approved producer. 
The producer will not be al¬ 
lowed to include the imported 
raw material obtained by him 
from the contractors for the 
purpose of fabrication in his 
consumption certificate for 
grant of further licences based 
on past consumption. 

Small Exporters 

Keeping in view the diffi¬ 
culties of the small exporters 
in giving bank gaurantee, the 
government has offered two 
concessions this year. The first 
is that whereas other expor¬ 
ters have to give a bank gua¬ 
rantee for an amount equal to 
50 per cent of the value of the 
advance licence, the small 
scale manufacturers can give a 
bank guarantee for 25 per cent 
of the value of advance licence. 
The second concession is that 
whereas in the case of other 
exporters, no bank guarantee 
is taken if the value of the 
advance licence is Rs 5 lakhs 
or more, in case of small scale 
exporters such amount is 
Rs 2.51 lakhs or more, said 
Mr Vishwanath Pratap Singh, 
union deputy minister of 
Commerce white inaugurating 
a Seminar on ‘Import and 


Export Policy vis-a-vis the 
small scale industries' orga¬ 
nised by the Federation of 
Associations of Small Indus 
tries of India recently. He 
asked the federation to play 
a greater role in the rapid im¬ 
plementation of the fifth Plan 
and achieve the objectives laid 
down therein of increasing the 
number of small scale units to 
160,000 by the end of the 
Plan. This would contribute 
substantially to the growth of 
industrial production in the 
country, he added. 

Progress in Shipping 

Tlie Shipping Corporation 
of India and Mogul Line Limi¬ 
ted, both public sector under¬ 
takings, have been advised by 
the minister of Shipping and 
Transport, Mr Uma Shankar 
Dikshit, to synchronise their 
plans for the acquisition of 
ships with operational plans. 
They should identify shortages 
of various types of vessels 
and make efforts to acquire 
them so that there was com¬ 
plete coordination between 
the availability of specific 
vessels to carry the required 
cargo. The minister, who was 
meeting the senior officers 
of the ministry recently, wan¬ 
ted that the shipping com¬ 
panies should draw quarterly, 
half-yearly and yearly plans 
and lay down priorities for 
achieving the short-term and 
long-term targets without 
delay. The minister of state 
for Shipping, Mr H.M. Trivedi 
and the secretary, Mr M. Ruma- 
krishnayya, were among those 
who attended the meeting. 

The country at present has 
a total operative tonnage of 
3.9 million GRT with addi¬ 
tional 1.9 million GRT on 
order. The third very large 
crude carrier which was earlier 
ordered on Yugoslavia had 
been replaced by three bulk 
carriers of 42,000 GRT each. 
In respect of five product- 
carriers now on order, the 
first one has already been re¬ 
ceived, second and third will 
be delivered by the end of the 
current year, and the rest, by 
August next year. 

Reviewing the progress at 
various ports, Mr Dikshit 
desired that wherever there 
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were any bottlenecks they 
should be handled expediti¬ 
ously and an all-out effort 
made to streamline the servi¬ 
ces to the shippers. Fast 
mechanised loading plants 
were being set up at Marmu- 
goa, Madras and Visakha- 
patnam. When in operation, 
each will acquire the capacity 
of increasing their loading 
capacity to 8.000 tonnes per 
hour. At Marmugao the fast 
ore-loading plant with a capa¬ 
city of handling 8000 tonnes 
per hour was expected to be 
completed and commissioned 
next year. Another fast mech¬ 
anised ore-loading plant has 
been taken up at I he Madras 
port. This will also have a 
capacity of loading 8000 ton¬ 
nes per hour capable of load¬ 
ing a 60.000 DWT vessel in a 
single day. At Visakhapat- 
nam fast loading plant, the 
construction of conveyor belt 
system was underway. By 
the end of the current year, 
the port will be able to handle 
4000 tonnes per hour wnich 
by next year would reach the 
installed capacity of 8000 ton¬ 
nes per hour. At Paradccp a 


draught of 39 feet has been 
achieved. A new genera] car¬ 
go berth had been completed, 
as also 80 per cent of the sea 
wall. The ore handling plant 
at Haldia was under erection. 

Considerable progress has 
been made on the Integrated 
Development Programme of 
the Hindustan Shipyard Limit¬ 
ed and the construction work 
at the Cochin shipyard. About 
81 per cent of the work has so 
far been completed at a cost 
of Rs 6.09 crores. The pro¬ 
ject is aimed at attaining a 
production target of 2.65 
ships of Pioneer class aggre¬ 
gating 57,000 DWT annually. 
The dry dock project of the 
shipyard had achieved consi¬ 
derable progress. The work 
on the dry dock of the ship¬ 
yard is nearing completion. 
This would provide dry dock¬ 
ing facilities for the ships con¬ 
structed at the yard before 
they are delivered to the 
owners and also to undertake 
underwater repairs on a large 
scale. The planning and con¬ 
struction of the Cochin ship¬ 
yard was being executed with 


technical consultancy provided 
by Mitsubishi of Japan. The 
progress of work on ship¬ 
building has been completed 
on most of items except the 
building dock, where the work 
was progressing. 

IDBI 

The export wing of the 
Industrial Development Bank 
of India will be restructured 
to attend to the special requi¬ 
rements of project exports, 
Commerce minister. Prof. 
D.P. Chattopadhyaya announ- 
cen recently. Addressing the 
chairman and secretaries of 
export promotion organisa¬ 
tions, he stated that the lend¬ 
ing attitudes of financial insti¬ 
tutions would have to change 
considerably, if wc undertake 
the fulfilment of large-value 
contracts involving the export 
of capital goods on deferred 
payment terms. Prof. Chat¬ 
topadhyaya added that the 
government had to think ab¬ 
out setting up a separate finan¬ 
cial institution for the pur¬ 
pose. 

The inter-ministerial com¬ 
mittee, which was asked 


to go into the matter had re¬ 
cognised this need and as an 
initial step, the export wing of 
the IDBI would be restructur¬ 
ed. Prof Chattopadhyaya ex¬ 
pressed the hope that there 
would be a gradual shift of 
emphasis on India's exports 
from commodity trade to ex¬ 
ports in the form of projects 
and technical know-how. This 
was necessary if the country 
hoped to secure an increasing 
share of the opportunities pro¬ 
vided by the social and econo¬ 
mic development programmes 
in the west and south-east 
Asian countries. 

Textile Prices 

The government has decid- 
to add a few more varieties of 
items such as poplin, shirting 
and coating to the range of 
cloth available at fixed prices. 
The existing pattern of the 
production of controlled cloth 
includes five varieties, dhotis, 
sarecs, long cloth, shirting und 
drill. Because of the large 
demand for dhotis and sarees 
from the wea kcr sections, the 
output of these two items in 
the controlled doth produc- 
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Most renowned name in all kinds of 
Pure Wool, Double Plains, TP 
and Terene-wool 
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Shree Digvijaya Woollen Mills Ltd. 
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tion has been raised from 
aboui 100 million sq metres in 
1974 to about 160 million sq. 
metres in 1975. This was 
stated recently by the Com¬ 
merce minister, Prof D.P. 
Chattopadhyaya. 

Indo-US Joint Council 

The Indo-US Joint Business 
Council is scheduled to meet 
in New Delhi in November. 
The council will identify areas 
of commercial cooperation 
and various commodities to 
be included in the export- 
import trade between the two 
countries. Possibly, the Joint 
Business Council could also 
provide a forum for discus¬ 
sion on setting up joint ven¬ 
tures in third countries. The 
Trade Development Authority 
had conducted market surveys 
for electronic components 
and automobile ancillaries and 
would be conducting more 
surveys for bicycle components 
and sports goods. The Institute 
for Foreign Trade would also 
be studying new uses of jute 
and labour-intensive indus¬ 
tries. The TDA would be 
organising buyer-seller meets 
in New York and Dallas in 
January-Fcbruary, 1976. 

Export of Consultancy 

A study by the Indian Invest¬ 
ment Centre points out that 
competence of Indian consul¬ 
tants has been well-recognised 
abroad. Indian consultants 
have already been working in 
Libya, Ethiopia, Egypt, Tan¬ 
zania, Iran, Greece, Syria, 
Iraq, Nepal, Sri Lanka, Burma, 
Singapore, Malaysia, Indone¬ 
sia, the Philippines and Cuba. 
A number of Indian construc¬ 
tion companies in the public 
and private sectors are making 
determined efforts to secure 
civil engineering construction 
contracts abroad, especially in 
tie Persian Gulf countries. 
Indian firms have already se¬ 
cured construction contracts 
for an international airport 
and a hydro project in Sri 
Lanka. Indian companies 
have also been pre-qualified 
for some other projects in 
Iraq, Iran, Bahrain, Libya and 
Qatar. Works in which India 
is seeking involvement relate 
to construction of airports, 
dockyards, housing comple¬ 


xes, roads, multi-storeyed car 
parks and power and irri¬ 
gation projects. 

Besides providing consul¬ 
tancy services to the new 
Tanzanian capital project, 
the National Industrial Deve¬ 
lopment Corporation (N1DC) 
will assist in the acquisi¬ 
tion of construction equip¬ 
ment and machinery. Under 
the terms of contract NIDC 
will also assist the Capi¬ 
tal Development Authority of 
Tanzania in establishing a con¬ 
struction machinery pool and 
maintenance organisation. 
Besides the steel plant in 
Egypt, Dastur and Company 
have also taken up feasibility 
study and preliminary engi¬ 
neering for a small integrated 
steel plant in Nepal. It has 
also been assigned comprehen¬ 
sive design, engineering and 
construction supervision ser¬ 
vices for an electric arc fur¬ 
nace and continuous casting 
bar rod mill in Indonesia and 
feasibility studies for a forge 
project, foundry project and 
a combined forge cum-foundry 
project in Libya. 

Indo-US Trade 

Mr William Saxbe. the 
United States Ambassador to 
India, called recently on Mr 
T.A. Pai, minister of Industry 
and C ivil Supplies. The pos¬ 
sibilities and prospects of 
trade between India and the 
USA and collaboration in the 
sphere of industry for mutual 
benefit were discussed at the 
meeting. Mr Saxbe expressed 
his happiness at the new cli¬ 
mate of trust and friendliness 
that has recently appeared in 
Jndo-US relations. He wanted 
this to be further strengthened 
and promoted so that healthy 
trade and cultural ties between 
the two largest democracies of 
the world could result in 
mutual benefit. He felt that 
steel fabrications, forgings, 
gear making and similar other 
industries constitute the sphere 
in which the USA could give 
sub-contracts to India. 

During the talks, Mr Pai 
emphasised that India was 
interested in expanding trade 
with the USA in order to earn 
additional foreign exchange to 
meet its foreign debt servicing 


charges which at present take 
about 25 per cent of our 
foreign exchange earnings. 
He said that aid was not a sub¬ 
stitute for trade in the present 
situation. Greater coopera¬ 
tion between India and the 
USA would be very helpful 
in this regard. In his view 
the USA could utilise the 
engineering and design 
consultancy services which 
India could provide. This 
could be part of the bettcj 
trading opportunities which 
India wanted. Mr Pai stres¬ 
sed the common ideals and 
objectives of the two countries 
and called for closer coopera¬ 
tion for mutual benefit. 

Asian Development 
Bank 

Total lending of the Asian 
Development Bank (ADB) 
crossed the $2 billion-mark 
and stood at $2,061 million 
for 199 projects in 21 develop¬ 
ing countries by the end of 
June J975. According to an 
ADB bulletin, the bank step¬ 
ped up its loan disbursement 
during the first half of 1975 
to $174 million as against $68 
million in the corresponding 
six months of 1974. This year’s 
disbursements included $34.4 
million of concessional loans. 
Total disbursements in 
1974 amounted to 8188 
million. The Asian Deve¬ 
lopment Fund (ADF) the 
soft-window of the bank, 
which became operational in 
1974 has so far received con¬ 
tributions and pledges totalling 
1400 milllion and the whole 
of this amount would be 
committed to concessional 
loans by the end of 1975. 
The bank has begun discus¬ 
sions with potential donor 
countries for the replenish¬ 
ment of ADF to meet the 
bank’s expanding concessional 
"lending needs estimated at one 
billion dollars for the three 
years 1976-1978. 

The fund came into effect 
at the end of June 1974 with 
$245 million contributed by 
12 developed nations—Japan 
making available the largest 
amount of $105 million in the 
first stage of the initial mobi¬ 
lisation of resources for the 
ADF. The second stage mobi¬ 


lisation has begun and pledges 
and indications given by 
various countries including 
the US take the total of fund's 
resources to over $400 million. 
By the end of 1974, however, 
the resources available in the 
fund and the earlier special 
funds, which totalled $560 mil¬ 
lion for concessional lending 
had been reduced, after com¬ 
mitments, to $69 million. The 
second stage contributions 
made are expected to be com¬ 
mitted likewise before the end 
of this year. 

The bank’s target for 
lending in J975 is $700 
million including $250 million 
as concessional loans. In 1974, 
the bank’s commitments total¬ 
led 8547 million inclusive of 
SI72 million from the special 
funds and the ADF, which 
are being merged. ADF loans 
are given for economic and 
social development of member- 
countries with a per capita 
income of $300 or below. 
India, the second largest regio¬ 
nal capital subscriber to the 
ADB, has not borrowed from 
the bank, which came into 
existence in 1968. 

Liberal Export Licences 

As many as 1970 items have 
been taken off the export¬ 
licensing list. Some have been 
completely decontrolled and 
others have been put on the 
open general licence for ex¬ 
ports, a Commerce ministry 
notification announced on 
August 6, 1975. Export of 
human hair, wigs and wiglets 
have been decanal ised and 
decontrolled for exports and 
the ban on exports of eleven 
chemicals have been lifted. 
The notification stated that 
export control procedures have 
been furter simplified. Fee 
payable on export licence 
applications has also been 
abolished. 

While inaugurating a spe¬ 
cial meeting of the Board of 
Trade on August 5, Mrs Indira 
Gandhi stated that there will 
be no requirement of licensing 
for export in respect of as 
many as 300 commodities for 
which licensing is in vogue. 
For the rest, procedures will 
be simplified. This is the first 
time that she addressed the 


BASn&N ECONOMIST 


320 


msmm 15, MS 



Board of Trade and it reflected 
the importance she attached 
to exports in India's efforts 
to attain self-reliance in every 
possible way. While urging 
industry and trade to launch 
an aggressive exports drive, 
Mrs Gandhi recognised that 
export could not be increased 
by mere exhortation. Mrs 
Gandhi also indicated that 
procedures for the release of 
assistance to exporters, such 
as duty draw-backs, would also 
be simplified immediately so 
that neither exporters nor 
government agencies need to 
do unnecessary work on these 
and moneys were not locked 
up in an unproductive manner. 

Modernisation of 
Textile Mills 

The government has laid 
down policies guidelines 
to modernise textile mills to 
produce quality goods. The 
twin programmes of modern¬ 
isation of textile mills can 
can be implemented only 
through the joint efforts 
of the industry and the gov¬ 
ernment. This was stated 
by Prof D.P. Chatlopadhyaya, 
union Commerce minister, 
while addressing the members 
of the Textile Machinery 
Manufacturers* Association 
recently. Prof Chattopadh- 
yaya laid special emphasis 
on the quality of export 
goods $o that the fair name 
of Indian textiles was pre¬ 
served. “For this we need 
better machines, and more 
than that, quality conscious¬ 
ness/’ he added. 

It was stated at the meet¬ 
ing that the exports of 
textile machinery had touch¬ 
ed the figure of Rs 15 crores 
in 1974-75, as against Rs 5 
crores in the previous year. 
The minister assured the in¬ 
dustry that he was seized of 
the the various problems 
faced by them, including the 
need for better banking faci¬ 
lities. Prof Chattopadhyaya 
was glad to note that the 
industry, which had produced 
machinery worth Rs 81 cro¬ 
res in 1974-75, was well on 
its way to produce machinery 
worth Rs 120 crores. He said 
that conditions had to be 
created to maximise produc- 


production in various sectors 
of the economy. 

More Credit by 
UCO Bank 

United Commercial Bank 
which has been taking a deter¬ 
mined role in advancing cre¬ 
dits to priority sectors made 
another decisive stride in 
1974, at the end of which 
its aggregate credit to these 
sectors stood at Rs 114 crore. 
The percentage of its advances 
to priority sectors to its total 
advance in India was 33,75 per 
cent as against 27.75 per cent 
in 1973. Both the percentage 
are substantially higher than 
that of the banking industry in 
general or for that matter 
of the average of nationali¬ 


sed banks. UCO Bank’s 
credit to these sectors regis¬ 
tered an increase of Rs 34.60 
crore and the increase formed 
64.98 per cent of the deposit 
accretion during the year (Rs 
61.42 crore) and 43.84 per 
cent of the rise in its total 
credit (Rs 53.25 crore). A 
large number of borrowal ac¬ 
counts standing at 103,231 
showed a rise of 26.496 dur¬ 
ing the year. 

Growth of Cooperative 
Sector 

The National Cooperative 
Development Corporation is 
expected to utilise the entire 
amount of Rs 24 crores during 
the year 1975-76 on various 
cooperative development plans 


as against the utilisation 
figure of Rs 12 crores for 
1974-75. This was stated by 
Mr K.S. Bawa, managing 
director of the corporation at 
an all-India meeting of offi¬ 
cers recently. The meeting was 
attended by alt the seven re¬ 
gional officers of the NCDC 
from Chandigarh, Patna, Cal¬ 
cutta, Gauhati. Bhopal, Poona 
and Bangalore. The meeting 
reviewed implementation of 
the various programmes for 
cooperative marketing, crop 
processing cooperative cold 
storage and the progress 
of cooperative agricultural 
supplies project and the co¬ 
operative sugar and cotton 
spinning mills. 
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ANNOUNCEMENT REGARDING ISSUE OF EQUITY SHARES. 

THIS IS ONLY AN ANNOUNCEMENT AND NOT A PROSPECTUS. 

Applications hava bean made to tha Calcutta and Bombay Stock Exchange* for per mission 
to deal in and for an official quotation for the Equity Shares of the Company. 

Ip]The Tinplate Company 
of India Limited 


(Incorporated under the Indian Companies Act 1913) 

REGISTERED OFFICE . 4, Bankshall Street, Calcutta-700001 

THE SUBSCRIPTION LIST WILL OPEN AT THE COMMENCEMENT OF BANKING HOURS ON MONOAV THE 18TH 
DAY OF AUGUST, 1975 AND CLOSE AT THE CLOSE OF BANKING HOURS ON THURSDAY THE 28TH DAY OF 
AUGUST, 1975 OR EARLIER AT THE DISCRETION OF THE DIRECTORS, BUT NOT BEFORE THE CLOSE OF 
BANKING HOURS ON WEDNESDAY THE 20TH DAY OF AUGUST 1976. 


EXISTING AND 
PROPOSED ACTIVITIES 
AND OBJECTS OF THE 
COMPANY 

The Company was Incorporated on 
20th January, 1920 under the Indian 
Companies Act, 1913 as a private 
limited company. It became a public 
company with effect from 2Bth 
March, 1961 by virtue of Section 
43A of the Companies Act, 1956. 
With effect from 27th December, 
1966, the Company became a full- 
fledged public company by com¬ 
plying with the provisions of Sec¬ 
tion 44(1) of the Companies Act. 
1956. The Company's existing plant 
situated at Gotmuri, near Jamshed- 
pur. in the State of Bihar has a 
capacity to produce about 70,000 
tonnes of tinplate per annum. The 
Company has now decided to 
establish a new Electrolytic Tinning 
cum-Tin-Free Steel Combination 


Coating Line for the pioduction of 
tinplate and tin-free steel (chro¬ 
mium coated plates) 

An industrial licence for effecting 
substantial expansion of the Com¬ 
pany's existing undertaking at Go! 
muri having an installed capacity 
for the manufacture of 90,000 
tonnes tinplate/tin-free steel per 
annum, has been obtained. The 
overall capacity of the Company's 
undertaking after expansion is 
complete will be 1.60,000 tonnes 
per annum The mam objects of the 
Company as set out in its Memo¬ 
randum of Association are inter ah* 
to carry on the business of manu¬ 
facture of and dealers in tinplate 
and all or any articles in the pro¬ 
duction of which tinplate can be 
used and of engineers, steel rollers, 
metal founders, metal workers, 
dealers in metals and products 
thereof and metallurgists. 


LOCATION 

The Company's existing plant at 
Gotmuri is located on land admeti- 
suring about 73.81 hectare*, which 
is held on long term leases valid 
upto 2010 The Company hold* 
sufficient suiplus land at Golmuri 
adjacent to the existing Works of 
the Company admeasuring about 
4.55 hectares (which is included in 
the aforesaid land) and it is intend 
ed to set up the ne w Plant cri the 
said surplus land 


TERMS OF PAYMENT 

On application : Rs 2 50 per she re 


a„ maybe decided 
I .■ the Board of 
L- rectors provid¬ 
er that there 
shall be an inter - 
val of at least | 
two months bet- . 
ween any two ! 
calls. The first call 
will not be made 
before two 
months after the 
allotment of 
shares. 


On allotment 
Balance 


D , rn . NOTE: 

Rs z v.0 per sfu e The balance amount, if any, paid 
The bdLi<.i.e of on application will be adjusted 
Rs 5 per share towards the amount payable on 
will be payable m allotment of shares actually allotted 
one or more cullo to the- applicant concerned. 


SHARE CAPITAL 


AUTHORISED 

86,00,000 Equity Shares of Rs 10 each 
1.50,000 Preference Shares of Rs 100 each 


Rs. 8,50,00,000 
Rs. 1.50,00,000 

‘rTio.oKomBo 


ISSUED. SUBSCRIBED AND 
FULLY PAID-UP 

12,50,000 Equity Shares of Rs 10 each fully 
paid-up which includes 9,26,000 
Equity Shares issued and allotted as 
fully paid-up bonus shares Rs. 1,25,00,000 

The above shares do not include 10,00,000 fully paid Equity Sharas 
of Rs. 10 each of the aggregate value of Rs. 1,00.00.000 which 
have been allotted as fully paid bonus shares on 30th April. 1976 
by capitalising a like amount out of the Company's General 
Reserve subject to the condition that further 37,50,000 Equity 
Shares of Rs. 10 each for cash at par (being the present issue) 
will be issued by the Company in terms of the consent order of the 
Controller of Capital Issues. 

PRESENT ISSUE 

37,50,000 Equity Shares of Hs 10 each for 

_cash at par Rs. 3,75,00,000 

OUT OF WHICH 

3.00,000 Equity Shares of Rs. 10 each have 
been reserved for allotment to 
The Tatn Iron and Steel Co, Ltd. 

(TISCO) for cash at par TISCO 


has deposited v.;th tht Company 
Rs. 15.00,000 (Rupees hftuen 
lacs) as a non refundat/f* deposit 
to be adjusted against •’.ppliuKron 
and allotment monies for the 
aforesaid shares. Rs 

1,00,000 Equity Shares of Rs. 10 each have 
been reserved for allotment *o 
Life Insurance Corporation of India * 
for cash at per and Rs. 

OUT OF THE BALANCE 
33,50,000 EQUITY SHARES 
60,000 Equity Shares of Rs 10 each have 
been reserved for offer to the 
employees of the Company for cash 
at par provided that no employee 
shall be entitled to be allotted more 
than 200 shares and that the balance 
•hares not taken up by them shall 
be available for meeting applications 
from the public Rs. 

33,00,000 Equity Sharas of Rs. 10 each are 
offered to the public for 
subscription for cash at par (to which 
will be added the unsubscribed 
portion of 50.000 Equity Shares 
reserved for offer to employees of 
the Company). Rs. 


30,00.000 


10 , 00,000 


5,00.000 


37,50,000 


Rs. 3,3000,000 
Rs. 3,76,00,000 
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HMCTOM 

HAVA* KAIKHUSHftU 
ANAVATI 

Son of Into Kaikhuahru Pestonjl 
anavati) 

o 3. ‘C Road (East) 
ortharn Town, Jamshedpur* 
;hairman) 

OHN CAMPBELL FINLAY 
Son of lato Richard V.K. Finlay) 
t>, Golf Links, Now Delhi- 
DHN GODFREY BOYLE 
ton of John Boyle) 

K Parliament Street, New Delhi. 
ACHUBHAI THAKORDAS 
ERCHANT 

ion of late Thakordas Nanabhai 
ercKant) 

trx Chamber*- Dean Lane- 
Bombay. 

IN CHAKRAVARTY 
n of late Saai Mohan 
akravorty) 

/2 Judges Court Rood, 

Icutta. j 

inaging Director 
OMANABHA ANANT 
ion of late A.R. Padmanabha 
;ar) 

C. Road East, Jamshedpur. 
ISHNA CHANDRA MAITRA 
n of Ram Chandra Maitra) 
ushilla*' Carmichael Rood, 
Bombay. 

MADAN GOPAL DEWAN 
(Son oi late Bhagwtm Das 
Ramdas Dewan) 

Golmuri Houst/', Jamshedpur. 
Whole-time Executive Director. 

M V. ARUNACHALAM 
(Son of A.M M. Vellayan Chattier) 
2. Greenways Road. Adyai. Madras. 
NIRANJAN L HINGORANI 
(Son of Ularam B. Hrngoiani) 

Ho. 3. "Ashirvad" 

Plot No. 676. Khar, Bombay. 

SECRETARY 

iASADHAR RAHA 
f |2/2 Batfygunge Circular Road, 
:jjcutt«. 

Innas and addressas of Amount 
nderwrifeis and endarwritcsn 

Ankers to the Issue (Bt. lit lues) 

idustriaf Development 100.00 
ink of Indie, 
iw India Centre. 

, Cooperage. 
fnbay-400 039 

I Industrial Credit and 28 00 
restment Corpn of India 

eclameuon, 

embay-400 020 

fdustrial Finance 25.00 

tporation of India, 
t Parliament Street, 
w Delhi-110 001 
a Insurance Corporation 20.00 
India (LIC) 
ftvan Bima Marg, 
ogakahema”. 
mbay-400 020 

lit Truat of India. 5.00 

>mbay Life Building, 
i. Veer Nariman Rond. 
ombay-400001 

eneral Insurance 10.00 

Corporation of India, 

Ldustrial Assurance Building, 
Ohurchgate. Bombay-400020 
The Now India Assurance 10.00 
Co. Ltd. 

New India Assurance Building. 
Mahatma Gandhi Road, 

Bombay *400 001 


Genual Bank of India- 10.00 

Mahatma Gandhi Road* 
Bombay-400 001 

Union Bank of India- 10.00 

66/80 Bombay Samachar 
Marg, Bombay<400 023 
United Commercial Bank- 10.00 
10. Brabourne Road, 

Calcutta-700 001 

Grindlays Bank Ltd- 7.00 

Lloyds Branch. 

Dr. D. N. Road, 

Bombay-400 001 

The Investment Corporation 6.00 
of India Ltd., 

Ewart House, Homi Mody 
Street, Bombay-400 023 
United Bunk of India. 5.00 

16, Old Court House Street. 
Calcutta-700 001 

The Oriental Fire 6 Genetal 5 00 
Insurance Co Ltd., 

Oriental Buildings. 

Mahatma Gandhi Road, 
Bombay-400 001 

Industrial Investment 2.00 

Trust Ltd. 

61. Bombay Samachar Marg, 
Bombay-400 023 
Bhupendra Champakfal 5.00 

Devidas 

Bhupen Chambers. Dalai 
Street, Bombay-400 023 
Place Stddons & Gough 5.00 

(Private) Ltd , 

6. Lyons Range, 

Calcutta 700 001 

Stewart 8 Co , 5 00 

14, India Exchange Place, 

Calcutta 700 001 

D. S Purbhoodas 8 Co . 4.00 

Stock Exchange Building, 

Apollo Street. 

Bombay-400 023 
Harkisondass Lukhmidass, 3 00 

Stock Exchange Building, 

Bombay Samachar Marg, 
Pombay-400 023 

M M Murarka ft Co , 3.00 

1/B. Mandeville Gardens, 

Calcutta 700 019 

Merwanjeo Bornanjee Dalai 3 00 

Allahabad Bank Building. 

Apollo Street, Bombay <400 023 
Bharat Bhusan ft Co . 3 00 

H-45, Connaught Place. 

Now Delhi-110 001 

Jamnadas Morarjee & Co - 3 00 

5A. Mamam Sued. 

Bombay -400 0?3 

Brijnath Kliandclwal & Co, 3,00 

13, India Exchange Place, 

Calcutta 700 001 

Vinod Kumar 8 Co., 3.00 

A-6. Connaught Place, 

New Delhi-110 001 
Harbans Singh Mehta & Co. 3.00 

33, Regal Building. Parliament 
Street. New Delhi-110 001 
Jalan & Co., 3.00 

Stock Exchange Building, 

A*af Ah Rood. 

New Delhi-110 001 
Beitiwjla 8 Karant 2't‘C 

Union Bank Building D.ilul 
Street. Bombay-400 G2'J 
Nagtndas Chhaganlal 2.00 

68. Stock Exchange New 
Building, Bombay Samachar 
Marg, Bombay-400 023 
Raja Ram Bhasin 8 Co . 2 CO 

Jewan Mansion, 

8/4, Oesh Bnndhu Gupta 
Road, New Delhi-110 001 


G* M. Pyne, 

14, India Exchange Place* 
Calcutta-700 001 


1.50 


1-50 


DAYCO 

7. Lyons Range* 

Calcutta-700 001 

Amit Lai Baj&j & Co.. 1.00 

United India Life Building. 

'F' Block. Connaught Piece, 

New Delhi-110 001 
H. P Mehta 8 Co. # 1.50 

Surya Kiran. Kasturba Gandhi 
Mary, New Delhi-110 001 
Dhirajlal Maganlal Sons, 1.00 

Stock Exchange Central 
Building. Dalai Street. 

Bombay 400 023 

L K Panday, 1 00 

Bank of Maharashtra Building 
ApoHo Stic,tit. U on-, bay-400 023 
Prabhuiius Lilladher, 1.00 

5A. Hamam Street, 

Bombay-400 023 

G M Bosu, 1 00 

7, Lyons Range, 

Calcutta 700 001 

Verma b Co , 1.00 

7, Lyons Range. 

Calcutta-700 001 

N, L. Roy 8 Co.. 1.00 

7. Lyons Range, 

Calcutta-700 001 

Shyam Sunder Chiripaf- 1.00 

7. Lyon* Range. 

Calcutta 700 001 

Valji Bluirij. & Co , 1,00 

24. Stock Exchange Central 
Building. Dalai Street, , 

Bombay 400 023 

Kaiki J Khambatta. 1.00 

StocN CM.'.jfiyr; Central 
Building. Bombay-400 023 
Porechd Brothers. 1.00 

New Stuck exchange Building, 
Bombay S.-machar Marg, 

Bombay ^00 023 

J. C. Mehu 8 Co 1.00 

44 Delhi Stock Exchange 
Buildni'i Asaf Ali Road, 

New tr»:■;» 110 001 
D B Malhotra & Co , 1.00 

13. Stock l.xchange Building. 

Asaf Ah Muad. 

Now Dr lh- 110 001 

Behan Lai H Co , 1.00 

Stock Exchange Building, 

Asaf Ali Road. 

New Delhi 110 001 

Champaklal Bhailal Chokslu. 1 00 

Manek Chowk. Near Share 

Bazar, Ahmmlabed-380 001 

Vijay 8 Company, 1.00 

9, Eleventh Main Road, 

Malleswaram. 

Bangaloie 560 003 

Chimanlal J Dalai 8 Co.. 0.60 

107. Stock Exchange New 

Bunding, Dalai Street 

Bombay -400 023 

Jasvantlal Chhotalal b Co., 0 50 
Bhupen Chambers. Dalai 
Street Bombay-400 023 

K. J Shah b Sons. 0 60 

19, Stock Exchange Genual 
Building. Bombay 400 023 
Narandas 8 Sons 0.50 

Union Bank Building, Dalai 
Street. Bombay-400 023 

Roy Bros 0 50 

16. India Exchange Place, 

Calcutta 700001 

Scjjun Kumar Saraf, 0.50 

7. Lyons Range. 

Calcutta 700 001 


C. Mackertich. 0.50 

7, Lyons Range. 

Calcutta-700 001 

Reed Ward 8 Co . 0 50 

14. India Exchange Place, 
Calcutte-700 001 
Koiharr 8 Sons. — 

"Kothan Buildings". 
Nungambakkam High Road, 
Madras-600 034 

Chitra 8 Co . — 

322/323, Lmghi Chatty 
Street, Madras-600 001 
Paterson 6 Co.. — 

Vanguard House 
11/12, Second Line Beach 
Madras-600001 

M. Naniapparah Jahgirdar — 

205, Cavalry Road. 

Bangalore-560 042 
Chinubhai Chimanlal Dalai — 

Fatehbhai's Havail. Ratan Pole 
Ahmedabad- 380 001 
P B. Afzulpurkar. — 

4-5-195, Sultan Bazar, 

Hyderabad-500 001 
Pushkarlal Ghudawala. — 

44, Bade Sarafa, 

Indore-452 002 


Total 330.00 


Out of the shares of the nominal 
value of Rs. 5 lacs reserved lor offer 
to the employees of the Company, 
to the extent they are not taken up 
by the employees and which form 
pan of the public issue, LIC has 
agreed to underwrite the first 
portion of Equity Shares upto the 
nominal value oi Rs. 2.50 lacs 
and ICICI has agreed to underwrite 
the balance of Equity Shares upto 
the nominal value of Rs. 2.50 lacs. 

BANKERS TO THE ISSUE 
STATE BANK OF INDIA. 

Bombay Samachar Marg. 

Bombay-400 023. 

BANK OF INDIA. 

70/80 Mahatma Gandhi Road, 

Bombay-400 023. 

UNION BANK OF INDIA. 

66/80 Bombay Samachar Marg, 
Bombay 400 023. 

GRINDLAYS BANK LIMITED, 

Lloyds Branch, 270/272. 

Dr. D. N. Road, Bombay-400 001, 
FIRST NATIONAL CITY BANK. 

Atr India Building, Nariman Point, 
Bombay-400 021 
CENTRAL BANK OF INDIA. 

Mahatma Gnndhi Road, Fort, 

Bombay-400 001 

UNITED COMMERCIAL BANK, 

10. Brabourne Ro*»d. 

Calcutta-700 001 
UNITED BANK OF INDIA, 

16. Old Court House Street, 

Calcutta 700 001 

APPLICATION FORMS AND 
PROSPtCTUS 

Application Forms and cdpies of 
the Prospectus may be obtained 
from the Company's Registered 
Of hue.the Underwriters, Brokers and 
Bankers to the Issue named above 
or from any of the offices of the 
Bankers to the Issue named m the 
Application Form. 

Issue managed by the Mcichant 
Banking Division of the Industrial 
Credit and Investment Corporation o 
of India Limited, Bombay 
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COMPANY 

AFFAIRS 


Transfer of Shares 

The Reserve Bank has class- 
fied that under Section 19(5) 
of the Foreign Exchange Re¬ 
gulation Act, 1973, transfer of 
shares of Indian companies by 
persons resident outside India 
(including corporate bodies 
situated abroad), or by foreign 
nationals to other persons 
whether resident in India or 
outside India, is not valid 
unless the transfer is confirmed 
by the Reserve Bank on an 
application made to it in this 
behalf by the transferor or the 
transferee. The Reserve Bank 
further states that it has come 
to its notice that after the 
shares of Indian companies 
held by such persons are 
transferrcd/sold, applications 
are made to the Bank for 
confirmation of transfers. As 
the refusal by the Bank to 
confirm such transfers would 
lead to embarrassment to both 
the transferor and the trans¬ 
feree, the persons concerned are 
advised to apply to the Reserve 
Bank for necessary permission 
before they effect any transfer/ 
sale of shares of Indian com¬ 
panies held by them. 

Rally Arrested 

Meanwhile (he rally in equi¬ 
ties witnessed during the past 
few weeks was arrested some¬ 
what last week. True, that 
following government's ener¬ 
getic steps the prospects have 
brightened for increased in¬ 
dustrial production and now 
further measures arc being 
taken to step up exports to 
reduce the trade balance. A 
target of Rs 3,800 crores has 
already been fixed for exports. 
What is more the government 
has decided to delicence the 
export of 175 of the 300 com¬ 
modities for which export 
licensing is required. 

The operators were in 
a chastened mood follow¬ 
ing the confusions created 


by Mr Subramaniam’s state¬ 
ment that the government 
would not take over any in¬ 
dustry for the sake of nation¬ 
alisation but it would never 
hesitate to nationalise if it was 
necessary for the health of the 
economy and in the interest 
of public good and Mr Pai's 
warning to industry to gear up 
its production at least to 75 per 
cent of its installed capacity. 
Markctmen therefore ignored 
the encouraging export figures 
for the first two months of the 
current financial year. Good 
rainfall in the agricultural 
states and a good flow of cor¬ 
porate news failed to cheer the 
market. Hence the turnover 
during the week was modest. 
The undertone was quietly 
steady. 

Mindia Chemicals 

Mindia Chemicals Limited, 
promoted by Monsanto, is 
setting up a Rs 9.40 crorc 
rubber chemicals complex 
in the Trans-Thana Creek 
area near Bombay. Cons¬ 
truction work is in full swing. 
All items of plant and equip¬ 
ment have been ordered 
and have started arriving at 
site. The plant is expected 
to go on stream by the first 
quarter of 1976. Mindia 
will manufacture vitally need¬ 
ed rubber chemicals from 
basic raw materials. It will 
have a manufacturing capa¬ 
city of 3,300 tonnes per year 
of rubber chemicals consis¬ 
ting of 2,000 tonnes of anti- 
degradants and 1,300 tonnes 
of accelerators and 3,400 ton¬ 
nes of intermediates. These 
rubber chemicals arc used in 
the manufacture of transpor¬ 
tation tyres and tubes, shoes 
beltings, hoses, moulded 
goods, rubber-coated fabrics 
and in a wide range of other 
applications. Antidegradants 
protect both natural and syn¬ 
thetic rubber from ageing 
caused by oxygen, ozone, 


heat, light, flexing, fatigue 
and i metal-ion-poisons. In 
fact, they are one shot pro¬ 
tection for rubber from all 
degrading influences. 

Advanced Technology 

Mindia will manufacture 
the most advanced antidegra¬ 
dants belonging to the para 
phenylcnc diamine (PPD) 
product family. Accelerators 
are used by rubber manufac¬ 
tures to increase the rate of 
vulicanzation for natural and 
synthetic rubber. Mindia will 
manufacture the most impor¬ 
tant types of accelcrotors, 
belonging to the sulphenamide 
family as well as the conven¬ 
tional type. Mindia will he 
self-sufficient in so far as the 
intermediates are concerned 
and will manufacture these 
for captive consumption, 
instead of importing them. 

Mindia's plant has been 
designed by Monsanto. It 
incorporates all the up-to-date 
technological developments, 
expertise and experience gain¬ 
ed by Monsonato through suc¬ 
cessful commissioning of 
plants all over the world. 
Mindia’s plant will produce 
a greater range of rubber 
chemicals than any other sin¬ 
gle Monsanto plant. Mindia 
will have access to Monsan¬ 
to's technological know¬ 
how and sophisticated manu¬ 
facturing processes. 

Monsanto, through its sub¬ 
sidiary Monsanto Chemicals 
of India Pvt Ltd (MCIPL), 
has been operating a mar¬ 
keting organisation in India 
for well over 27 years and en¬ 
joys an excellent reputation in 
the rubber chemicals business. 
Mindia has taken over the 
established rubber chemicals 
business of MCIPL and has, 
at its disposal, an excellent 
administrative and marketing 
infrastructure staffed by 
highly competent people. It 


has district sales offices in 
Bombay, Delhi, Calcutta, and 
Madras, the largest distri* 
butor network in the rubber 
chemicals business and a 
competent technical sales and 
service department which uti¬ 
lises the latest information, 
equipment and instruments 
available from Monsanto. 
Mindia will, therefore, have at 
the very outset a proved mar¬ 
keting organisation, control¬ 
ling a significant share of the 
rubber chemicals market. To 
raise part of the resources 
required for the implementa¬ 
tion of the project the 
company will be enter¬ 
ing the capital market 
shortly with a public issue. 

State Bank of India 

As against the normal 
aggregate dividend of Rs 23 
per shnre, the board of direc¬ 
tors of the State Bank of 
India has declared a final 
dividend of Rs 12 per 
share lor the year 1974. No 
interim dividend was paid 
during that year. Having re¬ 
gard to this, the board of 
directors have announced 
a deferred interim dividend 
of Rs 15 per share payable 
in two equal installments on 
July 31, 1976 July 31, 1977 
to shareholders on the 
registers on the respec¬ 
tive due dates. This an¬ 
nouncement is only indica¬ 
tive of the intention of the 
board of directors to make 
these deferred payments as 
proposed and no dividend 
warrants will be issued to the 
shareholders till the due 
dates. 

Bajaj Auto 

The directors of Bajaj 
Auto Limited has stepped up 
the equity dividend to 12 per 
cent for the year ended 
March 31, 1975 from 10 per 
cent paid for 1973-74. Sales 
spurted by more than 30 per 
cent from Rs 20.09 crores 
to Rs 26.26 crores while 
gross profit recorded a smart 
rise of* more than 10 per cent 
to Rs 3.47 crores from Rs 
3.14 crores in 1973-74. Out 
of the gross profit, the direc¬ 
tors have appropriated a sum 
of Rs 1.08 crores to depre¬ 
ciation reserve as against Rs 
72.45 lakhs for the earlier 
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year. While the allocation 
to development rebate resevre 
was reduced by Rs 1.50 
lakhs to Rs 12.25 lakhs. 
After adjustments, a sum of 
Rs 2.30 crores was transfer¬ 
red to general reserve as 
against Rs 2.38 crores in 
1973-74. The tax liability 
is estimated at Rs 1.36 crores, 
Rs 0.12 crore less than in 
the previous year and it will 
be paid out of the general 
reserve. The dividend will 
absorb Rs 28.20 lakhs, Rs 
4.70 lakhs more than in 1973- 
74 and this too will be met 
out of the general reserve. 

Amalgamated Electricity 

The Amalgamated Electri¬ 
city has recommended a higher 
equity dividend of 16 per cent 
for the year ended March 31, 
1975. Out of the 16 per cent 
proposed, a dividend of six per 
cent will be paid this year and 
the'balance on deferred basis. 
Besides the shareholders have 
been rewarded with a one for 
three bonus issue. The com¬ 
pany’s working during the 
year has resulted in a lower 
profit of Rs 65.78 lakhs as 
compared to Rs 86.44 lakhs 


in the earlier year. The direc¬ 
tors have decided to provide 
financial assistance by way of 
loans and investments in Swa¬ 
deshi Detergents Pvt. Ltd 
which is setting up a synthetic 
detergent plant with a capa¬ 
city of 10,000 tonnes in Uttar 
Pradesh. The company will 
nominate five directors on the 
board of Swadeshi Detergents 
Ltd. 

Kolhapur Oxygon & 
Acetylene 

The Kolhapur Oxygen and 
Acetylene Pvt. Ltd belonging 
to the Chowgulc Group will 
convert itself into a public 
limited company. The shares 
will be issued to the public 
when the expansion program¬ 
me takes a final shape. The 
company, which established a 
plant for the manufacture of 
oxygen gas at Kolhapur in 
1968 expects to receive an 
industrial licence for expan¬ 
sion ofitsactivitiesshortly.lt 
will install additional capacity 
for the manufacture of 12 
lakh cubic metres of oxygen 
gas and two lakh cubic 
metres of acetylene gas 


annually at an estimated 
cost of Rs 1.50 crores. The 
expansion is expected to be 
completed by the end of 1976 
or early 1977 depending upon 
the deliveries of indigenous 
equipment. The necessary 
land for installation of addi¬ 
tional plant and equipment 
has already been acquired. 

Kolhapur is an ideal loca¬ 
tion for the plant as there is no 
such plant for industrial gases 
between Poona and Bangalore 
and this will cater to the needs 
of industrial gases in the sou¬ 
thern Maharashtra and nor¬ 
thern Karnataka regions and 
also a part of Andhra Pradesh. 

Elecoit Engineering 

Elecon Engineering Com¬ 
pany has maintained the pro¬ 
gress during the first six 
months of the current year, its 
sales improving by nearly 50 
per cent over the correspon¬ 
ding period of the previous 
year. The company has orders 
in hand worth Rs 20 crores. 
Besides large contracts arc 
under negotiation which when 
finalised will foster the 
growth further. Meanwhile 


it has received a licence for 
the manufacture of 500 tonnes 
per annum of specialized 
conveying equipment. Another 
licence for the manufacture of 
wagon marshalling equipment, 
worth Rs 50 lakhs per annum 
has also been received by the 
company. Besides it has secured 
a licence for setting up a joint 
venture company styled feim- 
co Elecon (India) Ltd and it 
hopes to commence produc¬ 
tion in the near tuture. 

L & T—McNeil 

With the availability of 
i 11 d i ge n o 11 s I y i r. a n u fa c t ur ed 
tyre curing presses from L and 
T --McNeil Limited, there will 
be marked easing of tvpc shor¬ 
tage in the country. Several 
units of L and T -McNeil tyre 
curing p*esses have already 
been installed and many more 
aic scheduled for phased deli¬ 
very under firm orders. Tyre 
or tube presses manufactured 
by L and T McNeil are alrea¬ 
dy installed ,al the factories 
of Dunlop India Limited and 
C'eat Tyres of India Limited. 
Among the tyre manufacturers 
to whom L and T—McNeil 
tyre curing systems are due fo r 


THE INDIAN SMELTING & REFINING CO. LTD. 

Regd. Office : Bhandup, BOMBAY 400 078 


NON-FERROUS UNIT : 

Lai Bahadur Shastri Marg 
Bhandup, BOMBAY 400 078 
Cablet ‘LUCKY’ Bhandup 
Phone : 584381 


IS, 


Telex : IS ARC 011-23$4 


FERROUS UNIT : 

Pokhran Road 
Thana, Maharashtra 
Cable : ‘MALLEABLE’ Thana 
Phone : 593851 


1. NON-FERROUS UNIT : 

(i) Non-Ferrous Alloys & Castings 

(ii) Copper/Brass/Bronze/Nickel Silver Sheets, Strips A Colls 

2. FERROUS UNIT : 

Malleable Iron, Spheroidal Graphite Iron and Special Steel Castings. 

Supplied as per ISS, BSS, ASTM Specifications and Party's specific requirements. 
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delivery are Madras Rubber 
Factory Limited, Apollo Tyres 
Limited, J.K. Industries Limi¬ 
ted and Tamilnadu Rubber 
Limited. 

Incorporated in 1972 asa joint 
venture of Larsen and Toubro 
Limited and McNeil Corpora¬ 
tion, Akron, Ohio USA, 
L and T—McNeil Limited has 
its factory in Madras. Becom¬ 
ing operational in June 1974, 
the first tyre curing press to 
be made in India was delivered 
by L and T—-McNeil to Dunlop 
India in September 1974. The 
company’s manufacturing 
programme includes presses 
suitable for producing tyres for 
aircraft, tractors, trucks, pas¬ 
senger vehicles, moped s, scoo¬ 
ters, motor cycles, cycles, 
carts and heavy earth moving 
equipment. 

Delhi Financial 
Corporation 

In pursuance of Prime 
Minister’s 21 Point Economic 
Programme the Delhi Finan¬ 
cial Corporation (DFC) has 
decided to extend the scope of 
its activities with a view to 
reaching the weaker sections, 
more specially educated or 
uneducated unemployed. The 
scheme to be launched by the 
DFC will be the first of its 
kind to be introduced by any 
state financial corporation in 
the country. The scheme 
envisages assistance to weaker 
sections of the economy on 
extra concessional terms. The 
scheme will benefit a larger 
number of people desiring to 
engage themselves in industrial 
activities in Tiny Sector. Some 
of the salient features of the 
scheme are that the assistance 
under the scheme will be 
available to educated unemp¬ 
loyed and persons with practi¬ 
cal technical experience. 

The units intending to 
produce industrial/domcstic 
consumer items, items for 
export or units desiring to 
produce other items of mass 
consumption will be special¬ 
ly encouraged under the 
scheme. The minimum limit 
of loan is Rs 10,0(H> while 
the maximum limit of loan is 
Rs 50,000. Minimum limit has 
been kept at Rs 10,000 since 
no industrial unit can possibly 
be estg&ljshed at a lower cost 
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even in Tiny Sector. The loan 
assistance will be meant for 
acquis ; Mon of plant, machinery 
and equipment as well as mar¬ 
gin money for working capital. 
To restrict the benefits of the 
scheme to Tiny Sector, it is 
proposed that the plant and 
machinery and margin for 
working capital should not 
exceed Rs 75,000. In any 
case the cost of plant and 
machinery should not exceed 
Rs 50,000. 

Easy Finance 

The corporation will 
retain only five per cent 
margin in its favour on the 
value of plant, machinery and 
equipment for which the 
financial assistance is granted. 
The corporation will also 
endeavour to have some ar¬ 
rangement with some of the 
commercial banks to provide 
working capital finance in all 
such cases at a concessional 
margin. The commercial 
banks which will participate 
in providing working capital 
finance will be requested to 
charge concessional rate of 
interest. (Considering the fact 
that the Reserve Bank’s lend¬ 
ing rate is also nine per cent 
the rate of interest proposed 
is quite low). The period of 
repayment will be extended 
upto 10 years. The initial 
moratorium for repayment of 
principal loan will be one to 
two years depending on the 
requirement of each case. The 
repayment of interest will 
normally start after one year 
from the date of first dis¬ 
bursement of loan. The cor¬ 
poration is creating special 
cell for speedy disposal of the 
applications under this 
scheme. 

Metal Box 

Following closely on their 
introduction of an automatic 
cartoner comes news of ano¬ 
ther Metal Box innovation by 
way of fast and accurate 
vacuum filling of powder. 
The MB I Powder Filling 
Machine vacuum fills powder 
into containers with piercings 
for rotex closures and subse¬ 
quently inserts these closures 
with the help of an eight-sta¬ 
tion ‘Geneva’ dial. The empty 
containers are fed into the dial 
and the filled ones taken off 


the machine by the conveyors. 
The rotex closure is placed on 
the can by a reciprocating 
fork and is inserted into the 
can by means of a plunger. 
The can is finally taken off the 
dial by a take-off conveyor. 
The MB 1 Powder Filling Mac¬ 
hine can take upto 67 mm dia¬ 
meter containers and can fill 
upto 30 cans per minute, 
depending on the si/e of con¬ 
tainer and operator efficiency. 
The machine is currently in 
use at a customer's factory in 
Calcutta. 

News and Notes 

Grindlays Bank Limited 

has opened a branch in 
Piraeus which will offer a 
full range of commercial 
banking services and certain 
specialised services to com¬ 
mercial, industrial and ship¬ 
ping customers of the 
group. Opening this branch 
is a logical extension of 
Grandlays business in Greece, 
following the successful open¬ 
ing of their branch in Athens 
in 1974. 

Brandts Shipping Finance 
Limited -a subsidiary of 
Brandts Limited, London, the 
merchant banking wing of the 
Grindlays Bank Group have 
also opened an office in 
Piraeus which will offer mer¬ 
chant banking and financial 
services to the Greek shipown¬ 
ing community based in 
Piraeus and other clients of 
the group. 

At the recently concluded 
Monde Selection Awards in 
Amsterdam, Parle bagged two 
gold medals. Parle has been 
winning these prestigious 
awards consecutively for the 
last five years. The prize 
winning products Monaco 
and Cheeslings which won a 
gold medal each, were select¬ 
ed by a panel of eminent 
food specialists from entries 
deceived from all parts of 
the world. The criteria for 
the selection was excellence 
in taste, hygienic production, 
purity of ingredients and 
quality of packaging. 

An agreement has been 
signed by the East India Hotels 
Limited representing the 
Oberois, and the National 
Hotels Investment Limited of 
Zambia to give the Oberois 


the management and opera¬ 
tion of Hotel Ambassador— 
a government owned hotel—in 
Ndola, in the heart of 
Zambia’s coper belt. 

New Issues 

Tinplate Company of India 

Ltd is offering 37,50,000 
equity shares of Rs 10 each 
for cash at par. Out of this, 
eciuity shares worth Rs 30 
lakhs have been reserved for 
allotment to Tata Iron and 
Steel company Ltd, while 
equity capital to the tune of 
Rs 10 lakhs has been reserved 
for allotment to the Life In¬ 
surance Corporation of India. 
Out of the balance, 50,000 
equity shares of Rs 10 each 
have been reserved for the 
employees of Lhc company 
while the balance of 33,00,000 
equity shares of Rs 10 each 
are now being offered to the 
public for subscription for 
cash at par. The subscription 
list for this fully underwritten 
issue opens on August 18 
and will close on August 28 
or earlier but not before 
August 20. 

Substantial Expansion 

The company's existing 
plant situated at Golmuri, 
near Jamshedpur, has a capa¬ 
city to produce about 70,000 
tonnes of tinplate per annum. 
The company has now- decided 
to establish a new electroly¬ 
tic tinning-cum-tin-frcc steel 
combination coating line 
for the production of tinplate 
and tin-free steel (chromium 
coated plates). The company 
has received an industrial 
licence for the substantial ex¬ 
pansion of the company’s 
existing undertaking at Gol¬ 
muri having an installed capa¬ 
city for the manufacture of. 
90,000 tonnes of tin-plate and 
tin-free steel per annum. The 
overall capacity of the com* 
pany’s,undertaking after ex¬ 
pansion is complete will be 
the order of 160,000 tonnes 
per annum. 

The company has entered 
into a technical collaboration 
agreement with Wean United 
Canada Ltd for the project. 
The project will incorporate 
several features of modem so¬ 
phisticated technology. If all 
goes well the new plant will go 
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EVERYTHING YOU ALWAYS WANTED 
TO KNOW ABOUT XEROGRAPHY: 


KORESTAT COPIER \ 

idontical-to- 


Xarography 


^fL?®*** f 
the-origi 


at you 

original copies. 
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It io a photedaetflc pmaaao at 
copying de ri ving Ho noma from 
the Qrook *tmm' and 'graphoa' 
—dry writing. 

Tho prooaoa la dry, doaa not no* 
chamicala or flu Mo and tahoo 
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into commercial production by 
August 1976. 

Promoted by a Vardhman 
Spinning and General Mills, 
Mahavlr Spinning will enter 
the capital market sometime 
next month with a public 
issue of Rs 109.99 lakhs com¬ 
prising nine lakh equity shares 
of Rs 10 each and 19,990—11 
per cent, cumulative redeem¬ 
able preference shares of Rs 
100 each for cash at par. The 
proceeds of the issue will be 
utilised for financing partly 
the company’s Rs 4.60 crore 
spinning mill being set up in 
the industrially backward 
district of Hoshiarpur (Punjab) 
with an installed capacity of 
25,000 spindles. The pro¬ 
moters will take up eqnity 
shares of Rs 60 lakhs. The 
company expects that 10,000 
spindles will go on stream by 
the end of March J976 and 
the balance 15,000 spindles 
by October 1976. Lakshmi 
Machine Works of Coimba¬ 
tore will supply the major 
plant and machinery. 

Capital and Bonus Issues 

Consent has been granted to 
22 companies to raise capital. 


general reserve and Rs 
97,45,600 in equity shares of 
Rs 10 each for cash to the 
Indian public at a premium of 
Rs 4 per share. The consent 
order is valid for three months 
in respect of issue of bonus 
shares and twelve months for 
issue of shares for cash. 

M/s. Poddar Projects Limit¬ 
ed, Calcutta has been accorded 
consent for the issue of further 
capital of Rs 50 lakhs in equity 
shares of Rs 10 each credited 
as fully paid up to the share¬ 
holders of Messrs Poddar 
Estates Limited in terms of the 
scheme of amalgamation 
approved by the Calcutta 
High Court on September 2 
1974. The consent order is 
valid for twelve months only. 

M/s. Singh Electro Steel 
Limited, Bombay have com¬ 
municated to government 
their proposal to issue capital 
under clause 5 of the Capital 
Issues (Exemption). Order, 
1969 to the value of Rs 40 
lakhs (inclusive of the capital 
already raised) in 4.00,000 
equity shares of Rs 10 each 
for cash at par out of which 
shares worth Rs 24 lakhs will 
be offered for public subscrip- 


Prlvate Limited have been 
granted consent for issue 
of equity capital of Rs 3 
lakhs for meeting their work¬ 
ing capital requirement. 

M/s Scindia Workshop 
Limited, Bombay have been 
accorded consent for issue of 
further capital of Rs 14 lakhs 
in 14,000 equity shares of 
Rs 100 each at par as 
rights shares. The proceeds 
will be utilised for strengthe¬ 
ning the working capital 
position of the company. The 
consent order is valid for 12 
months only. 

M/s Fenner (India) Limited 
have been accorded consent, 
valid for three months, to 
capitalise Rs 51,40,000 out of 
its general reserve share pre¬ 
mium account and issue 
fully paid equity shares of 
Rs 100 each as bonus shares 
in the ratio of four bonus 
shares for every one equity 
share held. 

M/s AtuI Glass Industries 
Private Limited have been 
accorded consent, valid for 
three months, to capitalise 


Rs 3,50,000 out of its general 
reserve and issue fully paid 
equity shares ofRs 100 each 
as bonus shares in the ratio 
one bonus shares for every 
one equity share held. 

M/s Pharmaak Private 
Limited have been accorded 
consent, valid for three 
months, to capitalise Rs 
90,000 out of its general re¬ 
serve and issue fully paid 
equity shares ofRs 100 each 
as bonus shares in the ratio 
of one bonus share for every 
two equity shares held. 

Applied Electronics Private 
Limited, Bombay have been 
accorded consent valid for 
three mouths, to capitalise 
Rs 3,70,000 out of its general 
reserve and issue fully paid 
equity shares of Rs 100 each 
as bonus shares in the ratio of 
one bonus shares for every one 
equity share held. 

Salem Textiles Limited have 
been accorded consent, valid 
for three months to capitalise 
Rs 9,15,000 out of its general 
reserve and issue fully paid 
equity shares of Rs 10 each 


Dividends 


Following are the del ails 

M/s. Siemens India Limit¬ 
ed, Bombay have been accorded 
consent, valid for three months, 
to capitalise Rs 240 lakhs out 
of its general reserve and issue 
fully paid equity shares of 
Rs 10 each as bonus shares in 
the ratio of one bonus share 
for every one equity share 
held. 

M/g Khodiyar Pottery 
Works Limited have been 
accorded consent, valid for 
3 months, to capitalise 
Rs 5,00 t 000 out of its general 
reserve and issue fully paid 
equity shares ofRs 100 each 
as bonus shares in the ratio of 
one bonus share for every two 
equity shares held. 

M/s Godfrey Philips India 
Limited has been accorded 
consent for the issue of further 
capital of Rs 165,80,500 as to 
Rs 68.34,900 in fully paid 
equity shares of Rs 10 each as 
bonus shares in the ratio of 
one bonus share for every one 
equity share held by capitalis¬ 
ing a like amount from the 


tion by a prospectus. 

M/s. Apollo Tyres Limited 

have communicated to 
government their proposal to 
issue capital under clause 5 of 
the Capital Issues (Exemption) 
Order, 1969 to the value of 
Rs 850 lakhs as to Rs 775 
lakhs in equity shares of 
Rs 10 each and Rs 75 lakhs in 
preference shares of Rs 100 
each. 

M/s. Hotel Banjara Limited, 
Hyderabad have communicated 
to government their proposal 
to issue capital under clause 5 
of the Capital Issue (Excmpt- 
tion) Order. 1969 to the value 
of Rs 70 lakhs comprising of 
seven lakhs equity shares of 
Rs 10 each out of which Rs 42 
lakhs worth of equity shares 
shall be offered to the public 
and Rs 28 lakhs by private 
subscription. 

M/s B. M. D. Agency Pri¬ 
vate Limited, Bombay have 
been granted consent valid 
for three months for the issue 
of bonus shares of Rs 45.000. 

M/a Ambadi Enterprises 


(Per cent) 

Equity dividend de- 

_ f dared for 

Name of the com- Year ended -_. 

Pany Current Previous 

_ year year 

Higher Dividend 


Coorg Tea 

March 

31, 1975 

20.0 

2.0 

Mico Farm Chemicals 
Kailash Rubber Com- 

December 31, 1974 

12.0 

6.0 

pany 

Same Dividend 

Aluminium Indus- 

Fcbruar> 

28, 1975 

12.0 

10.0 

tries 

Kalasa Tea & Pro- 

March 

31, 1975 

Nil 

Nil 

duce 

Midland Rubber A 

March 

31, 1975 

12.0 

12.0 

Produce 

Chembra Peak 

March 

31, 1975 

10.0 

10.00 

Estates 

Reduced Dividend 

Sri Krishnarajendra 

March 

31, 1975 

12.0 

12.0 

Mills 

March 

31, 1975 

0.0 

5.0 

Sarvaraya Textiles 

March 

31. 1975 

10.0 

12.0 


[ EASTBEH BiONOlBST 


329 


AUGUST 15, 1975 



as bonus shares in the ratio 
of three bonus shares for 
every ten equity shares held. 

Tiedon Private Limited, have 
been accorded consent, valid 
for three months, to capitalise 
Rs 65,100 out of its general 
reserve and issue fully paid 
equity shares of Rs 100 each 
as bonus shares in the ratio 
of one bonus share for every 
one equity shares held. 

Philips Carbon Black Limited, 
Calcutta have been accorded 
consent, valid for three months, 
to capitalise Rs 61,87,500 out 


of its general reserve and issue 
fully paid equity shares of Rs 
10 each as bonus shares in 
the ratio of three bonus shares 
for every ten equity shares 
held. 

Colour-Chem Limited, Bom¬ 
bay has communicated to go¬ 
vernment its proposal to issue 
capital under Clause 5 of the 
Capital Issues (Exemption) 
Order, 1969 to the value of 
Rs 1.37,50,000 divided into 
137,500 cumulative redeem¬ 
able preference shares of Rs 
100 each to be issued to the 
public through a prospectus. 


Modeila Steels and Alloys 
limited, Bombay has communi¬ 
cated to the government its 
proposal to issue capital to 
the value of Rs 45 lakhs 
divided into 4,50,000 equity 
shares of Rs 10 each. 

Andhra Pradesh Scooters 
Limited, Hyderabad has com¬ 
municated to government its 
proposal to issue capital under 
Clause 5 of the Capital Issues 
(Exemption) Order, 1969 to the 
value of Rs 80 lakhs in equity 
shares. 

Ajanta Textiles Limited has 


communicated to government 
its proposal to issue capital 
under Clause 5 of the Capital 
Issues (Exemption) Order 1969 
to the value of Rs 32.50 lakhs 
equity shares on rights basis 
in the ratio of l :1 to the exist¬ 
ing shareholders of the com¬ 
pany, 

Arana Sugars Limited, 
Madras has communicated to 
government its proposal to 
issue capita! under Clause 5 
of the Capital Issues (Exemp¬ 
tion) Order, 1969 to the value 
of Rs 30 lakhs in equity shares 
on rights basis. 
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statistics 


India’s exports 
trade during 
1974-75 

Tun avkrac;i; rate of growth 
; of India’s exports during the 
SjSecomi Plan period (1956-61) 
|Jvas only 2.2 per cent. During 
fhc decade of 1961-62 to 1971- 
72 the average annual rate was 
4.1 per cent, the peak rate of 
13.3 per cent being achieved in 
1968-69 and rate next below 
this peak at 10.3 per cent in 
1963-64. This trend in the 
growth of exports was broken 
in 1972-73 and 1973-74 when 
exports increased by 22.5 per 
peent and 28.0 per cent res¬ 
pectively. The high rate of 
growth achieved in India’s ex¬ 
ports in the earlier two years 
was maintained during 1974-75. 
The total exports during the 
year at Rs 3253 crores (provi¬ 
sional) indicated a rise of Rs 
730 crores or about 29 per cent 
as compared to the exports in 
the preceding year of Rs 2523 
crores. 

Rising Trend 

Barring the year 1972-73, 
imports have always exceeded 
the level of exports. They ten¬ 
ded to decline between 1966-67 
to 1969-70 bul started rising 
gradually in the subsequent 
years, and the growth was very 
sharp during 1973-74 and 
1974-75. Due mainly to jump 
in world prices of oil, fertiliser 
and with a larger requirements 
of grains also at very high 
prices, the value of imports 
rose by 57 per cent in 1973- 
74 and by another 49 per cent 
in 1974-75. Consequently the 
deficit of India's foreign trade 


reached an un-precedcnted 
level of Rs 1096 crores (provi¬ 
sional) in 1974-75. 

The growth in our cxpnris 
during 1973-74 and 1974-75. 
was not insignificant especially 
when viewed in the context of 
the various constraints on the 
domestic supply of export pro¬ 
ducts, viz, power cuts, shor¬ 
tages of raw (e.g. steel, non- 
ferrous metals coal, fertilizers, 
oilseeds, raw jute, sugar cane 
etc.), inflation and transport 
bottlenecks. The index ot 
industrial production (with 
base year 1960—100) at a 
monthly average of 20<) 7 m 
1973 was negligibly higher by 
0.7 per cent than 197?. 3 he 
situation showed only a nunn- 
nal improvement during 1974 
when the index during the fust 
ten months of 1974 at 282.6 
was higher by 2.3 percent over 
the level of production in ilie 
corresponding period of P»7 •. 

Bad Weather 

Likewise due to continual 
drought and bad weather the 
agricultural production remai¬ 
ned stagnant. r Ihe index of 
agricultural production (base 
year 1961-62- 100) at 131.6 
during 1973-74 was passed al¬ 
most to the level of 1970-'/) 
and index was still louei at 
120.6 percent in 1972-7L 

The production of oil¬ 
seeds, tobacco and cotton 
during 1972-73 and *971-74 
were below the level »-f 
1971-72. There was a sharp 
fall in the output of jute during 
1974-75. Power shortages and 
transport bottlenecks were 
severe constraints on the grow Hi 
of the economy in the past 
two to three years, and thus 
affected the supplies of essen¬ 
tial inputs to exports indust¬ 
ries and particular^ the move¬ 
ment of mineras'.s, ores and 
other products. The high rate 


of domestic inflation had also 
an adverse effect on the com¬ 
petitive position of Indian 
good sabroad by raising their 
cost of production. 

According to the UN 
statistics, the relative share of 
India in world exports (exclu¬ 
ding Centrally Planned Econo¬ 
mics) declined to 0.50 per cent 
in 1974 as compared to 0.56 
per cent in 1973. In the wake 
of oil crisis the export earnings 
of oil exporting countries wit¬ 
nessed a phonominal growth 
particularly in 1974. How¬ 
ever, excluding the oil coun¬ 
tries exports, India’s share in 
the rest of the world was at 
0.61 per cent in 1974 or the 
same as in 1973. 

Quantum Index 

As compared to 1973, 
the quantum Index of world 
exports in 1974 increased 
by live per cent and price 
index by nearly 39 per cent. 
On a rough estimate based on 
UN indices adjusted by 
DCC1 & S index for the last 
quarter of 1974, the volume 
index of India’s export in 1974 
indicated an increase of nearly 
10.9 per cent over 1973 and 
unit value indices a rise of 
about 25 per cent. This points 
to the fact that although a large 
part of the increase in the 
value of India's exports was 
due to increase in the unit 
value the quantum increase in 
our exports in 1974 was not 
insignificant and was almost 
double the rate of giowth of 
world exports. Bui the advan¬ 
tage derived by Indian exports 
from the icccnt international 
commodity boom in prices has 
been less than that enjoyed by 


other countries, resulting in 
decrease in India's share in 
world exports. 

Table I Indicates the trend 
of India's exports and imports 
from the beginning of the 
fourth five year Plan. 

Commodity Boom 

So far the commodity-wise 
position in respect of export 
items in full details is known 
for the period of first eleven 
months of 1974-75. During this 
period (April '74-Feb. ’75) 
India’s overall exports stood 
at Rs. 2919 crores, showing a 
rise of about Rs, 776 crores 
or 36 per cent as compared to 
the level in the corresponding 
period of 1973-74. This aggre¬ 
gate increase in exports was 
contributed by a wide range of 
items of both traditional and 
non-tradittonal sectors-. About 
85 per cent of the total increase 
during the period was how¬ 
ever, covered by the combined 
increase of seven items viz. 
sugar, engineering goods, jute 
manufactures, tea, silver, 
chemicals Sl allied products 
and cashew kernels. 

Table II enlists the items 
in which the exports during 
April ’74-Feb. '75 have been 
higher by Rs 10 crores or 
more as compared to the 
level of exports in the corres¬ 
ponding period of 1973-74. 

It would be seen that besi¬ 
des, higher unit value realisa¬ 
tion, the items such as sugar, 
tea, jute mfrs., cashew kernels, 
rice, finished leather, raw jute, 
lac and tobacco have also 
witnessed quantitative in¬ 
crease in varying order. On 
the other hand, iron ore and 


Tablk I 

Trends in India’s Imports and Exports 

(Value in Rs. crores) 


Year 

Imports 

Annual 

Exports inch 

Annual 

Balance 



% varia¬ 

re-exports 

° o y a na¬ 

of 



tion 


tion 



(C.l.f.) 


(I'.o.b.) 


Trade 

1969-70 

1582.1 

—17.1 

1413.3 

+ 4.1 

— 168.8 

1970-71 

1634.2 

3-3 

1535.2 

+ 8.6 

- 99.0 

1971-72 

1824.5 

-fll.6 

1608.2 

+ 4.8 

— 216.3 

1972-73 

1867.4 

+ 2.4 

1970.8 

+22.5 

+ 103.4 

1973-74 

2925.3 

+56.6 

2523.4 

+ 28.0 

— 401.9 

1974-75 

4348.7 

4-48.7 

3253.0 

+28.9 

- -1095.7 


(Provisioual) 
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spices suffered decline in terms 
of quantity. A marked in¬ 
crease recorded in the exports 
of engineering goods during 
1974-75 has been mainly on 
account of larger volume of 
exports and partly on account 
of higher unit value realisation 
as reflected by the respective 
indices for the poriod. 

According to the D.C.C.L 
& S index of exports, 
the quantum of machinery 
and transport equipment 
group during the first eleven 
months of 1974-75 was higher 
by about 60 per cent and 
the unit value realisation 
to the extent of 18 per 
cent over the corresponding 
period of the previous year. 
In the case of chemicals there 
Was a slight increase of about 
two per cent in terms of quan¬ 
tum but a rise of 123 per cent 
in unit value realisation. 

Items of Decline 

As against a general up¬ 
trend there were certain im¬ 
portant products which suffe¬ 
red decline, in the value of 
their exports duringthe period 
under review. Such items 
whose value of exports dec¬ 
lined by more than Rs 10 
crores are given in'fable Ilf, 
together with variations in 
value, quantity and unit 
value realisation during April- 
February 1974-75 over April- 
February 1973-74. 

The position in regard to 
exports of selected items is 
briefly discussed in the follo¬ 
wing paragraphs : 

Over the last few years the 
demand for sugar in interna¬ 
tional market had out-stripped 
supply owing to mainly crop 
failure in Cuba. As a result 
of this supply imbalance prices 
of sugar in international mar¬ 
ket had tended to soar up 
very high. This also helped 
in pushing up exports of Indian 
sugar in 1974-75. Exports of 
sugar was entrusted to the 
STC from April, 1974. 

Exports of sugar through 
STC in the whole of 1974- 
75 are estimated to be about 
6.9 lakh tonnes valued at Rs 
339 crores. Generally the USA 


and the UK have been the mam 
markets, but during 1974-75 
Iran not only emerged as a 
new market but also the big¬ 
gest market for Indian sugar. 
Besides, traditional USA and 
the UK markets, the other 
buyers included were Sudan, 
Indonesia, Jordan. South 
Yeman Republic, Sri Lanka, 
Morrocco, United Arab Repu¬ 
blic and the USSR. 

Until recently a major 
constraint in the way of larger 
exports of sugar has been in¬ 
sufficient production to meet 
the demand for both internal 
consumption and export pur¬ 
pose. To take fuller advan¬ 
tage of international price 
boom, wc could have expor¬ 
ted sugar in still more quanti¬ 
ties during 1974-75 but the 
production of sugar in the 
previous season 1973-74 at the 
level of 40 lakhs tonnes was 
not adequate to yield larger 
export surplus. The present 
facilities in regard to internal 
transport ion and port handling 
facilities have also been found 
inadequate for exports. 

The prospects of sugar 
production for the current 
season (1974-75) are good. 
This year it is estimated that 
the production of sugar will 
be in the order of about 48 
lakh tonnes. This would help 
larger allocation of sugar for 
1975-76. Since the world 
price of sugar are coming 
down steadily since November 
1974 the high level of export 
earnings can be maintained 
only by larger release of sugar 
during the year. 

Rise in Tea Output 

The production of tea in 
India in 1974 was about 490 
million kgs. showing a rise of 
18 mill. kgs. over the produc¬ 
tion of 1973. In contrast with 
India’s favourable production, 
tea production in Sri Lanka 
and Kenya suffered consider¬ 
able setback. 

The exports had suffered 
sizeable decline in the previous 
two years. However, as a 
result of overall shortage in 
world market, there was increa¬ 
sed demand for Indian tea dur¬ 
ing 1974-75. Accordingly, 
exports registered a sizeable 
increase during the first eleven 


months of 1974-75 amounting unit value Quantitatively 
to about 205 mill. kgs. valued the. exports to the UK luce- 
at Rs 202 crores as compared eased from 47 milt. kgs. during 
to 170 mill. kgs. valued at Rs AprQr&n. 1973-74 to 59*5 
133 crores in the correspon- mill. kgs. during April-Janury 
ding period of 1973-74. 1974-75 and exports to the 

The exports were higher USSR increased from 33*7 
by about 17 per cent in mill. kgs. to 38.5 million kgs. 
quantity and 29 per cent in Exports also increased signifi- 

Tahuj II 

Items Showing Increases in Indian Exports during April 1974 
and Fabruary 1975 

Absolute increase 

Items in value of exports per cent variation 

(Rs. crores) -*-.—- 

Val. Qty. U. Value 


Sugar 

222.4 

662 

167 

186 

Engineering goods 

150.2 

93 

— 

— 

Jute mfrs. 

72.3 

35 

87.6 

25.2 

Tea 

68.4 

51 

17.3 

28.9 

Silver* 

67.0 

_ 

_ 

r . 

Chemicals & allied 
products 

43.8 

no 



Cashew kernels 

38.9 

54 

19.7 

28.7 

Cotton apparel 

29.4 

57 


.—. 

Iron ore 

16.9 

14 

—7.1 

23.1 

Rice 

16.3 

568 

359 

45.7 

Tobacco 

16.2 

28 

1.9 

25.8 

Other cotton mfrs. 
mill-made (excl. 

(4.1 

52 



piecegeeds yarn and 
apparel) 

Finished leather 

13.7 

101 

20.5 

66.8 

Raw jute 

13.7 

450 

453 

—0.6 

Lac 

11.8 

102 

42.9 

41.0 

Spices 

11.1 

26 

—6.9 

25.0 


^Exports of silver were allowed only from February, 1974 fol¬ 
lowing the remeval of ban. 

Taiim. Ill 

Items Showing Decreases hi Indian Exports during April 1973 
and February 1975 



Absolute increase 





in value of exports 

per cent variation 

Items 

(Rs. crores) 

—- 

— 




Value 

Qty. 

U. Value 

Oilcakes 

- 64.6 

— 43 

—31.0 

—16.8 

Cotton piecegoods 





(mill-made) 

20.6 

— 15 

—41.5 

+46.1 

E. I. tanned hides 





and skins 

— 19.4 

-■ 26 

—21.5 

— 5.8 

Chrome tanned 

-• 18.1 

— 32 

—36.7 

4- 6.9 

Fish 

— 16.5 

— 22 

—15.1 

— 7.9 

Castor oil 

14.5 

— 52 

—40.7 

—19.1 

Raw cotton 

— 14.4 

- 51 

—62.9 

+ 33.1 

Iron & steel 

— 11.1 

47 

— 

— 


Note:- In respect of all these items, there was a decline not 
only in terms of value but also in terms of quantity. 
Moreover some of the items like oil cakes E.I. hides 
and skins, fish and castor oil also fetched lower unit 
value realisation during April ’74-Feb. 1975 in com¬ 
parison to the previous year. 
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cantly to the Netherlands, 
U.A.R., Iran and Rolned etc. 
On the other hand, there was 
decline in exports to the USA 
and Iraq. 

A part of the increase was 
also due to some carry-over of 
tea from the previous year's 
quota owing to non-availability 
of adequate shipping space in 
the later part ol 1973-74. 
According to Tea Board, the 
year 1974-75 closed with the 
total exports of 217 mill. kgs. 
valued at Rs 216 crores as 
against 190 mill. kgs. valued 
as Rs 145 crores in 1973-74. 

Over the years the inter¬ 
national prices of tea have 
generally remained depressed. 

It is, therefore, believed that 
the existing system of marke¬ 
ting of tea places the tea ex¬ 
porting countries in a disad¬ 
vantageous position vis-a-vis 
the ,importers among whom a 
| few large multinationalorgani- 
1 sations have a strong hold on 
the marketing mechanism and 
are in a position to depress 
prices to their advantage. 

Five Point Approach 

The last meeting of the 
Working Party set up by Sub- 
Group of Exporters held at 
Rome in April considered 
a five point multi-dimensional 
; approach consisting of (i) 
fixation of minimum export 
prices; (ii) regulation of mar¬ 
keting stocks in importing 
countries; (iii) intensification 
of promotion foi increasing 
consumption of tea all over 
the world; (iv) rationalisation 
of marketing including open¬ 
ing of new auction centres in 
the producing countries with 
! gradual withering out of auc- 
jj, tion centres in import ing coun- 
1 tries ; and (v) organisation of 
f an independent market intcl- 
i ligence service for tea export- 
ting countries. Unfortunately, 
however, it has not been posi- 
t sible to arrive at unanimous 
\ decision on the issues invol- 
* ved and further discussions 
| will take place in the ensuing 
meeting of the Sub-group of 
Exporters to be held early next 
year. 

The increasing uncertainty 
about the supply of raw nuts 
had been the main problem 
before the industry. Our de¬ 
pendence on imports in the 
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matter of supply of raw nuts 
is almost 75 per cent of the 
total requirement. 

In value terms exports of 
Indian cashew kernels regis¬ 
tered a record high of about 
Rs 118 crores in 1974-75 as 
compared to Rs. 74 crores in 
1973-74 and Rs 69 crores in 
1972-73. Quantitatively, the 
exports which had declined 
sharply from about 66 thou¬ 
sand tonnes in 1972-73 to 52 
thousand tonnes in 1973-74, 
is estimated to have recovcied 
significantly to 64,5 thousand 
tonnes during 1974-75. The 
unit value realisation witnes¬ 
sed a significant improvemen 
in the last two years. 

Important Feature 
An improtant feature of 
export during the year was an 
appreciable increase : n the net 
earnings. During 1974-75, 
India imported raw nuts nf a 
value of about Rs. 36 crores. 
With an export of the 
order of Rs 118 crores. the 
net earnings of cashew exports 
during 1974-75 registered a 
record level of ncarl> s 1 
crores compared with Rs 46 
crores in 1973-74. The higher 
net export receipts were made 
possible by the increased uti¬ 
lisation of raw cashew nuts 
produced indigenously and 
also due to better unit value 
realisation. 

The offtake by cast Europe, 
particularly the USSR was 
much larger. Exports to the 
USSR increased from 1>6 
thousand tonnes valued at Rs 
29 crores during April-Januarv 
1973-74 to 34.7 thousand 
tonnes valued at Rs 64crores 
during April-January 1974-75. 
Exports to the IJSA wcic con¬ 
siderably lower at 9.9 thousand 
tonnes valued at Rs 18 crores 
as against 19.9 thousand ton¬ 
nes valued at Rs 23 crores in 
the previous year. The low 
consumption in the USA is 
attributed to the higher cashew 
prices compared with the 
prices of other iluts. 

Mainly as a result of res¬ 
trictions imposed by the US 
on exports of soyabcen me.J 
and non-availability of fish 
meal from Peru, there was a 
substantial increase in the ex¬ 
ports of Indian oilcakes, from 
about 10 lakh tonnes valued 


at Rs 75 crores in 1972-73 to 
12.2 lakh tonnes valued at 
Rs. 171 crores in 1973-74. 
However, with the resumption 
of increased supplies of Peru¬ 
vian fish meal and soyabcen 
meal in the international mar¬ 
ket, our exports of oilcakes 
declined substantially to 7.4 
lakh tonnes valued at Rs 86 
crores during April-February, 
1974-75 from 10.7 lakh tonnes 
valued at Rs 149 crores in the 
corresponding period of 1973- 
74. 

Unlike the general trend 
in prices, there was also a 
shortfall in the unit value re¬ 
alisation which during the 
period at an average of Rs 
1161 a tonne declined by 17 
per cent as compared to the 
realisation made in the cor¬ 
responding period of 1973-74. 
The demand from east Euro¬ 
pean countries (mainly Poland 
and Czechoslovakia) was very 
strong. But the sharp decline 
in the exports to Japan and to 
ECM countries including the 
UK more than offset the in¬ 
creased demand from rupee 
payment countries. 

Unsteady Market 

Exports of fish suffered a 
considerable setback during 
1974-75. Poor fish catch in 
our country coupled with un¬ 
steady market conditions 
abroad (particularly in our 
major markets namely Japan 
and the USA) could be attribu¬ 
ted to this fall. Exports during 
the first eleven months of 
1974-75 stood lower at 34.4 
thousand tonnes valued at Rs 
59 crores as compared to 40.5 
thousand tonnes valued at 
Rs 76 crores in the corres¬ 
ponding period of the previous 
year. Thus, quantitatively 
the exports declined by 15 per 
cent and earnings by 22 per 
cent. The unit value realisa¬ 
tion was also affected adver¬ 
sely to the extent of eight per 
cent. 

During the ten months of 
1974-75 as compared to the 
corresponding period of the 
previous year, exports of 
Indian fish to Japan declined 
from 18.4 thousand tonnes 
valued at Rs 31 crores and the 
U.S.A. from 12.2 thousand 
tonnes valued at Rs. 19 crores 
to 9.4 thousand tonnes valued 
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at Rs 14 crores. The fall is 
reported to be quite significant 
in the case of Frozen Shrimp, 
Frozen Froglegs, and Canned 
Shrimp. The bulk of our ex¬ 
ports consists of Eroz.cn 
Shrimp. Our frozen 
Shrimp exports which 
have witnessed a steady rise 
year after year since 1962-63 
have suffered a fall for the 
first time during 1974-75. One 
of the mam reasons for the 
decline is poor shrimp catches 
due to failure of shrimp cea- 
sons particularly in Kerala. 

A inajot bottleneck in the 
way of larger exports of this 
item during the year was dis¬ 
location in the railway move¬ 
ment (approximately to the 
extent of lluee mill. t.nines in 
the case »>f exports by MMTC) 
resulting from prolonged rail¬ 
way strike in the beginning of 
the year. During the first 
eleven months of 1974-75 ex¬ 
ports of iron ore loialled 19.6 
mill, tonnes valued at Rs 13.5 
crores as against 21.1 mill 
tonnes \alucd at Rs IIS 
crores in ihe corresponding 
period to 1973-74. Thus, the 
quantum of exports was lower 
by seven per cent. I he increase 
in value by about 14 per cent, 
despite the shortfall in quan¬ 
tity was mainly due to a higher 
unit value realisation to the 
extent of nearly 23 per cent. 
The average unit value realisa¬ 
tion during the fir>t eleven 
months of 1974-75 works out 
approximately to Rs 69 per 
tonne as against Rs 56 per 
tonne in the previous year. 

Lesser Offtake 

The offtake by Japan during 
April *74-Jan.’75 was 12.4 
mill, tonnes valued at Rs 81.5 
crores as compared to 14.7 
mill, tonnes valued at Rs 82.5 
crores in the corresponding 
period of the previous year. 
Based on the provisional figu¬ 
res, the exports of iron ore in 
the whole of 1974-75 amounted 
to Rs 155 crores showing an 
increase of 15 per cent over 
1973-74. 

During the year it has been 
possible to secure higher unit 
value realisation from impor¬ 
ting countries. A major initia¬ 
tive has also been taken by 
India through international 
forums in bringing together the 
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iron ore exporting countries 
of the world with a view to 
improving export realisation. 

Quantitatively the exports 
of semi-processed leather (E.I. 
Tanned & Chrome Tanned) 
were large particularly in 1972- 
73 and 1973-74 on account of 
imbalance in international 
market. During 1974-75, 
though finished leather and 
leather manufactures witnessed 
appreciable increase, there has 
been a substantial fall in the 
exports of semi-processed lea¬ 
ther. During the first eleven 
months of 1974-75 El tanned 
hides and skins, which hap¬ 
pened to be the biggest item of 
the group declined by about 
22 per cent in quantity, 26 per 
cent in value and six per cent 
in terms of unit value, as com¬ 
pared to the corresponding 
eleven months of the previous 
year. So also exports of 
chrome tanned were lower by 
37 per cent in quantity and 32 
percent in value, though 
higher by seven per cent in 
unit price. 

Finished Leather Doubled 

As against this the exports 
of finished leather almost 
doubled from 13.5 crores during 
April-Feb. 1973-74 to Rs 27.0 
crores during April-Feb. 1974- 
75. The quantity was larger by 
21 per cent and unite value by 
seven per cent. Footwear and 
other manufactures of leather 
also registered an apprecia¬ 
ble increase. However, the 
net gain from the exports 
of finished leather products 
could not compensate the de¬ 
cline in the exports of semi- 
processed items. 

To ensure adequate supply 
of raw materials to the indi¬ 
genous industry and to encou¬ 
rage more exports in the fini¬ 
shed form, the exports of semi- 
processsed leather are being 
regulated under a quota system 
with effect from August 1, 
1973, But our present exports 
of semi-processed leather are 
still running quite below the 
ceiling and the quota system 
does not seem to be a hamper¬ 
ing factor. The fall in exports 
may be on account of declin¬ 
ing demand in the western 
countries due to accumulation 
of stocks and also due to in¬ 
creased competition from 


Pakistan and African coun¬ 
tries. 

A helpful factor in the 
increased exports of finished 
products has been the import 
policy for registered exporters 
under which of the 3 per cent 
import replenishment allowed 
against export of El tanned 
and chrome tanned hides and 
skins, at least 2/3rd of the im¬ 
port replenishment has to be 
compulsorily utilised for the 
import of machinery, tools 
and equipment required for 
balancing, modernisation and 
varions expansions. The im¬ 
ports of machinery are allow¬ 
ed to registered exporters 
against their REP licences.s 
without having to go to DGTD 
every time. 

Jute Manufactures 

The exports for the full 
year 1974-75 are placed by the 
office of Jute Commissioner at 
5.7 lakh tonnes valued at 
Rs. 288 crores as compared to 
5.6 lakh tonnes valued at 
Rs 227 crores in 1973-74. 
This represented a marginal 
increase of only 1.4 per cent 
in quantity but a rise of near¬ 
ly 27 per cent in terms of earn¬ 
ings due mainly to a signifi¬ 
cant improvement in the unit 
value realisation. The unit 
value realisation for 1974-75 
works out at Rs 5045 per 
tonnes or 25 per cent higher 
than realised in 1973-74. 

The stagnation in the quan¬ 
tum of exports was influnccd 
partty by prolonged strike 
(for about 48 days) in Indian 
jute mills in the beginning of 
1975 causing disruption in 
both production and exports. 
Quantitatively both hessian 
and sacking were higher but 
exports of carpet backing 
came down to 1.2 lakh tonnes 
valued at Rs 67 crores during 
1974-75 as compared to 1.7 
lakh tonnes valued at Rs 82 
crores in 1973-74. The sharp 
fall in carpet backing has 
been attributed mainly to re¬ 
cession in the house bulding 
activity in the USA as well as 
keener competition from syn¬ 
thetic products. The competi¬ 
tion from Bangladesh is in no 
way less significant. 

Although the performance 
of exports during 1974-75 as 
a whole was better than 1973- 


74, the exports of jute mfrs. 
have been on decline since 
November, 1974. Concerned 
with the fall in the exports of 
jute, the government of India 
had taken a series of steps 
to make India's jute products 
competitive in the world 
market. As a first step, the 
government of India had 
sponsored a delegation led by 
the Commerce Secretary, to 
study the demand for jute 
from India in the US maket 
and to suggest measures to 
improve the situation. On 
the recommendations of the 
delegation, the government of 
India had abolished export 
duty of Rs 200 a tonne on 
carpet backing. The govern¬ 
ment had recently also abo¬ 
lished the export duty of Rs 
600 per tonne on hessian. It 
is hoped that the recent aboli¬ 
tion of export duty on both 
major items of exports would 
help recover competitiveness 
for Indian jute manufactures 
in overseas markets. 

No More Favourable 

The trading conditions in 
the international market are 
no longer as favourable as 
witnessed in the past few 
years. During the first eleven 
months of 1974-75 exports of 
cotton textiles (millmade) 
amounted to Rs 266 crores as 
compared to 234 crores in the 
corresponding period of 1973- 
74. This increase was largely 
on account of remarkable per¬ 
formance in respect of cotton 
apparel. Exports of cotton 
yarn and other manufactures 
of cotton also faired better. 
But it is disturbing to note a 
sharp decline in cotton piece- 
goods which constitute the 
most important export item of 
the mill sector. Total exports 
of millmade cotton piecegoods 
during the first eleven months 
of 1974-75 were lower at 346 
mill. sq. metres valued at Rs 
122 crores as compared to 
591 mill. sq. metres valued at 
Rs 142 crores in the corres¬ 
ponding period of 1973-74. 
This implied a decline of 
42 per cent in quantity and 15 
per cent in value. It is only 
because of increase in the 
unit value realisation (46 per 
cent) that the loss in export 
earning from cotton piece- 


goods was not larger than R$ 
20 crores. 

The exports witnessed a 
drastic fall particularly in 
respect of quota countries. 
The shipments of cotton 
piecegoods (millmade) to 
the UK drastically came down 
to 35 mill. sq. metres during 
April-Jan. 1974-75 from 154 
mill. sq. metres in the corres¬ 
ponding period of 1973-74. 
During the same period ex¬ 
ports to the USA fell from 77 
mill. sq. matres to 41 mill, 
sq metres and to Canada 
from 27 mill. sq. metres to 4 
mill sq. metres. The exports to 
the USSR at 50 mil. sq. metres 
was more or less maintained 
at the previous years level. 
Japan which emerged to be 
the most important market of 
Asia in 1973-74 w r as practically 
lost for us during 1974-75. 
The exports to Iran witnessed 
remarkable increase from 
nearly 14 mill. sq. metres 
during April-January, 1973-74 
to 34 million sq. metres during 
April-Jan., 1974-75. There 
was also significant improve¬ 
ment in the exports to Poland 
from four mill. sq. metres to 
about 12 million sq. metres. 

Overall Recession 

The setback in exports during 
1974-75 are due to mainly two 
factors, recession in world 
markets, especially in Europe, 
and the wide gap between 
Indian and International prices 
of cotton, which made our 
cotton textiles costlier than 
that of our major competitors. 
Several measures for improv¬ 
ing our cotton textiles exports 
are being contemplated. The 
Cabinet Committee on Exports 
has recently decided that five 
per cent neutralisation on 
account of duty adjustments 
and 10 per cent on account of 
cotton price differential may 
be allowed on cotton textile 
exports. It has also been 
decided to set up an export 
committee to report imme¬ 
diately on the measures re¬ 
quired for creating production 
capacity to meet the export 
demand. 

The exports witnessed re¬ 
markable growth, rising by 
110 per cent from a value of 
Rs 40 crores during April- 
Feb., 1973-74 to about Rs 84 
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crores during April-Feb 1974- 
75* The internationl prices 
for many chemical products 
ruled at high levels. Among 
the major categories of this 
group, chemical elements and 
compounds increased by 134 
per cent from Rs 10.6 crores 
to Rs 24.8 crores, medicinal 
& pharmacuticeal products by 
64 per cent from Rs 12.4 
crores to Rs 20.4 crores; dyeing 
tanning and colouring mate¬ 
rials by 113 per cent from 
Rs 9.6 crores to Rs 20.5 
crores; chemicals materials & 
products n.c.s. by 329 per 
cent from Rs 1.9 crores to 
Rs 6.2 crores and perfumery 
etc., by 22 per cent from 
Rs 8.4 crores to Rs 5.9 crores. 

Price Factor 

The large increase in the 
value of exports of chemical du¬ 
ring the year was mostly on ac¬ 
count of favourable price factor. 
The quantity of exports was 
only marginally higher. The 
unit value index of the group 
for the first eleven months of 
the year at 860 was higher 
by 123 per cent whereas the 
quantum index, at 302 witnes¬ 
sed an increase of only two per 
cent over the previous year. 

Despite constraints on pro¬ 
ducts (viz power cuts, shortages 
of certain types of raw materials 
and shipping difficulties), the 
exports of engineering goods 
were able to make a notable 
advance during 1974-75. Based 
on the DGCI &S classification 
the exports of engineering 
goods during April-Fcb. 1974- 
75 amounted to Rs 312 crores 
thereby showing an increase 
of Rs 150 crores or about 93 
per cent over the exports of 
Rs 162 crores in the corres¬ 
ponding period of 1973-74. 
During this period exports of 
metal manufatures increased 
by 67 per cent from Rs 40.8 
crores to Rs 67.8 crores; 
machinery other than electric 
by 10 per cent from Rs 38.8 
crores to Rs 78.2crores; elec¬ 
tric machiner by 109 per 
cent from Rs 24.1 crores to 
Rs 50.3 crores; transport 
eqipment by 85 per cent from 
Rs 29*8 crores to Rs 55.3 
crores; and other items of 
engineering goods by 114 per 
cent from Rs 28.1 crores to 
Rs 60.0 crozes. 

On the basis of pro¬ 


visional official data ex¬ 
ports of engineering goods 
by the close of 1974-75 have 
achieved a Level of Rs 353 
crores as againt Rs 201 crores 
in the year 1973-74. On the 
basis of a limited information 
there has been a notable in¬ 
crease in the export of engine¬ 
ering goods to Gulf countries 
mainly Kuwait, Iraq, Dubai 
and Saudi Arabia. The olf take 
by ECM countries parliculary 
the UK and West Germany also 
registered significant increase. 
The demand from a number 
of countries of Asia and Africa 
was also better. Projects 
export as also the export of 
construction services have im¬ 
mense potential special!) in i he 
West Asian oil rich couni rio*. 
A number of steps have been 
taken to promote our exports 
to foreign markets. 

It is however significant 
to note that the increase in 
our exports was more by 
large volume of trade than 
by higher unit value realisa¬ 
tion. The quantum index of 
exports of machiner) and 
transport equipment for the 
first eleven months of 1974-75 
at 6414 represented a rise of 
60 per cent in terms of volume 
where as the unit value inded 
at 188 was higher by 18 per 
cent. 

Handicrafts Decline 

The growth of exports 
slowed down during 1974-75 
mostly on acconnt of decline 
in gems & jewellery. As 
against the growth rate of 3b 
per cent registered in 1973-74, 
the total exports of handi¬ 
crafts during April-Fcb 1974- 
75 at Rs 159 crores was 
higher by only Rs 1.4 crores 
or nine per cent over the cor¬ 
responding year. During the 
current period pearls, pre¬ 
cious and semi-precious stones 
which account for the bulk 
of gem & jewellery declined 
by nine per cent from 8S 0 
crores during April-Fcb. 

74 toRs 80.1 crores during 
April-Feb. 1974-75. As agai¬ 
nst this handmade carpet 
and druggets increased from 
Rs 22.1 crores to Rs 30.9 
crores, art wear of metals 
from Rs 11.0 crores to Rs 
14.3 crores and jewellery in¬ 
cluding immitation jewel la ry 
from Rs 3.4 crores to Rs 7.3 


crores. The setback in gems 
& jewellery exports during 
the year can be attributed 
mainly to fall in the demand 
for such luxury item due to 
recent recessionary trends 
in the world markets. 

The exports of silver which 
was on ban since 1973 was 
lifted on February 1974 in 
view of the rising price of 
silver in international market. 
Exports of silversduring the 
first eleven months of 1974-75 
amounted to Rs 538 thou¬ 
sand kgs with a total earning 
of Rs 67 crores. Exports are 
mostly to UK followed by 
France and Dubai. 

Direction of Exports 

The year was marked by a 
rise in exports to all the re¬ 
gions. but the highest increase 
was recorded in the African 
region. Our total exports 
to this region . during April- 
Feb., 1974-75 amounted Rs 
188 crores recording an in¬ 
crease of about 121 per cent 
over the exports in the cor¬ 
responding period of 1973-74. 
Exports to Sudan rose from 
Rs 16.1 crores to Rs47.4 crores 
and to UAR from Rs 11.6 
crores to Rs 57.4 crores repre¬ 
senting a rise of 195 per cent 
and 223 per cent respective¬ 
ly. The increase is chiefly 
on account of sugar, in the 
case of Sudan and sugar & 
tea in the case of UAR. 

Although our trade with 
Latin American region has 
been very small, exports 
during the period under 
review went up by 92, 
per cent The distanee bet¬ 
ween India and Latin Ame¬ 
rica and lack of information 
about these markets are con¬ 
sidered to be the main rea¬ 
sons for the very little trade 
with this region. STC has 
opened an office in Buenos 
Aires and they are taking 
active steps to promote busi¬ 
ness relations. Steps have 
also been initiated to con¬ 
duct market studies and im¬ 
prove shipping service bet¬ 
ween India and this region. 

Exports to North America 
were higher by about 19 
per cent, rising from Rs 327 
crores during April-Feb- 
ruary 1973-74 to Rs 390 crores 


during the .period under 
review. At Rs 249 crores 
exports to USA were higher 
by some 16 per cent because 
of recessionary conditions 
while in the case of Canada 
the exports at Rs 41 crores 
registered a rise of 52 per 
cent. Exports to USA in¬ 
creased in respect of sugar, 
finished leather, engineering 
goods, footwear, clothing etc, 
but were lower for cotton 
piecegoods, jute manufac¬ 
tures, cashew kernels etc. The 
need or devoting special 
attention to the US market 
Is fully recognised and action 
is continuously taken to im¬ 
prove our share of this mar¬ 
ket. The establishment of 
the Indo-US Joint Commis¬ 
sion in 1974 is one of the 
most imp Ttant development 
in this direction. Another 
significant development is the 
passage of US Trade Act of 
1971 under which India is 
one of the beneficiary count¬ 
ries under the Generalised 
Scheme of Preferences (GSP) 
to developing countries. 

Falling Rate 

Our performance of exports 
to enlarged ECM during the 
period under review was not 
as impressive as in the 
previous year. As against 
a growth rate of 45 per cent, 
made in 1973-74 the exports 
to ECM during ihe first ele¬ 
ven months of 1974-75 at a 
total of Rs 618 crores w'ere 
higher by only 22 per cent. 
Exports to UK increased by 
24 per cent from 226 crores 
to Rs 280 crores. While the 
exports of tea. tobacco, engi¬ 
neering goods, rice, finished 
leather and footwear increased, 
those of cotton piecegoods, 
oilcakes, semi-processed lea¬ 
ther and fish declined in 
varying degrees. Exports to 
W'cst Germany and France 
increased by 29 per cent and 
73 per cent respectively but 
those to Italy, Denmark and 
Ireland were lower than the 
previous period. 

There was a significant 
improvem^t in the export 
to East Europe which at a 
total of Rs 609 crores during 
the first eleven months of 
1974-75 were higher by 42 
percent as compared to the 
corresponding period of the 


eastern economist 


335 


august a 15, 1975 



previous year. Exports to 
the USSR went up by 44 per 
cent from Rs 262 crores to 
Rs 378 crores. The large in¬ 
crease in exports to the USSR 
can be attributed to the ex¬ 
pansion of exports of jute 
mfrs., cashew kernels, finished 
leather, tea and coffee. USSR 
emerged at the beggest mar¬ 
ket of the year followed by 
the USA, the UK, and Japan. 
Exports to Poland and Cze- 
chosolovakia were higher by 
67 per cent and 60 per 
cent respectively. There was 
however, decline in the ex¬ 
ports to Bulgaria and Hun¬ 
gary. 

Asia and Oceania accoun¬ 
ted for nearly 35 per cent of 
India’s total exports during 
the first eleven months of 
1974-75. Exports to this 
region were higher by about 
41 per cent in the case of 
ESCAP and other Asia and 


Oceania the rise being of the 
order of 34 percent and 146 
per cent. In the ESCAP re¬ 
gion the decline in the exports 
of Japan was an unhappy 
development which at a total 
of Rs 261 crores during April- 
Feb. 1974-75 were lower by 
17 per cent. Tne fall in ex¬ 
ports to Japan was mainly 
due to her reduced offtake 
in respect of oilcakes cotton 
piecegoods, lish and semi- 
processed leather. 

A remarkable feature dur¬ 
ing the period was the pro¬ 
nounced rise in the exports 
to Iran which rose by about 
352 per cent from Rs 37 
crores to Rs 167 crores. The 
increase in exports was mainly 
confined to sugar, tea, jute 
mfrs., cotton piecegood and 
cement. There was also a 
significant increase in the ex¬ 
ports to Ceylon, Indonesia 
and Australia; on the other 


hand exports to Bangladesh 
Hong Kong and Singapore 
showed decline. Among the 
other Asian countries of the 
region of West Asia, exports 
to Iran were substantially hig¬ 
her at Rs 61 crores represent¬ 
ing a rise of about 285 per 
cent. The other countries viz. 
Dubai, Kuwait, Sandhi. Arabia 
etc., also registered signifi¬ 
cant increases. Our exports 
to Gulf countries was very 
encouraging. Including Iran, 
our exports to Gulf coun¬ 
tries rose almost three-fold 
from about Rs 108 crores 
during Aprii-Feb., 1973-74 to 
Rs 330 crores during Aprii- 
Febl 974-75. 

We have been trying 
to expand our exports 
of sugar, rice, meal, fruits 
and vegetables, cement, tea, 
etc.. In the last few years 
there has been significant 
expansion of exports of engi¬ 


neering goods to the countries 
in Asian region. The efforts 
to diversify exports by 
increasing the share of engi¬ 
neering goods would conti¬ 
nue, Recently the Federa¬ 
tion of Indian Chambers of 
Commerce and Industry 
sent a team to West Asia 
and the recommendations 
made by the delegation are 
being examined. We are 
continuing our exports to find 
market in this region for 
new products as well as to 
expand our exports of tradi¬ 
tional items. Three annexurcs 
given below are taken at the 
end (p. 337-339). 

No. 1 India's export of 
principal items during 1972- 
74, 1973-74 and April-Fcb., 
1974-74. 

No. 2 Unit value of se¬ 
lected exports commodities. 

No. 3 Direction of ex¬ 
ports. 



DO YOU DREAM 
IN COLOUR? 

If you live in a world of 
dreams dotted with greens and 
golds; if you see yourself 
in patterns of startling beauty; 
if you want to stop the 
world for a bold, dramatic 
moment, come to us. 

See our designs. Feel our 
flowing textures. And discover, 
that beautiful colours 
don’t belong only in dreams. 


BOMBAY DYEING 


80. M2S 
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India's Exports of Principal Items During 1972-73,1973-74 and April-February, 1974-75 


Annexure I 


(Value in Rs lakh) 


s. 

No. Hems 

Unit of 

1972-73 ^ 

1973-74 

April-Fcb’ 73-74 

April-Feb.’ 1974-75 



Qty. 

Qty. 

Value 

Qty. 

Value 

Qty. 

Value 

Qty. 

Value 

1. 

Tea 

Mill Kg 

193.2 

147.29 

198.3 

144,85 

174.4 

133,36 

204.6 

201,78 

2. 

Coffee 

OOOT 

50.9 

32.93 

52.7 

46,0! 

49.2 

42,12 

48.0 

50,09 

3. 

Tobacco unmfrd 

„ 

94.5 

61.07 

88.2 

68,41 

69.7 

57,57 

71.0 

73,78 

4. 

Oilcakes 

t > 

1001.3 

74,77 

1224.5 

170.60 

1070.7 

149,38 

739.3 

85,63 

5. 

Castor Oil 

»* 

45.7 

22,60 

35.1 

29,84 

32.7 

27,93 

19.4 

13,40 

6. 

Cashew Kernels 

n 

66 3 

68,82 

52.3 

74,43 

50.8 

71,92 

60.8 

110,75 

7. 

Spices 


44.4 

29,13 

61.1 

54,90 

49.6 

43,00 

46.2 

54,09 

8. 

(a) Pepper 


19.9 

14,31 

31.6 

29,53 

25. 2 

22,47 

23 6 

30,07 


(b) Cardamom 

* * 

1.5 

695 

1.0 

11,69 

1.6 

9,48 

1.5 

11,04 

9. 

Fish 


34.7 

54.45 

46.9 

88.35 

40.5 

75,71 

34.4 

50,21 

10. 

Sugar 

* * 

1018 

15.27 

248.9 

42.22 

202 3 

33,60 

539.4 

256,00 

11. 

lac 


7 5 

6.18 

5.6 

14.39 

4 9 

11,66 

7.0 

23,49 

12. 

Raw Cotton 

♦ » 

38 0 

21.58 

54.9 

32,40 

49.6 

28,51 

18.4 

14,08 

13. 

Rice 

1 » 

22 7 

3.49 

14. S 

6.68 

8.2 

2,88 

37.6 

19,24 

14. 

Raw Wool 

„ 

7. 1 

5,97 

5.5 

7,04 

4 9 

6,31 

3.9 

6,03 

15. 

Raw Jute 

„ 

16.8 

4,45 

15 6 

3,67 

11.9 

2,91 

65.8 

15,90 

16. 

Iron Ore 

Mi IT. 

20.6 

109.79 

23.7 

132.83 

21 1 

117,63 

19.6 

134,54 

17. 

Managancse Ore 

OOOT 

831.5 

8 67 

758.3 

9.00 

689.9 

8.16 

917.8 

15,10 

18. 

Mica 

Mil Kg 

27 0 

16.61 

25.8 

12,99 

24.3 

12,15 

27.7 

15,57 

19. 

Iron& Steel Scrap 

noor 

78,5 

I.2S 

111.6 

2,91 

102.6 

2,67 

101 .8 

6.05 

20. 

Cotton textiles 
(Mill-made) 

Val. 


1 56,92 

— 

270.02 


233,64 


266,44 


(a) Cotton piece- 
goods (mil-made. 

Mil Sq 
Metres 

449.4 

84.37 

645.8 

160, is 

590.7 

142,23 

345.7 

221,62 


Cotton Yarn 

Mill Kg 

21.4 

22,83 

10.3 

11,24 

9.3 

9,95 

9.6 

17,92 


(b) Cotton Apparel 

Val 

— 

29.85 

- 

63,74 

- 

51.81 

-- 

81,19 


(c) Cotton Hosiery 



95 

— 

3.01 

— 

2,45 

— 

4,44 


(e) Other Cotton mfrs 

— 

18.95 


31,85 

— 

27 22 

— 

41,27 

21. 

Cotton Piccegoods 
(Handloom) 

Mill Met 

47. 1 

16.54 

67.6 

32.06 

60.2 

28,22 

47.9 

28,11 

22. 

Jute mfrs 

Lakh Tonne 

5.81 

249.96 

5.63 

227,28 

5.16 

208,68 

5.55 

281,04 

23. 

Fabrics of artsilk 

Mill Met 

24.7 

9,48 

76.5 

27.82 

63.5 

22.82 

27.1 

17,06 


synthetic fibre and 
spun Glass, mill 
made. 


24. 

Coir Yarn & mfrs. OOOT 

47.8 

14,34 

45.61 

15,34 

40.1 

13,41 

39.2 

16,55 

25. 

Leather & leather Value 
manufactures 

— 

174.51 


171,35 


148,80 

r -v- 

131,83 


(a) E.l. Tanned Mill, gm 

hides and skins 

30.3 

101,10 

18.2 

85,60 

15.8 

74,45 

12.4 

55,06 


(b) Chrome Tanned 

19.1 

52,04 

10.1 

62,33 

16.9 

55,88 

10.7 

37,82 


(c) Finished Leather 

13.9 

. 16.56 

4.5 

16,35 

3.9 

13,54 

4.7 

27,22 

26. 

Footwear excl Mill pairs 

rubber footwear 

14.1 

12.57 

13.9 

13,17 

11.4 

11,33 

15.6 

17 # 69 

27. 

Iron Sa Steel prime Val- 
(excl ferro-manga- 

— 

23,14 


25,76 


23,77 


12,65 


cese and ferro-aiiovs) _ 

{Contd .) 


mmmM' mmm tur 


337 


AUGUST 15, 1975 





India’s Exports of Principal Items During 1972-73,1973-74 and April-Febraary, 1974-75— (Contd.) 

s. 

Items Unit of 

1972-73 

1973-74 

April-Feb’ 

73-74 April-Feb.* 1974-75 

No, 

Qty. 

Qty. value 

Qty. 

balue Qty. 

value Qty. 

value 

28. 

Ferrow-manganes OOOT 
and Ferro-alloys 

7.3 6.72 

28.5 

3,45 22.9 

2,65 29.5 

6,23 

29. 

Engineering Goods Val 

— *140,98 

— 

201,29 

161,51 — 

311,68 

30. 

Chemicals and Val 

allied products 

— 25,26 

— 

49,31 — 

39,76 

83,59 

31. 

Rubber mfrs, incl Val 
crude rubber 

— 6,74 

— 

10,47 — 

8,83 — 

12,49 

32. 

Minerals, fuels, „ 

Lubricants and 
related materials 

— 31,96 

■ 

15,32 — 

12,37 — 

18,38 

33. 

Plastic & Plastic ,, 

manufactures 

— 3,80 

— 

5,51 — 

4,37 

7,34 

34. 

Handicrafts ,, 

119,67 

— 

164,06 

144,98 — 

158,4; 


(a) Pearis, precious „ 
and semi-praci- 
ous stones 

— 77,93 


106,71 

87,96 — 

80,14 


(b) randmade Car- ,, 
pets and Druggets 

19,55 

* ■ 

24,01 

22,08 

3091 


GrandTotal 

1970,83 

— 

2483,22* 

2143.08 

2918,64 

♦Revised total is 2523,40 lakhs for which commodity-wise break-up is not available. 

Unit Value of Selected Export Commodities 


Annexure II 

(Value in Rs) 

S. 

Hems 

Unit 

1972-73 

1973-74 

April-Feb. 

April-Feb 

No. 





1973-74 

1974-75 

1. 

Jute mfrs. 

Tonne 

4298.70 

4034.19 

4044.19 

3063.78 

2. 

Tea 

Kg. 

7.62 

7.62 

7.65 

9.86 

3. 

Coffee 

6.25 

8.60 

8.56 

10.44 

4. 

Cotton pieccgoods (Mill-made) 

Sq. Mels. 

1.87 

2.48 

2.41 

3.52 

5. 

Cotton piecegoods (Handloom) 

Mets. 

3.51 

4.73 

4.69 

5.87 

6. 

Iron ore 

Tonne 

53.30 

55.93 

55.75 

68.64 

7. 

Manganese ore 


104.30 

118.71 

118.28 

164.52 

8. 

Mica 

Kg. 

7.31 

6.63 

5.00 

5.62 

9. 

10. 

Cashew kernel 

Footwear made of 

Tonne 

10383.74 

14233.67 

14157.48 

18215.46 


ieather & canvas 

Pairs 

8.94 

9.48 

9.94 

11.34 

11. 

Tobacco unmfrd. 

Kg. 

6.46 

8.75 

8.26 

10.39 

12. 

Spices 

Tonne 

5596.62 

8988.40 

8669.35 

11707.79 


(a) Pepper 

>» 

7770.02 

9331.02 

8916.67 

13122.88 


(b) Cardamom 

>> 

47820.44 

61278.23 

59250.00 

73600.00 

13. 

Oilcakes 

»? 

746.68 

1393.25 

1395.16 

1160.96 

14. 

Cotton raw 

i* 

5677.03 

5904.54 

5747.98 

7652.17 

15. 

Fish 

»* 

15687.57 

18827.49 

18693.83 

17212.21 

16. 

Wool raw 

»» 

8440.09 

12859.37 

12877.55 

33557.14 

17. 

Lac 

*» 

8177.22 

25669.77 

23795.92 

17212.21 

18. 

Iron & steel scrap 

n 

163.08 

260.36 

260.23 

594.30 

19. 

E.I. tanned hides & skins 

Kg. 

35.88 

47.08 

47.12 

44.40 

20. 

Finished leather 

99 

11.92 

37.14 

34.72 

57.91 

21. 

Chrome tanned 

Tonne 

18.11 

32,58 

33.07 

35.35 

22. 

Castor oil 

4945.74 

8500.73 

8541.28 

6907.22 

23. 

Groundnuts 

»» 

2492.20 

3933.57 

3694.83 

4527.98 

24. 

Cotton yarn 

Kg 

10.66 

10.91 

10.70 

18.67 

25. 

Coir yarn & mfrs. 

Tonne 

3029.59 

3365.41 

3344.14 

4221.94 

26. 

Sugar 

99 

1267.12 

1687.01 

1660.90 

4746.01 
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Direction of Exports 


Annexure III 


Region/Countries 1972-73 

1973-74 

April-Feb. 

1973-74 1974-75 

1. AFRICA ) 

10112 

10091 

8500 

18755 

t. Dahomey Rep. 

134 

410 

370 

415 

2. Ethiopia 

(inch Eritrea) 

196 

270 

212 

312 

3. Kenya 

550 

1012 

859 

L356 

4. Libya 

355 

506 

505 

858 

5. Malawi 

122 

186 

173 

261 

6. Mauritius & 

Dependencies 

191 

389 

297 

516 

7. Nigeria 

965 

1124 

930 

2049 

8. Other East African 

Countries 

320 

131 

114 

200 

9. Sierra Leone 

148 

162 

137 

240 

10. Sudan 

2071 

1857 

1609 

4743 

11. Swaziland 

170 

153 

122 

202 

12. Tanzania, 

United Rep. of 

301 

686 

571 

820 

13. Tunisia 

172 

119 

118 

95 

14. Uganda 

184 

339 

258 

423 

15. United Arab Rep. 

3172 

1482 

1158 

3744 

16. Zambia 

472 

374 

293 

843 

n. AMERICA 

31040 

38820 

33895 

41168 

(a) North America 

30394 

37358 

32686 

38985 

1. Canada 

2820 

3078 

2685 

4075 

2. USA 

27574 

34278 

30001 

34910 

(b) Latin America 

428 

1208 

992 

1900 

I. Argentina (inc. the 

Atlantic coast of 

Patagonia) 

77 

642 

546 

105 

2. Brazil 

49 

224 

147 

328 

(c) Other American 

Countries 

218 

256 

217 

283 

L. Barbados 

18 

24 

23 

32 

2. Guyana 

38 

57 

38 

72 

3. Netherland Antilles 

24 

34 

31 

46 

4. Trinidad and Tobago 60 

60 

54 

60 

S. Windward Islands 

36 

38 

35 

27 

m ASIA & OCEANIAN 

COUNTRIES 

64194 

86981 

73658 

103766 

(a) ESCAP 

$6805 

73080 

63452 

78622 

1. Afghanistan 

1252 

1500 

1280 

1219 

2. Australia 

2598 

5039 

4215 

5796 

3. Ceylon (Sri Lanka) 

801 

979 

816 

2546 

4. Hong Kong 

2014 

3613 

3113 

2383 

5. Indonesia 

530 

2675 

2177 

4870 

6. Iran 

2477 

4273 

3690 

16675 

7. Japan 

21716 

35513 

31593 

26143 

8. Malaysia (Singapore 
excl.) 

934 

2408 

200 

25759 


(Rs in lakhs) 

Region/Countries 1972-73 1973-74 April-Feb. 


1973-74 1974-75 


9. Nepal 

3507 

2889 

2551 

3828 

10. New Zealand 

825 

1340 

1185 

2015 

11. Bangladesh 

16824 

5873 

4870 

3769 

12. Singapore 

1784 

4293 

3590 

3316 

(b) Other Asian & 

Oceanian Countries 

7389 

13901 

10206 

25144 

1. Abu Dhabi 

130 

346 

256 

392 

2. Bahrain Islands 

311 

889 

544 

r 28 

3. Dubai 

802 

2124 

1161 

3490 

4. Iraq 

1098 

1990 

1581 

6093 

5. Kuwait 

1495 

2086 

1740 

3483 

6. Saudi Arabia 

1214 

2584 

2012 

3533 

IV. EAST EUROPEAN 

COUNTRIES 

46973 

47806 

42869 . 

60927 

1. Bulgaria 

1886 

1965 

1677 

1490 

2. Czechoslovakia 

4610 

4165 

3484 

5586 

3. German Dem. Rep. 

1511 

2162 

1953 

3003 

4. Hungary 

1228 

2377 

2039 

1798 

5. Poland 

4418 

4887 

4070 

6820 

6. Rumania 

1594 

1516 

1346 

2180 

7. USSR 

30482 

28379 

26225 

37790 

8. Yugoslavia 

1244 

2355 

2075 

2258 

V. WEST EUROPE 

44764 

64624 

55386 

67248 

(a) ECM 

40772 

59432 

50831 

61830 

1. Belgium 

3013 

4386 

3502 

4739 

2. Denmark 

568 

1290 

1.151 

912 

3. France 

4590 

4859 

3896 

6710 

4. Fed. Rep. of Germany 
(incl. Saar) 6228 

8225 

7394 

9558 

5. Ireland 

695 

909 

793 

761 

6. Italy 

4883 

6837 

5523 

4707 

7. Netherland 

3540 

7086 

5941 

6417 

8. UK 

17253 

26839 

22631 

28026 

(b) EFTA Countries 

2780 

3194 

2733 

3286 

1. Norway 

265 

461 

382 

359 

2. Sweden 

1616 

1406 

1234 

1383 

3. Switzerland 

793 

1181 

992 

1380 

(c) Other European 

Countries 

i2n 

1998 

1822 

2132 

1. Spain 

397 

1140 

1029 

781 

2. Turkey 

521 

384 

384 

857 

3. Finland 

104 

211 

170 

190 

4. Greece 

169 

230 

212 

257 

Grand total of exports 
ind. re-exports 

197083 

248322* 

214308 

291864 


♦Revised total Rs 252340 lakhs for which Country- 
wise break-up is not available. 
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Century Rayon 

An example of social 
responsibility 


Ctfltuiy ftay*.i sett rn oxat.ipie 10 other large 
corporations by its policy of synthesising 
service to the community, fulfilment of Its 
obligations to tha employees, the customers 
and tlia shareholders. And yet. you will bo 
surprised, it is making the highest contribution 
to ths nstionsl exchequer by way of tax 
payments as wall aa foreign exchange savings 
and earning! 

In apita of runaway inflation in the cost of raw 
materials and other .nputs such ss labour, 
spares, fual and walsr. Csntury Rayon sots 
onothor as ample by holding tha pricolma for 
its products 


PROFESSIONAL MANAGEMENT: 
Besides the philosophy, tha sacral lias 
in its professional management- 
Maximum decentralisation and 
delegation of authority and 
responsibility, has built an outstanding 
team of managers and workers, with 
a completely autonomous decision 
making process iri each of its segments. 

ASSISTING AUXILIARY AND 
ANCILLARY INDUSTRIES. 

Century Rayon behaves in supporting 
a number of smell entrepreneurs. 
Right'y so And if has become a 
benign big brother 10 a number of 
auxiliary and ancillary industries. It is 
helping them m three segments v«, a) 
the small scale supphers. b) the smell 
processors who use Century's bye- 
products and waste products, c) 
a large nation - wide community of 
small waavers dependent on Ctnrury's 
supply of yarn. Century Rayon is 
helping th«m in marketing. 

THE NATIONAL EXCHEQUER: 

How much do you think Century 
Ravon is paying by way of Taxes? 

To tha tune ol Rs 8 crores in excise 
duty and other levies, over and above 
the income lax oaid by the parent 
company, Century Spinning & 
Manufacturing Co. Ltd, to the extant 
of R? 7 crores per year. 

EXPORTS: 

Why is it that the Century Rayon 
Tyrecord is eauat 10 the worlds best? 
Tha testimony is constantly rising 
exports to sophisticated international 
markets. The total loraign exchange 
earning including Rayon Fabrics b 
Chemicals so far exceeds Rs. 5 crores. 

EMPLOYEE WELFARE: 



Century's workers are happy because 
of one of tha finest housing colonies 
provided to them, along with a club 
house, a cooperative bazar and a credit 


society. They enjoy tha bast 
educational faciiitita for their children, 
consisting of primary and secondary 
schools and a collage for Arts, 
Science and Commerce, its medical 
car* is unique, with a full fledged 
60 bad hospital, and traa medicine 



1 

Recreation, too. is dear to its heart 

Vast playgrounds, beautiful swimnunQ 
pools and gardens, a large library, its 
own network of roads and water 
works and. to top it all. one of the 
finest temples in a sublime atmosphere- 
all thesa amenities constantly growing 
in size and quality 

||^ 

1 

■ 


Century Rayon encourages sports 
both tor the amateur and the seasoned 
sportsman Century's sports teams 
have been winning many a laurel 
on the playgrounds. 


CREATING EMPLOYMENT: 

In today’s context. Century Rayon's 
contribution is significant, by 
providing employment to over 6 000 
workers directly, and supporting an 
entire township dependant on it. 


INDUSTRIAL RELATIONS: 

What would you say for a record of 
more than sixteen years of 
uninterrupted production, without 


COMMUNITY SERVICE. 



In times of catamites like 
earthquakes wars droughts and 
Hoods Century Rayon has sprung to 
the can cl duty voluntarily extending 
not only financial help hut a'ro 
providing volunteers and ether relief 
measures 


RESEARCH AND DEVELOPMENT. 




Well equipped laboratories and a team 
of dedicated scientists and technicians 
ensure the position cf leadership for 
Century Hayon—be it the finest reyon 
filament yarn or the toughest, 
improved rayon lyre cord. 

CAUSTIC SODA. 

To meet the needs of genuine users in 
the present acute shortens conditions. 
Century Chenvcels u following a 
policy Of Supplying the entire 

C oduchon to Actual Users on tho 
isis of past offtake, at fan puces. 



CENTURY RAYON 


losing a single manhour duo to strike 
or strife f Relations with the employees 
•re exemplary because of • direct, 

frank and honest reppori with them Industry House 

•cross the table, without external ” 

intervention. ‘ • 69. Churchgatt Reclamation, Bombay 400020 


ONCEPT-CR. 


1513 
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ProWems and 
prospects for 
exports: 
1975-76 

In spite of the increase of 29 
per cent in India’s exports, 
the country witnessed a record 
trade deficit of Rs 1096 crores 
during 1974-75. It is obvious 
that such a level of deficit can¬ 
not be sustained for any length 
of time and it is essential 
that exports from the country 
must expand at a substantial 
pace during the current year 
and beyond, notwithstanding 
the problems created by reces¬ 
sion in industrialised coun¬ 
tries of the west and cons- 
; traints of the internal econo- 
: my. 

I According to an assess¬ 
ment made by the ministry of 
Commerce for the Boord 
of Trade the current year 
1975-76 has started with a 
satisfactory increase in the 
total value of exports. Dur¬ 
ing the first two months ex¬ 
ports at Rs 496 crores were 
larger by Rs 106 crores or 27 
per cent as compared with 
the exports in the correspon¬ 
ding months of 1974-75. 
However, both the inter¬ 
national economy develop¬ 
ments and domestic situation 
necessitate that a close watch 
should be kept on the perfor¬ 
mance of major items of ex¬ 
ports so that the targets envi¬ 
saged for the year are at 
least reached, if not exceeded. 

Decline in Tee 

Tea exports during 1973- 
74 were 190 million kg valued 
at Rs 145 crores giving a unit 
value of Rs 7.61 per kg. Dur¬ 
ing 1974 there has been an 
appreciable increase in the 
uhit value of exports and 
consequently it is estimated 
that exports^ during 1974-75 
Were around R$ 216 crores 
with |ho unit value rising to 
Rs per kg, Latest indi¬ 


cations are that tea exports 
have contracted by Rs 4 
crores. In order to realise 
larger exports in value terms, 
exports of tea in forms 
"which would fetch in higher 
value per unit of exports is 
being encouraged. Conse¬ 
quently, exports of packet tea, 
tea bags, instant tea are being 
encouraged. Recently, a dele¬ 
gation consisting of represen¬ 
tatives of Tea Trading Cor¬ 
poration was sent to Kabul 
to negotiate the sale of packet 
tea to Afghanistan. 

New Market 

A four men delegation headed 
by chairman, Tea Board, visit¬ 
ed Tripoli (Libya) to negotiate 
supply of packet tea. A four 
men study team is also being 
sent to West Asian countries 
to study the tea market to in¬ 
crease the exports of packet 
tea in this area. It is expect¬ 
ed that during 1975-76. the 
exports of packet tea would 
be double (12/13 m. kg.) than 
that of the last financial 
year as the major tea pack- 
teers have doubled exports in 
the first quarter of 1975-76. 

Exports of coffee have con¬ 
tinued to increase during the 
last three years. They hu\e 
expanded both in terms of 
quantity, value and have also 
benefited from increase in unit 
value. Recent data for the 
year, however, indicates a dec¬ 
line in unit value realisation 
in view of the world surplus 
of coffee. The export of coffee 
to non-socialist countries is 
regulated in accordance with 
the quota given to the mem¬ 
bers countries under the In¬ 
ternational Coffee Agreement. 
Apart from making efforts to 
increase the export of items 
like instant coffee, attempts 
are also being made at inter¬ 
national level to increase the 
country’s export quota under 
the International Coffee Agree¬ 
ment. It is hoped that under 
the new Internationa! Coffee 
Agreement, our quota will be 
double of riie present quota. 

In recent months exports 
of jute and jute goods 
from the country, which are 
t one Of the major earners of 
foreign exchange, have been 


facing severe competition from 
the synthetic products. The 
competition increased subs¬ 
tantially during 1974 as the 
manufacturers of synthetic 
products were able to bring 
down their prices whereas jute 
prices did not decline to the 
same extent. The severity of 
the competition is reflected in 
most recent performance when 
exports of jute manufactures 
declined by Rs 23 crores. In 
order to enable the jute ex¬ 
ports face competition from 
the synthetics, the govern¬ 
ment recently abolished ex¬ 
port duty on carpet backing 
and hessian. In view of the 
fact that synthetics, will still 
have an edge over the natural 
product, especially those of 
primary carpet backing and 
heavier hessian, it is necessary 
to undertake massive research 
and development in order to 
reduce the cost of production 
of these items so that these 
may be able to meet competi¬ 
tion. 

Reverse in Jute 

In addition to the compe¬ 
tition from synthetics, the re¬ 
cent recession in the Ameri¬ 
can economy has also adverse¬ 
ly affected the export of jute 
goods, especially that of car¬ 
pet backing. With the dec¬ 
line in construction activity 
and in the automotive indus¬ 
try in the United States con¬ 
sumption of carpel backing 
and hessian has come down 
substantially. Although the 
United States economy has 
started showing mild signs of 
recovery we have yet not been 
able to take the fullest ad¬ 
vantage of this subdued re¬ 
covery, in view of the com¬ 
petition from other jute pro¬ 
ducing countries. Therefore, 
in order to solve the problem 
of export of jute goods, the 
formation of an association 
of jute producing as well as 
consuming countries is being 
considered and it is hoped that 
it will be formed before long. 
It would then be possible to 
undertake massive research 
and development activity to 
bring about reduction in cost 
as well as creation of new 
uses for jute. 

Besides the effort at the 


international level, domesti¬ 
cally it is being proposed to 
impose a levy on manufacture 
of jute goods to provide ade¬ 
quate funds to undertake the 
research and development in 
the jnte industry. Side by 
side a development council 
for the jute industry is being 
proposed. The council will 
consist of representatives of 
the industry, scientist, tech¬ 
nologist, government repre¬ 
sentatives and would mainly 
look to the research and pro¬ 
motional aspects. A decision 
has been recently taken to 
constitute a high powered 
committee for the jute indus¬ 
try to look into the various 
problems, the industry is fac¬ 
ing. The committee will 
have representatives of the 
concerned central government 
organisations, the state gov¬ 
ernments as well as .represen¬ 
tatives of ihe industry. 

The exports of mill-made 
cotton textiles have shown 
substantial increase during the 
last two years when they 
benefited from buoyant inter¬ 
national demand and price 
increase in synthetics. Lower 
domestic cotton prices during 
1973-74 were also a helpful 
factor. However, the exports 
of this item have been dec¬ 
lining particularly from the 
second half of 1974, and there 
has been a marked decline in 
forward contracting. The re¬ 
sult has been that during 
Aprit-June, 1975, the exports 
have been particularly poor. 

Arresting the Trend 

With a view to arresting this 
trend in exports and ensuring 
that the export target fixed 
for the year is realised, the 
government has taken a num¬ 
ber of steps which include 
delinking of controlled cloth 
production with exports, grant 
of MDF assistance at the rate 
of five per cent of FOB value 
of exports for purposes of neu¬ 
tralisation of internal tuxes 
w.e.f. July l, 1975 and at 
the rate of 10 per cent of the 
FOB value of exports towards 
neutralisation of the gap bet- 
weed the international and 
domestic cotton prices w.e.f. 
July 1, 1975 to December 
31, 1975. Apart from these 
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funds, the industry is also to 
make its own contribution to 
enable the Indian Cotton Mills 
Federation to announce a 
viable scheme of assistance. 
Along with these measures of 
assistance the removal of 
power cuts in most of the 
states is also expected to 
prove beencfccial to exports. 

Exports of ready-made 
garments have a substaniial 
potential to expand; their ex¬ 
ports reached a level of Rs 
69.93 crorcs during 1973-74 
as compared with Rs 17.85 
crores during 1971-72. But 
the momentum noticed earlier 
has not been kept up in the 
latest months when exports 
barely maintained their level 
of last year. In order to re¬ 
gain the momentum achieved 
in the cxpoit of garments the 
new export oriented units 
have been allowed to set up 
in collaboration with reputed 
foreign garments manufactu¬ 
rers. A scheme for manu¬ 
facture and export of ready¬ 
made garments out of import¬ 
ed synthetic fabrics, cotton or 
blended, is under active consi¬ 
deration of the government. 
This scheme will be in stiper- 
session of the earlier scheme. 
It is expected that before long 
it will be possible to announ¬ 
ce the details of this new 
scheme. 

Scope in Textiles 

Cotton textiles industry is 
one of the largest organised 
industry in the country. Even 
at its best the export per¬ 
formance has not exceeded 12 
per cent of its total produc¬ 
tion which by no means can 
be regarded as high when 
compared wi,h the export 
performance of other develop¬ 
ing countries such as Pakistan, 
Hong Kong or Korea. With 
the assistance measures now 
announced, it is necessary for 
the industry to be more for¬ 
ward looking and try to ex¬ 
port substantially larger quan¬ 
tum of its production than 
what has been achieved in the 
past. 

Handlooms are not only 
an important cottage industry 
but also a major export item. 
Handloom industry exports 
products worth about Rs 60 


crores net out of a total cot¬ 
ton textiles exports of around 
Rs 325 crores. There had 
been a more than four-fold 
increase in the export perfor¬ 
mance during the last live 
years i.e. from Rs 15 crorcs 
in 1970 to Rs 60 crores in 
1974. Nevertheless the ex¬ 
port potential of the sector 
has not been fully exploited. 
Given.the required assistance 
and encouragement, the in¬ 
dustry can contribute still 
higher to the country’s ex¬ 
port effort. The planned 
development of the handloom 
sector, therefore, have a great 
impact on national develop¬ 
ment in creation of maximum 
employment opportunities and 
raising rural incomes. 

Priority Basis 

To revitalise and develop 
the industry, a number of 
measures are proposed to be 
taken on a priority basis. It 
has been decided to increase 
the cooperative coverage in 
the sector from the present 
30 per cent to 60 per cent by 
the end of the fifth Plan. A 
number of intensive develop¬ 
ment projects covering about 
5 to 10 thousand handlooms 
each outside the cooperative 
fold in compact areas are to 
be started. It has also been 
decided to set up some export 
oriented pilot production pro¬ 
jects, each unit covering about 
1000 handlooms in important 
handlooms centres. The units 
will be provided technical as¬ 
sistance and other inputs of a 
high qualitative order to cater 
for the increasingly sophisti¬ 
cated demand of the export 
market. Adequate and regular 
supply of yarn and other inputs 
through increased production 
of hank yarn is being ensured^ 

The policy on reservation 
of lines of production for the 
handloom and osher sectors 
is being rationalised in order 
to plug the loopholes in the 
present reservation orders and 
also to ensure the adequate 
lines of production for this 
sector. A suitable organisa¬ 
tional structure to look after 
th; interest of the handloom 
sector, with a Development 
Commissioner for Handlooms 
at the centre, is being envisa¬ 


ged. The existing All India 
Handloom Board is likely to 
be reconstituted for effective 
functioning and to coordinate 
the development in this sector 
on an All-India basis. 

Growth Items 

Engineering goods are one 
of our growth items and are 
expected to contribute subs¬ 
tantially during 1975-76. In 
view of the large social and 
economic development pro¬ 
grammes which are being un¬ 
dertaken in thq^ Gulf coun¬ 
tries and the development 
programmes in a number of 
South-East Asian countries, 
engineering exports should 
rise substantially during the 
current year. There is already 
an increase of Rs 33 crores in 
the most recent performance. 
In order to enable the exports 
of engineering goods to be 
more competitive in inter¬ 
national markets a number of 
steps have been taken recently. 

The pre-shipment packing 
credit for certain medium and 
heavy engineering goods has 
been extended from 90 to 18C 
days. The policy of export on 
deferred payment terms has 
been liberalised. The procedure 
for allocation of indigenous 
steel for export production 
has been simplified and such 
categories of steel as are not 
locally available are being 
imported for purposes of ex¬ 
port production. Besides the 
government have recently 
taken decisions on the Sondhi 
Committee Report on Engi¬ 
neering Exports. Some of the 
important decisions taken by 
the committee are given below: 

(i) The rate of cash as¬ 
sistance for export of 
capital goods and turn¬ 
key projects and will 
be protected till the 
completion of the con¬ 
tract. In respect of 
other engineering 
goods the protection 
available is for a 
period of three years. 

(ii) In case JPC steel pri¬ 
ces are revised upward 
by 10 per cent or more, 
contracts entered into 
by exporters up-to the 
date of revision wilt be 


protected, provided 
they do not mm rf* 
arty escalation clause. 

(iii) In respect of export 
obligation penalty to 
fulfil the export obtt* 

f ation will hereafter 
y equivalent to un¬ 
fulfilled part of the 
obligation which will 
have to be handed 
over to the State Tra¬ 
ding Corporation of 
India. 

(iv) All imports including 
raw materials, steel, 
cement, power etc wifi 
be made available to 
exporters to the .naxi- 
mum extent possible 
and to ensure this, 
a high-powered in¬ 
ter-ministerial com¬ 
mittee has been set up. 

(v) In respect of advance 
jicences for exports- 
imports duty will not 
be charged, to obviate 
the formality of sub¬ 
sequent refund. Neces¬ 
sary modalities are 
being finalised in this 
regard. 

(vi) Hcncc-forward Indus¬ 
trial Development 
Bank of India (1DBI) 
will be the focal point 
for processing expor¬ 
ters’ proposals involv¬ 
ing deferred payments. 

In order to take advantage 
of the present large program¬ 
mes of construction of ports, 
harbours, airports, highways, 
bridges, hospitals, residential 
buildings and a variety of 
civic amenities in the Persian 
Gulf area, the ministry of 
Commerce has been designat¬ 
ed as the central coordina¬ 
te agency. For this pur¬ 
pose, a number of steps nave 
been initiated to organise the 
construction companies and 
facilitate their participation 
in the works abroad by or¬ 
ganising consortiums. It 
should be possible for us. to 
take substantial interest in 
these construction program* 
nte$ as we have a fairly deve¬ 
loped construction industry in 
the country. ^ 

India has a well developed 
Wagon/coach building indus¬ 
try. In view of the fact 
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that large development pro¬ 
grammes are envisaged in 
South-East Asia, West Asia, 
Africa, and there are possi¬ 
bilities in some of the wes¬ 
tern industrialised countries, 
efforts are being made to ex¬ 
pand the export of railway 
wagons/coaches from this 
country. Not only the cons¬ 
traints, which come in the 
way of exports, have been 
identified but also vigorous 
attempts are being made 
to promote evports by re¬ 
moving them. The constraints 
identified arc non-availability 
of required specification of 
steel in the lime, insufficient 
capacity in production of 
wheel sets and roller bearings, 
and lack of concessional 
finance for longer periods. 

The exports of chemicals 
and allied products have main¬ 
tained their high export per¬ 
formance both in 1973-74 and 
1974-75. The shortage of raw 
material experienced in increas¬ 
ing production of* chemicals is 
being removed by allocating 
imported and indigenous raw 
materials in increasing quan¬ 
tum for purposes of export 
production. Government is 
also actively considering a 
scheme for supply of natural 
raw rubber at international 
prices for purposes of export 
production. 

Shipping Problem 

The problem of shipping 
as a constraint in export of 
some of these cargos which are 
considered hazardous (paints 
and warnishes), low freight 
cargo (processed minerals) and 
dirty cargo (crushed bones) is 
being looked into and is likely 
to be solved before long. 
With these problems having 
been solved, exports of chemi¬ 
cals and allied products arc 
likely to contribute signi¬ 
ficantly as there is substantial 
foreign demand. 

Among the non-traditional 
items which India has started 
exporting in recent years elec¬ 
tronics are significant. The 
export of electronics has in¬ 
creased from Rs 3 crores in 
1970-71 to Rs 7 crores in 1972- 
73 and is estimated at Rs 9 
crores during 1974-75. The ex¬ 
ports however, form only about 


three per cent of the coun¬ 
try’s production. The bulk of 
exports consists of radios and 
data processing equipment 
although other equipment such 
as telephones, teleprinters also 
figure in exports. The world 
market for electronics is in¬ 
creasing at a fast pace and 
being one of the early star¬ 
ters, among the developing 
countries India has a substan¬ 
tial advantage over others in 
this field. In view of the fact 
that Indian goods are by and 
large competitive, conform to 
the international standards 
and also established themsel¬ 
ves in selected markets, the 
potential for expanding ex¬ 
ports from the country is 
very high. What is required 
is a bold approach and a 
massive drive to export elec¬ 
tronics goods from the country 
during the years to come. 

Oilcakes are a major item 
of exports. For the last two 
vears, the exports had bene¬ 
fited because of' favourable 
conditions in the internatio¬ 
nal prolein market. Conse¬ 
quently exports reached a 
level of Rs 170 crores during 
1973-74. The major items 
exports among oilcakes me 


dc-oiled groundnut cake 
(groundnuts extractions), sol¬ 
vent extracted decorticated 
cotton seed cake and deoiled 
rice bran. During the current 
yeai in view of more normal 
conditions in international 
markets the demand for oil¬ 
cakes is sluggish. Experts 
consequently, during the first 
few months of 1975-76 were 
lower. 

In order to arrest the 
declining trend in exports, 
government has initiated 
several steps. A cash assis¬ 
tance at the rate 15 percent 
of FOB value has been 
granted on exports of deoiled 
rice bran. This is likely to 
boost exports of deoiled rice 
bran and the same time make 
available increased produc¬ 
tion of rice bran oil for do¬ 
mestic consumption. A pro¬ 
posal to give cash and other 
assistance on the export of 
cotton seed extractions is 
under consideration. 

The main variety of to¬ 
bacco exported from India 
is F.C.V. variety. In order 
to maintain and increase ex¬ 
ports production of thj s varie¬ 
ty, particularly in light soil 
areas, is being encouraged. 


The Tobacco Board, which is 
expected to stant functioning 
in a few months time, is ex¬ 
pected to look into the 
various aspects of tobacco 
production and provide ade¬ 
quate guidance in the matter. 
Exports of tobacco in recent 
months were larger than in the 
same months of 1974, Exports 
during the current financial 
year arc likely to benefit from 
purchases from Italy as the 
Italian Tobacco Monopoly 
has recently signed a big con¬ 
tract. 

Exports of cashew kernels 
in the latest months of 1975- 
76 were smaller as compared 
with the exports during the 
same months of last year. 
Recently while international 
prices have declined and the 
demand is low', the cost of 
procurement of raw nuts and 
processing charges (including 
wages) have gone up. We 
have to continue our efforts 
for larger domestic produc¬ 
tion of raw nuts and taking 
steps to ensure thut substan¬ 
tial amount of raw nuts avail¬ 
able within the country corac 
to the processing units for 
export purposes. 

The exports of leather 
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and leather manufactures 
were depressed duriug 1974- 
75 because of decline in 
prices and recession in indus¬ 
trialised countries. Exports 
have picked up in 1975-76. 
With the revival of the world 
demand, better organisation 
of production facilities at 
home and implementation of 
policies through the newly 
set up Leather Development 
Corporation it should be pos¬ 
sible to expand exports subs¬ 
tantially during the current 
financial year. Substantial 
markets for this item exist both 
in North America and in 
Europe both eastern and 
western. 

rdarine Exports 

Export of marine products 
during 1974-75 had suffered 
because of recessionary condi¬ 
tions in industrialised count¬ 
ries, which are the main 
markets for this item and 
also smaller catches. The 
position, however, has chan¬ 
ged. Presently . Indications 
are that the improvement 
noticed in the first quarter 
would be maintained in the 
rest of year. In order to ex¬ 
pand exports, it is proposed 
to undertake extensive mea¬ 
sures for propaganda and 
publicity (for which adequate 
funds have been sanctioned 
for MPEDA). In plant ins¬ 
pection and setting up of 
frozen storage facilities at 
ports is under active consi¬ 
deration. In order to over¬ 
come the difficulties of finance 
for the purchase of deep sea 
trawlers by small and medium- 
scalc entrepreneurs, a Traw¬ 
ler Development Fund is be¬ 
ing created. 

Exports of handicrafts 
have shown a considerable 
buoyancy during the last two 
years, as a result of develop¬ 
mental and export promotio¬ 
nal measures taken by the 
government. The export 
went up to Rs 72.6 crores in 
1973-74 from a level of Rs 
51.8 crores during 1972-73. A 
major increase has been 
achieved in the export of 
woolen carpets and art metal¬ 
ware. In the held of hand¬ 
made carpet the major thrust 
has been on increasing pro¬ 
duction capacity through 
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an Intensive Training Pro¬ 
gramme of the Carpet Weavers 
in the potential area. At 
present 16 carpet weaving 
centres arc functioning in 
different parts of the country. 
It has been decided to start 
30 more such training centres 
in the current year. In addi¬ 
tion seven Marketing and Re¬ 
search Extent ion Centres have 
been set up and seven more 
research centres are proposed 
to be set up during the current 
year to render assistance for 
marketing etc, to the crafts¬ 
man and the industry. 

The exports of gem and 
jewellery, particularly dia¬ 
monds and precious stones 
which were not moving fast 
enough because of the rece¬ 
ssionary conditions in some 
of the industrialised countries 
of west, are expected now 
to show substantial improve¬ 
ment since the recession in 
the United States is showing 
signs of lifting. The exports 
in the first months of 1975- 
76 have shown an increase. 

Processing Zones 

In addition the govern¬ 
ment has also improved the 
administrative set up of the 
Santa Cruz Electronics Pro¬ 
cessing Zone by establishing 
the Santa Cruz EPZ Board, 
which is the focal point for 
clearing applications for in¬ 
dustrial licences, foreign 
collaboration, capital goods 
etc. The zone is capable of 
accommodating 80-87 units. 
So far 46 unsts have been 
approved for location. Five 
of these have commenced pro¬ 
duction and from September, 

1974 and upto # end of June 

1975 had exported goods 
worth Rs 3 lakhs. The ex¬ 
ports of Kandla Free Trade 
Zone during 1974-75 were 
Rs 1.80 crores as compared 
with Rs 1.77 crores in 1973- 
74. Realising the importance 
and significant contribution 
which processing zones can 
make to exports, government 
has decided to establish a 
free trade zone at Salt Lake 
area near Calcutta. The ques¬ 
tion of locating a dry port 
near Delhi is also engaging the 
attention of the government. 

In order to promote ex¬ 


ports specially of non-tra- 
ditional products, areas of 
growth especially in the wes¬ 
tern Europe are to be iden¬ 
tified and a number of 
commercial development pro¬ 
grammes have been evolved. 
The basic objectives of these 
programmes is to identify at 
a micro level, the products 
which can be exported to 
these countries. 

New Items 

For this purpose among wes¬ 
tern Europe, West Germany, 
Belgium, France have been 
selected. In the case of 
countries in eastern Europe 
joint commissions have been 
established to identify areas of 
long term economic co-ope¬ 
ration, undertake production 
in accordance with the needs 
of the other trading partner 
and also for purposes of ex¬ 
port to the third country 
markets. Production co¬ 
operation agreements are 
another instrument for in¬ 
creasing exports to Socialist 
countries where prospects are 
good in a number of fields. 

In addition the govern¬ 
ment has taken steps to 
strengthen the infra-struc¬ 
ture of exports and also 
taken several steps to sim- 
plyfy the administrative pro¬ 
cedures and regulations in a 
numbers of areas. Substantial 
simplification has already taken 
place in the matter of issue 
of import licences for raw 
materials, components and 
spares under the import trade 
control policy for 1975-76. 
A number of suggestions are 
being actively considered for 
simplifying the procedure 
for grant of duty draw-back 
and cash assistance on selec¬ 
ted items of exports. Once 
the decisions have been taken 
and implemented a substan¬ 
tial part of complaint of ex¬ 
porters in the matter of dis¬ 
bursement of duty draw-back 
and cash compensatory sup¬ 
port on exports would 
disappear. 

Notwithstanding the tight 
money policy currently being 
followed by the monetary au¬ 
thorities in the country, it has 
been agreed that exports and 
production for exports should 


not suffer for lack of finance, 
Exports have been accorded 
in the matter of providing fian- 
nce priority only next to food 
in the overall monetary policy 
of the country. The Reserve 
Bank of India in its latest 
letter of July 8, 1975 has 

advised the commercial banks 
to give added attention to (i) 
deferred payment exports and 
(ii) industries where a subs¬ 
tantial part of output is 
meant for exports or where 
new potential for exports 
could be quickly built up. 

The recent opening of the 
Suez Canal should also bene¬ 
fit exports to countries, West 
of Suez Canal. This should 
enable the Indian exports to 
reach the markets of coun¬ 
tries around the Meditarranca 
Sea and the Black Sea more 
promptly and in lesser time. 

In view of the likely pick 
up in economic activity in the 
western industrialised coun¬ 
tries, our efforts in external 
publicity have continued 
vigorously through partici¬ 
pation in trade fairs, exhi¬ 
bitions etc. During the 
current financial year parti¬ 
cipation in 16 trade fairs and 
about 20 specialised commo¬ 
dity fairs besides holding of 
10 completely Indian exhibi¬ 
tions has been programmed. 
Schemes of integrated pro¬ 
grammes of promoi ion for 
countries of Europe and 
Middle-East are under consi¬ 
deration. The setting up of 
a high powered appex or¬ 
gan i>af ion to be called 
Trade Fair Authority is being 
actively considered. 

All in all the prospects 
of exports from India during 
the current year are good. 
It should not be over-looked 
that in a number of items 
such as cotton textiles, 
leather and leather goods, 
marine products, chemicals 
and allied products, engi¬ 
neering items etc., India is 
still a marginal supplier in 
world markets. Consequently 
the possibilities of expanding 
exports of these items in 
world markets are immense. 
Given the effort it should be 
possible for us not onlv to 
realise but even surpass the 
export target fifced for the 
current year. 
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ERYTHRINA INDICA. 

MACARANGA PELTATA. STEREOSPERMUM CHEIANDRIS, 

OILIENIA PENTA6YNA ei cetera 

What are they? 

Nothing but a tew ol the longue-twisting botanical names ot certain soft 
and sem'fhard wood species locally known in Keiata as MURUKKU. 
UPPOOTMY, POOPAADIRf, VA2HAPUNNA etc. which are now being 
used as raw material for producing. 

RAYON GRADE PULP. 

Thus Gwalior Rayons helps build up economy of 
Nation by saving nearly fifteen crores rupees worth 
of foreign exchange every year. 
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IN ANY SCRIPT YOU ORDER: 

ATUL ENSURES GOODS OF 
PROVEN INTERNATIONAL QUALITY 

FOR A FULL RANGE OF DIRECT 6 ACID DYES. 

TULATHOL8 tt TULABA8E8, SULPHUR BLACK 
8WETAK AND DYE8 INTERMEDIATES; AS ALSO 
CHEMICALS, PHARMACEUTICAL INTERMEDIATES 
AND PHARMACEUTICALS 


PLEASE CONTACT: 

SALES DEPARTMENT 

ATUL PRODUCTS LIMITED 

P O. ATUL, DIS C BULSAR (GUJ ARAT) 
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The Tragic end of Sheikh Mujibur Rahman, President of Bangladesh, in the early 
hours of Friday, August 15,1975, reminds one of the well-known poem—the Patriot- 
written by Robert Browning. Nearly four and a half years ago, “it was roses, roses, 
all the way’’ for the Sheikh. But the suddenness and the brutality with which he and 
some members of his family were eliminated have not unexpectedly caused gloom 
almost all over the sub-continent, A true patriot, the Sheikh had not left undone for 
Bangladesh what was humanly possible for him to do. 

Why was the Sheikh assassinated? Was personal jealousy at the root of this abomin¬ 
able act? What pari had Mr Mushtaquc Ahmed, the new Bangladesh President, played 
in the dramatic developments? What was the role of the army? Memory leads one to 
Egypt and Pakistan where similar coups have taken place inthe past. Nasser used Naguib 
and Ayub took shelter behind Iskander Mirzain the first few weeks oi the change-over. 
Who is at present driving whom in Bangladesh is not clear. 
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Islamabad had shown indecent haste in recognising the new regime. In fact. Radio 
Pakistan had been gloating over (he latest happenings in Bangladesh and was finding it 
difficult to repress its joy. It followed that the diplomatic relations between Pakistan and 
Bangladesh might he established soon. Some sections in Pakistan had already started 
dreaming of Bangladesh being re-named as East Pakistan. The Western news agencies 
had given wide publicity t o 1 he reported change in the name of the state from the People's 
Republic of Bangladesh to the Islamic Republic of Bangladesh and this had naturally 
sent a wave of pleasure throughout Pakistan. However, Radio Bangladesh had contra¬ 
dicted this report and had clearly indicated that the nomenclature had remained un¬ 
changed. 

Our government had understandably taken a detached view of the happenings in 
Bangladesh since it had no desire to interfere in the internal affairs of a neighbour¬ 
ing state. Nodoubtthatourcountry had developed the most friendly relations with the 
Sheikh and his government but we had in no way tried to influence the course of events 
in Bangladesh. The popularity enjoyed by the Sheikh was unrivalled and he had done 
his best to improve the lot of the people who had suffered ceaselessly for two and a half 
decades under Pakistan's rule. Perhaps the people expected more from him than he could 
have done even with the best of efforts and intention under the prevailing circumstances. 
A feeling of disillusionment had obviously been caused among the people by his failure 
in the economic field and he had also sensed it. The one-party rule, press censorship 
and various other measures taken by him early this year were all designed to tone up the 
sagging administrative machinery. For a while it appeared that the assumption of 
full powers by the Sheikh had started improvingthe shape of things inBangladesh. 

The Sheikh was no longer there to put up a defence of what he tried to do for the 
people of Bangladesh. Perhaps even his friends in Bangladesh will not be allowed to 
perform that task. In the meantime, the so-called experts inthe West who have watched 
the various developments in the subcontinent including Bangladesh have put forward 
the view that the Sheikh had in the recent past lost touch with the people and that he w as 
surrounded by a group of flatterers who never let the real difficulties of the people reach 
his cars. If this were so, it was a grievous fault and grievously had the Sheikh paid for 
it. But perhaps the time had not come to pronounce a judgement on the failings of the 
Sheikh who fell a victim to the machinations of a group of scheming minds in Dacca. 
The conspirators whose hands were bloody owed to the people of Bangladesh to ex¬ 
plain their motive in committing the heinous crime of killing the Sheikh who was the 
darling of the people and had earned the title of Banga Bandhu. 



The export drive 


A new challenge faces exporters of tradi- 
lional and non-traditional commodities 
in 1975-76 as the target for exports has 
been raised to Rs 3,800 crores from the 
earlier estimate of Rs 3,500 crores against 
the actual performance of Rs 3,253 crores 
in 1974-75. The effort involved will be 
truly streneous as in the last eight months 
of the year, the value of exports will have 
to be raised by over Rs 370 crores to Rs 
2,726 crores, as compared to the last eight 
months of 1974-75, or a monthly rate of 
exports of Rs 341 crores against the pre¬ 
vious comparable average of Rs 295 
crores The prime minister is aware of the 
constraints on exports and has suggested 
that outmoded methods for grant of 
drawback and restrictions on exports of 
particular commodities should be re¬ 
moved. 

It has even been stated that there 
will be liberalisation of imports of raw 
materials and components needed lor 
boostingproduction in sectors which will 
result in increased export surpluses. 
Already some concessions have been 
announced for facilitating shipments of 
engineering goods while a cabinet com¬ 
mittee on exports is constantly reviewing 
the disabilities of particular industries in 
making their contribution to foreign ex¬ 
change earnings because of the high cost 
of production and conflicting policies in 
regard to the pricing of raw' materials. 

The improvement in power situation, 
genuine attempts to raise productivity and 
promotion of cordial relations between 
labour and mangement should be helpful 
in increasing substantially industrial 
production in the coming months. If the 
output of food and commercial crops 
loo can be raised to reach the targets pro¬ 
posed in the annual Plan, the value and 
quantum of staple exports, which even 
now account for a sizable portion of 
aggregate foreign exchange earnings, can 
be substantially raised, ll is difficult, 
however, to visualise how the new 
target of Rs 3,800 crores for export scan 
be achieved if there is continued reces¬ 
sion in the developed countries and unit 
values realised also are lower than in 
1974-75. Fortunately, some new favour¬ 
able factors are in operation which will 


enable the main exporting industries to 
increase their share of foreign exchange 
earnings marginally or signiiicantly with 
the exception perhaps of the jute industry. 

The State Trading Corporation has been 
experiencing considerable difficulty in in¬ 
creasing sizably the value of sugar exports 
because of wide fluctuations in prices in 
international markets. At one stage there 
was a drop in the London quotation to 
below £ 130 per ton. Subsequently, however, 
there has been a rally to over £210per ton 
and with the premiun available on supplies 
of Indian sugar, fresh sales can be effected 
at prices which still result in a profit to the 
government. Thanks to the conclusion of 
contracts in earlier months at higher 
prices and the scope for increasing the 
quantum of exports to even one million 
tonnes, there is a possibility of earning 
Rs 540 crores through sugar shipments 
or Rs 100 crores in excess of 1974-75. 

Likewise, a sizable surplus of steel can 
fetch an extra Rs 50 crores while engine¬ 
ering exports may secure additionally 
Rs 85 crores. Between lea, coffee and 
other plantation products the value of 
exports may go up by only Rs 25 crores 
as some difficulties are experienced by 
exporters of cashew while w'ide fluc¬ 
tuations in coffee prices noticed in recent 
months may make it difficult for the high 
average price of last year to be 
excelled. (The latest trends in interna¬ 
tional prices are, however, reassuring). 

There is of course vast scope for 
exploiting the new opportunities for 
securing contracts for the construc- 
t ion of factories, roads, irrigation systems, 
transmission lines and other schemes on 
a turn-key basis in west Asia, Africa 
and south-east Asia. These contracts 
will result in an increase in visible and 
invisible exports though it remains to be 
seen what will be the net benefit accruing 
to visible exports in the current financial 
year. There may also be large shipments 
of cement, chemicals, ferro alloys and 
other items which may augment foreign 
exchange earnings by Rs 50 crores or 
more. 

However, against these additions to the 
value of exports, there may be a reduced 
contribution by the producers of gunnies, 


marine products and cotton textiles. It 
may be difficult to ship larger quantities of 
iron ore. In the final analysis, therefore, it 
may turn out that exports will increase to 
only Rs 3;600 crores or thereabout though 
it may be expected that turn-key jobs or 
buoyancy in other directions may fetch 
an extra Rs 100 crores. 

Even if there happens to be a small 
shortfall over the export target of 
Rs 3,800 crores, the trade gap can be 
considerably reduced to below the level 
of Rs 443 crores of 1973-74. It will pay 
rich dividends to scan carefully the im¬ 
port list for possible savings even while 
permitting liberal imports of particular 
groups of raw materials and components. 
The record imports of Rs 4,349 crores 
permitted last year were due to excessive 
purchases of fertilisers, non-ferrous metals 
and steel. There were also heavy com¬ 
mercial purchases of foodgrains. 

It was indicated recently that the 
purchase prices of fertilisers against 
earlier contracts for fertilisers were 
being renegotiated and a saving of 
Rs 100 crores might be achieved there¬ 
by. There may also be a staggering of 
imports of different categories of steel 
and it has even been claimed that, for the 
first lime in the past few years, the steel 
industry will be a net foreign exchange 
earner. A corresponding effort has not 
been made however for pruning imports 
of non-ferrous metals and even the Hin¬ 
dustan Copper Corporation has been com¬ 
plaining that the Minerals and Metals Tra¬ 
ding Corporation is continuing to import 
heavily copper and other metals when the 
former is experiencing difficulty in dispos¬ 
ing of its current production. If the scope 
for effecting substitution of imports of 
chemicals, aluminium and other products, 
with an achievement of a higher level of 
internal production, can be fully exploi¬ 
ted and some advantage is also derived 
by a lowering of import prices, the import 
bill excluding foodgrains, can be reduced 
to Rs 3,200 crores from Rs 3,500 crores. 

As regards food imports, the govern¬ 
ment is understandably anxious to build 
up buffer stocks and help the public distri¬ 
bution system to function effectively. There 
need not, however, be purchases on the 
scale of last year and fresh imports of 
around three million tonnes can help to 
swell buffer stocks by this quantum, 
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more especially it the expectations in regard 
to the achievement of a record production 
of over 110 million tonnes materialise. 
In that event, the saving on food import 
also can be over Rs 200 crores restricting 
the total of all imports to Rs 3,850 crores. 

This kind of reasoning leads us to a situa¬ 
tion in which exports can pay for imports 
nearly fully though it is arguable that the 
situation may get complicated if there 
is ani ncrease in oil prices after Septem¬ 
ber and a liberal policy in respect of im¬ 
ports leads also to heavy purchases of some 
items for taking advantage of lower price 
and the easy availability of foreign ex¬ 
change because of larger net aid. Even so, 
the gap may not be sizable if the export 
effort is sustained and new concessions 
and regulations .arc really helpful. The 
saving in imports also will be tangible. 

The prospect of achieving balanced or 

IDPL turns 

It is gratifying to note that like several 
other giant public sector undertakings, 
the Indian Drugs and Pharmaceuticals 
Limited (1DPL) has turned the corner 
and is now getting into strides. Notwith¬ 
standing the fact that two of its consti¬ 
tuents -the antibiotics plant at Rishikesh 
and the surgical instruments unit at 
Madras-'continue to make moderate 
losses, the sizeable profit of Rs 407.12 
lakhs made by the third constituent--the 
synthetic drugs plant at Hyderabad 
enabled the organisation to yield last year, 
for the first time since its going into produc¬ 
tion, an overall profit of nearly Rs 240 
lakhs. This was despite the fact that the 
production costs of all the IDPL units 
registered substantial increases, both on 
account of materials and manpower, due 
to inflation abroad as well as within the 
country. The increases in product prices 
effected last year compensated the under¬ 
taking only for the escalations in material 
costs. The higher manpower costs had to 
be absorbed by it. 

With the efforts currently being made to 
improve the working of the Rishikesh and 
the Madras units, the impressive progress 
being registered by the Hyderabad unit 
and the expansion programmes which 
are proposed to be implemented .during 
the current Plan period, the IDPL can 
legitimately be expected to show a much 
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near balanced trade in the second difficult 
year of transition, after the international 
oil crisis, is indeed heartening. It will 
then be possible to avoid a fresh increase 
in external indebtedness. There will of 
course be the obligation to effect repay¬ 
ments against the standby credits and the 
oil facility secured from the International 
Monetary Fund and special credits from 
Iran and Iraq for financing oil imports. 
Since these repayments and others against 
aid from the consortium and other sources 
will impose a heavy strain on the balance 
of payments position, the ministry 
of Commerce has to achieve a surplus in 
exports over imports if a continuing growth 
in the external debt is to be avoided and 
trade has to take the place of aid. It is 
in achieving tin- objective that the new 
direction to the export drive should be 
helpful. 

the corner 

better performance in the coming years 
than has been the case hitherto. The 
profitability of the undertaking should 
improve furthei owing to two other 
lactois : (i) iis going in for the lucra¬ 
tive formulation^ business in a much larger 
way than is being done at present; and 
(li) the rationalisation envisaged in the 
pricing policy for bulk drugs without 
raising the prices of formulations. 

Registering a marked met case in its 
profit from a bare Rs 30.86 lakhs in 

1972- 73 - - the fourth year of its commer¬ 
cial operations - and Rs 98.04 lakhs in 

1973- 74 to as much as a 407.12 lakhs last 
year, the synthetic drugs plant at Hydera¬ 
bad, is one of the well-managed projects 
not only among the IDPL constituents 
but also in the public sector as a .whole. 

The most encouraging fact about this 
plant is that the impressive progress made 
bv it during the short span of its commer¬ 
cial operations is primarily due to the 
efforts of its own technicians and resear¬ 
chers. They have greatly improved upon 
the technology supplied by the Soviet 
Union in the beginning -- of course, the 
best it had at the time when its collabora¬ 
tive hand was grasped by our government 
some 15 years ago, but this best obviously 
was not fully comparable with the techno¬ 
logies of the western multinationals which 
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were charry of sharing them with the 
developing nations. 

The emphasis placed by the IDPL 
management on research and develop¬ 
ment in synthetic drugs should be evident 
from the fact that R & D facilities at 
the Hyderabad unit were established even 
prior to taking up commercial production. 
Originally this was done to adapt some of 
the Russian processes to Indian condi¬ 
tions. Later on the work of effecting 
improvements in the technology itself 
was taken up. Now research is being 
undertaken to develop drugs, particularly 
of interest to our climatic conditions, 
from the basic materials parallel to the 
efforts abroad—so that the technological 
gap in regard to new drugs at least may 
be obviated. 

Till now basic technology for 39 drugs 
has either been improved upon or indi¬ 
genously developed. The most significant 
achievements have been the development 
of alternative know-how for the manu¬ 
facture of Vitamin B-l and sulphaguani- 
dine. Very significant successes have also 
been attained in developing on laboratory 
scale the technology for the manufacture 
of acetyl acetone and aceto-acetic ester 
based on ketone. When fully developed 
on the plant level, it would replace 
the more expensive sodium-metal-based 
technology. 

The above R & D efforts helped in 
expeditiously stabilising the production 
based on the Russian technology in the 
first instance. Later on, it helped in 
adding some new drugs to the product- 
mix of the plant, l.vcn the present pro¬ 
duct-mix is envisaged to be diversified a 
good deal in the next three years. 

Originally set up to manufacture 16 
bulk drugs in 25 forms to an aggregate 
capacity of 851 tonnes, the Hyderabad 
plant will soon have a capacity to turn 
out 1988.5 tonnes of 20 bulk drugs in 
29 forms. This is being achieved under 
the first phase expansion of the project 
which was launched in 1970. Now the 
project is envisaged to be expanded fur¬ 
ther to 3386.5 tonnes by augmenting the 
capacity for some of the drugs being pro¬ 
duced currently but much more signi¬ 
ficantly by adding another nine bulk drugs 
to the product-mix. 

Not only the 1970expansion programme 
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is being implemented through the efforts 
of our own technicians at an estimated 
cost of Rs 4.78 crores, but also the new 
expansion scheme, expected to cost Rs 
21.79 crores, including about Rs 4.5 
crores expenditure in foreign exchange, is 
to be undertaken without foreign assis¬ 
tance. Nearly 85 per cent of the 1970 
expansion programme is said to have 
been already implemented with the result 
that the output of the plant during the 
current financial year is expected to go 
upto 1625 tonnes, last year, the output 
was of the order of 1280 tonnes. 

The nine bulk drugs to be added to the 
product-mix of the plant under the new 
expansion programme are : ‘(i) allo- 

purinol (two tonnes annual capacity); 
(ii)thiacetazone (5 tonnes); (iii) diallyl 
barbitone (10 tonnes); (iv) sccobarbitone 
(10 tonnes); (v) sulphadinethoxine (30 
tonnes); (vi)«sulphaphenazole (50 tonnes); 
(vii) vitamin B-6 (50 tonnes); (viii) 
nitrofurantoin (10 tonnes); and (ix) 
nitrofurazone (one tonne). Under the 
1970 expansion programme four new 
drugs were added to the product-mix. 
These were (i) paracetamol (85 tonnes); (ii) 
PAS and’its salts (150 tonnes); (iii)sulpha- 
cctamidc phthaly! (10 tonnes); and (iv) 
sulphamethazole (5 tonnes). The techni¬ 
cal know-how for 11 of the above 13 drugs 
has been developed at Hyderabad itself. 
For one more drug it is being developed; 
this task is expected to be accomplished 
by the time the new expansion programme 
is implemented. The technology for 
Vitamin B-6 has been developed in colla¬ 
boration with the National Chemical 
Laboratory, Poona. 

Originally the drug-mix of the plant 
was as follows : (i) amidophyrinc (40 
tonnes); (ii) analgin (10 tonnes); (iii) 
phenacetin (100 tonnes); (iv) piperazine 
adipate, (v) piperazine citrate, (vi) 
piperazine hydrate, (vii) piperazine phos¬ 
phate (total piperazine 50 tonnes); (viii) 
diethyl carbamazine citrate (30 tonnes); 
(ix) isoniazid (20 tonnes); (x) acctazola- 
mide (25 tonnes); (xi) phenobarbitone, 
(xii) phenobarbitone sodium (total 
phenobarbitone 10 tonnes); (xiii) sulpha¬ 
cetamide, (xiv) sulphacetamide sodium 
(total sulphacetamide 50 tonnes); (xv) 
sulphadinidine, (xvi) sulphadinidine 
sodium (total sulphadinidine 280 tonnes); 
(xvii) sulphaguanidine (130 tonnes); 


(xviii) sulphanilamide (50 tonnes); 
(xix) folic acid (one tonne); (xx) nicoti¬ 
namide (20 tonnes); (xxi) thamine Hcl, 
(xxii) thiamine mononitrate, (xxiii) thia¬ 
mine propyl disulphide (total thiamine 
30 tonnes); (xxiv) riboflavine, (xxv) ribo- 
flavine phosphate sodium (total riboflavine 
5 tonnes). The capacities for the production 
of analgin, phenacetin, acetazolamidc, phe¬ 
nobarbitone, sulphadinidine, sulphagua¬ 
nidine, sulphanilamide, folic acid, thia¬ 
mine and riboflavine arc being augmented 
under the 1970 expansion programme to 
160, 350, 25, 15, 500, 250, 150, 3.5, 60 
and 15 tonnes, respectively. Under the 
new expansion scheme the capacities of 
analgin, phenacetin, piperazine, PAS and 
its salts, phenobrabitone, sulphacetamide; 
sulphadinidine, sulphamcthizole, folic 
acid, thiamine and riboflavine will be 
raised to 400, 400, 115, 400, 30, 80, 1000, 
12, 7.5, 120 and 24 tonnes, respectively. 

On the completion of the new expansion 
programme, the output at the Hyderabad 
plant value-wise is estimated to grow to 
as much as Rs 77.70 crores from Rs 
21.77 crores at present. This in itself 
should greatly enhance the profitability 
of the project, as the investment involved 
is not more than Rs 21.79 crores. The 
increase in the output of formulations 
from the present level of about six per 
cent to nearly 20 per cent in the next three 
years will surely improve the profitability 
further. The project is gearing itself to 
establishing contacts in the medical pro¬ 
fession to popularise its formulations. 
Some of the new formulations recently 
put on the market or to be introduced 
shortly are metronidazol under the name 
Compeba (an anti-infective and anti- 
amebic product), the anti-rheumatic 
indoipethacin under the brand name Indi- 
cin, the anti-blood pressure drug Emdopa 
(replacement of aldomet), an anti- 
diuretic drug salcnex; and an anti-bacterial 
drug sulphaphenazole. 

For the IDPL as a whole, the propor¬ 
tion of formulations in the overall output 
is envisaged to go up in the next three or 
four years to 60 per cent from less than 
50 per cent at present. A new formula¬ 
tions plant is proposed to be set up during 
the current Plan period at Gurgaon in 
Haryana at an estimated cost of Rs 
8.5 crores. 


The other current Plan’s expansion 
programmes of the IDPL are (i) the 
establishment of a nicotinamide plant at 
Betiah in Bihar (cost Rs 8.35 crores); 
(ii) the setting up of a second synthetic 
drugs unit at Palghat in Kerala (cost yet 
to be firmed up); and (iii) ruising the 
capacity of the Rishikesh antibiotics 
plant from 280 tonnes to 600 tonnes 
(cost Rs 8.2 crores). Adequate finances 
are being arranged for the three schemes. 
By 1978-79, the IDPL may account for 
nearly 45 per cent of the bulk drug manu¬ 
facture in the country even after raising 
considerably its output of formulations. 

The Betiah plant will turn out annually 
300 tonnes of nicotinamide,14500 tonnes of 
acetic acid and 300 tonnes of other inter¬ 
mediates. Technical collaboration for this 
plant is being secured from Sweden. The 
expansion of the Rishikesh project is 
envisaged primarily through the intro¬ 
duction of high-yielding strains. Some 
strains have been developed indigenously. 
Some are proposed to be secured from the 
Soviet Union. Negotiations are also in 
progress for the purchase of improved 
technology for the production of empicil- 
lin, arethromycin and oxycyclin from the 
western countries. To improve the working 
of the Madras surgical instruments unit, 
various proposals are said to be under the 
consideration of an experts committee. 
These include diversification of the pro¬ 
duct pattern of the plant, its transfer to a 
public sector engineering concern like the 
Hindustan Machine Tools, etc. Mean¬ 
while, this project has undertaken some 
forging work for Scooters India Ltd. If 
only the Rishikesh and the Madras units 
can be improved, as is now expected by 
the management, the fortunes of the 
IDPL should brighten up substantially. 

The Hyderabad plant, of course, has 
already made its mark. The success of 
this unit can be attributed to no small 
measure to the innovation made for an 
effective daily check on problems by the 
general manager over a hotline to all the 
production departments and facilities 
without making the departmental heads 
leave their charges for protracted dis¬ 
cussions in conference rooms. The inno¬ 
vation can be profitably adopted by the 
other major industrial units in the country 
both in the public and the private sectors. 
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Engineering goods exports * Assisting non¬ 
resident Indians * Oil from Bombay High * 

Rural banking 


Notwithstanding the recession in many 
countries abroad since the second half 
of the last financial year, our exports of 
engineering goods during 1974-75 are 
understood to have registered a sharp in¬ 
crease over the previous year. As against 
Rs 201.29 crores earned through these 
exports in 1973-74, the realisations last 
year were of the order of nearly Rs. 35^ 
ct ores. 

Exports of engineering goods were help¬ 
ed last year to a considerable extent by the 
development plans of the Gulf countries, 
particularly Kuwait, Iraq, Dubai and Saudi 
Arabia. Exports to these countries regis¬ 
tered a very impressive increase last year. 
The demand from a number of other Asian 
and African countries for our engineering 
products during this year was also consi¬ 
derably higher. Some increase was as well 
registered in exports to the countries of 
the European Economic Community, 
particularly the United Kingdom and the 
Federal Republic of Germany. 

important decisions 

In view of the increased availability of 
steel from indigenous sources, the union 
government is stated to have taken two 
important decisions. A formal announce¬ 
ment in respect of one has already been 
made. It was announced last week that 
the government had decided to withdraw 
the 25 per cent added-value scheme for 12 
engineering items the production of which 
is entirely dependent on indigenous steel. 
The items are barbed wire; mild steel bolls, 
nuts and rivets, wood screws, machine 
screws, wire nails and panel pins; iron 
castings; mild steel tension bars and fencing 
components; railway track fasteners, fitting 
and accessories (other than bolts and nuts); 
mild steel pipes and tubes; steel tabular 
poles; cast iron and malleable iron pipe 
fittings; steel-welded mesh, mild steel arc 
welding electrodes; steel bright bars and 
shaftings of mild steel; and steel wire gauze* 
mesh and nettings. The exports of these 
items will henceforth be allowed to be 
effected even if the added value in their 
case is not 25 per cent. This stipulation 


was imposed a couple of years ago when 
there was acute scarcity of steel which 
warranted a judicious use of the metal. 

In the case of the above items, the 
Engineering Lxport Promotion C ouncil 
(EE PC), however, is envisaged to fix 
the floor prices for export so that the 
f.o.b. realisations arc appropriate. While 
fixing the floor prices, the EEPC will be 
taking into account the prevailing JPC 
prices minus exvisc duty and the f.o.b. 
prices of primal*} sieel exported. 

The withdrawal of lhe 25 percent added- 
value scheme has been enforced with im¬ 
mediate effect. 

The other decision understood to have 
been taken by the government, but which 
is yet to he formally announced, is that 
the cash compensation for exports of 
engineering products whose import con¬ 
tent, including imported steel, exceeds the 
permissible limits is to he reduced with 
effect from April 1 this year. The items 
affected include transmission towers, for¬ 
gings and slructurals. This change, it is 
icarnt, is being made not only in view of 
the better supply position of steel from 
indigenous sources but also due to the 
decline in steel prices abroad. This scheme 
was introduced with effect from April 1, 

1973, for a period of i w r o years in the inte¬ 
rest of keeping up exports of engineering 
goods. 

: i ! * 

The union government has nominated 
three authoiilies to help the non-Indian 
residents returning from abroad who face 
a number of difficulties in availing of the 
facilities provided to them for setting up 
industrial undertakings here. The three 
authorities are: U) the Director General, 
Central Scientific and Industrial Research, 
(ii) the department of Electronics, and 
riii) Dr A.K. Ghosh, Additional Secretary, 
department of Industrial Development. 
The Director-General of Central Scientific 
and Industrial Research will assist the 
scientists, technologistsand engineers who, 
on their return, want to set up industrial 


projects. The department of Electronics 
will help those who propose to go in for 
the manufacture of electronic items. Dr 
A.K. Ghosh will act as the ‘’focal" point 
for removing the bottlenecks in respect 
of the applicants not covered by the above 
two categories, namely (i) scientists, tech¬ 
nologists and engineers, and (ii) entre¬ 
preneurs desiring to go in for the manu¬ 
facture of electronic items. 

Since April, 1972, persons of Indian 
origin returning from abroad, who wish 
to set up industrial ventures here, are 
allowed, on application, to import plant 
and machinery provided these are pur¬ 
chased with their foreign exchange ear¬ 
nings abroad and they furnish an account 
of their foreign exchange holdings to the 
Reserve Bank of India. The monetary 
c.i.f. value up to which machinery and 
equipment can be imported by these non¬ 
resident Indians without seeking clearance 
from the indigenous angle has been recen¬ 
tly raised from the original kvcl of Rs 6 
lakhs to Rs 25 lakhs. These persons are 
also allowed to import raw materials and 
components for meeting their operational 
requirements up to a maximum of one lakh 
of rupees, provided these imports are also 
effected through their own foreign exchange 
earnings abroad. 

certain conditions 

The assets created by these non-resident 
Indians, however, are not allowed to be 
resold for a certain period. There cannot 
also be repatriation of their capital and 
profits. Further, some conditions are 
imposed on the shareholding of the non¬ 
resident Indians in the industrial ventures 
to be set up by them. They have to have a 
majority shareholding in their ventures. 

A recent review of the progress of the 
scheme has revealed that these non-resi- 
dent Indians face a number of problems 
which have to be expeditiously sorted out 
if the scheme is to be made an unquali¬ 
fied success. It has been found that in 
some cases the non-resident Indians have 
experienced considerable delays in secur¬ 
ing import licences. In several other cases, 
a prospective investor has faced problems 
in the acquisition oiTand. registration with 
technical authorities and delays in grant 
of licences for the import of raw materials, 
components, etc. It has also been felt that 
there is an imperative need for providing 
a “focal” point in the government which 
would assist the non-resident Indians in 
obtaining various facilities from the diffe¬ 
rent agencies. The designation of the 
above three authorities, it is hoped, will 
facilitate expeditious resolving of the 
difficulties of the non-resident Indians 
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and enlarge the inflow of their investment 
resources for the benefit of the nation. 

* * 

The OiJ and Natural Gas Commission 
(ONGC) is stated to have finalised its 
programme to commercially exploit the 
oil resources of Bombay High along with 
their prospecting. It hopes to establish 
by the end of the next calendar year a 
production potential to the extent of 
1.5/2 million tonnes per annum. Since 
the commercial .exploitation of resources 
will involve drilling of 14 to 16 develop¬ 
ment wells, some oil should be available 
during 1976 itself for refining. 

The development wells are envisaged to 
be completed on four fixed platforms. 
These platforms will be connected to a 
single bouv mooring system through sub¬ 
marine pipelines. Oil would be loaded 
from the mooring system in tankers for 
being brought to the mainland refining 
units. 

To implement the programme, two more 
drilling vessels are being acquired this 
month. Along with Sagar Samrat, ihe\ 
will be in operation next month. The 
ONGC has also placed orders with 
McDermott Company, which has fabrica¬ 
tion facilities in Dubai, for a lurn-kev 
job to fabricate and instal four welf- 
cum-production platforms, to supply 
and instal the sub-marine pipeline system 
as well as to set up two single bouv 
moorings. The single bouv moorings have 
been ordered from a Dutch firm. 

Five exploratory wells have already been 
drilled in the Bombay High area* AH 
of them have proved to be oil bearing. The 
14 to 16 development wells, which are 
envisaged to be drilled by the end of 1976 
will be in addition to the live exploratory 
wells. 

new drilling ships 

The two new drilling ships to join Sagar 
Samrat shortly are the Norwegian semi- 
submersible Haakon Magnus" and lhe 
British drilling ship Dalmahov. 

Oil exploration off-shore will as well 
get accelerated shortly when drilling is 
taken up by the two foreign licensees in 
the Bengal and Kutch basins. The seismic 
and geological surveys of these two off¬ 
shore areas arc understood to have thrown 
up good indications of existence of oil. 
The 390,000 sq. km. continental shelf 
of the country has been divided into ten 
blocks for oil exploration. Out of these, 
two blocks has been licensed out to foreign 
explorers. The ONGC is currently ex¬ 
ploring the Bombay High area. It will 
also shortly go in for exploration in the 
areas adjacent to Bombay High. Another 
couple of blocks are expected to be licens¬ 
ed out to foreign explorers in the near 


future. Negotiations with them are un¬ 
derstood to have reached the final stage. 
The two licensees engaged in oil explora¬ 
tion in the Bengal and Kutch basins are 
Carlsberg India group and Reading and 
Bates group, respectively. 

Meanwhile, exploratory drilling in Bak- 
rultala in the 24-Pargana area of West 
Bengal has been taken up. This is the 
second exploratory well to be drilled in 
this area. The first well was drilled nearly 
six years ago at Bodra, but the drilling of 
this well had to be stopped in May, 1969, 
for technical and equipment difficulties. 
The drilling at Bakrultala is envisaged to 
continue day and night in four shifts. The 
rock stratum is expected to be reached in 
about three months. The well is likely 
to be drilled up to a depth of about 3,500 
metres. The results from this elfort are 
expected to be known in about a year. 

If oil is struck in the off-shore areas 
in the Bengal and Kutch basins, our oil 
economy can be expected to undergo a 
sea change. According to the current 
indications, the Bombay High area alone 
will be able to yield by the turn of the 
current decade nearly ten million tonnes 
of crude oil. 

* * 

The rural banking scheme, which was 
announced by Mrs Indira Gandhi last 
month as a major component of the go¬ 
vernment's new 21-point economic prog¬ 
ramme, is expected to be finalised 
by the end of this month. The stale chief 
ministers will be considering on August 
18 the report of the working group on 
rural banks which was headed by Mr. 
M. Narasimhan, Additional Secretary, 
department of Economic Affairs. They 
will also review various aspects of the 
problem of rural indebtedness and the 


Food rationing, it is reported, is expected to 
he withdrawn, in certain areas by the beginning or 
1946, and will disappear by the end of 1947. 
There are at present over 250 towns throughout 
the country in which rationing is working The 
withdrawal will begin with smaller towns, and 
gradually be extended to the bigger cities. Cal¬ 
cutta may probably be the last of these big cities. 
The Food Department have not yet made an 
authoritative announcement but it is about time 
that they do so. But, even in the absence 
of an otheial statement, there is ground for pre¬ 
suming that the Food Department themselves 
would be inclined to retain rationing and food 
control for as long a time as possible. The motives 
can be easily guessed; for one thing, the continu¬ 
ance of war-time measures alone can afford a 


measures taken by the states after the 
announcement of the new economic 
programme to tackle the issue* It may 
be recalled that a moratorium has al¬ 
ready been declared on rural debts to 
private money-lenders. The rural banks y 
numbering 50, proposed to be set up on 
regional basis are envisaged to cater for 
the credit requirements in the country¬ 
side. 

early start 

The start with the setting up of regional 
rural banks is expected to be made early 
next month. Several of these banks are 
likely to start operating by the end of the 
current financial year. To begin with, 
these banks are to be set up in the 
backward districts, especially in the un¬ 
banked rural areas therein. The oil er 
areas would be taken up for the provision 
of rural banking facilities later. 

The lead banks arc envisaged to play 
a prominent role in organising the regio¬ 
nal rural banks. One important diffi¬ 
culty that remains to be sorted out 
as yet is the emoluments to be paid to 
the staff of the regional rural banks. 
Although earlier it was thought that the 
emoluments of the personnel of these banks 
will be kept lower than those of the com¬ 
mercial banks, in conformity with the in¬ 
come levels in the rural areas, in the inte¬ 
rest of keeping their operational cost low, 
it is now feared that a wide difference bet¬ 
ween the emoluments of these personnel 
and those of the commercial banks may 
mar the operations of the regional rural 
banks as it might be difficult to retain the 
staff on low emoluments after training. 
Since the banking industry is an expanding 
industry, the staff of the regional rural 
banks after training can legitimately be 
expected to set sights of absorption in the 
commercial banking industry. 


pretext for the continuance of the Department, 
at any rate in its present size. And this is likely to 
he a very important consideration with the head 
and other high officers of the Department. The 
public, however, cannot be blind to the possibi¬ 
lity that the maintenance of controls, once the 
economic justification for them has ceased to exist, 
is fraught with grave dangers for the national 
economy. The very existence of rationing in the 
country would, for instance, tend to make the 
government indifferent to the need for securing 
imports. The rice areas of South-East Asia will 
shortly be freed from Japanese control, and their 
supplies will once again move into world markets. 
It is imperative that the Government should act 
at once to secure a high priority for this country 
for supplies needed to make up our shortages 
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MINT DF VIEW] 

Development of backward areas 

B* S. Venkata Rao 


The accelerated development of back¬ 
ward areas has been assigned high priority 
in the fifth Plan programmes, for which 
an allocation of Rs 35 crores has been 
made. Although the backward area deve¬ 
lopment programme was initiated during 
the previous Plan periods, the approach 
to the problem was somewhat dilTerent; 
the development of these areas was re¬ 
garded as a part of overall economic 
planning. It was also assumed that 
through the use of instruments such as 
industrial licensing, location of public 
sector undertakings and the building up 
of infrastructure a dent could be made 
in the backwardness of these areas. Ex¬ 
perience has, however, shown that the 
process of overall economic planning 
need not necessarily provide a corrective 
to economic backwardness of particular 
regions. 

Since I‘>68, therefore, special efforts 
are being made to find effective ways of 
stimulating the development of backward 
areas. Tw'o committees know n as the Putide 
Committee and the Wanchoo Committee 
(1969) were appointed by the govern¬ 
ment to go into this problem. While the 
Pandc Committee laid down the criteria 
for the identification of backward areas/ 
districts, the Wanchoo Committee sug¬ 
gested several fiscal and financial incen¬ 
tives such as cash subsidy by the central 
government to entrepreneurs setting up 
industries in the backward areas, deve¬ 
lopment rebate and concessional financial 
assistance. 

cash subsidy 

Some 250 districts/arcas in different 
states have been identified as back¬ 
ward and of these 150 are eligible for 
the central cash subsidy. The financial in¬ 
stitutions, viz the Industrial Development 
Bank of India, the Industrial Credit and 
Investment Corporation of India, the 
Industrial Finance Corporation of India 
and the Industrial Reconstruction Cor¬ 
poration of India have also announced 
concessional finance to industrial units 
in the classified backward districts. 

Measures in the form of provision of 
incentives and other facilities offered so 
far have, however, been modelled on 
similar steps taken by some of the advan¬ 
ced countries like the UK and West Ger¬ 
many. These measures have not produc¬ 


ed the desired results in this country as 
the stage of economic development here is 
not the same as in the advanced countries, 
particularly in regard to the development 
of entrepreneurial and managerial talents. 
The facilities available under these mea¬ 
sures have so far been utilised only to a 
small extent and the amount of cash 
subsidy disbursed to entrepreneurs, for 
instance, was less thanRs 50 lakhs at the 
end of October. 1^73. Again, beneficiaries 
are located mainlv in one or two rela¬ 
tively industrially advanced states of the 
country. Even in cases where a few pro¬ 
jects have come up in the backward areas, 
they are not al\va\s necessarily integrated 
with the local economy so as to produce 
the desired spread effects in the hinter¬ 
land of such projects. The time, there¬ 
fore. appears opportune to do some 
rethinking on the measures that have so 
far been adopted for stimulating the deve¬ 
lopment of backw ird areas, particularly 
w ith reference to the question whether 
incentives for the backward areas alone 
would be adequate or whether it would 
be necessary to damp some disincentives 
on developed areas of the country, to 
discourage their further growth. 

positive measure 

The promotion of rural industries 
projects in selected districts of the coun¬ 
try, which was initiated in 1962. is one 
of the positive measures for stimulating 
industrial development in the rural-cum- 
industrially backward areas of the coun¬ 
try. Although approximately 16,000 
small industries had come up in the 49 
project areas till the end of March, 
1972, this development has not been 
such as to accelerate the tempo of 
industrialisation in the backward areas. 
Moreover, in the industrialisation pro¬ 
grammes for the rural/backward areas 
emphasis has so far been on industries 
which are based on locally available raw 
materials, local artisan skills and local 
demand^ This docs not provide adequate 
basis for the desired degree of industria¬ 
lisation. The development of some of 
the modern metal working and chemical 
industries should also be encouraged, as 
these groups often act as pace-setters for 
further industrialisation, with significant 
linkage effects. 

Constructive and critical rethinking is 


necessary with regard to the approach to 
the development of backward areas and 
the implementation of programmes meant 
for them. Whether it is the rural indus¬ 
tries project programme or the develop¬ 
ment of industries in general or the spe¬ 
cial agricultural development and rural 
employment programmes or the rural 
electrification programmes, there is need 
to develop an integrated approach. 

several aspects 

Integrated industrial development 
has several aspects and these must 
synchronise if the development ob¬ 
jective is to be achieved. There 
is need for “functional” as well as 
“spatial” integration. With regard to 
functional integration, one has to think 
of bringing about integration in the deve¬ 
lopment of the different sectors of the 
economy of a backward area such as agri¬ 
culture, industry, and infrastructure. 
There is also need for integration as 
among different programmes w'ithin the 
same sector as well as integration of the 
efforts of different developmental agen¬ 
cies at the field level so as to promote 
optimum development within a given 
period of time. 

Spatial integration calls for a proper 
understanding of the functional relation¬ 
ship of the various development pro¬ 
grammes in ‘Space”. It involves the 
appropriate location of social and econo¬ 
mic activities over a physical space for 
the balanced development ot a region. It 
is now recognised that owing to limita¬ 
tions on resources, selectivity is needed 
in the location of development efforts, 
and therefore the growth centre approach 
to the development of backward areas 
has to be adopted. This approach pro¬ 
vides a methodology for allocation of in¬ 
vestments at proper locations for balanc¬ 
ed development • of the region. This 
approach, as it involves a scientific 
identification of a hierarchy of growth 
centres in a given area, helps in choosing 
appropriate locations and establishing 
riorities as among different centres. It 
as been used in some parts of the coun¬ 
try in formulating development plans. 

On the basis of the experience gained 
so far in spatial planning it would appear 
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that there is considerable variation with 
regard to the availability of service 
functions* among centres in the popula¬ 
tion range of 5,000 to 10,000. With re¬ 
gard to many service functions the en¬ 
try point has gone down to centres with 
a population of 10,000. As regards cen¬ 
tres in the population range of 50,000 
to 100,000, practically all the service func¬ 
tions have not only become ubiquitious 
but they are also of a higher order. It 
would, therefore, seem economical to 
concentrate development efforts in cen¬ 
tres in this population range. It may be 
noted in this context that research in¬ 
vestigations into the comparative costs 
of development of urban infrastructure 
have shown that the cost of developing 
additional infrastructure is at a mini¬ 
mum in towns in the population range 
of 50,000 to 100,000. It has been esti¬ 
mated that the incremental capital costs 
per 1,000 value added and per employee 
decline by 6 per cent with the increase 
in cit> size from 48,000 to 132.000 popu¬ 
lation and then stabilise at that level. 
Further, the annual capital cost plus 
annual maintenance and operation cost 
per unit of value added and per em¬ 
ployee shows a continuing small decline 
with increasing city size**. Apart from 
this, in such centres there is no serious 
dearth of entrepreneurship, the beginn¬ 
ings of industrial development are al¬ 
ready there, they arc commercially fairly 
important, and they also have a poten¬ 
tial for development which is likely to 
spread to the hinterland. 

growth centre approach 

If the above line of thinking is cor¬ 
rect, attention will have to be concen¬ 
trated on towns in the population range 
of 50,000 to 100,000. If, however, there 
are a number of towns in this range in 
a particular backward district or region 
the growth centre approach will have to 
be adopted for determining the existing 
economic status of the centre and its 
potential for future development. On 
the basis of such a study priorities may 
be established regarding the centres to 
be chosen for immediate development. 
Once this is done, realistic plans for 
stimulating industrial activity in such 


*(l) Status of the settlement; (2) Popula¬ 
tion; (3) Decennial growth rate; (4) Total work¬ 
ers as per cent of population; Workers in the 
(5) Primary, Secondary and (7) Tertiary sectors; 
(8) Roads; (9) Bus services; (IQ) Railway; (II) 
Communication; (12) Education; (13) Medical; 
(14) Veterinary; (15) Banks; (I6t Trade; (!7) 
Market: (18) Electricity; and ( 19) Industry. 

** Cost of Urban Infrastructure for Industry 
as related to City Size in Developing Countries— 
India Case Study.. A joint study by Stanford 
Research Institute. California, School of Planning 
and Architecture. New Delhi, and Small Indus¬ 
try Extension Training Institute, Hyderabad, 
California, SRI. 1968. 


centres will have to be formulated. In 
this context one or two aspects of the 
type of development that should be plan¬ 
ned may be mentioned. In the first 
place, in planning industries in such 
areas consideration may be given to pro¬ 
moting an industrial complex or an in¬ 
dustrial cluster with inherent elements 
for sustained development and spread 
effects. 

industrial complex approach 

In the industrial complex approach, 
a variety of functionally related in¬ 
dustries will have to be encouraged, 
e.g. complex of electronics industries, 
automobile industry, wood processing 
industry, foundry and light engineering 
industry, etc. In such development, 
there is scope for exploiting the possibi¬ 
lities of ancillary and auxiliary indus¬ 
tries. In the cluster approach, the idea 
is to bring together a variety of indus¬ 
tries justified by the potential of the 
centre, although they may not be func¬ 
tionally related. The adoption of the 
cluster or complex approach will give 
rise to several external economies and 
cheapen both the social and private 
costs of industrial development. From 
such centres, links can be established 
with growth centres of lower order, e.g. 
towns in the population range of 2o,000 
to 50,000; 10,000 to 20,000 and so on. 

In growth centres of the type dis¬ 
cussed above, a marketing complex also 
gets established. In view of the existence 
of a wide variety of industries, buyers 
in the hinterland are attracted to such 
centres to purchase there requirements— 
whether consumer items, consumer dur¬ 
ables, parts and spares, raw materials, 
or even capital goods—in preference to 
metropolitan towns which are far re¬ 
moved from their place of residence. Jt 
also provides a marketing channel for 
the producers of goods not only for 
those located in such centres but also lor 
those who are located in towns with 
smaller population in the hinterland. The 
marketing system can be further streng¬ 
thened by establishing government spon¬ 
sored institutions for providing godown 
space, emporia and show-room facilities 
for the benefit of small scale manufac¬ 
turers. 

In the programmes for backward 
areas, much more emphasis has to be 
placed on the development of manage¬ 
rial and entrepreneurial capabilities to 
speed up the development process. It 
is, no doubt, true that in this area some 
of the existing central and slate deve¬ 
lopmental institutions as well as the all- 
India financial institutions have taken 
some measures for the promotion of 


entrepreneurship. However, much re¬ 
mains to be done. The entire program¬ 
me of development of entrepreneurship 
has to be an integrated one beginning 
with the stimulation, identification, 
promotion and development of entrepre¬ 
neurs by providing technical consultancy 
services, industry information and deve¬ 
lopmental facilities required for estab¬ 
lishment of industries, and following it 
up with a variety of services leading to 
the fruition of the investment proposal. 
In this context, it may also be noted 
that industrial development of back¬ 
ward areas cannot be made to depend 
on local entrepreneurship alone. The 
possibilities of bringing in entrepreneurs 
from outside the backward areas and 
the development of institutional entre¬ 
preneurship will also have to be attemp¬ 
ted. 

Among measures of immediate ur¬ 
gency for backward area development, 
the upgradation of personnel responsi¬ 
ble for identifying profitable industrial 
opportunities, providing technical con¬ 
sultancy, and disseminating economic 
and technical information to the entre¬ 
preneurs merits high priority. Apart 
from this, efforts are needed to develop 
a corps of private consultants or consul¬ 
tancy firms who can provide assistance 
to the entrepreneurs both in project for¬ 
mulation and implementation. 

major handicaps 

Small industries, particularly those 
located in the backward areas suffer from 
two major handicaps with regard to raw' 
materials: (a) inequitable distribution as 
between large and small units; and (b) 
genuine small units being denied their 
legitimate requirements owing to allot¬ 
ments made sometimes to non-existent 
units which use raw materials for specu¬ 
lative purposes. Although several mea¬ 
sures for improving this position have 
been taken, such as reservation of quo¬ 
tas for backward areas, the benefit has 
still not reached the small entrepreneurs 
in the backward areas. The problem 
has perhaps arisen because of the dis¬ 
tance between the authorities who make 
the allotments and the units which use 
the raw materials. There is, therefore, 
need for a raw material policy for the 
small scale sector: a policy which Is res¬ 
ponsive to the genuine needs of the sec¬ 
tor. Such a policy should include a 
strategy to establish raw material de¬ 
pots in selected growth centres, assess 
capacities of all units, attach small units 
in an area to a particular raw material 
depot, and associate small industrialists 
with the actual distribution of raw 
materials to individual manufacturers. 

With regard to financial assistance to 
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entrepreneurs 'in backward areas, al¬ 
though the lead banks and all-India 
financial institutions have taken a num¬ 
ber of measures to provide liberal, cpa* 
cessional and timely financial assistance, 
their efforts so far appear to be con¬ 
cerned mainly with the wider distribu¬ 
tion of financial resources. These ins¬ 
titutions are associated, to some extent, 
with measures for encouraging entrepre¬ 
neurship and providing consultancy ser¬ 
vices. However, at least the lead banks 
wilt have to have a more active role in 
drawing up plans for backward areas. 
The developmental agencies responsible 
for the selection of growth centres in 
such areas should associate the finan¬ 
cial institutions in selecting the growth 
centres, formulating priorities and draw¬ 
ing up a development programme. By 
this means, the lime taken for the 
screening and financing of investment 
proposals can he considerably reduced. 

The existing system of incentives for 
the development of industries in back¬ 
ward areas should be subjected to a 
critical* review to find out as to what 


extent these incentives have reached 
entrepreneurs in backward areas, to what 
^extent they &have actually been utilised, 
fce* i 8 a i|if j* iK*** 1 * 
tiVt ftwintives in place 'df etffctmg 
ones. Simultaneously thought may be 
given to the question of devising dis¬ 
incentives discouraging further concen¬ 
tration of industry in advanced areas. 
To begin with the existing assistance 
programmes with an element of subsidy 
or concession, which is given to small in¬ 
dustries, should be reviewed to explore 
whether such incentives cannot be with¬ 
drawn in respect of well developed in¬ 
dustrial centres and make them applica¬ 
ble only to towns which are located in 
backward areas. The types of assistance 
in view are (a) the reservation of items 
for manufacture in the small scale sec¬ 
tor; (b) the reservation of items for ex¬ 
clusive purchase from small industries; 

(c) the grant of price preference of 15 
per cent in respect of non-reserved items 
for supply to government departments; 

(d) the provision of liberal and conces¬ 
sional credit facility by banks and finan¬ 
cial institutions; (e) the supply of machi¬ 


nery on hire purchase at relatively low 
rates of interest to small entrepreneur';; 
$nd (f) tfye provision of factory aceom- 
ip^datidn in industrial estates at a subsi¬ 
dised rental. 

A study of the distribution of small 
scale industries indifferent parts of the 
country as of L973 shows that there arc 
only 28 districts which have more than 
2,000 small-scale units, and 58 districts 
which have more than 1,000 small en¬ 
terprises. After a careful review of the 
extent to which industries have develop¬ 
ed in these locations, it may he consider¬ 
ed whether the types of general assis¬ 
tance indicated above cannot he denied, 
as a measure of disincentive to small 
industries located in industrially deve¬ 
loped towns. If this is done, further 
concentration of industrial uniis in the 
already developed centres can be dis¬ 
couraged. In other words, if more in¬ 
dustries arc to come up in the backward 
areas a policy which combines borh in¬ 
centives for such areas and disincentives 
for the developed areas seems to be 
necessary. 
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POINT or VIEW 


Farm credit: structure and performance 

Dr 6. Raghava Raddy 


Economic dfvelopmknt had been con¬ 
sidered for many years virtually synony¬ 
mous with industrialisation on ac¬ 
count of the theories of derived develop¬ 
ment. But in recent years on account of 
growing food deficits and inflationary 
tendencies the importance of agriculture 
in the development process has come to be 
fully realised. Not only that. The role 
of institutional deficiencies in the lack of 
progress in agricultural sector has come 
to be better understood and institutional 
reforms have been initiated in almost all 
developing countries. The object of 
this article is two-fold; (i) it analyses 
the magnitude, direction and structure of 
agricultural credit and (2) it attempts 
an evaluation of the performance of in¬ 
stitutional agencies of farm finance in 
India excluding government, inciden¬ 
tally some comments are made on its 
evolution and organisation. 

On the eve of the first Plan (1951-52) 
the total agricultural borrowings in India 
according to the findings of the All India 
Rural Credit Survey 1954 were of the 
order of Rs 750 crores. Since then on 
account of the implementation of four 
five-year Plans the demand for credit 
has gone up tremendously. The total 
cropped area has increased from 132 
million hectares in 1950-51 to 167 mil¬ 
lion hectares in 1970-71 i.e. by 27 per 
cent. Net area sown more than once 
has gone up from 10 to 16 per cent* and 
irrigated area has gone up from 17.5 to 
23 per cent between 1950-51 and 1973-74. 

green revolution 


stitutions operate and supply agricultural 
finances. The role played by the money¬ 
lender and trader has been the most im¬ 
portant and proverbial and has, there¬ 
fore, attracted the attention of the admi¬ 
nistrators, legislators, agricultural eco¬ 
nomists and rural sociologists. The heroic 
endeavours of the state to remove 
the village money-lender from the 
agricultural scene did not bear fruit for 
quite a long time. However, the state 
did not give up the hope and on account 
of its sustained efforts the structure of 
agricultural credit, slowly but steadily, is 
undergoing a change. Table I gives 
the details of the supply of agricultural 
credit by various agencies. 

expanding role 

Unfortunately, data is not available 
with regard to the sources of supply of 
agricultural credit for recent years except 
for cooperatives and commercial banks. 
It is seen from Table I that the role of the 
cooperatives and in recent years commer¬ 
cial banks is expanding. These two 
agencies had provided for 38.3 per cent 
of credit in 1969-70 whereas their contri¬ 
bution was only 4 per cent in 1951-52. 
Data is not readily available for recent 
years with regard to the part played by 
government in this regard. However it 
is evident from whatever little data can 
be found that its contribution is getting 
reduced relatively though the absolute 
quantum of credit deployed may be going 
up. It is also seen that the most impor¬ 
tant agency in the field of agricultural cre¬ 
dit in the unorganised sector is the agri¬ 


culturist moneylender. The professional 
moneylender has either migrated to the 
urban sector or has transformed himself 
into a pseudo-agriculturist. It is very 
difficult in rural India to separate the 
capitalist agriculturist from the money¬ 
lender and the trader for all these roles 
are combined in one in many cases. 4 It 
may be that on account of the tall talk 
of land reforms the Agriculturist’ role 
has become conspicuous rather than the 
other traditional roles namely money- 
lending and trading. 

new trend 

It is quite clear that on account of the 
nationalisation of commercial banks and 
reorganisation of credit cooperatives in 
the second decade of planning a definite 
trend towards the institutionalisation of 
agricultural credit has emerged. The co¬ 
operatives and the commercial banks 
are expected to contribute 56.7 per cent 
of farm linanccs by 1978-79. If we as¬ 
sume that government will be in a posi¬ 
tion to contribute 3.3 per cent, which 
was incidentally its share in 1951-52, 
the total from the institutional agencies 
will be 60 per cent. To that extent the 
hold of the feudal landlord and usurious 
moneylender on Indian agriculture will 
be reduced and the base for agricultural 
progress strengthened. 

That there is a phenomenal increase in 
the operations of the agricultural credit 
cooperatives can be seen from Table If. 

Table II shows that in respect of paid 
up share capital, deposits, working capi¬ 
tal and loans advanced there has been a 
steady progress in the aggregate. The mem- 


Theadvent of green revolution and the 
adoption of the new agricultural strategy 
have contributed among others to the 
rise in the demand for agricultural credit. 
The All India Rural t redit Review Com¬ 
mittee 1969 estimated that by the end of 
the fourth Plan (1973-74) the short term 
production credit requirements would be 
of the order of Rs 2000 crores. The 
medium term and long term credit needs 
for the whole of the Plan period (1969-74) 
would be Rs 500 crores and Rs I500cro- 
rcs respectively.* The Planning Commis¬ 
sion’s estimate of the short term credit 
requirements by the end of the current 
Plan (1978-79) would be around Rs 3000 
crores and investment finance around Rs 
2400 crores for the entire Plan period 
(1974-79)". 

A wide variety of individuals and in- 


Table 1 

Borrowings of Agriculturists by Source 


(Percentages) 


S.N. Credit Agency 

1951-52 

1961-62 

1969-70 

1978-79 





(Target) 

1. Agriculturist moneylenders 

24.9 

36.0 



2. Professional moneylenders 

44.8 

13 2 



3. Traders and Commission Agents 

5.5 

8.8 



4. Others 

17.5 

23.3 



5. Non-institutional Agencies (1 -4 2-j-3-f4) 

92.7 

81.3 



6. Government 

3.3 

2.6 



7. Commercial Banks 

0.9 

0.6 

5.3 

16.7 

8. Cooperatives 

3 1 

15.5 

33.0 

40.0 

9. Institutional Agencies (6+7+8) 

7.3 

18.7 




Source: (l) Report of the All India Rural Credit Review Committee, 1969 (2) Plon 
documents. 
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berthip of the primary agricultural credit 
societies has risen from 4.4 million to 
32riiiIlion during the period under cover* 
Age which broadly represents the two 
decades of planning in India. It consti¬ 
tutes an increase of more than 700 per 
emit. By 1971-72 they had covered 95 
per cent of villages and 38 per cent of 
agricultural population. That the opera¬ 
tions of the land development banks have 
considerably picked up in the second 
decade is obvious from Table II. Be¬ 
tween 1968-69 and 1971-72, long term 
loans outstanding with individuals have 
almost doubled. This also indicates the 
emergence of a technological break¬ 
through and a scientific temper in Indian 
agriculture. 

Behind the facade of impressive 
growth of cooperative credit there are 
some stark realities namely the uneven¬ 
ness of its distribution regionally as well 
as sectoral!)'. Table HI gives some details 
of its regional distribution and the con¬ 
templated solutions to correct the uneven 
distribution of cooperative credit in the 
country. 

In respect of cooperative credit 
the states arc classified into three 
groups by the Planning Commis¬ 


sion on the basis of per hectare short 
term advances administered by the pri¬ 
mary credit societies. It is seen from 
Table Ill that there are five states in Group 
‘A’ where per hectare advances have 
been either Rs 45 or urn* and they have 
accounted for 57 per cent of the total 
short term advances in 1973-74. These five 
states may be regarded as ‘developed’ for 
this limited purpose on this criteria. The 
group ‘B’ states numbering seven may be 
described as ‘developing’ and they have 
deployed Rs 20 to Rs 45 per hectare and 
their share in the total is 32 per cent in 
the same year. The remaining nine states 
may be characterised as backward or un¬ 
developed and have distributed less than 
Rs 20 per hectare and have contributed 
to only 11 per cent of the total. There 
arc slight modifications to this classifica¬ 
tion, if wc take long term loans out¬ 
standing as the basis, as is seen from 
Table Ul. However, it is obvious from the 
table that the southern, western and 
Punjab-Haryana region is advanced and 
the eastern, north-eastern and Rajas¬ 
than region is backward comparatively. 
The central and northern region is in 
the developing category. That these im¬ 
balances are there in the evolution of the 
cooperative movement in general and 
credit cooperation in particular is an oft 


commented and oft repeated fact. But 
in spite of the steps initiated and schemes 
executed under the development plans 
they have persisted. The fifth Plan pro¬ 
poses higher rates of growth for the 
backward regions and also envisages neces¬ 
sary financial and administrative arrange¬ 
ments for the correction of these imba¬ 
lances.* 

The growth trend of the cooperatives 
is visible even in the case of the agricul¬ 
tural advances of commercial banks. 
There has been a very fast progress in 
the extension of bank credit to agricul¬ 
ture and it is seen from the borrowal 
accounts and the loans outstanding. 
Table IV gives these details. 

Since the nationalisation of 14 major 
banks there has been a considerable in¬ 
crease in the expansion of bank credit to 
agriculture as is evident from Table IV. 
The percentage of agricultural advances 
to total advances by public sector banks 
has increased from 1.4 in June 1969 to 6 
per cent in June, 1974. 

It is seen from Table V that the wes¬ 
tern and southern region together ac¬ 
counts for about three-fourths of total 
borrowal accounts and two-thirds of 


Table II 

Agricultural Credit Cooperatives 


Item 

1950-51 

1955-56 

1960-61 

1968-69 

1969-70 

1970-71 

1971-72 

1. 

Primary 

Agricultural Credit Societies 
(Short & Medium term loans) 
1. No. of Societies (lakhs) 

1.05 

1.60 

2.12 

1.68 

1.63 

1.61 

1.57 


• 2. Percentage Villages cove¬ 
red 

N.A. 

N.A. 

75 

92 

94 

95 

95 


3. Membership (lakhs) 

44.08 

77 91 

170.41 

291.73 

297.65 

309.63 

320.09 


4. Percentage agricultural 
population covered (esti¬ 
mated) 

9 

15 

30 

42 

N.A. 

N.A. 

38 


5. Average membership per 
society 

45 

49 

80 

174 

183 

193 

203 


6. Paid up share capital (Rs 
Crores) 

7 61 

16 80 

57.75 

167.31 

188.70 

205.74 

224.83 


7. Deposits (Rs Crores) 

4.28 

7.04 

14.59 

56.84 

62.67 

69.46 

74.78 


8. Working Capital (Rs Cro¬ 
res) 

37.25 

79.10 

273.92 

812.22 

921.64 

1153.40 

1,276.17 


9. Loans advanced during 
the year (Rs Crores) 

22.90 

49.62 

202.75 

503.97 

542.00 

577.88 

614.53 

H. 

Laad Mortgage Banks 

1. No of Banks 
(a) Central 

5 

' 9 

18 

19 

19 

19 

19 

' 

(b) Primary 

286 

302 

463 

740 

809 

865 

869 

/* 

2. Loans advanced during 
the year to individuals 
(Rs Crores) 

1.38 

,. 2.86 

11.62 

148.6 

155.48 

170.36 

154.44 


3. Loans outstanding with 
individuals (Rs Crores) 

6.59 : 

•13.47 

37.74 

402.15 

513.23 

636.16 

786.51 


Smrtp: Indian A^wultoreinBrii^DthEdition, pp. 226-227. 

. . *■ .v. vi*'! , < , 
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amount outstanding as on the 30th of 
March, 1973. The share of the north¬ 
eastern region was the lowest.* 

According to the RBI statistics for 
the cooperative years 1969-70 and 1970- 
71, about l/3rd of credit advanced by 
primary credit societies was for cultiva¬ 
tors with land holdings of less than two 
hectares. The fifth Plan document en¬ 
visages that this will go upto at least 40 
percent by 1978-79. In other words, 
by 1978-79 out of the total target of Rs 
1,300 crores for short term advances Rs 
520 crores should be for cultivators with 
less than two hectares of land. 7 It is only 
in the light of these objectives that cer¬ 
tain structural reforms envisaged in the 
fifth Plan in the organisation of coope¬ 
rative credit gain significance. 

An analysis of short and medium 
term loans provided by banks to farmers 
and the amount outstanding classified 
according to the size of holdings reveals 
that the number of borrowal accounts 
withholdings upto 5.0 acres aggregates 
2. 35,356 and constitutes 68.75 per cent 
of the total farmers indicating that small 
and marginal farmers predominate among 
short term borrowers as on March, 1973. 
In terms of outstandings, however. the>e 
finances account for 39.32 per cent of 
the total short term finance while the 
balance of 60.68 finance has been availed 
of by farmers holding above 5.0 acres 
constituting only 31.25 per cent of total 
borrowers. Further examination of data 
reveals that average amount per borrower 
was Rs 672. Rs 1.167, Rs 2,003 and Rs 
3,533 in case of marginal, small, medium 
and big farmers respectively,* 

test of performance 

If the test of performance is the ex¬ 
pansion of credit, then all the institu¬ 
tional agencies including government 
come out of the test with colours. In 
view of the resource constraint and 
the pressing need for developmental 
activities, the operations of these 
agencies must necessarily be judged by 
some criteria of efficiency and not by the 
act of expansion of credit. The criteria, 
of course, varies for the cooperatives and 
the commercial banks although there may 
be some common ground. The oft re¬ 
peated criteria of efficiency of institu¬ 
tional credit are: 

1. Deposit mobilisation and build¬ 
ing up of a widening internal 
resource base. 

2. Supervision of the use of credit 
and prompt recovery of loans. 

3. Cost of credit. 

It is well-known that the institutional 

BAJTfi&N BGOftGMIST 


credit is cheaper than non-institutional 
credit. As far as the cooperatives and 
commercial banks are concerned there 
is not much of a difference with regard to 

Table III 

Regional Disparities in Cooperative Credit 


the cost of credit as the terms of lending 
are almost synonymous. 

Let us, therefore, examine the 


S. 

No. 


Criteria 


(b) Between Rs 
and Rs 45 


20 


(c) Less than Rs 20 


(a) Per hectare long 
term loans out¬ 
standing iwith re¬ 
ference to net area 
sown) more than 
Rs 60 

(b) Between Rs 30 
and Rs 60 

(c) Less than Rs 30 


Group and 
names of 
states 


Total short 
term credit 
disbursed in 
1973-74 (as¬ 
sumed.) 

(Rs crores) 


Planned Short term 

growth credit to 

rate (per- be disbursed 

centage) in 1978-79 

(per annum) (target) 

(Rs crores) 


(a) Per hectare Short 
term advances by 
primary credit 
societies: Rs 45 
or more (with re¬ 
ference to gross 
area shown) 


‘A ’ 

Punjab, Kerala, 
Gujarat, Tamil 
Nadu and Maha¬ 
rashtra 


Andhra Pradesh. 
Haryana, Hima¬ 
chal Pradesh, 
Jammu and Kash¬ 
mir, Karnataka, 
Madhva Pradesh 
and Uttar Pradesh 
<" 

Assam, Bihar, Meg¬ 
halaya, Orissa, Raj¬ 
asthan. West Bengal. 
Manipur, Tripura 
and Nagaland. 

‘,V 

Tamil Nadu, Pun¬ 
jab, Gujarat, An¬ 
dhra Pradesh, 

Maharashtra and 
Haryana 

Uttar Pradesh, Kar¬ 
nataka and Kerala 
C' 

Rest of the states 
( 12 ) 


Source: 


396 

10 

644 

224.5 

15 

456 

SO 

20 

215 

N.A. 

25 

N.A. 

N.A. 

50 

N.A. 

N.A. 

100 

N.A. 

! Five-Year Flan 1974- 

79, pp. 84-85. 


Table IV 

Bank Advances to Agriculture 


Year 


No. of accounts 


Amount out¬ 
standing (direct 
finance only) 
(Rs crores) • 


Percentage to 
total advances 


June 1969 

1,60,020 

40 20 

1.4 

June 1970 

6,12,477 

160.38 

4.3 

June 1971 

7,93,100 

206.37 

4.8 

June 1972 

9,26,583 

231.89 

5.0 

June 1973 

12,46,326 

297.86 

5.5 

June 1974 
(Provisional) 

16,30,127 

391.58 

6.0 


Source: GOl, Economic Survey 1974-75, p. 87. 
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capital structure and advances. A 
closer examination of Table VI reveals 
many hidden weaknesses of the primary 
agricultural credit societies. 

The paid up share capital per mem¬ 
ber doubled during the first decade and 
more than doubled during the second 
decade. The deposits of the primary 
societies per member remained almost at 
the same level in the first two Plan 
periods. However, they went up to 
Rs 23 per member by 1971-72. Loans 
advanced per member doubled in the first 
decade and increased by 61 per cent 
during the second decade. The credit- 
deposit ratio more than doubled in the 
first decade and stood at a higher level 
in 1971-72 than in 1950-51. The credit- 
working capital ratio also indicates that 
the position in 1971-72 was worse than 
in 1950-51. 

deteriorating ratio 

Paid up capital and deposits as a per¬ 
centage to working capital has deterio¬ 
rated from 32 to 23 during the period 
under reference and indicates the growing 
dependence of the primary societies on 
external sources. This is the weakest link 
in the cooperative credit organisation. 
Even with regard to the flow of exter¬ 
nal funds for disbursement among the 
members there have emerged some diffi¬ 
culties on account of the poor recovery 
of loans and it is reflected in the mounting 
overducs on the one hand and the falling 
credit-working capital ratio on the other. 
In 1950-51 the ratio was 61 percent 
and the corresponding percentage of over- 
dues to loans outstanding was 22. In 
1960-61 when the c-c ratio (credit-work- 
ing capital ratio) went up to 74 per cent 
the overducs position went down to 20 
per cent and when in 1971-72 the c.c. 
ratio fell to 48 per cent the overdues 
percentage was at 44. This, therefore, 
explains the need to mobilise deposits, 
share capital and also recover promptly 
the loans advanced to make these insti¬ 
tutions banking units rather than loan 
disbursing units as at present. The poor 
contribution of the cooperative sector 
(both credit and non-credit) to national 
savings also reflects their real position. 
It has been estimated to be roughly Rs 50 
crores in 1973-74 and works out to 
0.1 per cent of GNP. 8 

Let us exminc the position with regard 
to deposits and advances in the case of 
commercial banks. 

It is seen from Table VII that 
out of the total deposits 48 per 
cent accrued from the metropolitan 
branches. The urban branches have 
mobilised 24 per cent of the deposits 


whereas the semi-urban and rural branches 
have contributed to only 22 and 6 per 
cent of the total deposits respectively. 
The performance of the semi-urban and 
rural branches in the mobilisation of 
deposits is poor. However the distribu¬ 
tion of advances is more disturbing than 
the collection of deposits. The metro¬ 
politan brances have extended credit to 
the extent of 63 per cent of the total 
credit whereas the urban branches have 
lent to the tune of 21 per cent. The share 
of the semi-urban branches was 13 per 
cent whereas that of the rural branches was 
only 3 per cent. The low credit-deposit 
ratio (41.6 per cent) of the rural and (41 
per cent) of the semi-urban branenes 
clearly indicates that the deposits col¬ 
lected in that sector are not lent to that 
sector fully but diverted to the other 
sectors. The credit-deposit ratio for all 
the branches works out to 71 per cent 
whereas it is 93 per cent and 62 per cent 
for the metropolitan and urban branches 
respectively. Thus the distribution of 
advances reveals that there is a flight 
of deposits from the rural and semi-urban 


areas to the metropolitan centres. It 
looks as if the rural branches are utilised 
for pumping out savings from the rural 
areas for the benefit of metropolitan 
centres whereas the object of nationali¬ 
sation of banks was to reverse this trend. 
This is one of the several contradictions 
in the Indian economy under plan¬ 
ning. The centres of decision-making in 
banking industry are mostly urban and 
metropolitan and there is no doubt bank¬ 
ing a present is urban-oriented. The Bank¬ 
ing Commission clearly exposed this 
tendency and recommended the set¬ 
ting up of‘rural banks’ in order to over¬ 
come the same. 

Cooperative agency has been consi¬ 
dered to be best on theoretical grounds 
both in terms of supervision of tne use 
of credit and its recovery on time though 
Indian experience has not vindicated 
this theory so far. Commercial banks 
entering the field of agriculture is a 
historical accident occassioned by a 
sagacious political judgement. They are 
trying to adjust themselves to the new 


Tabll V 


Regional Disparities in Agricultural Advances as on 30th March, 1973 

Rs lakhs 


Region 

Total advance to 
agriculture (direct 
and indirect) 

Percentage share of total 
advances to agriculture. 

No. of 
accounts 

Amount 

outstanding 

No. of 
accounts 

Amount 

outstanding 

Northern 

81,148 

6046.18 

6.4 

14.1 

North-Eastern 

7,984 

127.57 

0.6 

0.3 

Eastern 

106,376 

2598.49 

8.4 

6.1 

Central 

156,029 

8727.36 

12.3 

16.0 

Western 

190,072 

12157.48 

14.9 

28.3 

Southern 

728,906 

15088.21 

57.4 

35.2 

AU-lndia 

1270,515 

42890.66 

100.0 

100.0 



Source: RBI Bulletin April. 1974 pp. 655-656. 

Tahll VI 


Capital Structure and Credit of the Primary Credit Societies > 

(Rs) 


Year 

Paid up 
share 
capital 
per 

member 

Deposits 

per 

member 

Working 
capital 
per mem¬ 
ber 

Percen¬ 
tage of 

2 and 3 
to 4 

Loans 
advan¬ 
ced per 
member 

Credit- 

deposit 

ratio 

6 to 3 

Credit¬ 

working 

capital 

ratio 

6 to 4 

1 

2 

3 

4 

5 

6 

7 

8 

1950-51 

17 

10 

85 

32 

52 

520 

61 

1960-61 

34 

9 

161 

27 

119 

1326 

74 

6971-72 

70 

23 

399 

23 

192 

835 

48 


Source: Computed from Indian Agriculture in Brief \ 13th Edition, pp 226-227 (Figures 
are approximations only) 
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situation and their problems in this 
Agard are, therefore, anticipated and arc 
not unexpected. 

The level of the overdues indicates 
the overall operational efficiency of these 
institutions. In this regard the picture 
is quite disappointing. The ‘groups of 
borrowers’ of the cooperatives have 
gradually transformed themselves into 
groups of defaulters’ as three-fourths of 
the borrowing members are defaulters. 
This has a demonstration effect on the 
operation of the commercial banks as 
well. Table V1IL gives some details 
regarding the level of overdues in the co¬ 
operative credit structure. 

At the level of the stale cooperative 
banks, the overdues are not sizable, though 
they are on the increase. They also do 
not reflect the magnitude of the problem 
as the bulk of the overdues from indivi¬ 
duals is absorbed at lower levels of the 
credit structure. The overdues at the 
level of the central cooperative banks 
rose from Rs 136 crores in 1967-68 to 
Rs 319 crores in 1971-72. The percentage 
of overdues went up from 25 to 36 during 
this period. This however, is the 
picture for the country as a whole. The 
percentage of overdues ranged from 9 
(Tamil Nadu) to 16 (Assam). 10 The 
mounting overdues at this level have 
crippled the capacity of these banks to 
borrow from higher fiinancing agencies. 
For the country as a whole chronic over* 
dues (i.e. overdues over 3 years and 
above) on June 30, 1972 at Rs 51 
crores formed about one sixth of the total 
amount of overdues. 11 


manship of Dr Datey, analysed the 
causes of these overdues as; 

(/) external i.e. those which are 
beyond the control of the lending agen¬ 
cies such as the occurrance of natural 
calamity, irrigation facility and cropping 
pattern, and 

(2) Internal i.e. those relating to 
organisational and supervisory arrange¬ 
ments obtaining within the institution. 
The study teom's analysis shows that 
there is lack of direct and positive 
relationship between external factors, 
and the level and trend of overdues. 
About three fourths of the overdues 
of Rs 275 crores as on June 30, 1972 can 
be said to have arisen out of wilful 
default. However the study team men¬ 
tions the following as the contributory 
factors for this position. 

1. Defective lending policies pursued 
by cooperatives. 

2. The general apathy of manage¬ 
ments, and 

3. Unfavourable attitude of state 
governments. 

As mentioned earlier, the position 
with regard to the commercial banks is 
not enviable. Hie average of the loan 
recovery works out to 50.7 per cent 14 . 
Defective lending, misuse of credit, 
lack of effective supervision and treat¬ 
ing the loans as evgratia payments by the 
agricultural folk are the oft repeated 


cultural loans of the commercial 
banks. 

The number of primary agricultural 
credit societies which stood at 2.12 
lakhs came down to 1.57 lakhs in 1971- 
72. The fifth Plan proposes that they 
will be reduced to 1.15 lakhs by the 
end of 1978-79. According to the 
findings of the Study Team on Coopera¬ 
tive Overdues already referred to only 
34 per cent of the primary societies had 
a full-time paid secretary /manager. The 
object of reorganisation of the societies 
was to make them viable units of busi¬ 
ness. The study team has called for a 
business of Rs 2 lakhs as the norm 
for treating the society as a viable unit. 

What is most surprising is that there 
is cooperation among the members of 
the managing committees in entering 
the ranks of defaulters and chronic 
defaulters but not in exercising super¬ 
vision and persuasion in the recovery 
of loans. This is another contradic¬ 
tion in the agricultural economy. That 
the prices of farm produce have been 
the leaders in the inflationary trend 
of the country is an established truth 
and farmers, especially big farmers, are 
the beneficiaries of inflation and yet the 
position with regard to repayment 
of loans deteriorates! It is in this context 
that some of the measures taken by the 
department in disallowing them to 
hold or contest for management jobs 
have to be correctly under>lood and 


causes for the poor recovery of agri 

Table VII 

Credit-Deposit Ratios of the Different Categories of Branches of Scheduled Banks: 

June 1972 


high overdues 

The position of overdues with 
regard to the primary societies, which 
indicates the real magnitude of the 
problem was found alarming as is seen 
from Table VIII. The overdues at 
this level shot up from Rs 171 crores in 
1967-68 which formed 32 per cent of the 
demand to Rs 377 crores in 1971-72 
forming 44 per cent. As expected there 
have been wide variations in the distri¬ 
bution of the overdues among the states. 
The chronic overdues increased from 
Rs 25 crores in 1967-68 forming 14 per 
cent of total overdues to Rs 61 crores 
*in 1971-72 forming 16 per cent of the 
itotal overdues. 11 The alarming position 
with regard to overdues has naturally 
crippled these institutions to absorb 
credit from higher agencies of finance 
and serve its genuine members. The 
position with regard to long term credit 
4s slightly better as this rising trend 
.has been reversed in the seventies. 1 * 

The study team appointed by the 
ftM under the distinguished chair* 


S. Categor\ 

No. of branches 

No of offices 

Deposits 

Advances 

CD 

Ratio 

Functioning Reporting 

Rs crores 

1 . 

Rural 

4,778 

4,120 

458.55 

190.93 

41.64 

2. 

Semi-urban 

4,364 

4,025 

1669.10 

682.78 

40.91 

3. 

Urban 

2,482 

2,247 

1798.28 

1136.94 

62.11 

4. 

Metropolitan 

1,891 

1,812 

3606.24 

3356.46 

93.11 

5. 

All categories 

13,515 

12,204 

7532.17 

5367.11 

71.25 


Source: 


Supplement on Banking-Statistics, RBI Bulletin April 1973, pp 30-31. 


Table VIII 

Overdues of Cooperatives 


(Rs Crores) 


Percentage of overdues to 
loans outstanding 



1967-68 

1971-72 

1967-68 

1971-72 

State Cooperative Banks 

18.2 

38.34 

5.1 

6.9 

Central Cooperative Banks 
Primary Agriculture Credit 

135.82 

319.36 

24.9 

35.9 

Societies 

170.98 

376.68 

32.0 

44.0 


Source: Report of the Study Team on Cooperative Overdues quoted in the SBL 
Monthly Review, December, 1974, p. 461. 
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Do You Know 


i) that different species of wood, hitherto used only as firewood, 
are now used as raw material in the manufacture of RAYON- 
GRADE PULP? 

ii) that GWALIOR RAYONS, MAVOOR, was the first and 
foremost to find out the suitability of such species of wood 
for the manufacture of Rayon-grade Pulp ? 

iii) that MURUKKU (Erythriua Indica) and UPPOOTHY (Maca- 
ranga Peltata), among those woods, are outstandingly good 
as raw material for Pulp ? 

iv) that GWALIOR RAYONS, MAVOOR, will be pleased to 
receive offers for such species of wood for producing Rayon- 
grade Pulp? 


Contact 

THE GWALIOR RAVON SILK MFG. (TO) CO. LTD.. 

(PULP DIVISION) 

Blrlakootam — MAVOOR — Koshikode Dt- 

K BR A L A 

Grams : “WOOOPULP” Calicut Talax: 084-21#. Phones :• 3973 & 3974 (Calicut) 

51 & 82 (Rawer) 
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appreciated. The fifth Plan proposes 
that by its termination about 50 per 
cent of the members of the managing 
committees will be from the ranks of 
small, and marginal farmers, and other 
weaker sections. 

The institutional devices evolved dur¬ 
ing the fourth Plan period, namely Small 
Farmers Development Agencies (SFDAs) 
and Marginal Farmers and Agricultural 
Labourers (MFALs) are likely to be mer- 

P ed and an altogether new agency called 
armers Service Societies (FSSs) is to be 
evolved during the period of the fifth 
Plan. It is a concept suggested by the 
National Commission on Agriculture 
and deserves to be implemented as these 
Farmers Service Societies arc multi¬ 
purpose unit having the expertise and 
finances and the necessary size to ensure 
organisational and operational effective¬ 
ness. 

In a nutshell the demand for agri¬ 
cultural credit had gone up steeply 
on account of the extension of 
cultivation and the technological 
innovations brought into vogue in the 
wake of the green revolution. There 
is a persistent trend towards insti¬ 
tutionalisation of farm credit and co¬ 
operatives and commercial banks have 
emerged as the leading agencies. Al¬ 
though the progress of the agricultural 
cooperative credit in the era of planning 
is rapid, there arc several weaknesses 


inherent in its organisation and manage¬ 
ment. The regional imbalances have 
persisted and need correction and also 
the flow of credit among the different 
strata of farmers needs to be checked and 
turned in favour of small farmers in 
tune with the objectives of planned deve¬ 
lopment with justice. So in the case 
with the commercial banks. They 
should be utilised to strengthen the 
agricultural economy and not to weaken 
it by diverting the savings from the 
rural to the urban sector. The reorgani¬ 
sation of the cooperatives and attuning 
the operations of the commercial banks, 
no doubt, bristles with several compli¬ 
cations. But they have to be faced 
and a viable and efficient cooperative 
credit structure has to be evolved to 
serve the cause of agricultural develop¬ 
ment. The level of overdues must be 
reduced. Similarly, banks have to 
identify their changed roles and perspec¬ 
tives and promote the interests of agri¬ 
culture. New organisational devices 
and operational techniques have to be 
evolved and the recovery rate improved 
by dedicated and dynamic management 
of these institutions. 
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Location of industrial agglomeration 

D. Vasudeva Rao 


The task of identifying growth centres, 
particularly through the empirical 
method, is difficult due to the need for 
quantifying physical facilities available 
at a centre. The Entry Point* technique 
may be useful for measuring the presence 
or otherwise of a function at a given 
order(s) of the centre(s). As for socio¬ 
economic infrastructure. Jot of work has 
been done in arriving at the entry point 
(lowest population) needed for various 
subfunctions of major functions like 
education, health, transport, communi¬ 
cations, etc. Still the problem confronted 
by the researchers of Regional Econo¬ 
mics remains formidable with regard to 
suggesting new facilities or filling up of the 
gaps in physical and social facilities in the 
lower order growth centres (suiting existing 

Source of basic data: Directory of Small Indus¬ 
try in A P, Vol I. published by the Directorate 
of Small Industries, Government of Andhra 
Pradesh — 1968. (Latest available) 

•The entry point is the lowest population level, 
wherefrom a particular subfunction starts opera¬ 
ting in a legion. Equivalent to “lowest limit of 
a good*’ in the classical economics. 


or projected population of the centres). 
Specially when ihc regions arc to be deve¬ 
loped industrially, the matching up of 
industry types with the locations, is a 
problem; to have a rational one-to-one 
correspondence between these two, is the 
real problem. 

In determining infrastructure complex 
necessary to sustain a steady growth of 
industry with the increase in population, 
with time, there is a need to observe the 
correlation between given size of the centre, 
quantity and type of* infrastructure avail¬ 
able with the pattern and level of indus¬ 
trialisation. This analysis may be more 
mcaniningful if the industrialisaton is sub¬ 
divided into traditional, medieval and 
modern types with respect to time, level 
of technology, type of machinery, etc., 
and relate it with population agglomera¬ 
tion (occurance of a particular type, in 
turn determining the type of industrialisa¬ 
tion). 

An attempt has been made in this 
direction to relate the population agglo¬ 


meration with different types of industries 
over time and space. This anal} sis be¬ 
gins with an attempt to classify the indus¬ 
tries with respect to time, as well as the 
existence of the related infrastructure, 
and arrive at the minimum population 
value (with respect to time) and (depending 
on the observation) suggesting an industry 
agglomeration that has greater chance 
for survival at different population 
agglomerations. 

Nine districts: Srikakulum, Vizag, East 
Godavari, Krishna, Karimnagar, Adila- 
bad, Chitoor, Anantapur and Karnool in 
Andhra Pradesh are taken for observa¬ 
tion as all of them formed part of the 
study area of another study. 

In all, the 25 types of industrial classi¬ 
fications, as adopted by the directorate, 
arc followed (Table I). 

For each type of industry, the year in 
which it appeared for the first time is re¬ 
corded (in each district) along with the 
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location, of workers, investment on 
machines, installed capacity. This exer¬ 
cise is repeated for all the (25) types of 
industries in all the (9) districts. A 
consolidated statement is prepared. The 
industries, by their first appearance are 
broadly classified into 5 categories with 
reference.to time viz: 


1 

1940 and earlier 


2 

1940-50 

3 

1951-55 

4 

1950-60 

5 

1961 & after 


) 

i 


Traditional 

Medieval 


Modern 


Table II gives a clear picture of the 
classification of industries. 


The traditional industries like iron and 
steel, printing, (demand based), textiles, 
rice milling, cement/lime products, non- 
ferrous metal and alloys, leather, vegetable 
oil, ayurvedic medicines etc (resource 
based) had naturally had their first appea¬ 
rance in late thirties or early forties at 
places like Rajahmundry, Vijayavada, Vizi- 
anagram, Tirupathi, Srikakulam, Hindu- 
pur etc, when there was not much of deve¬ 
lopment, in more than one aspect. These 
industries then and even now, do not re¬ 
quire skilled/technical personnel, high in¬ 
vestment, latest machinery, in addition to 
the fact that they have their own market, 

Table 1 


Industries Classification 
(Directory of SSI: 1968) 

1 Iron and Steel 

2 Institute and Hospital Equipment 

3 Textiles 

4 Automobiles 

5 Agricultural Implements, Machinery 
and Spares 

6 Cement and Lime Products 

7 Chemicals and Fertilizers 

8 Machinery and Machine Tools 

9 Hon-ferrous Metals, Alloys 

10 Paper and Paper Products 

11 Leather 

12 Rubber 

13 Plastic 

14 Radio 

15 Glass and Ceramics 

16 Agro Industries 

17 Food Products 

18 Wood Products 

19 Fountain Pens and Nibs 

20 Projection and Photo Products 

21 Plating 
22* Matches 

23 Vegetables Oil 

24 Ph&ramacuticals 

25 Paint and Varnish 

26 Soaps 


without much difficulty, in their respective 
hinterlands. 

The medieval industries can be broadly 
termed/grouped under 'general engineer¬ 
ing works', which are mainly demand 
based. The onset of scientific farming, 
usage of motors, diesel sets, automobiles, 
tractors, etc, had necessarily brought 
along with them the servicing activity 
and production of spares and indigeneous 
manufacture of some of the main items 
too. 

The resource based units like glass/ 
ceramics (crucibles) (demand based) opti¬ 
cal (frame, lenses), paint/varnish, soaps 
do find a place in this category. It could 
be argued that these items were earlier 
imported, if not manufactured (indi- 
geneously), at a very limited number of 
places. With the advancement of the 
time, the variety started dispersing in 
the region with the availability of the raw 
material and encouraging local markets. 
Especially for crucibles there is a good 
export market. The soap industry 
though started with washing soap, had 
enlarged its sphere to liquid soaps, sandle- 
wood oil etc., with the march of time. 

Modern industry with rubber (tyre re¬ 
treading), chemicals and fertilizers, elect¬ 
ricals, some latest additions/improvements 
in the traditional agro-industries (straw 
board, khandsari sugar), food and food 
products (ice& ice-products, sugar candy, 
confectionery, mechanised backery etc.), 
safety matches etc. started its appearance, 
1950 onwards, at important places like 


Vijayawada, Vizag, Tirupathi, Hyderabad, 
Hindupur, Samalkot etc. By then (1956), 
all these places had developed to a large 
extent and reached a certain stage withthe 
related and necessary infrastructure avail¬ 
able, and connectivity with the leading 
markets (export centres) is well knitted and 
enough of technically qualified/educated 
persons entering the field, the financial 
institution liberalising their credit policies 
in assisting the entrepreneurs, etc. Of 
late in I960's the plastic industry and the 
surgical cotton, (in the textiles) started 
appearing in the field, at highly developed 
places like Hyderabad, Vizag, Vijayawada 
only. 

Thus it can be concluded, without much 
loss of generality, that the industries clas¬ 
sified as ‘traditional' had their first a* oea- 
rancc earlier than 1940, though at impor¬ 
tant places, with relatively high popula¬ 
tion, less facilities. The ‘medieval' types 
started appearing afier 1940. Those 
industries that had their first appearance 
after 1956 arc classified as ‘modern* fall¬ 
ing in line with the advancement of techno¬ 
logy, availability of important by-products 
as raw material, good market/demand, 
qualified personnel, etc. 

Table III, gives the minimum threshold 
population or entry point, at which each 
industry has started appearing for the 
first time, in the study region. Here the 
minimum population is not strictly taken 
as the entry point for the industry concern¬ 
ed. The time element has also been built 
in for considering and categorising the 
industry as to when and where it had 


Tabll II 

Traditional, Medieval and Modern Industries 


Around 1940 


1. Iron/Steel 

2. Textiles 


3. Cement/Lime 
Products 

4. Non-Fe-Metal 
and Alloy 

5. Leather 

6. Vegetable Oil 

7. Aurvedic Medi¬ 

cine 


8. Rice Mill 
(Aground*) 


After 1940 

1. Auto Servicing 
lb. Repairs 

2. Glass and 

Ceramics 

3. Paint and Varnish 
and Nibs 


After 1945 

1. Agricultural 
Implements 


After 1951 

1. Foundry 

2. Machinery and 

Machine Tools 


3. Paper, paper pro 
ducts 

4. Soaps: liquid 
soaps, sandle- 
wood oil 


After 1961 

1. Plastic, Surgical 
Cotton (Textiles) 


After 1956 


1. Chemicals and 
Fertilizers 

2. Rubber (Tyre Re¬ 
trading) 

3. Radio and Elec¬ 
tronics 

4. Electricals 

5. Agro Industries 
(Khandasari Sugar 
Straw Board) 


6. Food Products: 
(Ice, Sugar Candy 
Biscuits, Bread 
Confectionary) 

7. Matches 
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appeared for the first time. For example: 
An Industry X, has appeared in 1940 at 
a place with 15,000 population in district 
Y. But with the advancement of time, 
technology etc., the same industry X has 
appeared in 1956, at a place Pi with 7000 
poptif&tion in another district Z. Thus, 
the time element plays a part. Though 
the industry has appeared in 1956 at a 
place with 7000 population in Z district, 
the infrastructure and the overall deve¬ 
lopment were almost equal to the town 
with 15,000 population in J940. As far 
as entry point is concerned, 7000 popu¬ 
lation should be taken for projections and 
filling up of gaps in existing settlements. 
But due to the time factor 15,000 would 
be taken as the entrv point, for sugges¬ 
tion of new industrial units, so that their 
sustenance is guaranteed. The analysis 
may have a positive answer to where, at 
what level of population agglomeration, 
a particular industry can he started and 
sustained, at what population level an 
industry complex, with complementarity 
could exist and how and by what tvpe of 
industry the gaps in the existing 
industry complex at a given place (a 
central place of higher order) can be 
filled in Table 111. 

It also reveals that, for most of the in¬ 
dustries, given service functions, the ‘po¬ 
pulation level' has come down indicating 
the increase in the frequency and smooth¬ 
ness for the development of that industry. 
However for some industries, it is other 
way round. This may be due to the fact 
that, though they are classified one way 


or the other, perhaps over time, capital 
requirements, market and raw material(s) 
may change. For Example improvement 
in leather technology, demand for higher 
infrastructural facilities, need for higher 
markets, technological advances, intro¬ 
duction of hydrogenerated oils and scien¬ 
tific extraction, pharmaceuticals, offsets, 
litho printing etc., might have pushed up 
the population level for the once tradi¬ 
tional industries to a higher level, for 
their initiation as well as sustenance. 

This analysis is useful in observing cer¬ 
tain correlations between settlements and 
industrialisation. While lower order 
centres support relatively small or lower 
order industries, the higher order centres, 
with minimum physical infrastructural 
facilities, sustain higher order industries 
(Table IV). Thus along with increase 
in population, the order of the centre goes 
up and the corresponding higher functions 
start operating. It is needless to say that 
the higher order centres command the 
lower order facilities as well as industrial 
agglomeration. The thrust for the mini¬ 
mum necessary population threshold given 
sufficient physical infrastructure to sustain 
the optimum agglomeration of the in¬ 
dustries, is observed to be one lakh. Thus, 
this studv highlights the need for build¬ 
ing up systems for correlating size and 
emergence of an industry-type in a physi¬ 
cal environment in a town with certain 
population. This exercise will also help 
identifying population and infrastructure 
gaps for certain level of industrialisation 
and help preparing a blueprint for pro- 

Taihj. ltl 


viding minimum thrust in terms of filling 
infrastructure gaps for industrialisation. 


Tabi^e IV 


Population range 

Industrial units 

— 5,000 

Textiles, Ayurvedic 
Medicine 

— 10,000 

iron & Steel, Rice 
Mill 

—20,000 

Cement/Lime products. 
Leather, Non-ferrous 
Metal & Alloys. Vege¬ 
table Oil. Rubber, 
Agro-Industries, Wood 
Products, Food Pro¬ 
ducts. 

- 50,000 

Auto Service/Repair, 
Pens/nibs, Glass/Cera¬ 
mics, Agricultural 

Implements, Foundry 
Paper - Products, 

Soaps. Radio/Ampli¬ 
fier Electrical, Mat¬ 
ches, Plastic. 

-1.0 lakh 

Printing, Paint/ 

Varnish, Machinery 
& Tools, Chemical/ 
Fertilizer. 

J.O lakh-f 

Surgical Cotton. 


Note : The highest range towns include, 
in addition to the industries speci¬ 
fied. the types for the lower popu¬ 
lation levels also. 


Type of Industry 

Population 

Type of Industry 

Population 

Type of Industry 

Population 

1. Iron & Steel 

60,0C0 

(1928) 

-8,500 

(1961) 

1 . Auto service repair 

25.800 
t1948) 

.25,000 

(I960) 

1 C hemicjls/fcrtiliyerN* 

42,000 

»!9S5) 

2 0 lakhs 
(1959) 

2. Textiles (Hand- 

7 5, 500 

-Sroo 

?. Glass/ccriimics 

(>5,CC0 

22,800 

2. Rubber (tyre retread- 

1 60 lakhs 

20,000 

looms) 

(1927) 

(1959) 


i!943) 

(196.2) 

mg) 

(1958) 

(1964) 

3. Cement/lime 
product 

'. 3.000 

(192’?) 

-13X00 

(1959) 

3. Paint/varnish* 

'4,000 

(1940) 

1 6 lakhs 
(1950) 

3. Radio ampliJicr 

.22,000 

(1958) 

32.000 

(1961) 

4. Non-fe-mctal/ 

63,000 

! 2,CC0 

4. Pcn.s/nibs 

68,000 

.28.000 

4. Electricals A clec- 

30,000 

57,500 

Alloys 

(1930) 

(196!) 

(1945) 

(1960) 

tronics* 

(1954) 

(1963) 

5. Leather* 

20,000 

(.9.22) 

1 2 lakhs 
(1959) 

5. Agrl. implements 

8 r -.0b0 

(1940) 

25,000 

(1960) 

5. Agro industries 

15,000 

(1941) 

10,000 

(1964) 

6. Vegetable oils* 

1.2,000 

(1925) 

1 2 lakhs 
(1959) 

6. foundry 

31,000 

(1935) 

27,600 

(1965) 

6. Wood products 

42,000 

(1954) 

12,000 

(1965) 

*. Ayurvedic medicine* 5,COO 
<1928) 

1 5 lakhs 
(1949) 

7. Machinery/machinc 
tools* 

75,OCO 

(1948) 

1 2 lakhs 
(1962) 

7. Food products 

1 2 lakhs 
(1954) 

I2,0U) 

(1965) 

8. Printing* 

65,000 

(1943) 

2 1 lakhs 
(I963> 

8. Paper & paper pro¬ 
ducts 

1 1 lakhs 
(1950) 

47 300 
(1965) 

8. Matches 

42,000 
• 1955) 

39.300 

(1965) 

9. Rice Mill (Agro- 
tnds) 


6,000 

(1956) 

9. Soapfr 

1 60 lakhs 
(1950) 

—33,000 

(1962) 

9. Plastic 

10. Surgical cotton 

2 0 lakhs 
1959 

39,000 

(1965) 

12 lakhs 
(1962) 


Note : The mid-year population estimates are armed at b> t^kini the corresponding growth, as uniformly divided/spread over 10 years and the res¬ 
pective values are added to the nearest census value. 


•These industries with improved technology and large capital investment, with progress of time, are appearing at centres with higher population and 
infrastructural facilities. 
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Announctmint regarding isau* at Ri. 12.60 crorts Bi% Mmutm {HU) at 07. 
appiiad far iaaaa and allotnant of farther dahaatwaa of Ra. 1.21 cretaa aad oaarantaad * 

This is not a prospectus. Persons interested in details may obtain copies of i 

THE INDUSTRIAL CREDIT AND INVESTT 

(incorporated on January 6.1965 untilti 

E 

Registered Off tee 1 63 Backbsy Reclamation Bombay 400 020 ■ Regional Offices 20 Ml t 


■ 


SHARE CAPITAL 

(as on March 31. 1976) 

Authorised; 

16.00.000 Equity Shares ot Rs i00 each 
10.00,000 Unclassified Shares of Rs. 100 each 
26.00.000 


16.00.00,000 

10,00,00,000 

25.00.00.000 


m 


EXISTING AND PROPOSED ACTIVITIES: 

The Company was incorporated on January 6.1966 with the object of carrying on the business of assisting '.idust»>e* 
enterprises in India, more particulariy described in its Memorandum of Association 

The Debentures are being issued for the purpose of augmenting the resources of the Company to meet the demands of 
Industry for financial assistance, to redeem the first series of'Dsbentures m November 1975 and to meet the other :6ed« 
of the Company. 

/board OF DIRECTORS: 

\ H. T. Parekh Chairman 
' j. S. Raj Vice Chairman 
K. K. Birla 
D. P. Goenka 
N A. Paikhivaia 
t J. Mulkern 
N. M. Wagle 
Bhaskar Miner 
M. V. Sohonie 
R V. Raman 
M. G. BalasuDramaman 
Government Director 
M. Sen Sarma 
M. D. McWiiliam 
M. V. Arunachaiam 
' $ S. Mehta Managing Director 
Phiroze B. Medhora 
Joint Managing Director 
J. M. Ahrens 

Alternate Director for L. J. Mufkem 
N H Green * 

Alternate Director for M. 0. McWilfwm 
I 

PRESENT ISSUE: 

25.000 Debentures (1990) of Rs 5,000 each at 97.60% (Le. Rs 4,875 each) with e right to retain excess 1%MM»000 

subscnptioh money up to 10% of the issue to bo applied for issue and allotment of further 2,500 debentures, 
interest et the rate of 6{ per cent per annum (subject to deduction of tax at source) witl be payable half yearly on 
March 1 and September 1, except that interest will accrue on the Debentures sllottsd from the date of the receipt of the 
application, and accordingly, the initial proportionate payment of interest will be made on March 1,1976. 


Issued and Subsoribed: 
16.00.000 


Paid-up 

16.00.000 


Equity Shares of Rs 100 each 
issued for payment in cash 


Equity Shares of Rs tOO each 
Calls in arrears 


15.00,00.000 


16.00.00.000 

69,760 


14,99,30,250 
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I7.M% with • right to rotoin oxen* subscription up to 10% of tho loro* to ho 
•o rogari* npsyaMnt of principal and paynant of intoroat by tha Government of India. 

i praapaotut from itia ttaglaiarad Offle* or tha Rogionaf Offiew ot tho Company. 

RENT CORPORATION OF INDIA LIMITED 

jtho Indian Companies Act. VII ol 1913) 

it Court Houaa Street. Calcutta 700 001. 20 Nunoambakkam High Road. Madras 600 034. 


GOVERNMENT GUARANTEE: 

The Debentures. now being issued, ere guaranteed by the Government ot Indie as to the repayment of the principal and the 
payment of the interest thereon at 6)%. Tha Debentures will not. however, entail any charge on the assets or the 
undertaking of the Company. 

The Debentures will be considered as approved secu,Uy under the provisions of the Indian Trusts Act. 1882. the 
Insurance Act. 1938 and the Banking Regulation Act. 1949 
The Debentures ahall be redeemed at par on September 1. 1990 

The Company shall have the right to purchase Debentures from the open market and the same can be reissued during 
the in-expired penod of the Debentures. 

The principal moneys of the Debentures to be issued hereunder and the interest accrued thereon shall rank for payment, 
from and out of the funds of the Company 

(i) alter ail the foreign currency loam with interest thereon, both present and future, except the 8% Bonds (1977-88) 
for Swiss F.a.ics 8.000.000. 

(!i) fist* passu with ad the rupee term loans, both present and future, and the six Debenture issues previously made with 

interest ihereun and the Debentures to be issued hereafter with interest thereon (except the interest-free special advance of 
Rs 450 lacs from iii« Government of India, which ranks after the shine c apical of the Company) as also the said Bond 
Issue of Swiss Fioi..*s 8.000,000 referred to above 

Such payment will be w thout affecting the nco's of the Debenture holder- of the present series to take recourse to the guarantee 
of the Government of India, as aforesaid and of the rights of the holders of th« Bonds Issue of Swiss Francs to take recourse 
to the Guarantee of the Government of Indiu as and when issued for their benefit. 

At any meeting of the debenture holders, each voter shall on a show of hands l a entitled to one vote only and at a poll he 
•halt be entitled to one vote m respect of every principal sum of Rs 5.000 of the Debenture m respect of which he is 
emttiad to vote 

lit tha event of over-subscription, shareholders ol the Company who apply for Debentures will be given preferential allotment 
to the extent of as many Debentures as they would be entitled to take up if the entire Debenture issue had been offered to such 
shareholders o n pro-rata basis as a rights issue. The offer and allotment of Debentures to non-resident shareholders is. 
tlOWtvar, subject to the consent of the Reserve Bank of India under the Foreign Exchange Regulation Act. 1973. 

DAKS OF THE OPENING AN0 CLOSING OF THE SUBSCRIPTION LIST . 

The Subscription List will open at the comrnencemant of banking hours on Monday. August 25.1975 and will close at the 
Ctoeo of banking hours on Friday. August 29.1975 or earlier at the discretion of the Directors but not earlier than the 
•toaoof booking hours on Wednesday, August 27,1975. 

PROSPECTUS AND APPLICATION FORMS: 

1 Applications must be for one or more Debentures and should be forwarded to the Registered Office of the Company together 
with tho payment at the rate of 97.60% of the nominal value of the C Venture i.e. Rs 4.875 per Debenture. However, for the 
iako of convenience, applications together with the necessary payment would be accepted by the Central Bank of India at 
lli main offices el Bombay. Bangalore, Ahmedabad. Calcutta, Delhi. Hyderabad, Indore and Madras. 

Applietlion Forma along with copies of the Prospectus can be obtained from the Registered Office and the Regional 
Offices of tha Company 


fiASTHlM ECONOMIST 


369 


august 22 , 1975 



WINDOW DN THE WHELP 


Sweden’s drug industry: 

some lessons 


A visitor to Stockholm's charming open- r 
air museum, Skansen, may browse through # 
a reconstruction of an 18th-century phar¬ 
macy, called Kronan (The Crown), which 
consists of a dispensary, a laboratory, and a 
storage room stocked with medicines and 
raw materials. Fittings, jars, and tools 
from various contemporary pharmacies 
throughout the,country contribute to a 
meticulously authentic restoration. 

In the old days it was in establishments 
like Kronan that medicinal preparations 
were concocted and dispensed to the ailing 
and cantankerous. 

Surprising as it may seem, this system 
persisted well into the present century. It 
was not until 1914 that a Pharmacy Goods 
Act permitted the manufacture of what we 
now refer to as pharmaceuticals outside the 
pharmacies. The law also contained stipu¬ 
lations governing the import of drugs 
manufactured abroad. 

birth of an industry 

The year 1914, i hen, marks the begin¬ 
ning of industrial production of drugs 
in Sweden. And the 670 modern state- 
owned pharmacies now situated through¬ 
out Sweden arc well-stocked with some 
2,600 different pharmaceutical prepa¬ 
rations emanating from a hardy domestic 
pharmaceutical industry as well as from 
leading drug firms the world over. 
Today no more than three per cent of the 
drugs dispensed in Sweden’s pharmacies 
are prepared “to order.” 

In the span of some 60 years, both drug 
production and drug consumption have 
come to be very much an international 
business. While halt of the pharmaceu¬ 
tical preparations consumed nationally 
are of foreign manufacture, about half of 
the domestic production is sold abroad. 

Several phenomena explain the world¬ 
wide increase in consumption of pharma¬ 
ceutical preparations. New discoveries 
have provided drugs against diseases that 
previously could not be cured. Improved 
diagnostic methods make it possible to 


ftlcause of its relevance to 
problems which drug policy faces 
in our country, this article re¬ 
produce# from SWEDEN NOW , 
should be of Interest to our 
readers. j 

detect disease at an earlier stage. 
Applied preventive measures also facili¬ 
tate earlier diagnoses. An increasing life 
expectancy automatically assures a greater 
consumption. And social reforms have 
made medical care and drugs available to 
a greater number. 

Swedish drug consumption is not con¬ 
sidered excessive^ high by international 
standards. To what extent the low cost 
to the consumer of individual pres- 
ciptions (15 kronor maximum,) and the 
government ownership of pharmacies has 
contributed to the increasing sale of phar¬ 
maceutical preparations is impossible to 
determine, a spokesman from Sweden’s 
National Board of Health and Welfare 
maintains. It is interesting to note that 
70 percent of the world’s pharmaceuticals 
are consumed in the United Slates, Japan, 
France, W. Germany, Italy and England. 
Sweden’s part is only 0.8 per cent. The 
nations of Africa, Asia and Latin America, 
with 70 per cent of the world’s popula¬ 
tion, account for only 20 per cent of 
consumption. 

Preparations for which demand has 
grown in recent years are drugs for the con¬ 
trol of infectious diseases. Parkinsonism 
and epilepsy, diureties, and substances for 
treating circulatory disturbances. Psycho¬ 
tropic drugs and vitamins on the other 
hand, have increased proportionally less. 

Unlike the pattern so U picul abroad, 
where drug industries more or less emerged 
from chemical dye industries, Sweden's 
development has'been the reverse. An 
initial exclusive concentration on phar¬ 
maceuticals has relatively recently expand¬ 
ed into related products. 

A big spurt was given to the Swedish 
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when the import of manufactured drugs 
was considerably restricted and it wasdjm- 
cult to obtain imported raw material!; The 
expansion continued during the post-war 
period, and domestic firms have been able 
to compete well with foreign ones despite 
the lack of customs barriers 

The Swedish drug industry firmly estab¬ 
lished its international position in the 
I950's with its two most widely distribut¬ 
ed products — Xvlocaine and Macrodex. 
The former is the local anaesthetic (Lido- 
caine) manufactured by Astra; the latter 
is Pharmacia's Dcxtran infusion solution 
used as a blood plasma substitute. 

increase in sales 

With sales that have increased by appro¬ 
ximately 12 percent a year throughout the 
1960’s, and bv eight per cent to ten per 
cent annually since then, the Swedish drug 
industry faces its future optimistically. It 
realises that its success depends on a 
substantial outlay for research and deve¬ 
lopment and despite a tripling of domestic 
sales volume during the past decade, a 
strong concentration on foreign markets. 

Whereas several Swedish firms have 
merged during the years, no entirely new 
drug company has been formed since 1946. 
There are currently about 15 Swedish pro¬ 
ducers of pharmaceuticals. Five of them 
control approximately 98 per cent of the 
market for drugs produced in Sweden. 

Until the 1950’s, Swedish drug prbduo* 
t ion was mainly aimed at the home market* 
Since then it has come up with substances 
it has felt could be launched on the interna* 
tionai market. This it has done with 
success. Most of the sales in 1973 were 
made to European countries — 41 per 
cent to members of the Common Market 
and 13 per cent to members of the Euro¬ 
pean Free Trade A 

States and Canada were markets for 21.5 
per cent of Swedish drug sales, and other 
nations accounted for the remaining 24.5 
per cent. 

Since 1951, the leading Swedish pharma* 
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ceutical firms have belonged to a trade 
association known as the Association of 
the Swedish Pharmaceutical Industry 
(LIF). LIF’s aim is to safeguard common 
industry interests and serve as industry 
spokesman. Its member firms are Astra 
(including Astra Lakemcdel, Astra-Bofors 
Nobel Pharma* Astra Syntex, Draco/Tika, 
and Hassle)* Ferrosan (including. Tckno- 
san), Kabi (including Recip, Aco and 
Vitrum), Leo (including Mekos), and Phar¬ 
macia (including Agrivet and Mcdisan). 

The great discoveries after the World 
War II aroused great expectations of 
us from society, as well as from doctors 
and patients. For many years the drug 
industry had wind in its sails, and wc 
grew a bit spoiled,” says Fcrrosan’s 
president Olle Ryne, who became HP's 
chairman in 1970 

sensitivity to the product 

“Gradually there arose a sensitivity to the 
effects and side-effects medicines could have 
on the organism. There was the Thalidomi¬ 
de catastrophe, then problems with drug 
dependencies, the notion that the drug 
industry was just out to make money, and 
we became general punching bag>. Controls 
tightened and all over the world drug com¬ 
panies went on the defensive”. 

Mr Ryne explains that LIP met ihis 
problem by “tackling the facts and having 
open discussions on all fronts ” In addi¬ 
tion to meticulous control, studies were 
begun for a solution for compensating 
patients injured from unavoidable side- 
effects. 

“Time was when Swedish pharmaceu¬ 
tical firms would scarcely speak to one 
another, much less to foreign companies,” 
he recalls. “Nowadays we cooperate and 
often even collaborate on many fronts.” 

Astra, one of the top 40 among the 
world's 10,000 drug companies is nearer 
the peak as far as some of its products are 
concerned, such as the local anaesthetics 
Xylocaine and Citanest,the anti-asthmatic 
agent Bricanyl and Aptin which is used 
in situations where the heart is subject to 
overload during periods of severe mental 
stress or physical strain 

In addition, Astra is well-known for its 
semi-synthetic penicillins, sulphas, and 
parenteral and other iron preparations 
and the psychopharmacological drug 
Heminevrin. Started by Adolf Rising 
in 1944 to compete with the German 
and Swiss companies whose imports then 
dominated the Swedish market, Astra has 
grown through six decades into the coun¬ 
try's foremost pharmaceutical firm, em¬ 
ploying 6,100 people, about equally inside 


and outside Sweden. The group is repre¬ 
sented by subsidiaries in 16 countries and 
through agents and licensees in another 
100. Astra has an imposing annual turn¬ 
over of 1,100 million Sw. kr. (1974). The 
largest single owner is the Wallenberg 
group, with some 27 per cent of shares. 

The group's activities are divided into 
three divisions: the Chemical Products 
division, the Varia division and the Phar¬ 
maceutical division. The latter accounts 
for almost 70 per cent of the group's toial 
turnover and is responsible for about 25 
per cent of the Swedish drug market. 

Ferrosan—a name which spells vitamins 
to most Swedes was formed in 1919 to 
exploit a new iron preparation, Idozan, 
which was to play a major role in the fight 
against anemia in Nordic women and men. 
In 1930 the company entred the vitamin 
business and launched such prepara¬ 
tions as Multiplex - ~ for many years a 
slock feature on Swedish bath room 
shelves and kitchen cupboards. Perrosan's 
entrance ticket * to the international 
pharmaceuticals markets were Dicumarol 
(AP), which is used to treat thrombosis, 
and Para Aminusalicyl Acid (PAS), an 
anli-TBC preparation. Today, however, 
its biggest international sellers are 
Sexovid against certain forms of sterility 
in women, the neurolepticum Buronil, 
and Gcnabil a preparation that sti¬ 
mulates the pancreas. The Ferrosan group 
now' has an annual turnover of 200 
million Sw. kr and about 1,100 employees. 

Ferrosan for feedback 

“In my opinion, our strength is in our 
communications system, which not only 
informs doctors about our products, but 
wails for an answer, for feedback,” says 
Lennart Wed berg. Ferrosan's marketing 
manager. “Swedish medical care is being 
centralized, including information. One 
day perhaps you'll be able to channel 
consumption to certain products, and 
though this may sound rational it can have 
significant drawbacks. So 1 think we may 
see a change in our physicians’ consultants 
- they’ll become more specialized', more 
professional. We have begun helping them 
by sending background information to 
the doctor a few days before our consul¬ 
tant makes his visit, and this stimulates 
the doctor's interest positively." 

Still, foreign companies arc more active 
in this respect than domestic ones, and of 
Sweden’s 450 consultants, 340 work for 
foreign and only HO for domestic drug 
companies. 

Apprehension about the channeling ol* 
consumption is caused by the system where 
drug committees on hospital staffs make 
out lists of preparations which they en¬ 


courage doctors to follow'. While its not 
obligatory to do so, departing from the 
list may be troublesome and entail explana¬ 
tions. “I*m afraid of what this could lead 
to if its carried loo far,’’ says Ferrosan 
head Olle Ryne. “If the number of 
decision-makers decreases, it will directly 
and indirectly afreet us in the drug 
industry. If you succeed in gelling your 
drug endorsed by a hospital it will mean 
a great deal, and if its endorsed by a 
municipal government it will mean still 
more. Nobody yet knows w'hat effects 
this may have in the long run.” 

political pressures 

The rising price of medicines during the 
sixties and the suspicion that drug com¬ 
panies were charging vastly different prices 
for equivalent products, hoodwinking a 
naive public ami combing in large profits, 
led to political pressure for the slate to buy 
a share of the indusi 11 and attempt to keep 
prices competitive. I hus the established 
company Kahi was bought in’1969, and 
into it were later amalgamated two smaller 
firms, Aco and Viirum. The latter is best 
known for its nutrient solutions for intra¬ 
venous use, such as Intralipid. 

The liunsilinn from private to state 
ownership was surprisingly smooth and 
the problems scarcely visible, at least to 
outsiders. Kabi expanded from a 25m. kr. 
firm in I960 to a kr. 100m. one ten years 
later, and jumped dramatically to kr. 286 
million in 1973. of which 50 per cent is 
exported. 

Kabi is inoie iniciesied in developing its 
"organic” pioductsihan its swuhetic ones. 
Of the firm's many interesting products— 
antibiotics, clinical reagents for laboratory 
analyses, hoi monos (kabi's human growth 
hormone C.'rcscornion was a world first)— 
one group is particularly fascinating—and 
troublesome: the blood fractions. Here 
the “raw' materia \" is a problem. The price 
of blood plasma on the world market 
doubledin 1973. Since there arc insufficient 
Swedish donors, blood is imported 
from Latin America and such European 
countries as Italy, West Germany, Hol¬ 
land and Ireland. 

As Bcngt Andren, head of Kabi, ex¬ 
plains, “Its becoming harder to buy blood 
plasma for the production, of our blood 
fraction products due to more rigid rules 
for international’ trade and also because 
many countries want to increase their own 
stores, in case an emergency should arise. 
So wc have to work with a type of agree¬ 
ment that we have with a few countries 
that oblige us to deliver corresponding 
quantities of blood fractions for that 
country’s supply. 

“The technique we use demands large 
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volumes that wouldn't be economical 
for these countries to carry out them¬ 
selves.” 

As to the morals of “making money on 
other people’s blood,” Andren says, “The 
profit motive which applies to other 
branches of industry should also apply 
to ours. U is true that we serve a market 
where the social motivations are strong 
and where ethics and morals have to be 
kept very high. We can combine these 
with the profit requirement and we have 
to do it to keep our efficiency high." 

five-fold increase 

From a modest position in the early 
sixties, with a turnover of some 27 million 
sw. kr.. Leo increased live-fold during 
the ensuing decade and is now past the 170 
m. kr. mark, with over 600 employees. 
Insulin and the Swedish headache pill 
Albvl, which contained magnesium oxide 
in addition to acetyl salycylic acid, so as 
to prevent the pH in the stomach from 
sinking to dangerously low levels, were the 
cornerstones of Leo's production in the 
twenties, when it got started. The company 
became firmly established on the domestic 
psycho-pharmaceuticals market with the 
introduction of Hibernal in 1954. In 
addition to tonics and antibiotics Leo has 
secured its exclusive position in the hor¬ 
monal area, with a number of fine original 
products, which have received interna¬ 
tional acceptance. Among these are ocs- 
trogens, substances for the hormonal treat¬ 
ment of prostate cancer such as Estra- 
durin. and the IIPG, human pituitary 
gonadotrophin, renowned from Professor 
Carl-Axel Gcmzcirs dramatic successes 
which have often transformed previously 
sterile women into the mothers of quin¬ 
tuplets or sextuplcts. 

Leo invests between 17 and 20 per cent of 
its turnover in research and has invested 
heavily in construction during the past 
decade. “Wc don't siphon ofT abnormally 
large profits, even in the good years, but 
let the money work for future develop¬ 
ment,” says Leo's chairman of the board 
Alf Eberhard. “We do feel pressured 
from outside, as an ever larger portion of 
the domestic market goes to foreign com¬ 
panies. The big problem is that the multi¬ 
nationals, with their immense research 
and marketing resources, achieve results 
beyond our capabilities. But wc have our 
own well-established research and so far 
we have managed to swim along. 

“Then, too, one hears rather extreme 
talk at times about nationalizing the entire 
drug industry. I don’t know what good 
this would do, when domestic firms ac¬ 
count for only half the consumption in the 
country 1” 

Pharmacia, today the industry's third 


largest company, began modestly 64 years 
ago in the pharmacy named The Elk (most 
pharmacies are named after animals or 
birds). Swept onto the world market with 
such products as dextran, a blood plasma 
substitute, Salazopyrin, a sulpha drug used 
for treating ulcerative colitis, and Pnade- 
bas RAST, a unique allergy lest, Pharmacia 
expanded steadily until in 1973 its sales 
totaled 216 million Sw. kr., of which one- 
fourth were domestic. It now has twelve 
foreign affiliates. 

“Our mainstay products have lasted 
well beyond the seven years most pharma¬ 
ceuticals are said to average,” Gosta Vir- 
ding, president of Pharmacia points out. 
“Though we are small in international 
terms, we bank on research and intelli¬ 
gent marketing to hold our own and 
maintain our independence. 

“Mergers in the industry arc going to 
increase and the number of producers to 
decrease,” Mr. Virding predicts. “But 
in my opinion small and specialized firms 
will get along by being best in their parti¬ 
cular sectors. A new drug of any impor¬ 
tance takes about 25 m. kronor’s worth 
of research. But for an original substance 
that has big potential on the international 
market, its well worth the challenge to 
try.” 

bright future 

As European countries increasingly 
abandon pharmacy produced drugs in 
favour of manufactured products, Swedish 
drug firms hope that their prospects for 
greater drug sales i here will be favourable. 
In the long run, the industry is optimistic 
about increasing sales to North America 
as well. 

Docs the government indeed plan to 
take over still more of the pharmaceuti¬ 
cal industry? For the moment at least, no. 

When in 1974 Communist leader C.H. 
Hermansson introduced a motion in 
Parliament proposing nationalization 
of the entire pharmaceutical industry to 
prevent “some people profiting from other 
people's ill health,” leading Social Demo¬ 
crat Ingvar Svanberg, who heads ihe 
Standing Committee on Industry, pointed 
out that 80 per cent of the entire consump¬ 
tion of medicines is dependent on doctors’ 
prescriptions. He added that the number 
of synonymous products on the Swedish 
market is low by international compari¬ 
son, and is expected to decrease still further. 
In answer to claims that side-effects could 
be reduced if the industry were entirely 
nationalized, he said that there is simply 
no reason to believe that this would be 
true. 

He stated that the Drug Committee 
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controlled the registration of prepara¬ 
tions and that the Corporation of Swedish 
Pharmacies is in charge of price negotia¬ 
tions, regardless of ownership circums¬ 
tances in the industry. He concluded: 

'There is no reason to make a great 
ideological question out of this—it is of 
purely practical nature. Concerning rising 
prices, wc must not forget that the general 
inflation also affects the drug industry.” 

The motion was rejected by a vote of 
303 to 17. 

The trade association in Sweden for 
foreign drug manufacturers is Rufi—the 
Association of Representatives of Foreign 
Pharmaceutical Industries. Its 45 mem¬ 
ber firms represent about 120 drug com¬ 
panies, with the result that virtually the 
entire international industry is affiliated 
with Rufi cither directly or indirectly. 

Rufi disseminates member views on key 
issues, facilitates contacts with health and 
medical agencies, assists member firms 
in matters of common interest, and acts 
as an official body for the submission of 
briefs to authorities. 

Mr Lennart West man, chairman of 
Rufi and president of Roche-Produklcr 
AB, points out that* sales of foreign phar¬ 
maceuticals on the Swedish market have 
been climbing steadily, from 11 percent 
in 1952, to 33 per cent in 1962 to 
49 per cent in 1973. With the big 
change from agencies to subsidiaries 
on the Swedish market which has 
taken place during the past 10-20 years, 
of all pharmaceutical specialities that were 
registered in Sweden as of January 1, 
1973, 61 per cent were of foreign origin. 

liberal attitude 

“It is with satisfaction that we of the 
foreign industry have noted the liberal 
Swedish attitude to imports of drugs, 
which at present do not have to hurdle any 
trade barriers, as well as the willingness 
of the registration authorities to clear new 
drugs for marketing. This means that we 
now have a substantial importation of 
drugs valued at about 400 million 
Sw.kr. 

“The question of greatest interest to all 
of us naturally is: what is going to happen 
in the future? It stands clear to us that 
the foreign industry will increase its market 
share. There are several reasons for this: 
the growing volume of research in the 
world pharmaceutical industries will re* 
suit in new efficacious drugs. Owing to 
the long space of time for clinical trials, 
now running at five years or more, and the 
long time for registration, the foreign 
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drugs that will matter for Swedish medi¬ 
cine during the 1970's are presumbaly 
already known to the firms. In other 
words, we can even now base our optimism 
on certain known facts. The research- 
oriented foreign industry will surely be 
linked even more firmly with Swedish 
medicine on the strength of enlarged clini¬ 
cal research. We are convinced that also 
the foreign firms will give Swedish investi¬ 
gators many interesting ideas from such 
research. The quality of work at the 
Swedish clinics is held in universally high 
esteem and this, too, will contribute to 
an enlargement. 

“Though there are certain problems— 
for example, the registration process in 


Scandinavia is too slow and the patent 
laws are as yet insufficient to protect our 
products—the foreign industry is expand¬ 
ing. The domestic industry has had a 
successful record of accomplishment in 
the past and its research has conferred 
on medicine some first-rate new ethicals 
and it is to be expected that this state of 
affairs will carry over into the future,” 
says Mr West man. 

On the other hand, the larger Swedish 
firms have increased their activities abroa.d 
both in regard to direct export and estab¬ 
lishment of affiliates, and many observers 
feel that this tendency will proceed faster 
than that toward foreign domination of 
the home market. 


Sven-Olof Nystrom, * of Astra’s phar¬ 
maceutical section, points out that while 
circumstances governing the acceptance 
and use of medicinals among the Scandi¬ 
navian countries are not troublesome, there 
has been talk of the harmonization of drug 
registration with the European Commu¬ 
nity, as well as of rules for Good Manu¬ 
facturing Practice in such organizations as 
WHO, OECD and the Council of Europe. 
“Difficult as it may be for many different 
countries to coordinate their regulations,” 
he says, “this is a direction in which 
we are inevitably moving.” 

Courtesy: Sweden Now 


Gloomy outlook for foodgrains 


The European harvests are in full swing 
and, generally speaking, the yields are 
disappointing. Britain has had so long a 
hot, rainless spell that the Cornishmen are 
having to buy their fodder from Norfolk 
farms; traditionally green Ireland has 
had so little rain ihat the fields are brown 
with half-burned crops. France, rainless 
for over 50 days, has had its worst 
drought since 1906 and everywhere south 
of Scandinavia the only relief has come 
from thunderstorms. Luckily, three wet 
years have left cities underground water 
at a high level, but that level has 
fallen by half this year. Austrian crops 
are so poor that farmers are already 
demanding higher prices. 

massive purchases 

Although the Soviet purchases of 
grain from the USA and Australia appear 
to be largely precautionary and inten¬ 
ded to build up a sizeable reserve, east 
Europe's effort to bring in this year’s 
harvest is facing unusual difficulties. 
Extremes of bad weather—drought in the 
north and east and floods in the Danube 
valley—have combined with enduring 
inadequate organisation and some short¬ 
ages of manpower and machinery to 
menace the harvest exactly at the time 
when middle and east Europe need alt 
the food they can grow to feed the popu¬ 
lation and leave some over for export 
to western countries to help pay the much 
higher import bills for manufactures and 
to developing countries to help pay for raw 
materials, all of which arc sharply more 
expensive. 

Despite all the contention about economic 
systems it seems to make little difference 
in east Europe whether the crops are 


raised by complete collectivization or. as 
in Poland and Yugoslavia, largely by private 
farming. There are still not enough men 
and still much too few machines. The 
autumn and early winter are always anxious 
times for governments there since that 
would be the time when the first signs of 
shortage or high prices would appear with, 
as five years ago in Poland, extremely 
serious results in politics and public order. 

only bright spot 

The only bright spot in today’s farming 
in east Europe appears to be Czecho¬ 
slovakia. The Czech grain crop is offici¬ 
ally expected to be better even than planned 
which is saying a good deal because 
Czech official requirements arc invariably 
demanding. Even so, Czechoslovakia 
will need grain imports from the Soviet 
Union where a prolonged drought, shared 
by East Germany, severely threatens the 
grain harvest Better things are expected 
in much of Siberia where, in the middle 
and north, the harvest comes later. Poland 
has this year so poor a harvest that the 
Catholic thurch went so far as to issue a 
dispensation allowing the 90 per cent 
faithful to carry on harvesting on Sundays 
even though it benefited the atheist 
communist government in Warsaw. 

The granaries of Yugoslavia’s Vojvodina 
and Hungary, in contrast to drought- 
stricken East Germany, Poland and the 
Soviet Union, have been afflicted by rain 
and hail storms so that work is impeded by 
waterlogged fields. The wheat crop yield 
is expected to be 15 per cent less than 
expected, with Yugoslavia contributing 
not more than 6.3 million tons and drawing 
heavily on last year’s reseve stock from 
a record harvest in 1974. Poor Rumania 


E. B. Brook, Vienna 

has, for the second time in a decade, been 
inundated by rain and Danube floods and 
international aid has been sought again 
by Bucharest. If the damage is not so 
dramatically severe as in 1970, about one- 
tenth of the country was submerged by 
this year's floods. To salvage some of the 
crop farmers have been obliged to pull the 
wheat from the flood water and dry it on 
the dikes the\ and the arm\ hastily built. 

A disastrous harvest is of more than 
economic loss to Rumania. Its indepen¬ 
dent attitude w ithin the Warsaw Pact and 
its friendship w ith China and Israel make 
it a low-ranking claimant on Soviet 
help, as Bucharest found in the 1970 
flood crisis. Its agricultural products 
remain all loo predominant an element in 
Rumania's sales both west and east and the 
still low standard of living in Rumania 
contrasts sadly with that country’s coura¬ 
geous efforts in industry and international 
commerce. Rumania has asked several 
countries for seeds and technical help 
to resow the flooded area to try to pro¬ 
duce a second crop. 

lack of storage 

Almost everywhere in east Europe, 
especially in the Soviet Union and Hun¬ 
gary, there is still lack of storage facili¬ 
ties. Building silos goes fairly steadily 
ahead but silos have to compete with 
factory and home building for workers 
who are all too scarce. Building materi¬ 
als often fail to arrive even when the 
workers are available. As a result, in 
Hungary this year, about one-fifth of the 
harvest will have to take its chance with¬ 
out adequate storage. 
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The harvest woes are not confined to 
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Europe: a heat wave in the Canadian 
prairies has set back earlier hopes of a 
bumper wheat crop. As a result expec¬ 
tations of a 600 million bushels wheat 
harvest have been cut down to 467 mil¬ 
lion bushels. Even so, the Canadian crop 
will be better than last year's and lower 
yields will not obstruct shipments to the 
Soviet Union of 74.6 million bushels of 
this year's spring-crop wheat and 37.3 
million bushels of the late summer crop. 
Even so, the Soviet authorities have been 
made anxious by weather reports from 
Canada and the the USA and are seeking 
to buy a million tons of grain from the 
Common Market. With the Common 
Market wheat crop down by 10 to 14 per 
cent last year and barley down eight per 
cent the Russian request for wheat, barley 
rye and maize is meeting very cautious 
consideration. 


The total Soviet aim in grain purchases 
this year is 30 million tons of which 
so far they have secured about half. 
Already grain sales to the Soviet Union 
has spurred a price increase of three 
per cent in American markets. A further 
purchase worldwide of another 15 million 
tons would be certain to make almost 
all grains more expensive. The amount 
currently available and stored in the Com¬ 
mon Market area is rather less than 4£ 
million tons, bought to support producer 
prices. This year’s diffident harvest apart, 
the Market authorities would hesitate 
to subsidize such heavy grain exports to 
the Soviet Union. 

The Indian programme of land reform 
and plans to increase grain yields substan¬ 
tially are welcomed in the west even in 
those places where other aspects of recent 


events in India have been less readily 
understood. The continuing drought in 
north and central Africa and the seemi¬ 
ngly almost annual Soviet drain on stored 
grain and crops of other continents are 
two factors seriously disturbing world 
agricultural economy. East Europe's 
increasing concentration on the food can¬ 
ning industries may also, if early results 
are encouraging, divert acreage from 
grains to crops with readier sale abroad 
in convenient canned form. Already at 
least five east European states are striving 
in competition to sell the west canned 
vagetables and fruit. Their price-cutting 
tactics for a bigger place in the market 
may persuade them that the small profits 
arc insufficient recompense for diverting 
land from growing essential grain 
crops. 


New international economic ties 


There are solid chances for fundamental 
changes in economic relations between 
developing and developed countries accor¬ 
ding to William Buffum, US Assistant 
Secretary of State for International 
Organization Affairs. 

At the same time, Mr Buffum warned 
in an interview, that the United States at 
the special session of the UN does not 
want to get involved “in a philosophical 
debate about whether or not we are crea¬ 
ting a new international economic order 
or whether we are improving the existing 
economic order.” 

We prefer to “concentrate on solving 
specific problems/' and to develop a “new 
web of international economic relationshps 
that will benefit the entire international 
community/' Mr Buffum said. 

Excerpts from the interview follow: 

Q: The developing countries are pressing 
vigorously in the United Nations and else¬ 
where for a fundamental reexamination of 
economic relationships between the deve¬ 
loped countries and the developing countries. 
At the same time , the United States seems 
to be reassessing its foreign policy in a 
number of different areas , and it would seem 
reasonable that it would be considering new 
approaches to the developing countries as 
part of this process. What kinds of funda¬ 
mental principles do you think should 
govern future economic relationships bet¬ 
ween the industrial countries and the poorer 
countries ? 

A: There are many facets to the answer, 
but basically as a realistic proposition, we 
have to assume that a viable conomic 
relationship between states can be based 
only on mutual advantage. It's very 


John 

hard to sec how any government is likely to 
engage in any undertaking unless it is sat¬ 
isfied that in some sense its own position is 
protected or advanced. This is a normal, 
natural part of governmental relationships, 
whether in international organizations or 
bilaterally. Therefore it's important, for 
the developing nations—which are making 
so many demands in trying to satisfy the 
increasing aspirations of their people—to 
realize that the only way to achieve new 
and improved relationships is on the basis 
of cooperation and a constructive dialogue 
rather than confrontaion. 


Q : Does it really make sense to think 
of economic relationships between all 
the developed countries on the one hand , 
and all the developing countries on the other 
hand ? AfteralL there are tremendous differ¬ 
ences among the developing countries . 

A: Given the variety of relationships and 
the variety of problems involved, you can 
not fit all of these in to one neat package. 
But broad rules covering international 
trade, for example, and rules governing 
the behaviour of multinational corpora¬ 
tions are proper subjects for international 
debate and agreement. At the United 
Nations in New York all of these issues 
come together in one place. The UN 
provides a sort of global picture of the 
world's economic concerns. This has 
been a new and increasingly important 
dimesion of the United Nations work. 

Q: Do you think real progress can be 
made in improving these economic relation¬ 
ships through the United Nations! We 
generally think of the United Nations as a 
centre far debate which has Sometimes 


I. Harter, Washington 

been quite confrontational. Can we really 
expect to make progress in this kind of 
an atmosphere! 

A: Well progress in the UN does dep¬ 
end on atmosphere. We think progress 
is possible and necessary, but it can only 
take place if there is understanding that 
no one nation can pursue its own 
national advantage to the exclusion of 
concern for the interests of other states. 
It's as simple as this: what the developing 
world is asking for, basically, is a transfer 
of resources from the developed world to 
the developing world. 

And there is no doubt that improve¬ 
ments arc necessary in the arrangements 
that have governed international trade 
and international economic relatiohsips. 
We ourselves are committed to look for new 
and better ways of accomplishing these 
objectives, but wc are conviced that you 
can only bring about new relationships 
if you approach the problem in the spirit 
of an honest endeavour to find common 
ground, To put it more precisely, a princi¬ 
ple purpose of the United Nations, 
according to its charter is to harmonize 
the policies of nations. You described 
the purpose of the United Nations as 
holding general debate. I think it has a 
more positive and concrete objective of 
seeking to reconcile diffrences and find¬ 
ing common ground. That will be a 
great achievement that the assembly 
could offer to the benefit both of the 
developing world and the developed 
world if, in fact, the majority of members 
approach their discussion of these prob¬ 
lems in a cooperative spirit rather than 
a confrontational spirit. 

Q: What is the specific purpose of the 
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seventh special session of the General 
Assembly , which will take place for two 
weeks beginning September I? 

A: This special session has been called 
explicitly to deal with problems of world 
economic development. We expect it to 
cover most of the key problems relating to 
economic development—such as the trans¬ 
fer of resources, international trade and 
terms of trade, commodities, and reorga¬ 
nising the United Nationas to make it a 
more effective delivery system to support 
economic development in the developing 
world. The session will deal with almost 
all important aspects of international 
economic relationships. 

Q : Do you believe the developing coun¬ 
tries and the developed countries have 
different concepts of what the goals of the 
meeting should be , or is there fundamental 
agreement on this? 

A: I think there are rather significant 
differences. For sometime, the developing 
world has felt that the increasing wealth 
of the industrialised countries is derived 
from the resources of the less developed 
nations without their having an adequate 
share in the profits and growing wealth 
of the world. Therefore, they basically 
see a need to use the United Nations as 
an instrument for persuading the richer 
nations of the world to allocate a greater 
share of existing resources to the develop¬ 
ing countries. 

We, for our part, feel that no nation can 
really prosper over the long pull unless 
there is a total growth in the world's econo¬ 
mic wealth. What we must strive for is a 
general improvement in the economic 
climate of the world in which everyone can 
share in a more equitable way. This would 
be our objective. 

evolutionary approach 

Hence, we believe, our principal effort 
should be to encourage increased pro¬ 
duction, increased trade, more rational 
ways of sharing the results, and to arrive 
at agreements so that the entire world 
community will profit. This, we believe, 
would be better than approaching the 
problem from the standpoint of merely 
insisting on a transfer of resources from 
one portion of the world to another. 
Some would say that’s not “revolutionary” 
enough. I think in this sort of a situation 
the word “evolution” would more 
appropriately characterise our approach. 

Q: Could you say more specifically what 
goals the United States government would 
like to see the special session give priority 
attention to % and why ? 

A: First of all, we feel that one of the 
most critical problems facing the entire 
world — and most particularly the 


developing world — is that of assuring 
adequate food supplies for the world’s 
growing population. 

Therefore, we would expect to have 
proposals for meeting this problem, and 
we hope the General Assembly will follow 
through constructively on what it began 
last year when it called for the World Food 
Conference, as recommended by Secretary 
of State Dr Kissinger. A lot of work has 
been done in this area over the past few 
months, and more should follow. 

Wc also expect to have something to say 
about the structure and operations of the 
economic system within the United Nations 
family, based on the report of a committee 
of 25 experts on how this part of the UN's 
work might be improved. We expect a 
very significant discussion of that report in 
New York. 

transfer of resources 

We also think the general problem of the 
transfer of resources will be discussed. And 
last but no least, we arc persuaded that the 
problems of the poorest countries those 
which have been most seriouslv affected by 
the world economc crisis of the last vear 
and a half the so-called “MSA's" have 
not reallv had adequate attention bv the 
General Assemblv. We would like to sec 
greater attention being given to their needs. 

Q What can be done to help these coun¬ 
tries ? 

A: We will have some specific propo¬ 
sals in that field. As these are still in the 
process of being formulated, l cannot 
identify them in any detail at this stage. 
But 1 can say we share with the developing 
nations their concern about what happens 
to their economics when there is a wide 
fluctuation in prices—for example, the 
prices of commodities and raw materials 
which they export, and the prices of com¬ 
modities which they must import to survive. 
This whole problem of the relationship 
of earnings from the sale of natural reso¬ 
urces and the stability of the international 
price structure will be discussed in detail. 
We expect to offer some very concrete 
suggestions in this area when the General 
Assembly convenes. 

Q: Manv influential persons in develo¬ 
ping countries appear to be under the impres¬ 
sion that the United States follows an essen¬ 
tially negative attitude toward many oj their 
aspirations . Tin v say , for instance , that 
the United States is simply opposed to their 
wish to create a new international economic 
order . Is their image valid ? 

A: No, I don't think so. Secretary of State 
Dr Kissinger has made clear repeatedly 
over the past year that we have in fact, been 
giving close and increasing attention to the 
complaints of the developing world about 


existing economic relationships. We are 
committed to approach the Genera) Assem¬ 
bly in a positive and constructive spirit. We 
will not only have an open mind about the 
view points of others, but also a commit¬ 
ment to advance specific proposals w'hich 
wc think will improve the existing order, 

solving specific problems 

What we would rather not do, however, 
is to get involved in a long, philosophical 
debate about whether or not we arc creating 
a “new international economic order,” 
or whether we are improving the existing 
economic order. We think this would 
be a rather abstract debate. What wc 
prefer to do is to concentrate on solving 
specific problems. We are quite aware of 
the fact that, in the world of today, nations 
are completely interdependent, and that 
what happens in an\ part of the world— 
for example, in terms of a drought, a major 
depression, a shortage of critical raw 
materials—can radically affect what hap¬ 
pens to us in the United States. 

We acknowledge the interdependence 
and wc want to improve the relationships. 
But wc think it would not be useful 
to argue over whether the improvements 
should be considered a “new international 
economic order.” 

Q: Do you believe there is a chance for 
a really significant , fundamental change in 
the economic relations between developing 
countries and developed nations in the years 
ahead ? 

A: Yes I think there is a chance for 
fundamentally changed relationships. But 
1 believe very strongly this can only be 
accomplished if all concerned approach the 
effort to build these new relationships in a 
spirit of cooperation. The General Assem¬ 
bly is not an institution through which 
countries can legislate decisions to be exe¬ 
cuted by national governments. It is not 
an international parliament. At best, re¬ 
solutions passed by the General Assembly 
are recommendations, and, therefore, 
while the assembly may ask nations to do 
certain things, it cannot require nations, 
for example, to allocate a given percen¬ 
tage of their resources to other nations. 

If the confrontational spirit which pre¬ 
vailed last year at the 6th special session 
were to persist, then I, would be very 
sceptical about the possibility for achiev¬ 
ing new and improved relationships, at least 
through the General Assembly mechanism. 
If, however all countries are willing to 
listen to each other, and take account of 
each other’s concerns, then I think there 
is a good chance that we can develop a 
new web of international economic rela¬ 
tionships that will benefit the entire inter¬ 
national community. 

Courtesy: US IS 
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TRADE 

WINDS 


Exports by Projects & 
Equipment Corp. 

Exports by ihc Projects and 
Equipment Corporation of 
India (PEC) have increased 
to Rs 19.61 crorcs during 
1974-75 as against Rs 9.56 
crores during the last year. The 
target for exports for 1975-76 
is placed at Rs 32.7 crores, 
out of which exports worth 
nearly Rs 10 crores have al¬ 
ready been made during the 
year. In accordance with the 
Prime Minister's 20-point pro¬ 
gramme, the PEC has redoub¬ 
led its efforts to penetrate in¬ 
to new markets and to diver¬ 
sify and expand exports. 

At present, it has export 
orders worth about Rs 6K crores 
in hand, out of which orders 
worth nearly Rs 25 crorcs have 
been secured since April 1975. 
These orders include supph of 
textile machincrv, electrical 
sub-stations and distribution 
equipment, railwav wagons, 
coaches etc. For the first time, 
the PEC will export diesel, 
locomotives from India. A 
contract to this effect was 
signed with the Tenzanian 
government recently for 
export of 15 diesel locomotives 
valued at Rs 6.5 crorcs. An 
entry has also been made in 
Iraq for securing an order for 
supply of castings valued at 
about Rs 60 lakhs. 

Added-Value Scheme 
for Engineering Goods 

The government has decided 
to withdraw the 25 per cent 
added-valuex scheme for 12 
engineering items, the produc¬ 
tion of which is entire!' depen¬ 
dent on indigenous steel. This 
is intended to help the industry 
in improving the contracting 
position of these engineering 
products and boosting exports. 
Cortimunicating the decision 


of the government in this 
respect to the Engineering Ex¬ 
port Promotion Council re¬ 
cent Iv, the ministry of Com¬ 
merce has pointed out that the 
engineering products for which 
the prime steel category requir¬ 
ed by the export manufacturer 
is wholly met from indigenous 
production and import of which 
is not allow-ed at present, there 
will be no value-added requier- 
menl. 

Floor Prices 

However, the EEPC will 
be required to fix the floor 
prices for these items so that 
the f.o.b. realisation is appro¬ 
priate. For this purpose, the 
Council will take into account 
the prevailing JPC price 
(minus excise duly) and the 
f.o.b. price of primary steel 
exported. These instructions 
will have immediate effect. 
Earlier, under the 1975-76 
Import Trade Control Policy, 
the steel categories to he 
imported for export produc¬ 
tion were restricted following 
the improved availability. 

The engineering products 
which are entirely dependent 
on indigenous steel for export 
production and have been in¬ 
cluded in this scheme are : 
Barbed wire; mild steel bolts, 
nuts, rivets, woodscrew. ma¬ 
chine screw, wire nail and panel 
pins: iron castings; mild steel 
tension bars and fencing com¬ 
ponents; railway track faste¬ 
ners, fittings and accessories 
(other than bolls and nuts); 
mild steel pipes and tubes 
(other than ERW precision 
and mechanical tubing); steel 
tubular poles; cast iron and 
malleable iron pipe fittings; 
steel welded mesh; mild steel 
arc welding electrodes; steel 
bright bars, and shaftings of 
mild steel and steel wire gauze 
mesh and nettings. The EEPC 


will now be required to make 
recommendations for alloca¬ 
tion of steel for export produc¬ 
tion of these engineering items, 
without insisting on value addi- 
tion, but subject to floor prices 
to be fixed. The Council has 
also been asked to ensure that 
there is no recommendation 
for import of steel for the ex¬ 
port production of these items. 

Compulsory Deposit 
Scheme 

All those who made deposits 
under the Compulsor\\Deposit 
(Income Tax Payers) Sche¬ 
me, 1974. while their current 
income during the financial 
year 1974-75 was less than Rs 
15,100 will get refund of money. 
They will also get on interest of 
five per cent on the amount. 
Decision to this effect has been 
taken by the government. 
According to an official 
announcement, the deposit 
offices have been authorised to 
refund such deposits immedia¬ 
tely in full together with inter¬ 
est at five per cent per annum 
up to the month preceding the 
month of refund. The clai¬ 
mants have been asked to sub¬ 
mit applications for refund in 
duplicate to the deposit offices 
where the account stands, in¬ 
dicating the amount and date of 
deposit, account number allot¬ 
ted by the deposit office and 
reasons for seeking the refund. 
They have also to furnish evi¬ 
dence in support of the income. 
Original receipts given by the 
deposit offices and pass books 
are also to be sent along with 
the application. 

Industrial Units by 
Non-resident Indians 

The ministry of Industry and 
Civil Supplies has decided to 
extend various facilities to non¬ 
resident Indians for establish¬ 
ing industrial undertakings in 
India. In doing so, the objec¬ 
tive of the government has been 
to facilitate the return of 
Indian scientists, technologists 
and engineers working abroad 
in order to utilise their exper¬ 
ience and expertise in industrial 
and technological develop¬ 
ment. At the same lime, the 
government would like to 
facilitate investments in India 
by non-resident Indians who 


have such resources. Import 
of plant and machinery by non¬ 
resident Indians has been 
allowed since April, 1972. TKe 
only restriction has been that 
it should have been purchased 
with the applicant's foreign 
exchange earnings abroad and 
an account of the foreign ex¬ 
change earnings is furnished to 
the Reserve Bank of India. The 
monetary value of the machi¬ 
nery to be imported was origi¬ 
nally Rs 6 lakhs, hut it was 
raised to Rs 25 lakhs subsequ¬ 
ently. Raw materials and com¬ 
ponents for meeting the opera¬ 
tional requirement upto a 
maximum of Rs 1 lakh verc 
allowed to be imported with 
the foreign exchange earnings 
abroad. 

Focal Points 

The government has also 
decided to provide a focal point 
in the government where such 
persons returning from abroad 
could obtain various facilities 
of different agencies. Non-resi¬ 
dent Indians who are facing 
difficulty in establishing indus¬ 
trial undertakings under this 
scheme may approach the 
following authorities for remo¬ 
val of delays and other bottle¬ 
necks : (a) Director General, 
Council of ScicntificA Indust¬ 
rial Research for assisting scien¬ 
tists. and technologists return¬ 
ing from abroad for the pur¬ 
pose of setting up manufactur¬ 
ing capacities, (b) Depart¬ 
ment of Electronics for those 
who propose to set up indust¬ 
rial undertakings for the manu¬ 
facture of electronic items; 
and (c) Dr. A. K. Ghosh, 
Additional Secretary, Depart 
ment of Industrial Develop¬ 
ment, Udyog Bhavan, New 
Delhi, who would act as the 
focal point for removing bottle¬ 
necks in respect of applicants 
not covered by categories (a) 
and (b) above. 

Engineering Exhibition 

India participated in an 
International Engineering Ex¬ 
hibition, held in Melbourne 
recently. The Indian pavilion 
exhibited a wide range of 
engineering products including 
light machinery, door closer, 
carbide tools, bandsaw blades, 
hand and cutting tools, steal 
files, industrial fasteners, 
electric fans and motors, 


EASTERN ECONOMIST 


376 


auoust 22,1975 




diesel engines and pumps, 
automotive parts, bicycles 
aqd scientific instruments and 
various machine tools. The 
Indian pavilion also dis¬ 
played a 100-ton press. This 
was for the first time that a 
.press of this calibre from India 
was being displayed in Aus¬ 
tralia. It proved to be the 
star attraction at the pavilion. 
The Australian minister for 
Manufacturing Industry, Mr. 
Lionel Bowen, who visited the 
Indian pavilion, expressed his 
admiration on the progress 
made bv India in the field of 
industry and technology as 
demonstrated by the heavy and 
sophisticated machinery dis¬ 
played in the pavilion. 


Exports to Australia 

Exports of Indian engineering 
products to Australia showed 
a significant increase during the 
year 1973-74 (Juh-Junc) and 
the half-vear ended Decem¬ 
ber 31, 1974, when tjiese to¬ 
talled Rs 4 crores and Rs 2.65 
crores as against Rs 2.6 crores 
and Rs 1 crore during the cor¬ 
responding period of the pre¬ 
vious year and the previous 
half-year respective!). India's 
total exports to Australia have 
also registered a marked in¬ 
crease in recent years. These 
were valued at over Rs 53 
crores and Rs 37 crores during 
1973-74 (July-Junc) and the 
second half of 1974 respectively 
gs against Rs 32 crores and Rs 
25.6 crores during the pre¬ 
vious year and half-year res¬ 
pectively. 

Mineral Production 


The value of mineral pro¬ 
duction in India excluding the 
Value of atomic minerals and 

t inor minerals stood at Rs 
35 crores in April as well as 
i^iMay 1975. The value of fuels 
Recounted for Rs 5.83 crores or 
about 79 per cent of the total 
Value of mineral production 
fallowed by metallic minerals 
With Rs 10.0 crores or 14 per 
dent and non-metallic minerals 
Rs 5.2 crores or seven per cent 
quring the month of Mav 1975. 
ijron ore and manganese ore 
are the most important mine- 
rtris of the metallic group, ac* 
counting for Rs 61.3 crores 
aiid^Rs 76 lakhs respectively. 


Among the non-metallic group 
the value of limestone, dolo¬ 
mite and mica (crude) account¬ 
ed for Rs 2.69 crores, Rs 
31 lakhs and Rs 18 lakhs 
respectively in May 1975. The 
index of mineral production 
(quantum index) with base 
1970^100 increased by one 
point to 126 during the month 
of May 1975. The output of 
coal decreased to 7.670.000 
tonnes during the month from 
7,793,00 tonnes in April 1975. 
The production of lignite, 
however, increased to 263,(XX) 
tonnes during May 1975 com¬ 
pared to 203,000 tonnes in 
the previous month. 

Among the principal me¬ 
tallic minerals, the produc¬ 
tion of iron ore increased 
to 3,737,000 tonnes in M<v 
1975 from 3.730.000 tonnes 
in April. The production 
of chromite and copper 
ore increased to 54,000 tonnes 
and 164,000 tonnes during the 
month compared to 49.000 
tonnes and 157,000 tonnes res¬ 
pectively in April 1975. How¬ 
ever, the production of bauxite 
declined from 128,000 tonnes 
in April 1975 to 111 ,000 tonnes 
in May 1975. Amongst the 
principal non-metallic mine¬ 
rals, the production of lime¬ 
stone increased to 1,986.000 
tonnes in Mav 1975 from 
1,941,000 tonnes in the pre¬ 
ceding month. The output of 
dolomite during April and 
May 1975 remained at 123,000 
tonnes. The production of 
mica (crude), however, dec¬ 
lined to 877 tonnes in the 
month from 929 tonnes in 
April 1975. 

Export of Auto Parts 

Two of the leading automo¬ 
tive clients of the Trade Deve¬ 
lopment Authoritv have secur¬ 
ed orders for Automotive 
Fasteners from Daimler- 
Benz, the well-known auto¬ 
mobile manufacturer in West 
Germany. These orders, which 
have been obtained in competi¬ 
tion w th the German pro¬ 
ducers represent a real break¬ 
through into the West German 
market. It is for the first time 
that this product will go as an 
original equipment in a 
German vehicle. Fitness of 
Indian products as original 


equipment on the prestigious 
Daimler-Benz vehicles would 
not only create an automatic 
replacement demand but would 
also open new vistas of exports 
to meet the requirements of 
other automobile manufactu¬ 
rers in West Germany and the 
neighbouring countries in west 
Europe. 

Detailed Survey 

The Trade Development 
Authority, after a detailed 
study of supply sources in India 
and the requirements of West 
German market, identified a 
set of items and offered them 
to Daimler-Benz. These items, 
other than the specialised auto¬ 
motive fasteners, are auto¬ 
motive components based on 
forgings and malleable cast¬ 
ings, press parts and aluminium 
trimmings. While orders for 
the specialised Automotive 
Fasteners have already mate¬ 
rialised. qutotations submitted 
by a number of TDA clients 
in respect of others are under 
consideration of the German 
firm. Another TDA client has 
recently obtained orders for 
suppl) of Brake Drums and 
these shall go in the replace¬ 
ment market for Daimler-Benz 
and MANN vehicles in West 
Germany. 

Automotive Trade Fair 

Encouraged b' the success 
achieved so far, the Trade Deve¬ 
lopment Authority has launch¬ 
ed an effective export drive to 
develop exports of automotive 
ancillaries to other west 
European countries and the 
USA. With the assistance re¬ 
ceived from the government 
of Federal Republic of Ger¬ 
many under the bilateral Com¬ 
mercial Development Prog¬ 
ramme, TDA will participate 
for the first lime in the Inter¬ 
national Automotive Trade 
Fair to be held at Frankfurt 
from September 11 to 21, 1975. - 
This trade fair is among the 
most important to be held in 
automobile industrv in wes¬ 
tern Europe. 

Eleven automobile ancil¬ 
lary manufacturers and ex¬ 
porters of the countrv 
will participate in this fair 
and displav a wide range of 
automotive products in the 
TDA-pavilion. The exhibits 


will include automotive elec¬ 
tricals of various tvpes. rubber- 
based items, automotive fas¬ 
teners. forgings, castings, 
dashboard instruments, engine 
parts, suspensions etc. 

The T rade Development 
Authority has also taken 
effective steps for entry of 
their clients in the US market. 
An extensive Market Infor¬ 
mation Survey in Automotive 
Ancillaries. has been carried 
out in the USA. Besides gene¬ 
rating substantial enquiries in 
the course of survey, a wealth 
of information about the size 
of replacement and the 
original equipment market, and 
related data have been col- 
ccled. 

Casting Mill at Bhilai 

An ciglu-mcmbcr Indian 
steel delegation is now in the 
Soviet Union to finalise dis¬ 
cussions for the setting up of a 
continuous casting mill at 
the Bhilai Steel Plant (BSP). 
The casting mill, largest in 
India, wil be part of the four- 
mil lion-tonne expansion pro¬ 
gramme of BSP. l our rep¬ 
resentatives of MELON and 
two re present a i ives each from 
BSP and HF_C have been in¬ 
cluded in the team headed Mr 
S.R. Jain General Manager of 
BSP. The delegation will visit 
the Soviet steel plants where 
continuous casting technique 
is used. The contract for 
Bhilai's expansion is likely to 
to be signed between India and 
the Soviet Union in October 
this year. 

Demand for Pesticides 

Total requirements of pesti¬ 
cides b> the end of the fifth 
Plan have now been estimated 
at 99.679 tonnes, intended to 
cover an area of 115 million 
hectares of cropped land. The 
estimates have been worked 
out b; the Pesticides Associa¬ 
tion of India (PAL), an orga¬ 
nisation of the manufacturers 
at the instance of the ministry 
of Petroleum and Chemicals. 
B> the end of the sixth Plan, 
the pesticides demand would 
reach the level of 140.CXX) 
tonnes. Dr S.R. Baroouh. 
executive-director of the PA ’ I 
stated recently. The deir— ^ 
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projections for 1975-76, 1976- 
77 and 1977-78 had been 
worked out respectively as 
58,814 tonnes, 72,236 tonnes 
and 84,303 tonnes. He stated 
that the government had re¬ 
cently constituted a high-level 
coordination committee to 
deal with the various problems 
related to pesticides' produc¬ 
tion and use in the country. 

Shipping Consultancy 
for Libya 

India will provide manage¬ 
ment and consultancy services 
to Libya for the operation of 
a group of its ships run under 
the Libyan flag. A memo¬ 
randum of understanding in 
this regard has been signed 
between India and Libva re¬ 
cently according to minister 
of slate for Shipping and 
Transport Mr. H.M. Trivedi. 

Diesel Locomotives 
for Tanzania 

For the first time India will 
be exporting diesel locomo¬ 
tives manufactured at Varanasi. 
The Projects and Equipment 
Corporation of India Limited 
(PEC), a Government of India 
Undertaking, has entered into 
a contract with the Tanzanian 
government last month for 
supply of 15 diesel locomotives 
valued at about Rs 6.5 crorcs. 
Giving this information, the 
Chief Controller of Imports 
and Exports, Mr. B.D. Kumar, 
said that the Tanzanian govern¬ 
ment would also bu> steam 
locomotives and wagons for 
their railways. He said, the PEC 
was an cxpnrl-oricntcd unit 
and the bulk of its turnover 
was on account of export. 

Both exports and trading 
profit of the corporation regi¬ 
stered more than 100 per cent 
increase in 1974-75 over that 
of the previous vear. The cor¬ 
poration exported goods worth 
Rs 19.60 crorcs in 1974-75 
and imported goods to the tunc 
ofRs 7.80 crores. Mr Kumar 
stated that the export target 
for 1975-76 was worth Rs 35 
crores and exports of nearly 
Rs 10 crorcs had already 
been made during the Near. 
During 1974-75 textile machi- 

K nAry worth about four crorcs 
rupees was exported to 
th Korea. This was against 
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an order for supply and erec¬ 
tion of spinning and weaving 
mill equipment valued at 
about Rs 7.5 crores. He said 
that the PEC was going to 
negotiate another deal for ex¬ 
porting spinning and weaving 
mills. 

ONGC in Iraq 

The Oil and Natural Gas 
Commission (ONGC) is 
stated to have spud the first 
exploratory well in its contract¬ 
ed areas in Iraq. The well 
located about 265 km. south¬ 
west of Basra in the desert bor¬ 
dering Saudi Arabia, is expect¬ 
ed to be completed in about 
eight months. The estimated 
depth of the well is between 
4,000 to 4,500 metres. About 
80 Indian scientists, engineers, 
technologists arc working in 
Iraq along with a large number 
of Iraqi personnel. An area of 
about 4,200 sq. km. was allo¬ 
cated to the ONGC for ex¬ 
ploration and production of 
oil following a contract bet¬ 
ween the Iraq National Oil 
Company (1NOC) and ONGC 
in August, 1973. 

The ONGC started explo¬ 
ration in March. 1974, 
and dcplovcd two geo¬ 
physical groups, who used 
altogether new techniques 
Based on seismic studies, a 
location was released for drill¬ 
ing in March. 1975. A heavy 
rig capable of drilling up to a 
depth of 4,500 metres has been 
supplied bv the Soviet Union. 
The erection of the rig was 
completed in June this year. 
Over 5,000 tonnes of heavy 
equipment was moved from 
two separate parts of Basra, 
255 km. away and from 
Kuwait, 425 km* away to the 
drilling site. 

Equal Pay for Men 
and Women 

The union cabinet recently 
adopted the International 
Labour Organisation's con¬ 
vention granting equal pay 
for equal work for both men 
and women. Labour minis¬ 
ter, Mr. K.V. Raghunatha 
Reddv,was present at the meet¬ 
ing which accepted the ILO 
convention which expressly 
calls for the '‘declaration of 
the national policy of non¬ 
discrimination.’* The discri¬ 


mination (employment and 
occupation) convention (No. 
IJ1) was adopted by the ILO 
conference in 1958 and it lays 
down the principle of non¬ 
discrimination in employment 
and occupation on the ground, 
among other things, of sex. 

Names in the News 

At its annual general meeting 
held here recently, the Indian 


Dairy Science Association elect¬ 
ed Mr Area Kumar Vthra as 
its Hon. Joint Secretary. 
Mr Vohra spoke of the exciting 
challenge ahead of the dairy 
industry and the added res¬ 
ponsibility of an advisory body 
like 1DSA in the era of the 
‘White Revolution, or ‘Opera¬ 
tion Flood' as the anticipated 
abundance of milk is popu¬ 
larly called. 


WIN A BIG PRIZE 

Rs. ONE LAKH MAY BE YOURS ! 


Open an account in tha 
Post Office Savings Bank 
with Rs. 200 or more 
before 0ctober6.197S.WhUe 
you wait for a prize, the 
money in your account will 
earn interest at 5% a yaar 
free of income-tax. You can 
operate tha account too; 
only the balance should 
not fall below Rs. 200 till 
March 31 , 1976. You 
will then participate in the 
Oraw in July , 1976. 
You can have more than 
one account in different 
post offices in your own 
noma and in tha name of 
each member of your 
family, even minor children. 


11,111 prisms,totalling 
Rs. 20.50 lakhs. 


TVO DRAWS IN A HAI 
PRIZES 

R*. 

ONE lit Prii. 1,00.000 

FIVE 2nd Prim 50,000 Mch 

TEN 3rd Prim 20.000 „ 

0NEHUNDRE0 

4th Prim 5.000 - 

ONE THOUSAND 

5th Prim 600 . 

TEN THOUSAND 

6th Prim 50 . 


IMPORTANT 

Evon if you do not win a Priio in tho Draw 
in July y 1971, Romombor : If you ih wyi 
koop n balanco of Rs. 209 or moro you 
hop. to own prlz*. In nil future Drew*. 

HURRY, OPEN YOUR 
ACCOUNT TODAY! 




NATIONAL SAVINGS ORGANIZATION 
post sox no. «•, 

■ dwp mmj 
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'the onlymagic to remove'poverty 


• HARD WORK 


• CLEAR VISION 


• IRON WILL 


• STRICTEST DISCIPLINE 


—Indira Gandhi 

1. The need of the hour is discipline. 

2. Rumour-mongers are Nation's enemies. 

3. Work more, talk less. 

4. Nation’s Motto—Produce more. 

5. Economic offences bring stern punishment. 

6. Help implement Shrimati Indira Gandhi’s Revolutionary Economic Programme. 

7. Emergency measures will help build a strong edifice. 

8. Government service is service for the people. 

9. Courtesy keeps everyone happy. 

i 10. Help catch the black-marketeer, the hoarder and the corrupt official. 

11. Best labour saving device—prompt disposaf. 

12. Everyone likes an honest courteous public servant. 

13. Railway property is your property : Protect it. 

14. Railway property is your property : Keep it clean. 

15. Nation’s loss—our loss. 

16. Produce more for prosperity. 

E|||ergency u$hw$ |n an £, a of Discipline 

—Vinobt Bhave 



*s 
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ISSUED BY THE GOVERNMENT OF RAJASTHAN j 
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AFFAIRS 


JK Synthetics 

Jk SYNTHhTics Ltd has repor¬ 
ted encouraging working 
results during the year 
ended December 31, 1974, 

registering further impres¬ 
sive improvements over the 
previous year's good per¬ 
formance. The directors have 
recommended an equity divi¬ 
dend of 10 per cent but it is 
payable on an enlarged capital 
resulting from the two-for-one 
bonus issue. In 1973, the 
company paid a dividend of 
24 per cent. 

The turnover recorded a fur¬ 
ther steep rise from Rs 40,30 
crores to Rs 49.56 crorcs but 
gross profit went up only Rs 0.75 
crore to Rs 11.05 crores from 
Rs JO.30 crores in 1973. Out 
of the gross profit, the direc¬ 
tors have appropriated a sum 
of Rs 3.42 crorcs to deprecia¬ 
tion reserve as against Rs 3.08 
crores in 1973, while the allo¬ 
cation to development rebate 
reserve was enhanced to Rs 
1,76 crores from Rs 0.95 crore 
in the preceding year. Taxa¬ 
tion absorbed Rs 2.60 crorcs 
as*against Rs 2.55 crores in 
the earlier year. The allocation 
to capital redemption reserve 
was maintained at Rs 0.10 
crore while an amount of Rs 
3.19 crorcs was transferred 
to genera 1 , reserve as against 
Rs 3.07 crores previously. The 
proposed dividend will absorb 
Rs 90 lakhs—Rs 18 lakhs more 
than in 1973. 

Alkali and Chemical 
Corporation 

The Alkali and Chemical 
Corporation of India has se¬ 
cured licences for substantial 
expansion of its rubber chemi¬ 
cals plant and the pharmaceuti¬ 
cal project. The industrial 
liceflfie for the gramoxone pro¬ 
ject is expected shortly. The 
total estimated fixed capital 
cost of the three projects is 


Rs 14.41 crores which will 
be met by issue of further 
equity shares and internal 
funds totalling Rs 3.81 crores 
and loans of Rs 7.60 crores 
(including a foreign currency 
loan of Rs 1.60 crores) from 
financial institutions and Rs 3 
crores from commercial banks. 

Approving the three pro¬ 
jects, under the MRTP Act, 
the central government had 
stipulated that the company 
shall bring down the foreign 
equity participation by making 
a fresh issue of shares so that 
(he direct holding of Imperial 
C hemical Industries Ltd. UK, 
does not exceed 51 per 
cent, and further that the 
overall foreign holding 
including equity shares held 
by JC1 (India) Private Ltd-- a 
wholly-owned subsidiary of 
1C I (UK), shall not exceed 
60 per cent. The government 
has, however, allowed the 
company to telescope the re¬ 
duction in the foreign share¬ 
holding with the obligation to 
allot shares to term lending 
financial institutions against 
the latter’s option to convert a 
part of iheir term loans/de- 
benlurcs into equity shares. 
Accordingly, the company pro¬ 
poses to make a fresh issue of 
472.353 equity shares of Rs 
10 each at a premium to be 
fixed by the Controller of 
Capital Issues. 

Model fa Woollens 

Modella Woollens which is 
engaged in the diversification 
programme for setting up a 
mini-steel plant and a ready¬ 
made. garment unit, is also 
planning to establish a textile 
machinery project in some 
backward region of Maha¬ 
rashtra involving an estimated 
capital outlay of Rs 5 crores. 
The company has already 
obtained a letter of intent 
to manufacture woollen 
cards, worsted cards, cotton 
waste cards, synthetic cards. 


and ring spinning frames 
etc. An application has 
already been made for 
grant of capital goods licence 
and for approval of foreign 
collaboration which has been 
accepted in principle with the 
well-known Belgium firm of 
Houget Duesberg Bosson. It 
proposes to float a new concern 
to implement the project. This 
will be financed by term loans 
and share capital to be raised 
next year. The management is 
well prepared to go ahead 
with the implementation of the 
project as soon as the licence is 
obtained. The company hopes 
to commence production bv 
the end of next year provided 
the licence is granted imme¬ 
diately. 

St mr Textile 
Engineering Works 

Star Textile Engineering 
Works is seeking to extend the 
date of redemption of the 
10,000 preference shares by 
further 5 years from October 
27, 1975. A proposal to this 
effect will be considered at 
the extraordinary general 
meeting to be held some time 
in October. It has already 
approached the Life Insurance 
Corporation of India, Oriental 
Fire and General Insurance 
Company, and Unit Trust of 
India which are the major 
preference shareholders of the 
company. What has apparently 
prompted the company to do 
so is its expansion and diversi¬ 
fication programme. During 
the first phase, it has spent over 
one crore of rupees, a major 
part of it having been met out 
of term loans from IDBI and 
ICICI and also by increasing 
the Share capital amounting to 
Rs 40 lakhs as well as from 
internal resources. The second 
pha« 5f expansion and diver¬ 
sification together with over¬ 
run of the cost of the first 


phase may involve a total cost 
of over two creqpsjpfi twees. 

5 v 'f I 

Tamil Nadu Fdpar 

Tamil Nadu Paper and Pulp 
Products is setting up a rupees 
erne crore prpjqgtdt Manalur in 
Ramanathapujina district of 
Tamil Nadu, a notified back¬ 
ward area for manufacturing 
packaging mgtmigls such as 
kraft paper and blue match 
with an installed opacity of 10 
tonnes per day. The main 
materials are waste paper and 
jute rags for which arrange¬ 
ments have already been made 
for regular supplies. 

The capital outlay on the 
project of rupees one crorc 
will be financed by the equity 
capital of Rs 27 lakhs, pre¬ 
ference share capital of 
Rs 9 lakhs, cash subsidy 
from the central government of 
Rs 13 lakhs, term loans of 
Rs 42 lakhs and deferred pay¬ 
ment terms on machinery of 
Rs 9 lakhs. Orders for machi¬ 
nery to the tune of Rs 61.25 
lakhs have already been placed 
with Eastern Paper Mills Ltd, 
Calcutta. To raise a part of the 
resources required for the imple¬ 
mentation of this project, the 
company is expected to be in 
the capital market some time in 
September or October with a 
public issue of 16,200 equity 
shares of Rs. 10 each and 
5,400 (II per cent) cumula¬ 
tive redeemable preference 
shares of Rs 100 each at par. 

News and Notes 

The Grindlays Bank has 

opened a consultancy services 
division in the capital. This 
was originally established in 
Calcutta over two years ago 
and subsequently extended to 
Bombay. The Delhi office will 
serve the northern region. It 
aims to provide consultancy 
services not only to small-scale 
industrial units but is also fully 
equipped to prepare feasibility 
reports and other services for 
medium and large-scale in¬ 
dustries. 

For the third year in sueees- 
sion, the Firestone tyre factory 1 
in Bombay has been chosen for 

the Award of.Hpj&pjir 

for its outstanding safety per¬ 
formance in 1974 by the Na¬ 
tional Safety Council of USA. 
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Firestone-India won this Award 
in 1972 and 1973 also. The 
Award of Honour was the 
Council’s highest order of 
recognition for occupational 
safety and added that any 
company that achieves this 
distinction, has reached a level 
of success in safety that is 
exemplary. Fewer than 5 out of 
100 award applications qualify 
for the Award of Honour and 
it is estimated that less than 5 
out of 1000 industrial units 
even in the United States 
would meet the Award of 
Honour requirements. 

Lufthansa German Airlines has 

announced that it will utilize 
the capital stock increase of 
DM 200 million, authorised by 
its stock-holders at its annual 
assembly on August, 6 
1973. this will increase the 
Airline's total capital slock to 
DM 600 million. The new 
shares arc entitled to dividends 
for tl\e financial year beginn¬ 
ing January 1, 1975. The capital 
stock increase, the first since 
1965, is designed to adjust the 
relationship between the size 
of the company's capital 
stock, the value of its fixed 
assets and the volume of its 
trade. 

New Issues 

Tinplate Company of India 

Ltd is offering 37,50.000 equity 
shares of Rs 10 each for cash 
at par. Out of this equity capi¬ 
tal worth Rs 30 lakhs is reserved 
for allotment to the Tata Iron 
and Steel Companv Limited, 
Rs 10 lakhs to the Life insu¬ 
rance Corporation of India 
and Rs 5 lakhs to the employees 
of the company. The balance 
of 33;00,000 equity shares of 
Rs 10 each arc now' been 
offered to the public for sub¬ 
scription for cash at par. The 
subscription list opened on 
August 18 and will close on 
August 28 or earlier but not 
before August 20. A sum of 
Rs 2.50 per share is payable 
on application and an equal 
amount on allotment. The 
balance of Rs 5 will be payable 
in one or more calls as may be 
decided by the board of direc¬ 
tors provided that there will 
be an interval of at least two 
months, between any two calls. 
The first call will not be made 
before two months after allot¬ 


ment of shares. The public 
issue is fully underwritten. 

The company has embarked 
on an ambitious expansion 
programme. The company’s 
existing plant situated at 
Golmuri, near Jamshedpur, in 
the state of Bihar has a capa¬ 
city to produce about 70,000 
tonnes of tinplate per annum. 
The company has obtained an 
industrial licence for effecting 
a substantial expansion of the 
company's existing undertaking 
at Golmuri, having an installed 
capacity for the manufacture 
of 90,000 tonnes of tinplate 
and tin-free steel per annum. 
After the expansion, the com¬ 
panv will have an overall ca¬ 
pacity of 160,000 tonnes per 
annum. By locating the new 
plant adjacent to the existing 
works, the companv will be in 
an advantageous position to 
utilise some of the facilities 
available at Golmuri. 

The company's new plant 
will incorporate several features 
of modern sophisticated tech¬ 
nology. It has entered into a 
technical collaboration agree¬ 
ment with Wean United C anada 
Ltd for the project, if all goes 
well the new plant is expected 
to commence commercial pro¬ 
duction by August, 1976. 

The company will hate the 
rare privilege and unique dis¬ 
tinction of being the first manu¬ 
facturing unit in the countn. 
to produce tin-free steel which 
is cheaper than tinplate. The 
central government is likely to 
encourage the use of tin- r ree 
steel with a view to save foreign 
exchange on costly imports of 
tin. The company’s new plant 
will also be the first computa¬ 
tion tinplate-cum-tin-free steel 
line in the country which is ex¬ 
pected to cater to the growing 
requirements of tinplate and 
tinfree-steel in the domestic 
market. 

The company expects to 
continue earning reasonable- 
profits from the operation of 
its existing plant at Golmuri. 
It paid a dividend of 10 per 
cent for 1969 which was step¬ 
ped up to 17.5 per cent for 
1970 and it was maintained at 
that level for 1971 and 1972. 
The company allotted 10 lakh 
bonus shares to the existing 


shareholders by capitalising a 
sum of Rs 1 crore out of the 
general reserve. With a view' 
to conserving resources for 
expansion, the company did not 
pay anv dividend for the vears 
1973 and 1974. Based on 
current estimates and in the 
absence of unforeseen circums¬ 
tances. the directors expects 
that the net profit to be earned 
by the companv from the ope¬ 
rations of its existing and new 
plants would be sufficient to 
earn adequate profits for dec¬ 
laring a fair dividend on the 


enlarged capital. 

There is at present acute 
shortage of tinplate in the 
country and substantial quanti¬ 
ties are imported to meet the 
country's requirements. The 
demand for tinplate is increas¬ 
ing and is likely to be around 
three lakhs tonnes by thet ime 
the company’s new plant is in 
commercial production. Aga¬ 
inst this likely demand, indi¬ 
genous availability by the year 
1976 is estimated to be around 
2,50,000 tonnes. Hence the 
company does not anticipate 


Department of Atomic Energy, Bombay 

On behalf of the President of Lidia, the Director. Directorate of Purchase 
and Stores. Department of Atomic Energy, Bombay invites tenders as detailed 
below : — 

1. DPS NFl MTL 280 due on 10-0-75 Case Hardening Steel, EN 
33, 34. 35, 36, 37 or equivalent billets 70 mm \ 120 mm and 60 mm x 120 mm. 
OH NS Steel Plate 30 mm thick \ 450 mm x 600 mm. 

2. DPS RRC/MTL'181 due on 15-9-75. Alloy steel Sheets (2% Chro¬ 
mium and about'0.35®.; Molybdenum* as per purcha>cr’s specification in 
2 mm and 3mm thick MOO kgs. 

3. DPS,BARC/PPI 1683 due on 16-9-75. Supply of Stainless Steel 
Seamless pipe 

4 DPS RRC MIA 291 due on »6 °-75. Elcctii.vl Pressure Transmitter 
and flow elements 21 Nos 

5. DPS/NI C MIA 352 due on 17-9-75. Curve Tracer with peak open 
circuit voltage 0 to 1500 volts in 4 steps complete with accessories—1 No. 

6 DPS RARC CAP I'M due o i 19-9-75, Deign, manufacture, supply, 
erection and commissioning of semi-automatic, preferably wet back oil 
tired packaged boilers with mountings and accessories conforming to the 
Indian boilers regulations, capacity 2000 kg of stcam/hr.—3 Nos. 

7. DPS PPLD TAB 21S due on 19-9-75. Design, preparation of shop 
drawings, manufacture, inspection, testing, guarantee, packaging, supply 
and delivery of Bleed Cooler for Madras Atomic Power Project—I No. 

8. DPS.'RRC PP1/9I due on 22-9-75. Supply of Sodium Isolation valves. 

9 DPS/NTC'CHLM 184 due on 24 - 9-75 F or Caustic Soda Lye with 

■10-50 ° u Caustic Soda content - to be supplied m Party’s tanker to our 
Nuclear Fuel Complex. Hyderabad IftO tonnes. 

10. DPS BARC CAP 1747 due on 30-9-75 Automatic double end 
campacting hydraulic press, capacity iO ton—I No. 

11. DPS BARC'R-5 Mil 43 due on 50-9-75. Cupro-Nickcl conforming 
to ASME SB 171 Alloy No. 715-71 oi Alummniin-Bronzc E ASMF. SB-171 
Alloy No. 628-71 lube Plates 12 Nos 

1 2. DPS RRC EEQ69 due on 3-l( > - 7 5. Cubicle type. Medium Voltage 
Indoor Motor Control Centre Panels Non withdrawable type 3 Nos. 

13. DPS PPED ENG,942 due on 5-10-75. Monet and nickel filler wire 
anu electrodes for Madras Atomic Power Proiecr. Tamil Nadu Qty 400 Kgs. 
Import Licence will Ik provided, if necessary, by iis 

14 DPS/BARC-R-5 CAP 52 due on S-l()- 7 \ Pump suitable for sucking 
an from a largt chamber. How rate adjustable 30 to 40 litres/min.—5 Nos. 

15. DPS'RRC'MTL; 184 due on 8-10-75. Low alloy Ferritic Steel desig¬ 
nated as 10CD 9-10 plate, bars and pipes 12 M.T. 

16 DPS/RRC MTL,'183 due on 8-10-75. C ast hollow rounds of copper- 
Nickcl-aluminium-bronze to purchaser’s specification No. FBTR-01712-52 
si/c 170 mm O. \ 40 mm l D, or Solid Cast rounds of 170 mm dia. in length 
of 10 metres I to 5 metres. 

17 DPS/BARC LAB 4423 due on 10 !0-"5 Standardisation of Nooptcne 
Gauntlets for use in glove boxes 10.000 pairs approx. 

Tender documents pi iced Rs. 5 - each lor Rents I, 5, 5. 13 Sl 14; Rs. 1ft - 
c.'tch for items 2. 4. 9 and 10; Rs 2ft - each foi items 15 to 17; Rs. 50/- each 
for items 7. 8 and 12; Rs 100 each for items 6 and 11 and General conditions 
of contracts priced 50 p. etch for items l to 6 & 8 to 17 can be had from the 
Finance and Accounts Officer. Department of Atomic Energy, Directorate 
of Purchase and Stores, >d Floor, Mohatta Building, Palton Road, Bombay- 
400 001, between 10 a.m. and 1 p.m. on working d?ys except on Saturdays. 
Import Licence will be provided only if items at S. Nos. I to 6. 8 to 11, 14 to 
17 are not available indigenously Tenders will he received upto 3 p.m. on 
the due date shown above and will be opened at 4 p m. on the same day. 

davp 645 (160V75 
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any difficulty in marketing its 
products. 

Covelong Beach Hotel 
(India) proposes to enter the 
capital market next month with 
a public issue of 1.50 lakh 
equity shares of Rs 10 each 
and 3,000 — 11 per cent, cu¬ 
mulative redeemable preference 
shares of Rs 100 each. The 
company is setting up a beach 
resort complex. It has entered 
in to technical consultancy ag¬ 


reement and operating agree¬ 
ment with Indian Hotels Co, 
owners and operators of Taj 
group of hotels. The hotel is 
fully ready for occupation with 
42 double rooms and 18 cot¬ 
tages and will receive guests 
from October 1975. The pro¬ 
ject cost is estimated at Rs 
90 lakhs, which will be met by 
share capital (Rs 50 lakhs), 
and long-term loans (Rs 
60 lakhs). 


Dividends 


( per cent) 


Equity dividend 
declared for 

Name of the company Year ended —-- 

Current Previ- 
year ous year 


Higher Dividend 


Mettur Bcardsell 

March 31, 1975 

25.0 

12.0 

Mysore Electrical In¬ 
dustries 

March 31, 1975 

4.5 

4.0 

Food Specialities 

Decern. 31,1974 

17.0 

10.0 

Ratnakar Shipping 

March 31,1975 

12.0 

10.0 

Western India Plywoods 

March 31, 1975 

8.0 

7.0 

Elgi Rubber Products 

March 31,1975 

9.0* 

Nil 

Cominco Binani Zinc 

March 31,1975 

8.0t 

Nil 

Same Dividend 
Ramakrishna Steel In¬ 
dustries 

March 31, 1975 

12.0 

12.0 

Gokak Patel Volkart 

Dcccm. 31, 1974 

22.0 

22.0 

Seshasayee Paper and 
Boards 

March 31, 1975 

12.0 

12.0 

Chcmicoat 

March 31,1975 

Nil 

Nil 

Reduced Dividend 

Deepak Insulated Cables 

March 31, 1975 

5.0 

7.0 

Alembic Chemical Works 

Decern. 31, 1974 

2.0 

9.0 


♦Maiden dividend +For 15 months ended March 31, 1975. 

Licences and Letters of Intent 

The following licences and letter of intent were issued 
under the Industrial (Development and Regulation) Act 1951 
during the month of June 1975. The list contains the names 
and addresses of the licensees, articles of manufacture, types 
of licences—New Undertakings (NU), New Articles (NA), 
Substantial Expansion (SE), Carry on Business (CQB), Shifting 
-—and annual installed capacity. Details regarding licences 
and letters of intent revoked, cancelled or surrendered are 
also given. 

4 Licences Issued 

Metallurgical Industries (Ferrous) 

M/s W G. Forge & Allied Industries Ltd; PB No. 41, 
Majiwade, Thana.- (Thana-Maharashtra)—Steel Forgings— 
4,000 tonnes by the ‘Pour Forge* process—(SE) 

M/s Zenith Tin Works Pvt Ltd; Clerk Road, Mahalaxmi, 
Bombay.--(Koyali-Gujarat)-O. T. S. Cans—1000 tonnes; 
printed/Decorated General Line Tin Containers—3,500 tonnes; 
P.P. Caps/Closures—30 mill nos; Aluminium Collapsible 
Tubes—12 mill nos—(NU) 

M/s Super Tubes Pvt Ltd; 3272, Hauz Qazi, Delhi.— 
(Ghaziabad-UP)—ERW Steel Pipes & Tubes—10,000 tonnes 
—(COB) 


Ms H.R. Gupta Industries: 10257, Loha Mandi, Motia 
Khan, New Delhi—(Bahadurgarh-Haryana)—Bright Bars— 
10,300 tonnes—(COB) 

M/s S.P.G.C. Metal Industries Pvt Ltd; 44/1, Keelkadai 
Street. Virudhunagar.—(Virudhunagar-Tamil Nadu)—-Open 
Top Sanitary Cans & General Line Printed Tin Containers— 
2,400 MT—(COB) 

M/s Trinity Engineers Pvt Ltd; 14-D-l, Akurdi, Poona.— 
(Poona-Maharashtra)—Steel Forgings—3,000 tonnes—(COB) 
M/s T.C. Industries, A-l6, Industrial Estate, Ludhiana.— 
(Punjab)—M.S. Bars, Rods & Flats—4,000 tonnes—(COB) 
M/s G.D, Steel & Gases (P) Ltd; 7226/XV, QutabRoad, 
New Delhi.—(Ghaziabad-UP)—Mild Steel Bars & Flats— 

5,000 tonnes—(COB) 

Metallurgical Industries (Non-Ferrous) 

M/s Monoplast & Copper Laminates Co ‘NK’ House, 
Ashram Road. Navrangpura, Ahmedabad.- -(Kalol-Gujarat) 
—Copper Foils—*160 tonnes—(NU) 

Fuels 

M/s Sanghi Motors (Bombay) Pvt Ltd; 29-A, Hughes Road, 
(N.S. Patkar Marg), Bombay.—(Andheri-Maharashtra)— 
Nitrogen Gas (Bye-product)—20,00,000 cubic Metres—(SE) 

M/S Nav Bharat Oxygen & Acetylene I Ltd; Sector—15/A, 
Plot-3. Faridabad.—(Ballabhgarh-Haryana)—Oxygen Gas— 
0.90 MCM; D/Acetylene Gas- 020 MCM—(NU) 

M/s Bhakra Oxygen Co Pvt Ltd; 29- Industrial Area, 
Chandigarh.— (Nava Nangal-Punjab)—Oxygen Gas—0.432 
MCM—(NU) 

M/s Kakar Fuels Pvt Ltd: c/o Shri Ram Saran Das & 
Bros., 18, Netaji Subhas Road, Calcutta.—(Uttar Pradesh)— 
Clean Glow Smokeless Fuel Briquettes—36,000 tonnes— 
(NU) 

Prime Movers 

M/s Beiliss & Morocom (India) Ltd: 4. Little Russell 
Street, Calcutta-16.—(Faridabad-Haryana) -Steam Turbines 
for High Inlet Pressure and Temperature & High Exhaust 
Pressures—36 nos ;Condensing and back pressure type Turbo 
Generating Sets upto 3000 KW—3 nos; Engineering Ins¬ 
tructional Equipment—60 nos; Comprising:—(a) 30"X3’' 
Edward Air Pump; (b) Condensate Measuring Tank: (c) Pres¬ 
sure Temperature Apparatus; (d) 2J B.H.P. Steam Engine: 
(e) Converging Nozzle Apparatus; (f) Steam Injection Treating 
Apparatus; (g) Exhaust Gas Calorimeter; (h) Surface Con¬ 
denser; (i) Convergant Divergent Nozzle; Automatic Pres¬ 
sure Reducing & Desuperheating Plants—36 nos; Steam 
Turbine Spares—Rs 13,00,00,000—(SE) 

Electrical Equipment 

Dolan Jenner Chaudhary Electro-Optics Pvt Ltd; Opp 
Hotel Oscar, Danda Bhandra, Bombay,—(Bombay-Maharash- 
tra)—Fibre Optics—50 tonnes—(NU) 

M/s Expo Electronics (P) Ltd; Sheel Chambers, 10-Cawas- 
jee Patel Street, Fort, Bombay.—(Santa Cruz, Maharashtra) 
—Aluminium Electrolytic Capacitors—12 Mill pcs.—(NU) 

M/s East India Commercial Co Pvt Ltd: 38-Netaji 
Subhas Road, Calcutta—(Ballabgarh—Haryana)—Electronic 
Desk Calculators—2,000 nos—(NU) 

M/s Central Electronics Ltd; N.P.L. Campus, Hill Side 
Road, New Delhi—(Ghaziabad-UP)—Professional Ferrites— 
3 tonnes p.a; (such as Pot Cores, R.M. Cores, Toroids, 
Memory Cores, Micro Wave Toroids, UE & I and C. Shapes 
for Professional TV Applications)—(NU) 

M/s British Physical Laboratories India (P) Ltd; Mahatma 
Gandhi Road, Bangalore.—(Palghat-Kerala)—Supervisory 
Power Control Equipment (Telemetry Equipment)—100 nos 
—(NA) 
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M/s Atlas Wires Pvt Ltd; M-l32, Connaught Circus, New 
Delhi—(BuLandshahar-UP)—Winding Wires upto 41 SWG 
(Thicker Gauges)—300 tonnes; Winding Wires 42 SWG & 
thinner—50 tonnes—(NU) 

M/sRajdhani Electrics (P) Ltd; C-492, Defence Colony, 
New Delhi.—(Faridubad-Haryana)—Winding Wires (42 SWG 
and Thinner; Enamelled Aluminium Wires 12SWGto 35 SWG. 
(Total 50 tonnes—(NA) 

M/s Hind Rectiiiers Ltd; Lake Road, Bhandup, Bombay. - 
(Bombay-Maharashtra)—Silicon Rectifier Apparatus 50 KW 
—1000 nos; 8 MW; above 50 KW to 200 KW—50 nos 
5 MW, above 200 KW to 500 KW—15 nos 5 MW; above 500 
KW to 1 MW—10 nos 7 MW—Total 1075 nos 25 MW 

M/s Shriram C. Chokhani, 34, Napean Sea Road Bombay. 
—(Maharashtra)—Tape Recorders—30.000 nos—(NU) 

M/s Devidayal Electronics & Wires Ltd; Gupta Mill 
Estate, Reay Road, Bombay—(Bangalore-Karnataka)—Elec¬ 
tronic Desk Calculators—3,000 nos—(NU) 

Transportation 

M/s Micro Pistons & Rings Ltd; 1205/Ml, Deccan 
Gymkhana. 01T;Shirole Road, Poona.—(Havcli-Maharashtra) 
Piston Rings—40,00,0(K) nos p.a—(NU) 

M/s Perfect Circle Victor Ltd: 20-M.I.D.C. Estate, Satpur, 
Nasik.—(Bombay-Maharashtra)--Piston Rings—300 lakh no^ 

- -(NA) 

Industrial Machinery 

M/s Calico Industrial Engineers: 20-A, Chakala, Andhcri. 
Bombay .-(Andheri-Maharashtra)- Fabric Automatic Shear¬ 
ing & Cropping Machines— 9 Units*—(NA) 

M/s Giovanola Binny Ltd; Penstock Factory Road, Palluru- 
thy, (Cochin.—Kerala)—Cochin Pulp & Paper making Machi¬ 
nery-6000 tonnes (comprising of two plants of 100/150 tonnes 
per day or One plant of 200/250 tonnes per day or higher 
depending on orders)—(NA) 

M/s Gupta Engineering Works: 4-Sidhpura Industrial 
Estate Bombay.—(Bombay-Maharashtra)—Single Bed Card- 
matic Hand Knitting Machine—30,000 sets: Double Bed Hand 
Knitting Machine—15,000 sets; Rib Knitting attachment - 
15,000 sets each—(NU) 

M/s Simac Group (India) Pvt Ltd: 5/7, Sidhpura Industrial 
Estate, Gorcgaon (West), Bombay.—(Bombay-Maharashtra) 
—Double Bed Knitting Machines & Rib Knitting Attachment 
—15,000 sets each—(NU) 

M/s EIccon Engg Co Ltd; Vallabh Vidya Nagar, Distt. 
Gujarat—(Vallabh Vidya Nagar, Gujarat)-Specialised Con¬ 
veying Equipment—500 tonnes—(SE) 

Mr WazirChand Kwatra, C-14, Cinema Road, Batala.— 
(Batala-Punjab)—Centrifugal Pumps (upto 4"X4” size) -721 
nos—(COB) 

The Indian Tool Manufacturers Ltd; Tools Division, 101, 
Sion Road, Sion, Bombay.—(Aurangabad-Maharashtra) 
Forged Hand Tools—3,000 tonnes—(NA) 

M/s Plastic Moulders Ltd:GPO Box No. 2213, 38-Strand 
Road, Calcutta.—(Howrah-West Bengal)—Plastic Moulded 
Electrical Goods—120tonnes.; Plastic Pipes & Fittings—150 
tonnes— (COB) 

Commercial, Office & Household Equipment 
Mr L. N. ihunjhunwala, 14/IB, Ezra Street, World Trade 
Centre Bldg: Calcutta-1.—(Jaipur-Rajasthan)—Knitting Need¬ 
les (Wire & Plate)—10 mill nos—(NU) 

Medical and Surgical Appliances 
M/s Iscomed Industries Pvt Ltd; Bombay- Agra Road, 
Bombay-80—(Bombay* Maharashtra)—Electro Surgical Unit- - 
100nos; Single & Dual Speed ECG Apparatus (Electro 
Cardiogram)—100 nos; Heart Pacer—50 nos; Heart Defibril¬ 


lator—50 nos: Vacuum Aspirator—200 nos; Hydraulic 
Operation Table—100 nos; Respirator—50 nos; Shadowless 
Lamps large—100 nos; Suture Needless—2 lakh pkts of 6; 
Disposable Syringes—Needles—30 lakh nos: Disposable 
Transfusion Sets'—5 lakh nos—(NA) 

Indnstrial Instruments 

M/s International Instruments Pvt Ltd; 140-Hosur Road, 
Bangalore.—(Bangalore-Karnataka)—Dash Board Instruments 
—10,00,000 nos; Flexible Drive Shaft Cables—18,75,000 meters; 
Bowden Control Cables—16,50,000 meters; Tachographs— 
10,000 nos—(SE) 

Fertilizers 

M/s The Madhya Pradesh State Agro Industries Develop¬ 
ment Corporation Limited: New Market, Taliya Tope Nagar, 
Bhopal.—(Hoshangabad-MP) — Granulated NPK Fertilizers 
- *60,000 tonnes (NU) 

Chemicals (Other than Fertilizers) 

M/s Tolue-Chem Industries Pvt Ltd; Dayanand Building, 
Gayaji Ganj, Baroda.—(Nandesa—Gujarat)—Resorcinol—240 
tonnes—(SE) 

M/s Hico Products Pvt Ltd; 771. Mogul Lane, Mahim. 
Bombay.—(Thana—Maharashtra) Alkyl Phenols—600 tonnes; 
Anti Oxidants —600 lonncs-'(NA) 

M/s Tata Chemicals Ltd; *Jeevan Tara\ Parliament Street, 
New Delhi.*-'(Mithapur-Gujurat)—Caustic Soda (Electrolytic) 
—11,400 tonnes; Chlorine—9,700 tonnes: Hvdrochloric Acid— 
9,650 -(SE) 

M.s Modern Gases Pvt Ltd: Chhachhrauli Road, Jagadhri. 
—(Jagadhari-Haryana) —Oxygen Gas—0.45 MCM; Acetylene 
Gas-0.10 MCM—(NU) 

M/s The Mettur Chemical & Industrial Corpn Ltd; Met- 
tur-Dam-2, Salem.—(Vedaranyam-Tamil Nadu)—Bromine—* 
360 tonnes -(NA) 

Dye-Stuffs 

M/s Indian Dye Stuffs Industries Ltd; Mafatlal Centre, 
Nariman Point, Bombay.- -(Thana-Maharashtra)—Vat Dyes— 
825 tonnes pa.—(SE) 

Drugs & Pharmaceuticals 

M/s Themis Chemicals Ltd; Vapi Industrial Estate, Vapi, 
Gujarat—(Gujarat)—Prothionaniide—2 tonnes: Ethionamide— 
8 tonnes; Practolol—5 tonnes (NA) 

M/s Themis Chemicals Ltd: Vapi Industrial Estate, Vapi— 
(Vapt-Gujarat)- Indomalhaein Capsules. Thcminerron Injec¬ 
tion, Methyl Dopa Tablets, Oxyrin Tablets, Supercetin Dry 
Granules, Ethionamide Tablets, Proniacid TTablets—equal to 
70 per cent of the corresponding bulk drug capacity; Aqua- 
cycline Injection Aqucycline Syrup- 9.6 mill. Vials -1,50,000 
ties 60 ml. each*; Xauthinol Nicotina'e Tablets—12 mill. Bot- 
lablets; Xanthionol Nicotinate Injection - 1.2 mill Vials—(NA) 

M/s Sandoz (India) Ltd; Sandoz House, Dr Annie Besant 
Road, Worli, Bombay—(Thana-Maharashtra)—Brinerdin Tab¬ 
lets—50 lakh nos, Intestopan Formulations—20,000 Kgs: Phe- 
nipan Tablets—L50 lakh no^: Sandocycline Pediatric suspen¬ 
sion- -50,000 litres—(NA) 

M/s Laboratories Vi for (India) Pvt. Ltd; 85-Dr Annie 
Besant Road, Worli, Bombay- (Bombay-Maharashtra)—Plas¬ 
tic Ampules for Medicinal uses—180 lakh nos—(NA) 

Paper & Pulp 

M/s Vardhman Spinning & General Mills Ltd; Chandigarh 
Road, Ludhiana—(Tehri Garhwal-UP)—Light Weight Specia¬ 
lity Paper—10,000 tonnes—(NU) 

The Western India Match Co Ltd; Nicol Road, Ballard 
Estate, Bombay—(Alambazar-West Bengal)—Semi-Chemical 
Pulp—36,000 tonnes; Paper & Paper Board—43.000—(SE) 
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Fermentation Industries 

M/s Jayam Breweries: Oricon House, Kaikliushru Dubash 
Marg, Bombay—(Nasik-Maharashtra)—Beer- -50,000 H.L.— 
(COB) 

M/s Barmalt (India) Pvt Ltd; Jliarsa Road, Gurgaon— 
(Gurgaon-Haryana)—Beer—20,000 H.L.—(COB) 

Food Processing Industries 

M/s Clean Foods Corpn., Vimala Building, 5-Residency 
Road, Bangalore—(Bangalore-Mysore)—Canned Fruits—10,000 
tonnes; Canned Vegetables—3,600 tonnes—(NU) 

Vegetable Oils ft Vanaspati 

Mr B. V. Rayanam, c/o Sri Surya Rao, M/s Srinivasa ft 
Company, Sindhanur, Raichur—(Raichur-Karnataka)—Cotton 
Seed Oil—20,000 tonnes in terms of cotton seed crushing 
capacity—(NU) 

M/s Hanuman Vitamin Foods Pvt Ltd; Shreeniketan, 86-A, 
Marine Drive, Bombay—(Khamgaon-Maharashtra)—Protein 
Extender—2,500 tonnes—(NU) 

Glass 

M/s Mysore Sheet Glass Industries: 9-A, New Kushawar 
Building, Bhandarwada Road, Shivaji Park. Bombay—(My- 
sore-Karnataka)—Sheet Glass—5.5 Mill Sq. Metres (NU) 

Shree Vallabh Glass Works Ltd; Anand Sojitra Road, 
Vallabh Vidyanagar, Gujarat -(Boiser-Maharashtra)—Sheet 
Glass—5.5 Mill Sq. metres.(NU) 

M/s Shri Prcm Prakash Chandra. P. O. Bara Bahcra, 
(Hooghly)—(Taloja-Maharashtra) -Glass Tubes & Rods— 
2,400 tonnes -(NU) 

M/s Sylvania ft LaxmanLtd; 68/2, Nazafgarh Road, New 
Delhi—(Delhi)—Lead Glass Tubings ft Rods—1,200 tonnes — 
(NA) 

Ceramics 

M/s Carborundum Universal Ltd; 11/12, North Beach Road, 
P.B. No 1677, Madras-1—(Kerala)—Elcctrocast/Fused Cast 
Refractories—3,000 tonnes only—(NU) 

Timber Products 

M/s Calcutta Plywood Mfg. Co: Prop; Wood-Craft Pro¬ 
ducts Ltd; 9/1, R. N. Mukhcrjee Road, Calcutta—(Ledo- 
Assam)--Commercial Plywood -1.1 Mill sq. Metres (Produc¬ 
tion of Tea-chcst shall not exceed 3.19 lakh sq. metres p.a— 
(COB) 

Miscellaneous Industries 

M/s East India Tobacco Co Pvt Ltd; Grand Trunk Road, 
Guntur—(Madras-Tamil Nadu)—Cigarettes—4,500 mill pcs— 
(NU) 

M/s Asia Tobacco Co Lid; 3rd Fioor, Dhun Bldg; 175/1, 
Mount Road, Madras—(Tamil Nadu)--Cigarettes—4,500 Mill 
pcs—(NU) 

Letters of Intent 
Metallurgical Industries (Ferrous) 

Mr Ashok K. Mittal, Plot No. 63, Sector-6, Faridabad— 
(Alwar-Rajasthan)—Close Die Steel Forgings—3,000 tonnes— 
(NU) 

The Project Administrator, Govt, of Kerala Secretariat, 
Trivandrum—(Alleppy-Kcrala)—Steel Castings—3,000 tonnes 
—(NU) 

M/s Ennore Foundries Ltd; Ennorc, Madras—(Ennore, 
Chingleput, Tamil Nadu)—High Quality Ferrous & Non- 
Ferrous Castings—21,500 tonnes—(SE) 

Metallurgical Industries (Non-Ferrous) 

M/s Indian Lead Pvt Ltd; Majiwada, Bombay Agra Road, 
Thana—(24-Parganas-West Bengal)—Recovered Lead—18,000 
tonnes—(NU) 


M/s Indian Lead Pvt Ltd; Majiwada, Bombay Agra Road, 
Than-HThana-Maharashtra)—Recovered Lead—13,500 tonnes 
(SE) 

M/s Laxmichand Bhagaji Ltd; ‘Ramon House*, 169, Back- 
bay Reclamation, Bombay—(Gujarat)—Close Die Steel For¬ 
gings— 6,000 tonnes—(NU) 

Fuels 

M/s Hindustan Petroleum Corpn. Ltd; Post Box No 
11041, Bombay—(Greater Bombay-Maharashtra)—Axle Oil— 
25,000 tonnes—(SE) 

Boilers & Steam Generating Plants 
M/s Walchandnagar Industries Ltd: P.O. Walchand Nagar, 
Poona—(Poona-Maharashtra)—Water Tube Boilers—40 nos— 
(SE) 

Electrical Equipment 

M/s Philips India Ltd; Shivsagar Estate, Biock-A, Dr An¬ 
nie Besant Road, Bombay—(Pimpri, Poona, Maharashtra)— 
Multimertcs—11,000 nos—(SE) 

The Staendard Batteries Ltd; Vakola, Santa Cruz (East) 
Bombay.—(Maharashtra)—Stationery Battery Cells—1.25,000 
nos.—(NA) 

M/s Radio & Electricals Mfg Co Ltd; P.B. No 2606, My¬ 
sore Road, Bangalore.—(Bangalore-Karnataka) —Shunt Capa¬ 
citors for Power Factor Improvement (LT & HT)—50,000 
KVAR—(NA) 

M/s Bihar Mica Syndicate Lid; (Govt of Bihar Undertak¬ 
ing), HazariBagh.—(Hazari Bagh-Bihar)—Mica Paper—3,000 
tonnes—(NA) 

M/s Tamil Nadu International Electronics Ltd; 150-A, 
Anna Salai, Madras.—(Dharmapuri, Tamil Nadu)—Tantalum 
Capacitors—5 mill nos—(NU) 

M/s Central Electronics Ltd; (A Govt of India--Dcplt. 
of Science m Technology Enterprise), NPL Campus. N. Delhi-3 
—(Uttar Pradesh)—Ceramic Capacitors-50; Piezoelectric Ele¬ 
ments—5 mill nos; High Alumina Components—50 tonnes— 
(NU) 

M/s Sahney Steel fli Press Works Pvt Ltd; A-5, Uppal Indu¬ 
strial Estate, Hyderabad. (Hydcrabad-Andhra Pradesh)— 

Sub : Expan Electric Steel Stampinge m Laminations-7000 ton¬ 
nes; New Article Torodial Cores—300 tonnes—(SE NA) 

M/s Hindustan Conductors Pvt Ltd; Dharmsinh Park 
National Highway No 8, Nadiad — (Nadiad, Kaira, Gujarat)— 
Transistors m Diodes—52 mill nos; Processed Transistor Chips 
—50 mill nos in addition to existing captive capacity—(SE) 

Industrial Machinery 

The New India Industries Ltd; Jetalpur Road, PB No 67, 
Barbela.—(Baroda-Gujarat)—Flat Wire Heads—10 mill. 

The Sirpur Paper Mills Ltd; Sirpur-Kaghaznagar.—(Adila- 
bad-Andhra Pradesh)—Complete Pulp& Paper Making Plant— 
4 Nos (10-15 TPD) capacity—(NA) 

M/s Consolidated Pneumatic Tool Co (India) Ltd; 301-302, 
L.B. Shastri Marg, Mulund, Bombay.—(Nasik/Bombay-Maha- 
rashtra)— Air and Gas Compressors—510 nos—(SE) 

M/s Haryana State Development Corpn. : Post Box No 22, 
Chandigarh.—(Haryana)—Tungsten Carbide Tips—30 tonnes; 
Tungsten Carbide Tipped Tools—J lakh nos-(NU) 

Chemicals (Other than Fertilizers) 

M/s Hira Steels ft Alloys: Unit-Ill, Kharvel Nagar, A/53, 
Bhubaneshwar.—(Sambalpur-Orissa)—Oxygen Gas for Captive 
use —2.9 MCM—(NU) 

The Meghalaya Industrial Dev Corpn Ltd; Room-413, Addi¬ 
tional Civil Sectt Building, Shillong.—(Garo Hills-Meghalaya) 
—Acetylene Black—2,500 tonnes—(NU) 
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M/s Gujarat Industrial Corpn Ltd; 4th Floor, NatraJ Cham¬ 
bers, Ahmedabad-9.—(Gujarat)—Phenol—10,000 tonnes; 
Toluene—14,000 tonnes—(NU). 

Mr S.N. Dhruva, c/o M/s Dilip Kumar & Co, 25-Karimji 
Building, 19, Bhandari, St, Bombay.—(Surendranagar/Broach- - 
Gujarat)—Thiocarbamates (Zanab/Maneb Group)—2,400 ton¬ 
nes—(NU) 

M/s Meghalaya Industrial Dev Corpn Ltd; Room No 413, 
Meghalaya Additional Sectt Building. Shiliong.—(Khasi & 
Jaintia Hills, Meghalaya)—Calcium Carbide for Merchant 
Purposes—15,000 tonnes.—(NU) 

M/s Asiatic Soap Company: 8-Dalhousie Square, Calcutta. 
—(Howrah-West Bengal)—Distilled Fatty Acids—4,800 ton¬ 
nes—(NA) 

The Ahmed abaci Mfg & Calico Printing Co Ltd; Anik- 
Chamber, Bombay.— (Chembur, Bombay, Maharashtra)—Cal¬ 
cium Carbide—37,000 tonnes—(SE) 

M/s Caustic (India) Ltd; 16-A, Brabourne Road, Calcutta- 
L—(Bharatpur-Rajasthan)—Calcium Carbide for Merchant 
purposes—15,000 tonnes.—(NU) 

M/s ArcotChcmicals Pvt Ltd; 10-Beach Road, Cuddalore- 
1.—(South Arcot-Tamil Nadu)—Acetic Acid—5,000 tonnes; 
Ethyl Acetate—3,000 tonnes; Butyl Acetate—3,000 tonnes - 
(NU) 

M/s Black Gold Pvt Ltd; 31-Dalhousie Square (S), Hong 
Kong House, 1st Floor, Calcutta.—(Karnataka—Activated 
Carbotv—2,000 tonnes (NU) 

Mr Suresh Chand, c/o Pramatma Saran Agarwal, Gur 
Mandi, Murad Nagar. Meerut.—(Bulandshahr^UP)—Oxygen 
Gas-1.00 MCM—(NU) 

M/s Birla Jute Manufacturing Co Ltd; (Calcium Carbide 
Division), 9/1, R.N. Mukherjee Road, Calcutta.—(24-Parganas- 
West Bengal)—Calcium Carbide—15,500 tonnes—(SE) 

Mr Devki Nandan Goyal, B-l, First Floor, Unity Building, 
Bangalore.—(Mysore-Karnataka)—Calcium Carbida for Mer¬ 
chant Purposes—15,000 tonnes—(NU) 

Mr Surajmal Mohta, 2-Brabourne Road Calcutta—(Madhya 
Pradesh)—Calcium Carbide for Merchant Purposes—15,000 
tonnes.—(NU) 

Mr N. Devraj, A-5, Industrial Estate, Ambatur, Madras- 
(Cannanore-Kerala)—Calcium Carbide for Merchant Purposes 
—15,000 tonnes—(NU) 

Dr C. Venugopal, 232, Angappa Naicker Street, Madras-1. 
—(Malappuram-Kcrala)— Calcium Carbide for Merchant 
Purposes--15,000 tonnes (NU) 

Dings & Pharmaceuticals 

Mr L. Vcnkatanarasimhan, 15/1, Benson Cross Road, 
Bangalore. -(Mysore-Karnataka)—Beta Naphtbol—120 ton¬ 
nes—(NU) 

Drugs & Pharmaceuticals 

M/s McGraw Ravindra Laboratories (India) Ltd; Amrai- 
wadi Road, Ahmedabad.- -(Ahmedabad-Gujarat)—'Transfusion 
Solutions in Bottles—60 lakh nos: Disposable Sterile Plastic 
Sets—30 lakh nos; Solutions in Vials—30 lakh nos; Sterile 
Tubes and Catheters—9 lakh nos; Miscellaneous Plastic items - 
9 lakh nos—(SE) 

M/s German Remedies Ltd; Shivsagar Estate, ‘A’ Block. 
Dr Annie Besant Road, Worli, Bombay.—(Bombay-Mahara- 
shtra)—•Normacol Granules—200 tonnes—(SE) 

M/s Jayant Vitamins Ltd; Jhangir Building* 133-M.G. Road 
Bombay.—(Ratlam-MP)—Vitamin ‘C (including Sodium & 
Calcium Ascorbate—500 tonnes; Sorbitol-*2000 tonnes; New 
Articles Glucose—3000 tonnes; Vitamin ‘E’—10 tonnes.- 
(SE/NA) 


Textiles 

Mr R.K. Sondhi, 90, Jor Bagh, New Delhi-3—(Hoshiarpur- 
Punjab)—Ready-made Garments—1 mill pieces pa—(NU) 

M/s Podar Silk & Synthetics Ltd; Podar Chambers, S.A. 
Brelvi Road, Bombay.—(Jaipur-Rajasthan)-' -Cotton & Synthe¬ 
tic Fabrics—2.5 lakh metres--(NU) 

Kandla Flooring & Fabrics Pvt Ltd; C-Road, Marine 
Drive, Bombay— (Kandla F.T. Zone-Gujarat)—Goat Hair 
Patty—20,000 Kgs; Hand knitted Carpets 1,200 sq M.; Hand 
Tufted Barpets—10.000 Sq Metcres—(NU) 

Paper & Pulp 

M/s India Paper Pulp Co Ltd; 8-Clive Row, Calcutta-1— 
(24-Parganas, West Bengal)—Newsprint & Magazine Grade 
Paper—15,000 tonnes; Paper & Paper Board—15,000 tonnes; 
Total—30,000 tonnes —(SE) 

Mr Pritam Khurana, E-9/1, Vasant Vihar, New Delhi— 
(Uttar Pradesh)—Writing & Printing Paper-4,000 tonnes. 
Kraft Paper—6,000 tonnes—(NU) 

Mr Kothandaraman, * V'asundara*, Ghatkopar (E) Bombay.— 
(Bastar/Bilaspur, MP)—Writing & Printing Paper--5,000 
tonnes; Kraft, Packing & Wrapping Paper—5.000 tonnes— 
(NU) 

MrD.K. Hada, 7th Floor, Hindustan Times House, 18-20, 
K.E. Marg, New Delhi.—(Karnal Haryana)—Packing & Wrap¬ 
ping Papcr-6,000 tonnes—(NU) 

Mr G.S. Agrawal. Fiat No 52. Ashoka Apartments, 68, 
Napean Sea Road, Bomba> —(Ratnagiri-Maharashtra)—Pack¬ 
ing & Wrapping Paper—6,000 tonnes—(NU) 

Mr B.L. Dalmia, 2 Ganesh Chandra Avenue, Room No 6, 
7th Floor, Calcutta.—(Bilaspur-MP)—Corrugating Media & 
Liner, Packing & Wrapping Paper—3,000 tonnes—(NU) 

Mr J. L. Oswal, Coliege Road, Civil Lines, Ludhiana.— 
(Sangrur, Punjab) Corrugating Medium, Kraft Liner Paper— 
6,000 tonnes—(NU) 

M/s Southern Steel Ltd; Moula-Ali, Hyderabad.—(Mysore- 
Karnataka)—Duplex Board & Wrapping Paper—6,000 tonnes 
—(NU) 

M/s Kothari Sugars & Chemicals Ltd; Kothari Building, 
20-Nungambakkam High Road, Madras.—(Raichur-Karnataka) 
Kraft & Wrapping Paper-9,000 tonnes, p.a.—(NA) 

Mr M.M. Sehgal, M/s Schgal Paper Mills Pvt. Ltd; B-4/4, 
Safdarjung Enclave, New Delhi.—(Mahendragarh-Haryana)— 
Printing & Writing Paper—3,000 tonnes—(NU) 

Mr A. Jai Ram, M s Shri Jaya Lakshmi Paper & 
General Mills Ltd; 10-1-19A, Waltain Uplands Vishakapat- 
nam-3—(Sr i kak ulam-Andhra Pradesh)—Kraft Paper-3,000 
tonnes—(NU) 

Food Processing Industries 

M/s Punjab Dairy Development Corpn. Ltd; Madhya 
Marg, Sector-7-C, Chandigarh,--(Ludhiana-Punjab)—Skimmed 
Milk Powder—1,642 tonnes—(NU) 

The Punjab Dairy Dev. Corpn. Ltd: Chandigarh-—(Bhatinda- 
Punjab)—Skimmed Milk Powder- 1,642 tonnes- 

Mr Kama) M. Morarka. c/o United Fermentation Indus¬ 
tries, 139, Mcdows Street, Fort, Bombay—(Karnataka)- - 
L-lystne Mono-Hydrochloride--300 tonnes—(NU) 

M/s Mehsana Dist. Cooperative Milk Producers’ Union 
Ltd; Dudhsagar Dairy, Mehsana.—(Mehsana-Gujarat)—In¬ 
fant Milk Food—3,000'lonncs—(SE) 

M/s Cadbury-Fry (India) Pvt Ltd: 19-BhuIabhai Desai Rd; 
Bombay—(Ratnagiri-Maharashtra)--Marine Processed Pro¬ 
ducts—3,000 tonnes—(SE) 

M/s Coimbatore District Central Co-operative Supply & 
Marketing Society Ltd; Coimbatore.—(Coimbatore-Tamil 
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Nadu)—Sunflower Oil -15,000 tonnes in terms of Seeds crush¬ 
ed—(NU) 

Mr Vallabhbhai K. Patel, Javdutt Singh N. Jhala, 10- 
Shreyas Society, Ahmed a bad -(Dhrangadhra, Surendranagar* 
Gujarat)—Cotton Seed Crushing Manufacture of Dc-oilcd 
Cakes—20,000 tonnes—(NU) 

Soaps, Cosmetics and Toilet Preparations 

M/s General industrial Society Ltd; 8-fndia Exchange 
Place, Calcutta.—(Raipur-Madhya Pradesh)—Fatty Acids— 
10,000 tonnes; Glycerine—1,000—-tonnes (NU) 

Rubber Goods 

M/s Apollo Tyres Ltd; Allahabad Bank Building, 17-Parlia- 
ment Street, New Delhi.—(Chalakudy, Trichur, Kerala)-- 
Rubber Conveyor Belting rc-inforeed with Steel Cord—1,000 
tonnes; Rubber Conveyor Belting reinforced with Textile 
Fabrics—500 tonnes—(NA) 

Leather and Leather Goods 

Lt. Col. D. Sanjiva Rao (Retd.), 1-2-412/4. Gagan Mahal 
Colony, Hyderabad—(Mehboobnagar-Andhra Pradesh)— 
Leather Watch Straps—4 mill, pcs -(NU) 

Glass 

Mr R.S. Khcmka, 2/73, Roop Nagar, Delhi-7—(Sonepat- 
Haryana)- Sheet Glass -2.25 mill. sq. metres (2 M.M. basis) 
(NU) 

Cement and Gypsum Products 

The Managing Director, The Orissa Industrial Development 
Corporation of Orissa Ltd; Bhubaneshwar—(Rourkela-Orissa) 
Portland Blast Furnace Slag Cement —6 lakh tonnes—(SE) 

The Associated Cement Companies Ltd; ‘Cement House’, 
121, Maharshi Karve Road, Bombay.—(Khalari, Palamau, 
Bihar)—Portland Cemcnt/Pori-land Blast Furnace Slag cement 
—2,50,000 tonnes—(SE) 

Transportation 

M/s Unimac Corporation, Mirzapur Road, Ahmedabad — 
(Kandla F.T. Zonc-Gujaral)—Highway S. OiT Highway Trucks 
of versions various-attachments for construction & Haulage 
purpose; 20 vehicles upto 35 tonnes and 30 vehicles above 50 
tonnes—(NU) 

Change in Names of Owners or Undertakings 

(Information pertains to particular licences only) 

From M/s* Hindustan Tube Co, Ghaziabad. to M/s Hindus¬ 
tan Pipe Udyog Ltd; Ghaziabad. 

From M s Raison Industries, Ludhiana, to M/s Raison 
Cycles Pvt Ltd; Ludhiana. 

From Mr Rampaul Gupta, to M/s B.P. Steel Industries 
Pvt Ltd; Bombay. 

From M 's Andhra Pradesh Industrial Development Cor- 
poratian Ltd; Hyderabad to M/s Business Machines India Ltd. 

From M s Central Electronics (P) Ltd. to M/s Control 
Electronics (P) Ltd. 

From M s UP State Textile Corpn Ltd to M/s UP State 
Hand loom & Powerloom Finance & Development Corpn Ltd; 
Kanpur (UP) 

From the Government Mechanised Brick Unit, to M/s Tamil 
Nadu C’eramies Lid. 

From Mr KevJ Kristian Sethi to M 's Earnest Gases (P) 
Ltd: Alwar. 

From Mr J.S.G. Davidar, Madras to M/s South Jndia 
Maize & Allied Industries Ltd; Madras. 

From Power Cables Pvt Ltd to M/s Apar Pvt Ltd; New Delhi. 

From M/s Power Cables Pvt Ltd; Bombay to M/s Apar (P) 
Ltd; Bombay. 

From Mr G.K. Dcvarajulu to M/s Lakshi Ring Travellers 
(Coimbatore) Pvt Ltd. 


From M/s Power Cables Pvt Ltd; Bombay to M/s Apar (P) 
Ltd; Bombay. 

From Mr Dipak Narang to M/s Ost Electro-tcchniks Pvt 
Ltd; Delhi. 

From The Industrial Development Corporation of Orissa 
Ltd; Bhubaneswar to M/s Hira Steels & Alloys Ltd Bhuwa- 
neshwar. 

From M/s Kerala State Electronics Development Corpn 
Ltd to M/s Keltron Varislers Pvt Ltd; Trivandrum. 

From M/s Firth Sterling Steel Company of Indiu Limited to 
M/s Firth (India) Steel Company Ltd; Bombay. 

Licences Revoked, Cancelled, Lapsed or 
Surrendered 

(Information pertains to particular licences only) 

Mr Kanti Kumar R. Podar, (The Podar Trading Co Ltd;) 
Bombay—Mild, Medium Carbon & High Carbon Steel Ingots 
—(Cancelled) 

M/s Andhra Steel Corpn Ltd; Thompson Street, Visakl.i- 
patnam-1 -Fabricated Steel Structural including Oil & 
Water Tanks—(Revoked) 

M/s Modern India Construction Co Lid; Calcutta—Con¬ 
veyors—(Revoked) 

M/s Hindustan Monark Pvt Ltd; New Delhi -Auto-Cycles 
48-CC—(Cancelled) 

Letters of Intent Lapsed, Cancelled or Rejected 

(Information pertains to particular letters of Intent only) 

M/s Precision Machinery Co Pvt Ltd; New Delhi—Safety 
Razor Blades—(Cancelled) 

M/s Vardhman Spinning & General Mills Ltd; Ludhiana 
—Pulp and Speciality Paper (Cancelled) 

M/s Rallis India Ltd Bombay—Processed Marine Products 
—(Cancelled) 

M/s Earnest John & Co Pvt Ltd; Churchgate, Bombay-- 
Organic Esters—(Cancelled) 

M/s Bhavnagar Potteries Ltd; Bhavnagar—Glazed Wall 
Tiles—(Cancelled) 

Mr Ashok G. Rao, Bombay—Oxygen & Acetylene Gases— 
(Cancelled) 

M/s Bombay Potteries & Tiles Ltd; Bombay-—Glazed Tiles 
—(Cancelled) 

M/s Modi Industries Ltd; Modinagar—Synthetic Resins — 
(Lapsed) 

Mr R, S. Pasari, I4-Thcatre Road, Calcutta—Industrial & 
Marine Gears and Gear Units of various types—(Cancelled) 

Mr K. P. Agarwal, B-l/67, Safdarjang Enclave, New Delhi 
—Razor Blades—(Cancelled) 

M/s Industrial Oxygen Company (P) Ltd; Poona—Acetic 
Anhydride—(Lapsed) 

MrMahcndra Kumar Jajodia, New Delhi—Beer—(Lapsed) 
M/s American Refrigerator Co Ltd; Chinchwad, Poona- 
Hydraulic Presses. Hydraulic Equipment—(Lapsed-Partially) 
M/s Mahabir Flour Mills 4 New Delhi—Maize Prodccts— 
(Lapsed) 

M/s Ex-Cell-O India Ltd; 78-B, Dr Annie Bcsant, Road 
Bombay—Ram Turrent Milling Machines; Stands Gladiator 
Window Machines & Pure Pak Equipment—(Surrendered) 

Mr Som Prakash Rekhi, Rohtak Road, Delhi — Passenger 
Cars--(Cancelled) 

Mr Harpreet Singh, F-ll, Jangpura Exten, New Delhi— 
Calcium Carbonate & Hydrated Lime—(Lapsed) 

Mr Raj Kumar Rathi, Nai Sarak, Delhi—Various types 
of Castings-—(Cancelled) 
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Programme for the “least 
developed” countries. Sixteen 
of the 25 so designated by the 
UN are African nations. 


and to develop the data and 
methodology for a compre¬ 
hensive rural development 
scheme. 



smnsnes 


Rural 

development 
in 


The Unhid Nations Deve¬ 
lopment Programme (UNDP) 
is devoting a major share of its 
resources to rural development 
efforts in its work with African 
countries, according to a re¬ 
import 'ccentiy issued on the 
programme's activities during 
1974 by Rudolph A Peterson, 
Administrator. 

Special UN assistance was 
also granted during the \ear to 
provide immediate help to 
those African countries which 
suffered most from adverse 
weather conditions and rising 
costs of essential imports. 

Natural Calamities 

The heavy rains which 
brought hopes in 1974 for an 
end to several years of drought 
to Mali, Niger and Upper Volta 
left many people homeless, the 
report notes. In addition, 
flooding caused substantial 
damage to sorghum, millet and 
groundnut crops, and washed 
out bridges and roads, making 
the transport of relief supplies 
difficult. Torrential rains like¬ 
wise caused extensive crop 
damage in Burundi- and in 
Rwanda, where two million 
people were affected and the 
government declared a na¬ 
tional disaster and requested 
international relief assistance. 

Other parts of Africa conti¬ 
nued to be adversely affected 
by drought during 1974. 
Sahelian countries, Somalia, 


Ethiopia, and the Cape Verde 
Islands sustained particularly 
heavy losses in crops and lin¬ 
stock. Other countries such as 
Cameroon, Central African 
Republic, Dahomey, Guinea. 
Ivory Coast, Kenya, Nigeria, 
Tanzania, Togo and Zaire also 
suffered serious crop and live¬ 
stock losses, and found it ne¬ 
cessary to import staple food- 
grains to supplement poor 
crop yields. Many of them 
also sustained a loss of f oreign 
exchange earnings due to de¬ 
clines in the production of 
chief export crops such as 
coffee, cotton and groundnuts. 

Relief Operations 

UNDP assisted several 
drought relief activities dui 
ing 1974. including the formu¬ 
lation of a drought recovers 
programme for Somalia and 
a relief and rehabilitation plan 
for Ethiopia. By the end of the 
year, about 13.4 million ot a 
special allocation of 15 mil¬ 
lion, approved by UNDP's 
Governing Council at its June 
1973 session to provide drought 
recovery assistance to Chad, 
Mali, Mauritania, Nigei, 
Senegal and Upper Volta had 
been allocated for regional and 
national projects. 

These projects will establish 
meteorological services, pro¬ 
mote fodder research and 
production, carry out re¬ 
forestation programmes, deve¬ 
lop water resources, control 
livestock diseases, and make 
available large quantities of 
rice, millet and sorghum seeds. 
Additional drought-related 
projects, including v. £3.9 
million programme to help the 
countries of the Sahel reinforce 
their agro-meteorological and 
hydrological services, will be 
financed, in part, from 
UNDP’s Special Measures 


Development of rural areas, 
where up to 90 per cent of the 
population lives in many African 
countries, is at the heart of 
UNDP’s work on the conti¬ 
nent, according to the report. 
During 1974, UNDP was 
helping to finance: 83 projects 
concerned with the production 
of grains, legumes and other 
crops; 102 livestock develop¬ 
ment projects: and 52 projects 
Concerned with the promotion 
of inland and offshore fisheries 
development. Many of the 
other projects it supports are 
for the creation and strength¬ 
ening of rural educational 
fiacilities, small industries and 
health services. 

Most African projects assis¬ 
ted by UNDP in the agricul¬ 
tural sector are national re¬ 
search and extension training 
programmes. Over the pas"t 
few years, the programme has 
increasingly supported pro¬ 
jects designed to achieve com¬ 
prehensive agricultural deve¬ 
lopment, taking into consi¬ 
deration, characteristics of 
traditional agriculture, factors 
motivating peasants, and the 
broad requirements involved 
in bringing about a transition 
to more productive farming. 
Emphasis has been given to 
multi-faceted schemes, carried 
on in designated pilot areas, 
which combine the introduc¬ 
tion of new techniques and the 
promotion of crop and live¬ 
stock improvement with the 
strengthening of rural insti¬ 
tutions providing credit and 
marketing facilities. 

Improving Agriculture 

The Senqu River Agricul¬ 
tural Extension Project in 
Lesotho, for example, is desig¬ 
ned to encourage the orga¬ 
nization of farmers, and to 
enable them to acquire know¬ 
ledge of sound agricultural 
practices, together with 
methods for improving live¬ 
stock, seeds and fertilizers, 
and the use of agricultural 
machinery. This project also 
seeks to upgrade the existing 
extension service in the area, 
to promote land conservation 


Another successful, multi¬ 
faceted agricultural develop¬ 
ment project is Upper Volta’s 
Malourkou Agricultural 
Centre, which has been re¬ 
ceiving UNDP assistance 
since 1963. Through practical 
research on improved crops 
ami farming practices and 
through demonstration acti¬ 
vities, the project has deve¬ 
loped models for family farms 
which can lift Voltaic farmers 
above subsistence levels. The 
project is now seeking to 
strengthen and expand train¬ 
ing courses for all middle-level 
agricultural technicians. 

Extension Activities 

In Dahomc}, according to 
the report, assistance is being 
provided to the ministry of 
Rural Development for agri¬ 
cultural extension activities 
oriented toward rural youth. 
Mure than 200 rural youth 
clubs have been established 
with some 3,5(H) members. 
Through these clubs, Daho¬ 
mey * s fu t u re fa rmers - bet ween 
the ages of 9 and If - receive 
instruction in goed farming 
methods from government ex¬ 
tension workers and through 
the Rural Radio, another go¬ 
vernment project which receives 
UNDP aid. > oung women who 
participate in the clubs arc 
given the rudiments of nutri¬ 
tion and taught improved food 
processing techniques. 

UNDP >s increasingly adopt¬ 
ing a multi-sectoral or “integ¬ 
rated" approach which seeks to 
develop lural communities in 
many ways step-by-step, ac- 
coiding to the report. The 
approach is being applied in 
Liberia, where some 68 percent 
of total UNDP efforts are sup¬ 
porting a national programme 
of integrated jural regional 
development. The programme 
consists' oI 13 projects executed 
by seven United Nations 
agencies and involving 13 
governmental ministries and 
agencies. It is also supported 
with complementary inputs 
from 10 other multilateral and 
bilateral donors. Actions are 
centered around “community 
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growth centres 4 ’ in selected 
parts of the country. 

A key element in Liberia’s 
programme is the training of a 
new type of teacher who is 
qualified both to teach and to 
carry out agricultural exten¬ 
sion and community develop¬ 
ment at the village level. A 
similar approach has been taken 
in Togo, where, since 1968, 
UNDP has been assisting the 
Teacher Training College at 
Atakpame. This facility has 
already produced over 400 
“teacher/rural developers”. 

Similarly, in the Cameroon, 
where the government has 
given priority to reform of the 
primary education system 
UNDP has been assisting the 
Institute for Rurally-Oriented 
Primary Education (IPAR) 
at Yaounde. The objectives 
here are to improve rural 
productivity and employment 
opportunities, and to stimu¬ 
late increased interest among 
villagers in government deve¬ 
lopment programmes in the 
agricultural and social service 
fields. Altogether, about 
261 such primary school prin¬ 
cipals and teachers have been 
trained since the project com¬ 
menced in 1969. 

Regional Transport 

Other UNDP-supported 
activities are helping to 
strengthen Africa’s national 
and regional transportation 
and communications facili¬ 
ties. At Nigeria’s Civil Avia¬ 
tion Centre, which has received 
assistance since 1968, 451 
nationals have successfully 
completed courses in fields in¬ 
cluding flight instruction, 
aircraft and radio mainte¬ 
nance and air traffic services. 
The centre, which has also 
trained students from Came¬ 
roon, Ghana, Lesotho, Liberia, 
Mali, Niger, Pakistan, Rwanda, 
Sierra Leone, Somalia, Sudan 
and Swaziland. 

Twenty-eight countries in 
East and ^West Africa co¬ 
operated fn the Pan African 
Telecommunications Survey, 
carried out by the International 
Telecommunication Union 
(ITU) on UNDP's behalf. 
The survey made recommen¬ 


dations for an integrated, high 
quality and economically viable 
regional transmission network 
covering 20,000 km. of trans¬ 
mission routes and 18 inter¬ 
national switching centres. A 
single common regional sig¬ 
nalling system and a continen¬ 
tal approach to tariffs and 
revenue calculations were also 
agreed upon as a result of the 
survey. 

By the end of 1974, firm com¬ 
mitments for the financing of 
over 80 percent of the estimated 
£120million required to set up 

Guidelines for 
power units 

At a tripartite meeting of the 
electricity industry held re¬ 
cently in the capital guide¬ 
lines were evolved for opti¬ 
mising the efficiency of opera¬ 
tion of the electricity systems 
and also for associating 
representatives of workers' 
organisations on the opera¬ 
tional activities of the systems 
at appropriate levels. It was 
agreed that while associating 
representatives of workers’ 
organisations, representation 
may be given only to those 
organisations which have un¬ 
reservedly committed them¬ 
selves to the successful imple¬ 
mentation of the new econo¬ 
mic programme. 

The following guidelines 
were adopted: 

1. Joint committees of 
representatives of manage¬ 
ments and of *radc union or¬ 
ganisations should be set up at 
each district or sub-divisional 
level. These committees will, 
in addition to acting as vigi¬ 
lance committees to prevent 
sabotage, theft of power and 
abuses in the use of stores, be 
also responsible for the task of 
improving operational effi¬ 
ciency of the system and ensu¬ 
ring consumers’ satisfaction 
besides consideration of sug¬ 
gestions that may be made by 
individual or group of work¬ 
men, with a view to their 
adoption. 

2. Similar committees should 


the total network had been 
obtained from bilateral and mu* 
Itilateral financial institutions 
and agencies. 

The information on UNDP 
assistance to Africa is part of 
the UNDP Administrator’s 
annual report. As the world’s 
most broadly based develop¬ 
ment programme, UNDP sup¬ 
ports more than 7,600technical 
co-operation projects in 144 
developing countries and ter¬ 
ritories. 

Courtesy: UNDP 

also be set up at each generat¬ 
ing station, which will be res¬ 
ponsible for proper operation 
and maintenance of equip¬ 
ment, availability of spares, 
etc. 

3. Committees should also 
be set up for each project to be 
responsible for reviewing the 
progress of work and for adopt¬ 
ing measures for the timely 
and economical completion of 
project. 

4. At the electricity board 
level, a joint committee of 
management and the represen¬ 
tatives of trade union organi¬ 
sations should be set up: this 
committee should be enabled 
to discuss all aspects of the 
functioning of the power sys¬ 
tem of the electricity board. 

5. These committees should 
meet as frequently as is neces¬ 
sary but in any case once in 
three months. Representatives 
of trade union organisations on 
these committees may be given 
to the nominees of the all India 
federations and such other 
trade union organisations com¬ 
mitted to the new economic 
programme as the manage¬ 
ment may consider necessary to 
be represented at the appropri¬ 
ate level on such committees. 
There should be full exchange 
of information so as to enable 
the committees to function 
effectively. Unanimous de¬ 
cisions of these committees 
should be implemented within 
a specified period of time as 
may be indicated in the de¬ 
cisions themselves. These com¬ 
mittees would also be responsi¬ 
ble for reviewing the imple¬ 
mentation of the decisions. 

6. Keeping in view the subs¬ 


tantial number of workmen 
under various electricity boards 
who are still borne on the no* 
minal muster rolls (NMR), 
the system of NMR should 
not be resorted to in respect of 
work of a permanent or conti¬ 
nuing nature. 

In all other cases, where 
NMR workers have been in 
employment for a period of 
three years or more, all such 
workers must be regularised in 
as short a time as possible, in 
a phased manner. It was 
strongly felt that all NMR 
workers should be paid wages 
at rates not lower than the 
lowest rates of wages paid to 
regular workers of that category 
and it was agreed that the 
minister of Energy and the 
minister of Labour will finally 
communicate these feelings to 
the chief ministers for taking 
appropriate action in this re¬ 
gard. 

7. Overtime work must, as 
far as possible, be eliminated. 
To achieve this, overtime should 
normally be resorted to only 
for urgent operational reasons. 
At the same time, norms of 
work should be evolved, with¬ 
out delay for various catego¬ 
ries of workers. Multiple shift 
working may be adopted in 
consultation’ with the unions, 
wherever necessary. 

8. To enable workers acquire 
and upgrade their skills, it 
is necessary to implement the 
provisions of the apprentices 
act fully. Apprentice training 
facilities should be made avail¬ 
able at the major project sites 
and/or at other suitable places. 
Priority for apprenticeship 
training should be given to 
those persons (or their de¬ 
pendents or wards) whose lands 
have been acquired for projects 
and who have been conse¬ 
quently displaced. 

9. It should be examined 
whether long-standing disputes 
cannot be settled as quickly 
as possible including settle¬ 
ments outside the courts. 

10. Efforts must be made to 
extend the public distribution 
system to power station colo¬ 
nies which may be outside the 
areas covering the public dis¬ 
tribution system. 
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Bitter sugar 

Recently sugar had lumed bitter both for the producers and the consumers in our 
country. The producers of sugar were unhappy because they had incurred huge losses 
during the past two years. The consumers on their part were bemoaning the fact that 
after a small downturn in free market sugar prices the price trend had once again got 
reversed. Only the government seemed to be a big beneficiary both in terms of foreign 
exchange earned through exports and profits bagged through these transactions. 

The sugar units, according to the Indian Sugar Mills Association (ISMA), were 
in a bad shape financially. Whereas 32 per cent of the sugar mills in 1973-74 had incurred 
losses, it was feared that the proportion of losing units in 1974-75 would rise to 70 per 
cent. Hence the gloom currently shrouding the producers of sugar. That the sugar 
industry was in the throes of a crisis was conceded even by Mr C. Subramaniam, the 
central Finance minister, on August 4,1975 in the Lok Sabha. Said Mr Subramaniam: 
“It is not that we arc unaware of the problems with which the sugar industry is confron¬ 
ted, particularly in UP and Bihar. We are thinking of how to solve this problem and we 
will come out with some proposals which would ameliorate the conditions particularly 
in the sugar industry in that area.” In view of this assurance by the central Finance 
minister, the industry was naturally looking forward to the proposals of the government 
for bringing about an improvement in the working of the sugar mills. 

At the 42nd annual meeting of the ISMA held recently in the capital its president, 
Mr P. Muruthai Pillai, not only reviewed the performance of the industry but also made 
some concrete suggestions for the consideration of the government. The achievements 
of the sugar industry listed by him were without doubt creditable. For example, the out¬ 
put of sugar in 1974-75 at 4.8$ million tonnes was an all-time record indicating a rise 
of as much as 23 per cent over the production in the preceding year. What was more, 
the capacity utilisation was of the order of 108 per cent at a time when most of the other 
industries were finding it hard even to reach up to 75 per cent of their installed capacities. 
Naturally, increased production of sugar resulted in enhanced exports, earning as much 
as Rs 341 crores worth of foreign exchange in 1974-75. Even though sugar prices in 
the world markets had dropped, there was a possibility of our country being able to 
export about 1.5 million tonnes of sugar every year for the next two years and earning 
foreign exchange worth more than Rs 400 crores a year. But the key lay in the creation 
of conditions leading lo a steady increase in sugar production and restoring financial 
health to the sugar industry. For this purpose a high-level coordinating committee con¬ 
sisting of the representatives of the concerned ministries and the industry, as suggested 
by Mr Pillai, was urgently needed. T his committee could meet periodically to sort out 
the problems lacing the sugar mills and take prompt decisions for the attainment of the 
goals regarding production and exports. In view of the fact that the sugar industry had 
emerged as the largest earner of forefgn exchange for the country, it was necessary to 
give special attention to the producing units. The proposed committee should be taken 
as a first step to the finding of solutions for the numerous problems facing the sugar 
industry. 

It was pertinent lo ask as to why this industry, which had a remarkable record 
of production and exports, had landed itself into a financial mess. The dual pricing 
policy relating to this industry commenced in 1967-68 and since then the industry had 
not suffered from the usual ups and downs in production. Inspired by the success of 
this experiment in the sugar industry the government had applied the same policy to the 
aluminium industry also only a few days ago. The industry also had welcomed the dual 
pricing policy because it allowed the government to satisfy the needs of the weaker sec¬ 
tions of society at relatively cheap prices and also permitted a part of the output to be 
marketed at the prevailing market prices. The rules of the game were understood both 


by the government and the industry and 
hence there was all-round expansion in 
the industry. 

In recent years the government, accord¬ 
ing to 1SMA, tinkered with the well- 
understood rules of this game and the price 
of levy sugar was fixed at a rather low 
level. While this was the primary cause of 
throwing the industry into a financial 
muddle, there were other factors also 
which had exerted their pressures on the 
industry in varying degrees. While there 
was increase in the statutory minimum 
sugarcane price, enhancement in the cane 
cess or purchase tax in most of the states 
and rising wages following the inflationary 
trends in the economy, the government 
did not raise the levy price, especially in 
1974-75. However, the government raised 
the percentage of non-levy sugar from 
30 to 35 which, it was believed by the 
government, would provide adequate re¬ 
lief to the industry. However, this extra 
five per cent allowed in free market sales 
failed to assist the industry in recovering 
the losses incurred in the disposal of 
levy sugar, and not unnaturally the de¬ 
mand was made for “a realistic revision 
of levy prices on the one hand, and main¬ 
tenance of a fair level of free ma rkets on 
the other.*’ 

Because of the glut in production 
the government had applied the levers 
relating to the releases of non-levy sugar 
in such a manner that the prices in the free 
markets were depressed. It was not 
enough to refer all the time to the peak 
attained in free market prices. It was 
necessary to take into account the prices 
prevailing in the free market over the 
whole year in order to compute the return 
to the industry. It was because of these 
moves by the government that the sugar 
mills were not able to recover the losses 
incurred in the :»ale of levy sugar. 

The government had demonstrated in 
unequivocal terms that it was determined 
to come to the succour of the vulnerable 
sections of our society. It was a laudable 


cent ad valorem in the last central budget, account of itself for the past two years 
The excise duty, the Finance minister had despite heavy odds. As asserted by the 
stated, was increased with a view to reduc- ISM A president Mr. P. Maruthai Pillai, 
ing consumption of sugar for less essential it was willing to redouble its efforts to 
use and releasing additional quantities increase both production and exports 
for exports. The picture had changed with provided the government took a chari- 
the sharp increase in the output of table view in regard to the fixation of levy 
sugar. Now there was need to increase its prices, the providing of relief in excise 
consumption within the country instead duty and also is not starving the industry 
of reducing it. Therefore there was an in regard to bank credit. The*'industry 
obvious case for a reduction in excise had been suffering from a big resource 
duty, which had been sharply increased in gap which needed to be looked inlo. 
the last budget. 

The interests of the consumers. 

The sugar industry is justified in claim- the producers and the government 
ing credit for providing levy sugar at a werc intertwined and the industry 
cheap price at a time when prices in in particular could continue to 
general were moving up. For example, march lorward in a dvnam c manner 
the index of wholesale prices moved up provided the government gave a liberal 
from 211 to 312 between December 1972 helping hand. Under the stewardship of 
and June 1975 indicating a rise of 4X per Mr Jagjivan Ram, the ministry of Agri- 
cent. During the same period the price culture and Irrigation had undeniably 
index for sugar increased from 217 to made rapid progress and it would not be 
236 recording a modest rise of nine per l°° much to expect ot him not to let the 

dual pricing policy m sugar fail especially 
because it was on his initiative that it was 
The sugar industry had given a good evolved eight years ago. 

Role of market economy 

The l ati st annual report of the due to the efforts of private enterprise. 
International Chamber of Commerce a number of them are well on their way 
(ICC) gives not only a competent and to economic take-off while in others “a 
comprehensive analysis of the world judicious combination” of the private 
economy during 1974 but also offers and public sectors has greatly helped to 
many constructive suggestions for pro- improve living standards. It suggests 
mot ing economic growth. The ICC has that government financial policies should 
been given Consultative Slams, Category be formulated in order to encourage in- 
“A”, by the United Nations and is vestment and points out that “the corn- 
represented in about 95 countries. In puny sector is one of the main sources 
recent years it has been giving special of capital investment as a whole and the 
attention to the promotion of compcli- main source of risk capital and econo- 
tivc business in the market economy mie innovation". It says that “the 
system, economic progress in the lower the level of profits, the lower are 
developing countries, and environmental the funds available for investment" 
affairs. It has also been concentrating and that this can only constitute 
on various measures relating to the evo- brake on growth” in the context of a 
lutiun of a world economic order. Its market economy. These observations are 
remarks and recommendations in the of particular relevance to India where 
annual report are therefore of consider- the rate of corporate taxation continues 
able interest not only to businessmen to be high and companies arc subjected 
but also to governments in the devc- to various kinds of controls and rcstric- 


lim and no one would quarrel with it. loped and developing countries. tions. 


xhibit ver 1 * 1C S overnmcnt had failed to 
Qn I 1 Ats partiality for the poorer sec- 
s or isociety while raising the excise 
1 ^ 0n jligar from 37.5 per cent to 45 per 


The report highlights the “vital role" The report stresses the need for 
of the market economy in the growth of timely action by government in order 
developing countries and points put that to ensure the smooth functioning of the 
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economy. "In recent years", it says, 
“several governments, concerned with 
combating inflation, did not counter in 
time the advancing recession, with the 
mult that deflationary policies were 
maintained too long. The danger now 
is that governments may over-stimulate 
economies that are already heading 
towards an upturn, and thus in the 
coming two years provoke first a period 
of growth with inflation and then one 
of inflation without growth". This 
warning needs to be heeded especially 
by developing countries where time-lags 
in taking decisions and implementing 
them may produce adverse effects on 
development. 

The report refers to the increasing 
government participation in the eco¬ 
nomy since the end of World War II 
and points out that government ex¬ 
penditure has gone up absolutely and 
as a proportion of gross domestic 
/ product. This leaves a smaller share to 
> be allocated by the market mechanism. 
“Any further extension”, says the 
report, "might well interfere with the 
efficient allocation of resources in the 
economy, as an increasing number of 
decisions are taken according to non¬ 
economic criteria”. The ICC is, of 
course, right in calling for restraint in 
government expenditure but how can H 
assert that any further increase in this 
direction will adversely affect the eco¬ 
nomy? 

On the other hand, in some coun¬ 
tries such as India a higher level of 
government expenditure is not only 
desirable but essential since a large 
number of industries heavily depend on 
government orders and, moreover, the 
infrastructure facilities have to be ex¬ 
panded rapidly. As regards decisions 
being taken according to non-economic 
criteria, few governments can afford to 
ignore them completely. Especially in 
a democracy, the government has to 
consider, while taking major economic 
decisions, their impact on regional deve- 
• lopment and on the vulnerable sections 
of society as well as various other factors 
which though non-economic are neverthe¬ 
less important. 

Dealing with world trade, the report 
ltrtimsf nco H omr r 


says that in 1974 it expanded "at the 
slowest rate since the end of World War 
IP* and that in the current year, its 
volume may stagnate or even decline. 
However in the next few years, the chan¬ 
ging industrial structure of different 
areas and their varying relative wealth 
is expected to bring about another boost 
in world trade. The report calls upon 
the business community to discourage 
governments from “the facile, and ulti¬ 
mately unrewarding, method of solving 
economic problems by imposing import 
restrictions”. It points out that such 
restrictions do not help to improve 
substantially the problems relating to 
balance of payments; and that "they 
can at best postpone the implementation 
of the right policy action, and at worst 
lead to a vicious circle of retaliation”. 

The report makes it clear that it is 
opposed “with equal conviction” to all 
restrictions on the free export of goods. 
It says that controls on export con¬ 
tribute to inefficient production and 
retard international specialisation. Tho¬ 
ugh the lCC's arguments against import 
and export controls seem sensible, situa¬ 
tions may arise in some countries when 
such restrictions become unavoidable. 
For instance, indiscriminate export of 
essential goods will create scarcity in the 
home market and accentuate inflationary 
trends. But generally it should be 


the endeavour of all countries to adopt 
liberal policies in regard to import and 
export, as far as possible, in their own 
interest as well as of the world at 
large. 

The report recalls that private invest¬ 
ment accounted for about one half of 
total flow of development aid in 1974. 
But it warns that there is a risk of con¬ 
frontation between foreign investors and 
host countries. It is encouraging to 
find that the ICC is doing its best to 
avoid such risks. Recently, it drew up 
its "Guidelines for International Invest¬ 
ment” which are described as * *a unique 
set of practical recommendations enab¬ 
ling both parties to reach mutually 
beneficial agreements”. With the same 
objective the ICC is now drawing up 
a programme defining the overall condi¬ 
tions for the business sector's activity 
regarding foreign investment arid related 
matters. 

It is not clear however what exactly 
the ICC means when it says that “econo¬ 
mic reality must be extricated from 
political illusion”. But it is right in 
emphasising that as the business com¬ 
munity is shouldering heavier responsi¬ 
bilities due to greater participation 
in economic development, government 
and inter-governmental organisations 
should show greater understanding of 
the role of private enterprise. 


Self-sufficiency in oil 


The latest observation of the minister for 
Petroleum and Chemicals, Mr K. D. 
Malaviya, that the country can hope to 
be self-sufficient in its requirement of 
oil should prove to be the most hearten¬ 
ing development from the point of view 
of the economy in the post-Independence 
period. While the find of oil reserves 
on the mainland 4n Gujarat was excit¬ 
ing and the increase in contribution by 
oil wells in the north-eastern region has 
resulted in aggregate production rising to 
over eight million tonnes, the dependence 
on oil imports has increased with a rise 
in the level of consumption. Until the 
eight-fold rise in prices for crude and 
petroleum products in 1972-74, there 
was ho serious worry about finding the 
foreign exchange required for importing 
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crude and petroleum products, as it 
constituted only less than 15 per cent 
of the value of all imports. 

The picture, however, has changed 
completely in the past three years. Ad¬ 
ditionally Rs 1,000 crores have to be 
found annually for meeting the oil bill. 
With a steep rise in ex-refincry and end- 
prices for offsetting the increase in the 
cost of processing of the refineries and 
for discouraging consumption of petro¬ 
leum products, the level of crude imports 
has been stabilised at 14 million tonnes 
yearly in the past two years. It cannot 
be expected, however, that the static 
trend in consumption will remain in 
evidence for long. With a rise in agri¬ 
cultural production, a larger volume of 
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road traffic, dieselisation of railways 
and other developments, the upward 
trend in consumption is bound to be re¬ 
sumed, albeit at a slower rate. It had 
been originally estimated that the con¬ 
sumption of petroleum products will rise 
to 34 to 36 million tonnes by 1978-79, 
on the basis of a growth rate of 8-10 
per cent annnally. 

The sights have now been lowered 
and the revised target is 30 million 
tonnes or about six million tonnes more 
than the present requirement of 24 
million tonnes. It may be that the 
annual increase can be restricted to 1 i 
to two million tonnes for the next two 
years, with improving power availabi¬ 
lity and increasing use of coal where 
diesel oil and furnace oil had been utilis¬ 
ed for agricultural and industrial opera¬ 
tions. But the needs of the economy 
may increase at a faster rate when efforts 
are made to raise ambitiously agricul¬ 
tural and industrial production and the 
outlays on Plan schemes are stepped 
up significantly. 

Even for improving indigenous avail¬ 
ability to 30 million tonnes by 1980-81, 
considerable pre-planning is needed and 
the objective of more than trebling indi¬ 
genous crude production can be achieved 
only if different agencies are employed 
and emphasis is laid simultaneously 
on exploration and exploitation of the 
oil-bearing areas. The ministry of Petro¬ 
leum and Chemicals has, of course, a 
time-table and it is expected that indi- 
genons production will meet 55 per cent 
of the requirements of oil refineries by 
the end of next year. On the assump¬ 
tion that total consumption will be 
around 25 million tonnes, crude pro¬ 
duction will have to be 14 million tonnes. 
The arithmatic of the ministry is all right 
as it is expected that the crude output 
from offshore and mainland will rise by 
four million tonnes to around 14 million 
tonnes. 

The immediate increase in output 
by over four million tonnes in two 
years is expected to be achieved by 
establishing buoys in Bombay High with 
mooring facilities for small tankers until 
arrangements are completed for laying 
pipelines and transporting oil to termi¬ 
nals in the mainland. The new areas in 
the north-eastern region will also be in¬ 
tensively tapped and the pipelines of Oil 
India feeding Nunmati, Bongaigaon and 
Barauni will be enlarged for handling 
much larger quantities of crude. 

Hie immediate task of raising output 
by five million tonnes to 14 million tonnes 
by 1977, will by itself call for cartful and 
vigorous execution of schemes for 
achieving commercial production from 
newly moved wells. There will also 
have to be drilling of more wells in the 


offshore and on-shore areas and more 
platforms and rigs will be required for 
this purpose. It is, of * course, known 
that orders for platforms from Norway 
and other sources are being finalised 
while additional rigs have been secured 
through outright purchases or on hire. 
However, there is no indication so far 
about assistance from the World Bank 
or other institutional sources being 
available for exploitation of oil resources. 
It is, of course, known that arrange¬ 
ments are being made for undertaking 
manufacture of the special types of pipes 
required for transporting crude from 
Bombay High and it may be possible to 
get a clear picture only after various 
plans take concrete shape. 

There is no doubt, however, that 
massive investment in the Bombay High 
region will be required in the next three 
>ears. It will be worthwhile to examine 
at this stage whether there should be 
decentralisation of the functions of the 
Oil and Natural Gas Commission. This 
commission has to concentrate attention 
on the exploration of new areas in the 
north-east region while it has to be 
determined how the yield of oil fields in 
Gujarat and adjoining areas can be in¬ 
creased suitably. There are then the 
plans for intensifying off-shore explora¬ 
tion in the Kutch, West Bengal and 
Cauvery basin. Oil India, too, will be 
playing a more important role in the 
Assam region after the negotiations for 
diluting foreign ownership in its equity 
capital have been completed. 

Since the Bombay High region alone 
is expected to produce 10 million tonnes 
of crude in five years and nearly 100 
wells will have to be drilled in a short 
period, it will be desirable if a separate 
authority is constituted for this purpose 
and special credits are negotiated from 
chosen developed countries for com¬ 
pleting the construction of pipelines, 
storage facilities and other conveniences 
required for handling 10 million tonnes 
and more of crude annually. 

The anxiety to minimise foreign ex¬ 
change expenditure on the acquisi¬ 
tion of raw materials and equipment 
is understandable. But time is the 
essence of the whole scheme. Any 
slippage in the schedule of im¬ 
plementation of projects in the Bombay 
High region will involve a loss of pro¬ 
duction of 4-5 million tonnes for every 
two years of delay. This will cause 
unnecessary drain in foreign exchange 
of Rs 250 crores roughly including the 
cost of oil and transport charges. Even 
if the foreign exchange content of ex¬ 
penditure m schemes relating to the 
Bombay High region has to be fixed at 
a high level, the effort will be worth-while. 
Hie oil rich countries in west Asia 
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and elsewhere are known to have exploit# 
ed oil bearing areas in a short period 4 
and there has not been any difficulty in 
getting the required funds firpm foreign, 
sources either on the basis of participa¬ 
tion in equity capital of oil companies 
specially formed for the purpose or as 
loans. The amortisation of foreign 
credits secured for executing schemes 
in the Bombay High region will not pose 
any problem as it has by now become 
clear that the oil wells in this region 
have the required potential and a loan 
of even Rs 500 crores in foreign currency 
can be conveniently repaid in seven or 
ten years after an initial grace period of 
two years. Even if interest charges are 
to be paid at the rate of 10 per cent an¬ 
nually, the aggregarc repayment will not 
be more than Rs 100 crores annually. 
Only a separately constituted authority 
can cope with the stupendous task as 
quick decisions are needed to be taken. 

A similar approach will have to be 
adopted for tackling the oil and gas re¬ 
serves in Assam and Tripura. After the 
new find of rich gas resources in Tripura 
and the successes attending drilling of 
new wells in Assam, it may well happen 
that this region will be in a position to 
raise output by five million tonnes in 
terms of crude apart from larf e quantities 
of natural gas which will be helpful in re¬ 
leasing naphtha for other purposes. With 
Bombay High making a contribution of 
10 million tonnes, Gujarat five million 
tonnes, the north-eastern region another 
10 million tonnes, and other regions 
another five million tonnes, the desired 
goal of self sufficiency in oil can be re¬ 
ached in the early 80’s. However, as 
stated earlier, a separate authority will 
have to be constituted for the Assam 
and Tripura regions. 

It should also be immediately ex¬ 
amined how the natural gas resources 
can be advantageously tapped in Tripurd 
and how the supervision of opera¬ 
tions in the Kutch, West Bengal and 
Cauvery basins should be carried out. 
The advantage accruing to the eco¬ 
nomy as a result of oil self-sufficiency 
will be such that imports having a 
value of Rs 2,000 crores annually tan 
be displaced. This process will, of 
course, have to be continued without 
any let-up as by the end of the sixjth 
Plan oil consumption may rise to 45 
million tonnes and self-sufficiency at a 
higher level will mean that there cannot 
be any relaxation of efforts at any stag* 
The ministry of Petroleum and Chemi* 
cals has, therefore, a special responsibi¬ 
lity in the present context and if Jndia 
can be helped to have sizable resources 
in the three main forms ofenergy, 
electricity,, coal, and oil, future develop¬ 
ment can be bn truly ambitious lifted 
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Additions to Industrial Capacity; Export 
Performance: New Drugs Policy 


Three imk>rtant decisions taken last 
week by the union ministry of Industry 
and Civil Supplies not only take the 
process of the simplification of licensing 
procedures a step forward but should 
also be helpful in fostering industrial 
growth and exports. 

Under the first decision, increase in 
industrial capacity is to be allowed libe- 
ially if it follows as a direct consequence 
of a modernisation programme or 
replacement of old equipment, provided, 
of course, such modernisation or replace¬ 
ment of equipment does not result in any 
encroachment on the products reserved 
for the small-scale sector and there is 
no net increase in the outgo of foreign 
exchange. Such a step was obviously 
warranted in view of the fact that a pro¬ 
gramme of modernisation or replacement 
of old equipment normally takes into 
account the technological develpoments 
that have taken place since the time the 
original equipment was produced, includ¬ 
ing sophistication in process know-how 
and technology, higher speed of modern 
equipment, qualities of raw materials, 
etc. With the expansion in the scale of 
industrial production, new equipments 
in general arc different from the original 
sizes and also are manufactured with a 
view to increasing productivity. 

modernisation programmes 

When the replacement is by way of 
imported equipment requiring prior 
approval of the CG committee, the CG 
committee itself will accord approval for 
the increase in capacity arising from the 
replacement/modemisation after satis¬ 
fying itself that the above conditions 
have been fulfilled. The committee will 
also ensure, while according its appro¬ 
val, that the proposed replacement or 
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modernisation docs not lead to any dis¬ 
tortion of the Plan priorities or market 
shares. On receipt of the CG commit¬ 
tee’s approval, the consequential amend¬ 
ment in an industrial licence will be 
carried out by the secretariat for indus¬ 
trial approvals. 

In the case of replacement by way 
of indigenous equipment, it has been 
decided to adopt a simplified procedure. 
The joint secretary concerned with the 
industry in the administrative ministry 
has been authorised to receive such 
proposals after satisfying himself that the 
conditions enumerated above have been 
fulfilled. 

expeditious disposal 

As regards the proposals received 
from foreign companies as defined under 
FFRA and undertakings coming under 
the purview of the MRTP Act, they would 
be considered by a task force to be cons¬ 
tituted in the administrative ministry 
concerned, consisting of the representa¬ 
tives of the concerned ministries includ¬ 
ing one of the department of Company 
Affairs. The task force would accord ap¬ 
provals to such proposals expeditiously. 

• 

It has been clarified that any increase 
in capacity for the reasons mentioned 
above, will be over and above the normal 
permissible limit of 25 per cent production 
over the authorised, licensed capacity. 

The second decision relates to the 
creation of capacity bused on the 
research and development effort of an 
industrial unit. An industrial under¬ 
taking will be allowed to set up adequate 
capacity based on the results of its R Sc 
D efforts as a matter of course, even 
though it would be required to obtain 
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an industrial licence in terms of the 
existing statutory provisions. 

This step should encourage R & D 
activity in industry, although it has been 
tempered by excluding foreign companies 
and those large industrial undertakings 
which fall within the purview of the 
MRTP Act from the new decision. The 
foreign companies and other industrial 
undertakings falling within the purview 
of the MRTP Act, of course, can under¬ 
take research and development in areas 
covered by appendix I to the industrial 
licencing policy of statement of 1973. 
But their proposals for setting up indus* 
trial capacity based on this effort are 
envisaged to be examined and allowed by 
the government on merits. 

prior approval 

An undertaking covered by the 
MRTP Act or a foreign company seeking 
to embark on research and development 
activity in fields not covered by the 
above appendix will have to seek the 
prior approval of the department of 
Science and Technology. This depart¬ 
ment will consider the concerned propo¬ 
sals in consultation with the other 
administrative ministries and technical 
authorities of the government. The 
results of this consideration will be com¬ 
municated to the undertaking concerned. 
Only if approval is granted, the proposed 
R Sc D activity can be undertaken by 
a foreign company or an undertaking 
covered by the MRTP Act. The estab¬ 
lishment of industrial capacity based 
upon the approved R & D activity of 
these undertakings will then be ordi¬ 
narily allowed, subject to the priorities 
and the policies of the government. 

The third decision relates to engineer¬ 
ing industries which are particularly 
important from the export angle. Fifteen 
engineering industries have been allowed 
to grow at the rate of five per cent 
per annum up to a limit of 25 per cent 
in a Plan period. The growth could be 
in one or more steps in physical terms— 
automatically over and above their 
authorised capacity. This additional 
capacity will be over and above the 
normal permissible limit of 25 per cent 
production over the licensed/authorised 
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capacity. In effect, thus, the increase 
in capacity over a Plan period by an 
engineering units in the selected 15 lines 
of manufacture can go upto 31.25 per 
cent, instead of 25 per cent. 

As the above addition to capacity 
normally will not involve large invest¬ 
ments. since the expansion of an existing 
unit generally can be effected at a modest 
cost, the products of our engineering 
industries should become more competi¬ 
tive in the international markets. 

The 15 engineering industries covered 
by this decision are: (i) automobile 
ancillaries; (ii) castings and closed die 
forgings; (iii) tractors; (iv) commercial 
vehicles; (v) conveying equipment; (vi) 
diesel engines and pumps; (vii) cranes; 
(viii) earth-moving, mining and metal¬ 
lurgical equipment; (ix) hydraulic equip¬ 
ment; (x) industrial machinery, including, 
chemical plant and machinery; (xi) ma¬ 
chine tools; (xii) textile machines; (xiii) 
power transmission and distribution 
equipment (other than cables and wires); 
(xiv) power transformers; and (xv) 
switchgears. 

new guidelines 

As in the case of the addition to 
capacity as a result of a programme of 
modernisation or replacement of obsolete 
equipment, the decision on augmenta- 
tation of the existing capacities of the 
above 15 engineering industries lays down 
some conditions. These are : (i) the 
product-mix should not conflict with the 
items reserved for the small-scale sector; 

(ii) the investment requirements should 
be taken care of by the concerned under¬ 
takings themselves and the financing 
institutions should not be approached 
for any long-term capital loans, etc.; 

(iii) no import of capital equipment 
should ordinarily be envolved (where 
import of capital goods is envisaged, 
government would examine whether suita¬ 
ble export obligation should be imposed); 

(iv) the facility of automatic growth 
would not be extended to undertakings 
having subsisting foreign collaboration 
agreements with restrictive clauses in¬ 
hibiting exports, unless such clauses are 
removed. 

Undertakings engaged in the indus¬ 
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tries listed above and {tilfiltfng the above 
conditions can increale their capacities 
at the rate of five per cent per annum and 
upto a limit of 25 per cent in a Plan 
period without the requirement of ob¬ 
taining a “substantial expansion” 
licence under the Industries (Develop¬ 
ment and Regulation) Act. This is sub¬ 
ject to the condition that they are not 
dominant in the line of manufacture and 
also that the capacity utilisation in the 
concerned undestaking is satisfactory. 
The concerned undertaking has also to 
ensure that, in the process of utilising 
this facility, the foreign exchange earn¬ 
ings by way of exports are substantially 
higher than any outgo by way of royalty, 
dividends, etc., if any. 

In the case of dominant undertakings 
relating to the particular sphere of domi¬ 
nance, applications will be considered 
by a task force to be constituted in the 
department of Heavy Industry. This task 
force will consits of representatives of the 
other departments concerned, including a 
representative of the department of 
Company Affairs. An application sub¬ 
mitted to the task force will be deemed 
to be an application submitted under 
the MRTP Act and no separate applica¬ 
tion under section 21 of that would be 
necessary in such cases. 

* * 

The final tally of our external trade 
during the last financial year has revealed 
that our exports in this year were higher 
by Rs 51 crores than the figure indi¬ 
cated provisionally at the last meeting of 
the Board of Trade held here a few days 
ago. At Rs 3304 crores, they registered 
a rise of about 31 per cent—Rs 781 
crores—over the Rs 2,523 crores exports 
in 1973-74. 

Our imports last year, however, ag¬ 
gregated to Rs 4,348 crores. We thus, 
had in 1974-75 an adverse trade balance 
of Rs 1,044 crores. The increase in 
imports last year has worked out to 
about 49 per cent—eight per cent less 
than in the previous year. The 31 per 
cent increase in exports in 1974-75 com¬ 
pares with 28 per cent improvement in 
1973-74 and 22.5 per cent rise in 1972-73. 
Imports had registered in 1973-74 a jump 
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of nearly 57 $er cent* m against 49 jpg 
J*r cent in 1174-75. they bad goneup 
in 1972-73 by bnly 2.4 per emit; 

Whereas the marked rise in imports 
last year as well as in the previous year 
is attributed primarily to the increased 
requirements of fertilisers and food and 
the jump in their prices as well as those 
of crude oil, the sizeable improvement in 
exports is attributed both to higher unit- 
values and quantitative increase in 
several traditional and non-traditional 
commodities sold abroad. 

rise in exports 

During 1974-75, exports of sugar, 
rice, iron and steel scrap, chemicals and 
other products, manganese ore, engine¬ 
ering goods, cashew kernels, tea, jute 
manufactures, iron ore, apparels, foot¬ 
wear, spices, tobacco and coffee went up 
by 694, 161,108 84, 82, 75, 59, 53, 30, 21, 
41, 51, 11, 18 and 12 per cent, respec¬ 
tively. Marked increases quantatitive- 
wise were witnessed during this year in 
the exports of sugar, tea, jute manufac¬ 
tures, cashew kernels, t ice, finished leather 
and tobacco. 

The year 1974-75, however, witnessed 
setbackes in the exports of certain other 
commodities. These included oilcakes, 
(-46 per cent) marine products (—26 per 
cent), cotton piccegoods (—20 per cent), 
handloom piecegoods (—10 per cent) and 
leather manufactures (—16 per cent). 

Direction-wise, our exports went up 
last year to all the trading regions. The 
highest increase was registered in the 
exports to the African region, including 
Sudan and the Arab Republic of Egypt 
(ARE). Exports to Sudan rose from Rs 
106 crores to Rs 665 crores and those to 
the ARE from Rs 149 crores to Rs 525 
crores, representing a rise of 258.5 per 
cent and 253.5 per cent respectively. 
Exports to the other African countries 
increased from Rs 102 crores to Rs 235 
crores. The spurt in exports to Sudan 
was primarily due to sugar and in the 
case of the ARE owing to sugar and 
tea. 

Although our trade with the Latin 
American region has been rather small due 
to the distance between our country and 
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this legion as well as the information 
gapbout the markets in Latin America* 
exports to this region went up to Rs 198 
crores from Rs 121 crorcs in 1973-74. 

Exports to North America last year 
filise by about 11 per cent—from Rs 377 
crorcs to Rs 420 crores. At Rs 376 
crorcs, exports to the USA were higher 
by about eight per cent, as compared to 
Rs 346 crores in 1973-74. Exports to 
Canada at Rs 44 crores registered a rise 
of 42 per cent over the figure of Rs 31 
crores for 1973-74. Exports to the USA 
increased on account of higher proceeds 
in the case of sugar, finished leather, 
engineering goods footwear and clothing. 
Exports of cotton piecegoods, jute manu¬ 
factures and cashew kernels to the USA, 
however, registered some decline. 

decline to ECM 

, Exports to the enlarged European 
Common Market last year were not as 
impressive as in the preceding year. As 
against a growth rate of 45 per cent 
achieved in 1973-74 with exports to this 
region in that year going up to Rs 600 
crores, the exports last year at Rs 689 
crorcs were higher by only 13.2 per cent. 
Exports to the UK increased by 17 per 
cent—from Rs 263 crorcs to 307 crores. 
While the exports of lea, tobacco, engine¬ 
ering goods, rice, finished leather and 
footwear to the EEC increased last year, 
those of cotton piecegoods, oilcakes, semi- 
processed leather and cashew declined. 
Exports to Wesi Germany and France 
also increased by 22 per cent and 70 per 
cent respectively. 

The east European nations lifted last 
ytar from our country goods worth Rs 
681 crores, as against 468 crorcs worth 
in the previous >ear (40 per cent 
increase). Exports to the Soviet Union 
went up from Rs 286 crorcs to as much 
as Rs 418 crores. The increase Was 
primarily accounted for by increased 
offtake by this country of our jute manu¬ 
factures, cashew kernels, finished leather, 
tea and coffee. The USSR emerged last 
year as the largest buyer of our goods. 
It was followed by the USA, the UK and 
Japan. Exports to Poland and. Czecho¬ 
slovakia went up sizeably. There was, 

eastern economist 


however* some decline in exports to 

Bulgaria and Hungary. 

The Asian and the Australian markets 
accounted for nearly 36 per cent of our 
total exports last year. Exports to these 
regions went up to Rs 1189.44 crores 
from Rs 880 crores in 1973-74. Fxporls 
to the ESCAP region (Economic and 
Social Council for Asia and Pacific) were 
higher by 23 per cent. In this region, 
the decline of about 18 per cent in the 
exports to Japan was an unhappy deve¬ 
lopment. It was due mainly to reduced 
purchases by Japan of oilcakes, cotton 
piecegoods, fish and semi-processed 
leather. 

There was a pronounced improvement 
in our exports to the Gulf countries lifted 
from here last year goods worth Rs 289 
crores, as against Rs 142 crores in 1973-74. 
Exports of sugar, tea, jute manufactures, 
cotton piecegoods and cement to these 
countries went up markedly. 

As a result of the impressive increase 
in exports during the last three years, 
the union minister for Commerce, Prof 
D. P. Chattopadhyaya has expressed the 
view that notwithstanding some unfavou¬ 
rable factors in the world economy today, 
the current financial year's export target 
of Rs 3.800 crorcs would be reached. 
He expressed optmisms last week that 
the overseas buyers of our goods would 
regain their buoyancy by the end of 
the current year. The various 
measures taken by the government in 
the recent past (including those seeking 
to facilitate augmenting of industrial 
capacity), the easier power and raw 
materials situation, the improved indus¬ 
trial relations and transport facilities, 
etc., he hoped, would go a long way in 
realising this year's export target. 

* * 

The new drugs policy officially stated 
to have been finalised at a high-level 
meeting convened here last week by the 
union minister for Petroleum and Chemi¬ 
cals, Mr K. D. Malviya, is envisaged to 
accord high priority to the bulk pro¬ 
duction of essential drugs, the indigenous 
output of which is either inadequate or 
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non-existent at present. These critical 
drugs have been identified reccnly 
by the Hathi committee. The manufac¬ 
ture of some of them has already been 
included in the expansion plans of the 
Indian Drugs and Pharmaceuticals Ltd. 

The production of antibiotics, sulpha 
drugs, vitamins, anti-TB formulations, 
steriods, anti-bacterial drugs and hor¬ 
mones is proposed to be stepped up 
substantially. Both the public and the 
private sectors would be assigned specific 
roles for raising the output of these 
drugs particularly and cf the other medi¬ 
cines in general. In line with the 
current policy of the government, the 
public sector will have a much bigger 
role to play than hitherto in filling the 
critical gaps in the manufacture of essen¬ 
tia] drugs, although every encourage¬ 
ment will be provided to the private 
sector units - both foreign and Indian— 
to go in for the production of bulk 
drugs. The total output of drugs in the 
country is to be raised by ihe end of 
1978-79 to about Rs 600 crores worth 
from nearly Rs 350 crorcs worth at 
prcscrit. 

The public sector units are also en¬ 
visaged to be allowed to go in for formu¬ 
lations on a much larger scale than they 
are doing at present. IhK it is felt, 
will help in impioving their profitability. 

Besides raising the production of 
essential drugs, the new policy will 
broaden the distribution mechanism. 
The ministry of Petroleum and Chemi¬ 
cals would arrange bulk supplies 
of essential drugs to the ministry 
of Health and the central depart¬ 
ment of Civil Supplies which, in turn, 
would arrange marketing through the 
public distribution ,system,. particularly 
in the rural areas. Under another scheme, 
some public sector undertakings, such as 
the Indian Oil Corporation, are pro¬ 
posed to be .associated with the distri¬ 
bution of essential drugs and popular 
medicines. These drugs and medicines 
are proposed to be made available, to 
begin with on a pilot scale, for sale at 
the retail outlets and petrol pumps of 
the IOC. 
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POINT OF VIEW 


Performance 


5. P. Kumar 


A number of development banks have 
been set up both at national level and 
the state level to promote and accelerate 
the process of planned industrial deve¬ 
lopment in their identified areas of ope¬ 
ration, translating the objectives and 
strategics outlined in industrial policies 
and five-year Plans from time to time. 
Each of these development banks claim 
to have more than achieved this objec¬ 
tive with the help of monetary and other 
resources at its command. All these 
banks have built up their monetary re¬ 
sources through the employment of 
suitable financial instruments vi 7 ., issue 
of bonds and debentures at a nominal 
fate of interest on an average of 6 per 
cent guaranteed by either the respective 
state government or the central govern¬ 
ment. These resources are invested in 
the form of long term and short term 
loans. These loans are advanced at a 
higher rate of interest ranging between 
9 per cent to 12 per cent depending 
upon the nature of the advance. In ad¬ 
dition to investing its funds in the form 
of long term and short term loans, it 
subscribes to equity shares of the assis¬ 
ted units and also indulges in buying and 
selling of shares and securities. The 
major source of revenue is due <0 return 
on investment in the form of long term 
and short term loans. The part of the 
revenue is also due to dividend income 
and capital gains on sale and purchase 
of shares and securities. 

common standard 

The development banks have been 
adopting one common standard of eva¬ 
luation of its performance vis-a-vis their 
objective of promoting and accelerating 
the growth of industrial development in 
their area of operation. This common 
standard is %i the amount of investment ex¬ 
pected to be catalysed through its invest¬ 
ment in the assisted units on the basis 
of sanctions 0 . 

But the question arises Docs this 
common standard really evaluate its 
performance? Does it vividly depict the 
success and failures in its operations? 
Should this common standard be accep- 


appraisal of 

development banks 


ted as the only criterion for evaluation 
of its |>erformance? Can we think of an 
alternative yardstick to evaluate its per¬ 
formance to overcome the shortcomings 
of this common standard? The objec¬ 
tive of this article is to answer some of 
these questions and suggest a viable al¬ 
ternative to the present common stan¬ 
dard to evaluate the performance of the 
development hanks. 

The contention of the development 
banks is that they should not be evalua¬ 
ted on the amount of profits generated 

Tabu I 


over many years of its operation, as 
profit making is not the objective of 
these institutions. This is acceptable. 
Does this contention alone justify the 
adoption of this common standard of 
amount of investment expected to be 
catalysed through its operations? The 
answer to this question is certainly not m 
the affirmative. This fact compels for a 
deeper analysis to arrive at a suitable, 
acceptable and aviable alternative to this 
common standard. 

The valid critenon to evaluate ihe 


(Rs. Lakhs) 


Yrs. 


Investments Value of Value of production 

< Rs) Production Ratio=- 

(Rs) Investment 


Rate of increase 
of Ratio (4) 
(Base Yr: First 
Year) 


1 

1 

2 

3 

4 



5 


8 

0 

10 


Tabu U 


yrs. 

Iincst- 

mrnt (K s) 

Operat¬ 
ing Capa¬ 
city (Rs) 

Id le 
Capa¬ 
city (Rs) 

Idle 

Capa¬ 

city 

Idle 

Capa¬ 

city 

Rate of incr¬ 
ease of Ratio 
(h) (Base Yr. 
1st Yean 





Operating 

Capacity 

Invest¬ 

ment 

1. 

1 

3 

4 

5 

6 
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performance of a development bank lies 
in its very objective of promoting and 
accelerating the process of industrial 
development. In order to judge the 
performance of the development bank, 
it is only imperative to identify certain 
indicators relating to the specific aspects 
of industrial development and study the 
rate of growth of these indicators in the 
region where the development bank is 
operating. It is possible to consider 
numerous indicators relating to many 
aspects of industrial development. How¬ 
ever such an analysis is not only elabo¬ 
rate but also time consuming. Thus 
it is enough to make an analysis of 
certain indicators relating to the specific 
aspects of industrial development such 
as production, labour and employment, 
and operation to establish if any rapid 
industrial development occurred in rela¬ 
tion to the total investment during the 
period of operation of the development 
bank. 

The Analysis: A time period of the 
first 10 years of operation of a develop¬ 
ment bank is assumed for analysis. A 
proforma of two tables is given to ob¬ 
serve the ratio of production to invest¬ 
ment and the ratio of idle capacity to 
investment. 

method of analysis 

The analysis as shown in Tables 1 
and II is required to be done at cons¬ 
tant prices, otherwise it will show erro¬ 
neous results. 

From Table I, it can be observed 
whether the ratio of production to in¬ 
vestment is maintained at a value as 
projected in the project reports and 
whether this ratio is steadily increasing 
over the years or not. This ratio will 
show increasing trend as the operating 
capacities of most of the units are rea¬ 
ched in phases spread over a few years, 

The rate of increase of ratio of value 
of production to investment is compared 
with the rate of increase of ratio of gross 
value of production to gross investment 
of the private corporate sector as a whole 
for the corresponding period. A com¬ 
parison of these two ratios reveals 
whether the degree of contribution of the 
development bank to economic growth 
via value of production has been signi¬ 
ficant over the years or not. 

From fable II, it can be observed 
whether the ratio of idle capacity to in¬ 
vestment is increasing or otherwise and 
its trend over the years. 

The rate of increase of ratio of idle 


capacity to investment is compared with 
the rate of increase of ratio of gross 
idle capacity to gross investments for the 
private corporate sector as a whole for 
the corresponding period. A compari¬ 
son of these two ratios reveals the con¬ 
tribution of investment by the develop¬ 


ment bank towards the increasing rate 
of creation of idle capacity. 

From proforma Tables III, IV and V 
the following observations can be made* 

(1) The rate of increase of the 
strength of factory workers to invest- 

LF. Ul 


Yrs. 

Population 
(in Lakh Nos.) 

No. of Factory 
Workers per 1,000 
of Population 

Rate of Increase 
of Factory Work¬ 
ers to Invest¬ 
ment 

(Base Yr: 1st Yr.) 

1 

2 

3 

4 

1 

2 

3 

4 




9 

10 






Table IV 


Yrs. 

Average Annual 
Earnings per 

Worker 

(a) (b) 

Rate of Incicasc of Average 
Annual l arninps per Worker 
(Base Yr. 1st Yr) 

(a) <b) 

Rate of Increase 
of Investment 
(Base Year :I Yr.) 

1 

2 

3 

4 


1 

2 

3 

4 


9 

10 


(a) Employees earning less than Rs. 200 p.m. 

(b) Employees earning less than Rs. 400 p.m. 


Tabu: V 


Yrs. Persons Employed Value of Industrial 

(Lakhs Nos.) Production 

(Lakh Rs) 


Rate of Increase of 
Ratio of Persons 
Employed to Value 
of Production 


1 

2 

3 

4 
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mcnt over the years of operation of the 
development bank* 

This rate of increase of strength of 
factory workers to investment is com¬ 
pared with the rate of increase of gross 
strength of factory workers to gross 
investment for the private corporate 
sector as a whole for the corresponding 
period. 

(2) The average earnings per worker 
in both the categories fa) employees 
earning less than Rs 200 p.m. and (b) 
employees earning less than Rs400 p.m. 
and its rate of increase in relation to 
rate of increase of investment. 

This rate of increase of average 
annual earnings per worker in both 
categories is compared with the rate of 
increase of average annual earning per 
worker in both categories for the private 
corporate sector as a whole for the 
corresponding period in relation to rate 
of increase of gross investment. 

(3) The rate of increase of number 
of persons employed in relation to value 
of production. 

This rate of increase of the number 
of persons employed in relation to value 
of production is compared with the rate 
of increase of gross number of persons 
employed in relation to gross value of 
production for the private corporate 
sector as a whole for the corresponding 
period. 

The above analysis is also lequired 
to be done at constant prices. 

contribution to employment 

The above comparison reveals the 
contribution of investments by the deve¬ 
lopment bank to economic growth via 
employment of workers. If the average 
earning per worker has been significant 
over the years or not is estimated. 

From proforma Tables Viand VII the 
total gross profit as a percentage of 
capital employed and total dividend as 
a percentage of paid up capital and 
reserves can be analysed. 

The ratios of profit to capital emp¬ 
loyed and dividend to paid up capital 
and reserves is compared with the cor¬ 
responding ratios for the private corpo¬ 
rate sector as a whole for the correspon¬ 
ding period and thus the contribution to 
economic growth via generation of pro¬ 
fits and dividends over the years is 
established. 

The proforma Table VHI shows 


the per capita expenditure in the area that of the country as a whole for the 
of operation of the development bank corresponding period and the significant 
and its trend over the years of involve- contribution, if any, is established, 
ment of the development bank. This per 

capita expenditure is compared with A comparison of two growths of in- 




Table VI 

(Rs lakhs) 
(at constant prices) 

Yrs. 

Total Gross Profit 

Total Capital 
Employed 

Percentage of Total 
Gross Profit to Cap¬ 
ital Employed 

1 

2 

3 

4 

1 

2 

3 

4 




9 

10 






Table VII 

(Rs. Lakhs) 

(at constant prices) 

Yrs. 

Total Dividends 

Total Paid up 
Capital and 
Reserves 

Percentage of Dividends 
to Paid up Capital and 
Reserves 

1 


3 

4 

1 

2 

3 

4 




9 

10 




Note : 

Tax cut at source on dividend income is included 
lax provision 

in “dividend” and not in 

Table VIII 

Per Capita Expenditure 

Particulars Firt 

Year 

After After 

5 Yrs 10 Yrs 

% Distribution of Total 

1 Yr After After 

5 Yr. 10 Yr. 

1 

2 

3 4 

5 6 7 


Foodgrains 

Milk & milk products 
Total of food items 
Clothing 
Fuel & light 
Rent & taxes 
Miscellaneous 
Total of non-food 
items 
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dexes reveals the degree of contribution 
of development banks. It can be estab¬ 
lished whether the contribution of the 
development bank to economic growth 
via capital formation has been significant 
over the year or not. 

The figures in column (2) Table X are 
available in George Resen’s “Some As¬ 
pects of Industrial Finance in India”. P. 
120, and may be taken generally speaking, 
as those generated by the private corporate 
sector. The rupee figures could be in 
current rupees. The figures in column 
5 can be calculated on 3:1 capital-output 
ratio basis. These figures will be crude 
estimates. The figures in columns 3 & 6 
can be calculated thus yt—yt-i 

- X100 

yt-i 

Where Yt represents gross value added 
Yt- t , the gross valve added in present 
year. With the help of data in Table 
X, an attempt can be made to evalute 
the role of development banks from the 
point of view of gross value added to 
GNP. 

One of the major doubts which 
occur during the above analysis is. 
should the data from unsuccessful ven¬ 
tures in spite of involvement of develop¬ 
ment bank with them be considered or 
not. Are the development banks accoun¬ 
table for the dismal performance of 
the industrial units in which they have 
invested ? If so, for what period should 
they be held responsible ? 

banks’ responsibility 

Development banks cannot dis¬ 
own the responsibility for the depressing 
performance of the assisted units during 
the period of their association with them. 
This is mainly because the development 
banks are required to appraise the pro¬ 
spects of a unit during the repayment 
period of their long term loans and in¬ 
terests thereon spread over a period of 
almost ten years including the period of 
moratorium of two years, apart from 
considering other factors. Develop¬ 
ment banks are required to hive con¬ 
sidered all factors influencing the econo¬ 
my as a whole and the industry to which 
the unit belongs, in particular at the 
time of appraisal. The success of assis¬ 
ted industrial units reflects the success of 
the development banks during their as¬ 
sociation with industrial units. They have 
freedom to invest or not to invest in an 
industrial venture, based on many factors 
—technical feasibility, financial feasibi¬ 
lity, market feasibility and the calibre of 
the promoters. The loss of production, 
loss of opportunity of employment, loss 
of profits and dividends as a result of 
failure of industrial ventures in spite of 


all help by the development bank have 
to be taken into account while assessing 
the performance of the development 
bank. This aspect of failure of indus¬ 
trial ventures and its effects are not re¬ 
vealed in the common standard, “amount 
of investment catalysed.” 

The common standard “amount of 
investment expected to be catalysed on 
the basis of sanctions” conceals the failu¬ 
res of the development bank on two 
counts. 

The time lapsed between the time of 
sanctions and time of disbursements of 
financial assistance is not reckoned here. 

Secondly there exists at yawning gap 
between amount of disbursement and the 
amount of sanaction of financial assis¬ 


tance. This factor is also buried under 
this common standard. 

If this kind of analysis indicates sub¬ 
stantial growth and an appreciable rate 
of growth over the years in its area of 
operation, the success of operation of 
development bank is established. 

Development banks are tempted 
to take the entire credit for themselves 
in their area of operation, for the simple 
reason that it is not possible to establish 
whether the same promoters would have 
ventured these projects either in the same 
industrial area or elsewhere wiLh their 
own capital in the absence of the deve¬ 
lopment bank operating and offering 
financial assistance. Presuming the 
promoters would have invested in 
certain ventures feasible in relation 


Tabu. IX 

Indexes of growth of Capital f ormation in the Private Corporate Sector and of 
that Generated by the Development Bank During its Period of Operation 


Yrs 


o> 


Gross Capital For¬ 
mation in the Pri¬ 
vate Corporate 
Sector 
(Rs lakhs) 

( 2 ) 


Index of growth 
of Column (2) 


0 ) 


Aggregate Finan¬ 
cial Assistance by 
Development 
Banks 
(Rs. lakhs) 

(4) 


Index of 
growth of 
column 


(5) 


1 

2 

3 

4 


9 

10 


Notes 

: The averages of figure of columns 2 and 4 for the first 3 years could be used 
for base year period for data in columns 3 and 5. The 3 yearly averages of 
figures in Colmun 3 and 4 are taken as base 100. The development bank’s 
contributions are included in column 2. 

Table X 

Gross Value Added to GNP by the Private Organised Industrial Sector and that 
Generated by Development Bank 

Yr. 

Gross Value 

Growth Development 

Gross Value 

Growth 


Added by the 

Rate of Bank’s Invest- 

Generated 

Rate of 


Private 

Column 2 ment 

Through Deve- 

Column 


Corporate 
(Rs. lakhs) 

Rs, lakhs 

lopment Banks 
(Rs. lakhs) 

(5) 

o) 

(2) 

(3) (4) 

(5) 

(« 

1 

2 

3 

4 

9 

10 
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to their capital, would they have invest¬ 
ed in the area of operation of the deve¬ 
lopment bank is not possible to ascer¬ 
tain. Even if these promoters had inves¬ 
ted their capital in certain ventures in 
metropolitan centres from where in fact 
most or all of them come, the con¬ 
tribution to the industrial development 
of that area is again not possible to as¬ 
certain. In the light of these uncertain¬ 
ties, the total credit for industrial deve¬ 
lopment of certain area is claimed by the 
development banks. 

Since in the mixed economy in India, 
the private sector has been assigned a 
large role, the Planning Commission re¬ 
alised that the accomplishment of indus¬ 
trial targets depends considerably on the 
volition and initiative of the private sec¬ 
tor. The Planning Commission suggests 
that for the accomplishment of the pri¬ 
vate sector’s objectives, it could be 
necessary “to guide and channelise the 
assistance by financial institutions in 
accordance with the priorities of the pri¬ 
vate sector programme as indicated in 
the plan.” 

As the development banks have been 
set up either by the state government or 
the government of India with the specific 
purpose to act as tools of economic plan¬ 
ning, it is essential to study how effecti¬ 


vely they have played this role over many 
years of their operation. 

The major objectives and strategies 
outlined in industrial policies of the gov¬ 
ernment and the national plans are as 
follows. 

1. Development along socialist lines 
to secure rapid economic growth 
and expansion of employment. 

2. Prevention of concentration of 
economic power. 

The strategy to achieve the conflict¬ 
ing objective of self-sustained growth and 
immediate increase in employment oppor¬ 
tunities was to adopt a policy of encou¬ 
raging labour intensive techniques in 
consumer goods industries even as the 
capital intensive sector of heavy indus¬ 
try was being expanded rapidly. 

The strategy to achieve the objective 
of prevention of concentration of econo¬ 
mic power is to adopt the policy of wid¬ 
ening opportunities for new entrants in 
the promotion of new industrial ventures 
through effective exercise of the govern¬ 
ment’s powers of control and regulation 
and use of appropriate fiscal measures. 

An outstanding feature of the fourth 
five year Plan vv^ its emphasis on “the 


common man, the weaker sections and 
the less privileged.” It is also laid down 
by the Planning Commission that plan¬ 
ning should result in greater equality in 
income and wealth and that the benefits 
of development should accrue more and 
more to the relatively less privileged class 
of society. In the background of these 
declared objectives and strategies for in¬ 
dustrial development, the pertinent ques¬ 
tions for which answers are required to 
be sought during the operation of a deve¬ 
lopment bank are;—(1) How successful 
are the development banks in encourag¬ 
ing new and local entrepreneurs and dif¬ 
fusing entrepreneurship? (2) Who are 
the beneficiaries of the operations of the 
development banks? Are they dominant 
and established businessmen or new en¬ 
trepreneurs ? (3) Have the development 
banks assisted labour intensive projects 
in the consuifcjr goods sector? (4) What 
specific efforts*£rc made and success 
achieved regarding the elimination or re¬ 
duction of regional economic imbalances 
in its area of operation? (5) . What has 
been the pattern of investment by the de¬ 
velopment banks? Have they contributed 
satisfactorily to the building up of comp¬ 
lexes of industries, so as to accelerate the 
pace of industrialisation or coa^pntrated 
their investment in traditional goods ma¬ 
nufacturing. (6) What has been the aver- 
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age time between the time of sanctions 
and time of disbursements ? (7) What is 
the percentage of the amount of disburse* 
meats to thc amount of sanction? 

, . , ( K‘ 

If the answers to the above questions 
are:positive and conscious efforts have 
been made in translating the declared 
objectives and appreciable rcsulis have 
been achieved over the years, one can 


conottide that the operation of the deve¬ 
lopment bank is a success. 

A two-stage analysis of the operations 
of the development bank is suggested 
above, if the operations of the develop¬ 
ment Bank stands the test of this two- 
stage analysis, the development bank 
has established the success of its opera¬ 
tions. 
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Impact of nationalisation on farm finance 

Dr C. D. Singh & Dr R. D. Sharma 


Two vii al considerations have been the 
guiding principles of the recent spurt in 
the agencies supplying farm credit; First, 
the spread of green revolution through 
the length and breadth of the coun¬ 
try is essential lor the stability of the 
economy, and second, the provision of 
cheap and sufficient credit constitutes a 
powerful to<d lor transformation of tra¬ 
ditional (culture into progressive and 
self-sustained one. The process of trans¬ 
formation becomes smooth when the pro¬ 
vision of right amount and right kind of 
credit is joined with better managerial 
aptitude on the pail of farmers. Though 
the transformation of traditional agricul¬ 
ture calls for a combination of diverse 
factors 1 , yet the role of managerial apti¬ 
tude and adequate credit cannot be mini¬ 
mised which, by setting the tone and 
tempo of agrarian growth, pave the way 
for oilier factors to take their due posi¬ 
tions in course of time. 

colossal problem 

The problem of agi {cultural bounce 
in India, like that of other underdevelop¬ 
ed countries, is both quantitative and 
qualitative. It is colossal from the stand¬ 
point of credit requirements* and inade¬ 
quate and serious from the standpoint of 
agencies supplying it. a Of late, particu¬ 
larly during the decade 1761-71, many in- 
stitutions'havc been made to opejale in the 
crucial agricultural sector of the economy. 
The follow-up action on the survey com¬ 
mittee report, even during a very brief 
period, vividly revealed that the citadel 
of money lenders is not a protected one; 
it can be successfully invaded if the pro¬ 
blems are conceived imaginatively, the 
defects are located and appropriate solu¬ 
tions are found thereof. As a conseque¬ 
nce, the decade 1961-71 has been re¬ 
markable for a major shift in policy i.c., 
the adoption of multi-agency approach 
in place of single-agency approach. 
Thanks to the ever-growing interest of 
the Reserve Bank of India, the agricul¬ 
tural sector is being served with a net¬ 


work of institutional agencies, viz. co¬ 
operatives, public sector banks including 
the State Bank group, private sector 
banks. Agricultural Finance Corporation, 
Agricultural Refinance Corporal ion, 
SFDA. MFDLand others. 

As a consequence of institutional 
’boom*, so to say, not only the sphere of 
institutional credit widened further dur¬ 
ing this decade, the quantum and met¬ 
hods of financing agriculture also under¬ 
went incredible changes. The object of 
this article is to assess the role of only 
one agency, i.c. public sector banks and 
take stock of their points of strength and 
weaknesses. 

The enunciation of social control over 
banks and, later, the nationalisation of 
major commercial banks, with deposits 
of Rs 50 crores and above, have been a 
watershed in principles and practices of 
banking in India. Prior to nationalisa¬ 
tion. commercial banking in India, pat¬ 
terned more or Icns on the British system, 
was content to adhere to ‘real bills doc¬ 
trine.’ In terms of the doctrine, the banks 
did not cross the frontiers of short-term 
capital requirements of industry and com¬ 
merce and ensured the safety by provid¬ 
ing self-liquidating loans. The long¬ 
term credit needs did not figure promi¬ 
nently in the credit portfolio of commer¬ 
cial banks. 

superimposed pattern 

The Indian banking system took the 
cue from th; British banking system 
and did not attune its attitude and 
lending operations to suit the needs of a 
developing economy. The British pattern 
was superimposed on an economy which 
was fundamentally different in structure 
and .composition. Instead of being a 
catalytic agent of economic growth and 
involving themselves in the planned effort 
at transformation of the economy, the 
banking system remained a mute specta¬ 
tor of massive attempts being under¬ 
taken to lift the economy to a new, higher 
plane. As late as in March-end 1967, 


agriculture, which contributed a little 
over 50 per cent of national income, re¬ 
ceived only a little more than two per 
cent of bank credit; while industry, which 
contributed hardly one-fifth of national 
income, appropriated nearly two-thirds 
of bank credit. Mote than four-fifths of 
bank credit went to industry, and com¬ 
merce which accounted for roughly one- 
third of national income. 4 

However, to be fair, all the blames 
cannot be laid at the door of commercial 
banks. The intrinsic weaknesses and 
peculiarities of farm operations did not 
induce the banking system to come to 
grips with their problems. Agriculture 
did not measure up to the lequiremcnts 
of bank loans in rexp:ci of security, cre¬ 
ditworthiness and certainty of repayment. 
The peculiarities of farm o|i:ral«on, min¬ 
gled with the indifferent attitude of the 
banks, made bank lending to agriculture 
prior to nationalisation a dismal story. 
The data in this connection have been 
presented in Table l. 

indifferent attitude 

The share of agricultural sector in 
total credit was itself indicative of the 
indifferent attitude of the banking system 
towards the biggest industry of India. 
After remaining almost stagnant in per¬ 
centage terms for about a decade, the 
share declined in subsequent years. It 
got n small kick-up under the scheme of 
social control over them, the share of 
agricultural credit rising to about 45 cro¬ 
res of rupees in 1968 from a paltry four 
crores of rupees in 1965. 

Nationalisation brought in it - liain a 
number of profound changes in organi¬ 
sational, altitudinal and operational set 
up of banks. A marked deviation from the 
past dominated the banking scene in res¬ 
pect of branch expansion and credit 
distribution. In tune with the objectives 
set out by the Banking Companies (Ac¬ 
quisition and Transfer of Undertakings) 
Act, 1969, the banking system provided 
berth for neglected areas, neglected 
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sectors and neglected people. Indian 
banking, attired in the principles and 
practices of British banking, showed a 
miraculous power of built-in flexibility 
and it did not hesitate to travers the un¬ 
charted routes of economic growth 
with social justice. As a consequence, 
rural centres became the focal point of 
branch expansion and agriculture occupi¬ 
ed the pride of place in respect of bank 
credit among priority sectors. The 
data regarding branch expansion pro¬ 
gramme of public sector banks have been 
presented in Tabic II. 

outstanding facts 

Two facts stand out clearly from the 
perusal of Table 11. First, within five 
years of nationalisation, commercial 
banks have more than doubled their 
branches in comparison to the 
number on the eve of nationalisation. 
To put it more succinctly, in more than 
two decades prior to nationalisation, 
commercial banks were content with 
8,262 offices, whereas within half a 
decade they have opened up an impres¬ 
sive 8674 branches. Second, rural areas, 
i.e., areas with a population up to 10,000 
have been given preference in respect 
of new branches, the percentage share 
moving up from 22.4 in June 1969 to 
36.5 per cent in June 1974. Similar 
trend has been noticeable in respect of 
credit distribution too. The neglected 
sectors in pre-nationalisation years tur¬ 
ned out to be priority sectors of post¬ 
nationalisation years and in this process 
public sector banks girded up their loins 
to meet the new challenges set by econo¬ 
mic policy and discharge the true role of 
development banks. 

In the field of farm financing too, 
public sector banks have many achieve¬ 
ments to be genuinely proud of. The 
banks devised a number of novel schemes 
comprising, inter alia, opening of agri¬ 
cultural branches, simplification of loan 
application procedure, differential in¬ 
terest scheme, delegation of adequate 
discretionary powers to the bank agents, 
adoption of villages and group loans. 
The State Bank has taken the lead 
in opening agricultural development 
branches, the total being 146. Not only 
that, it provided both direct and in¬ 
direct finance to the farmers to meet the 
varying needs of progressive agriculture, 
such us, investment in agriculture, 
minor irrigation, land development, 
farms mechanisation, dairy development, 
fisheries, purchase of seeds, manures 
and tractors and so on. Initially the 
banka,; confined their lending operations 
to tjjpa well-off, credit-worthy farmers, 
but subsequently, under the dictates of 
radical economic policy and due to 
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their preponderance in the Indian agrarian 
structure, small and marginal farmers 
were increasingly added to the credit 
list of commercial banks. 

Quantitatively speaking, the advances 
to agriculture increased from Rs. 162 
crores in June 1969 to Rs 429 crores in 
March 1973, i. e. by 164 per cent during 
a period of nearly four years. The pro¬ 
portion of their advances to agriculture 
to total bank credit of these banks, 
which formed 5 4 per cent in June 
1969, increased to 8.4 per cent in March 
1973 and further to 9 per cent in Sep¬ 
tember 1973. The rapid strides made 
by public sector banks in the domain 
of farm financing have set a fresh wave 
among farmers to exploit the techno¬ 
logical possibilities of agriculture. The 
progress of the banking system appears 
quite impressive when its performance 
is compared with that of the co-opera¬ 


tive sector. The quantum of credit 
provided by commercial banks forms 
about two-thirds of the credit provided 
by the primary agricultural credit socie¬ 
ties for agricultural purposes. Within 
a short span, commercial banks have 
reached a level of agricultural finance 
which took nearly seven decades for the 
co-operatives to attain. 

The banks* massive entry in the 
field of providing direct finance to far¬ 
mers has been an offshoot of natio¬ 
nalisation. Of the total agricultural 
advances, direct finance, which stood at 
Rs 54 crores in June 1969, jumped to Rs 
84 crores in June 1970 and Rs 
236 crores in June 1971, Rs 267 crores 
in June 1972 and Rs 382 crores 
in September 1973. In percentage terms, 
direct finance provided to farmers in¬ 
creased from 24.8 per cent in June 1969 
to 63 per cent in March 1973. A similar 


Table I 

Financing of Agriculture by Scheduled Commercial Banks in India: 1951-68 

(In Rs crores) 


Year 


Total amount of Share of the 

scheduled bank agricultural sec- 

credit tor in total credit 

Agricultural credit 
as percentage of 
total bank credit 

1951 


584.2 

15.9 

3 

1953 


546.0 

23.0 

4 

1955 


635.4 

12.5 

2 

1957 


925.0 

22.9 

3 

1959 


1135.8 

25.7 

3 

1961 


1228.0 

6.0 

0.4 

1963 


1610.0 

4.0 

0.3 

1965 


2095.0 

4.0 

0.3 

1968 


3396.3 

44.6 

1.3 

Source: Compiled from various RBI Bulletins and Reports on 

Trend and Progress 

of Banking in India. 






Table II 


• 

Centre* ise distribution of Commercial Bank Offices 





(Rs crores) 

Centre 

Number of Offices as at the end of 

Percentage increas 





hetween Iiini- 1060 


July ’69 

% to Total 

June *74 %to Total 

to June *74 

Rural 

1832 

22.4 

6175 36.5 

50.1 

Semi-urban 

3322 

40.1 

5094 30.1 

20.4 

Urban 

1447 

17.5 

2891 17.0 

16.6 

Metropolitan 





port towns 1661 

20.0 

2700 16.4 

12.9 

Total 

8262 

100.0 

16936 100.00 

100.0 

Source: Reserve Bank of India Annual Report and Trend and Progress of Banking 


in India 1973-74. 

m 


AUGUR 29 , \9H 





s port can be noticed in the number of 
borrowal accounts, i.e., from 1.6 lakhs 
in June 1969 to over 11 lakhs in March 
1973, reducing the average amount per 
direct borrowal account from Rs 2,619 
in June 1970 to Rs 2,355 in March 
1973. Of the total borrowal accounts, 
49.2 per cent are in respect of short 
loans (including crop-loans) accounting 
for 28.6 per cent of the total direct 
finance provided by the public sector 
banks to agriculture, the average per 
account being Rs 1,370. 

Term loans cover 29.9 per cent of 
the borrowal accounts and 59.6 per 
cent of the total direct finance, the 
average per account being Rs 4691. 
Allied agricultural activities cover 20.9 
per cent of the borrowal accounts and 
11.8 per cent of the outstandings 5 , the 
averagC|per account being Rs 1327. Under 
term loans, minor irrigation purposes 


like sinking and deepening of wells and 
tubewells and installation of pumpsets 
and oil engines as well as other compo¬ 
site minor irrigation schemes have the 
pride of place both in terms of the 
number of borrowal account (74.2 per 
cent of the total) and the outstandings 
(53.8 per cent of the total); whereas 
term loans for acquiring tractors and 
other agricultural implements and mach- 
nery constituted 9.6 per cent of the 
total number of borrowal accounts and 
27.8 per cent of the ontstandings. 
Under loans for allied activities, dairy 
development has received the major 
attention both in terms of the number 
of accounts (2.8 per cent) and the 
amount outstanding (3.3 per cent). The 
data have been presented in Table HI. 

Similarly, the volume of inJirect 
finance, which stood at Rs 134 crores in 
June 1969, increased to Rs 159 crorcs 


Table III 

Direct Finance to Farmers by Public Sector Banks as on March 30,1973 



Purposes 

Number of 
Accounts 

Amount Outstan¬ 
ding (in lakh Rs) 

1 . 

Short term loans 

564296 

7732.26 



(49.2) 

(28.6) 

2. 

Term loans 

343182 

16099.36 



(29.9) 

(56.9) 

3. 

Allied activities. 

239481 

3177.54 



(20.9) 

(11.8) 

Composition of Term Loans 



(a) 

Sinking and deepending of wells and 

74247 

3258.69 


tube wells 

(21.6) 

(20.2) 

(b) 

Pumpsets/oil engines 

166499 

4495.83 



(48.5) 

(27 9) 

(c) 

Composite minor irrigation schemes 

14039 

919.85 



(4.1) 

(5.7) 

(d) 

Tractors and agricultural imple- 

32740 

4466.9X 


ments and machinery. 

(9.6) 

(27.8) 

(«) 

Plough animals (bullocks) 

7947 

117.42 



(2.3) 

(0.7) 

(f) 

Reclamation and land development 

16964 

750.14 . 


schemes 

(4.9) 

(4.7) 

(8) 

Construction of godowns, cold 

840 

9S.20 


storage. 

(0.3) 

(0.6) 

(h) 

Plantations 

1340 

1076.63 



(0.4) 

(6.7) 

(0 

Other term loans 

28566 

918.62 



(8.3) 

(5.7) 

Composition of loans for allied activities 



(a) 

Dairying 

31928 

881.55 



(2.8) 

(3.3) 

(b) 

Poultry farming, piggery and bee- 

• 7958 

491.90 


keeping. 

(0.7) 

(1.8) 

(c) 

Fisheries 

2986 

593.60 



(3.0) 

(2.2) 

(4) 

Other direct advances 

196609 

1210.49 



(17.1) 

(4.5) 


Source ; Reserve Bank of India Bulletin, April 1974. 


though its percentage share in the total 
advances made to agriculture by public 
sector banks came down. Under indirect 
finance, financing of the distribution of 
fertilisers and other inputs and loans to 
electricity boards for financing their 
well energisation programmes constitu¬ 
ted 44.3 per cent. The data regarding 
indirect finance have been presented in 
Table IV. 


Tabu- IV 

Indirect Finance to Farmers as on the 
30th March 1973 


Purposes 

No. of Amount 
Accounts Outstan¬ 
ding 

(in lakh Rs) 

1. Distribution of 

4*59 

5343.02 

fertilisers and 
other inputs. 

(3.8) 

(33.6) 

2. Loans to dec- 

134 * 

7035.43 

tricity boards. 

(0.1) 

(44.3) 

3. Loans to farmer 

102391 

1139.37 

through primary 
agricultural cre¬ 
dit societies. 

(829) 

(7.2) 

4. Other types of 

16272 

2363.68 

agricultural fin¬ 
ance such as 
loans to state 
tube-well cor¬ 
porations, agro- 
industries cor¬ 
porations, cus¬ 
tom service 

units, co-opera¬ 
tive marketing 
societies etc. 

(13.2) 

(14.9) 

Total 1 

2,3556 

15,881.50 


Source: Reserve Bank of India Bul¬ 
letin, April 1974. 

The impressive list of achievements 
outlined above contains some hidden 
inconsistencies and the picture of agri¬ 
cultural advances is not as bright as 
it appears to be. To being with, the 
rate of increase in agricultural advances 
has not been uniform. Whereas the year 
ended June 1970 witnessed an increase 
of Rs L40 crorcs (86.4 per cent), the 
rate of increase slowed down in 1971 
and 1972, being Rs 39 crores )12.9 per 
cent) and Rs 47 crores (13.8 per cent) 
respectively. During the period of nine 
months ended March 1973, the agri¬ 
cultural advances of public sector 
banks increased by Rs 41 crores. Added 
to the halting pace of agridittural ad¬ 
vances has been disparity in usdistri- 
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bution among various stales. The na¬ 
tionalised banks have concentrated 
their operations in the well-bank¬ 
ed states of Andhra Pradesh. 
Gujarat Maharashtra, Karnataka and 
Tamil Nadu. Taking into account the 
aggregate outstanding short term loans 
for all categories of borrowers in each 
state, Andhra Pradesh has the maximum 
outstandings at Rs 1972.41 lakh follow¬ 
ed by Tamil Nadu with Rs 1638.69 lakhs 
Maharashtra with Rs 1316.64 lakhs, 
Karnataka with Rs 654.94 lakhs and 
Gujarat with Rs 539.51 lakhs. 

These live states together accounted 
for 79.2 per cent of the total outstand¬ 
ing short-term loans as on March 1973. 
Similarly, of the total advances granted 
by public sector banks for minor irri¬ 
gation purposes at Rs 8634.37 lakhs, 
Maharashtra accounted for Rs 2265.41 
lakhs (26.1 per cent) followed by Gujarat 
with Rs 1530.54 lakhs (17.6 per cent) and 
Tamil Nadu with Rs 756.33 lakhs 
(8.7 per cent).' 5 

class disparity 

There has also been disparity among 
different classes of farmer-borrowers. 
Commercial banks have not provided 
liberal finance to small but potentially 
viable farmers who constitute the hub 
of Indian agrarian system by virtue of 
their sheer number. 1 he marginal/small 
farmers with holdings upto five acres 
accounted for 69 per cent of the bor- 
rowal accounts and 44.7 per cent of the 
outstanding short term loans; whereas 
medium,larger borrowers with holdings 
above five acres accounted for 31 per 
cent of total number of accounts 
and 55.3 per cent of the outstand¬ 
ing short term loans. Like-wise 
medium; large farmer-borrowers ac¬ 
counted for 64.4 per cent of the 
borrowa 1 accounts and S3 percent of the 
outstanding under development finance, 
the share of marginal/small farmers be¬ 
ing 35.6 per cent and 16 ( ) per cent res¬ 
pectively. Taking together short and 
medium/long term loans, the marginal/ 
small farmer-buriowcrs accounted for 
56.4 percent of aggregate borrowal ac¬ 
counts and 26 per cent of the outstand¬ 
ings; whereas the medium/large farmers 
availed themselves of74 percent of the 
outstanding loans in 43.6 per cent of the 
borrowa! accounts. 7 These figures de¬ 
monstrate the failure of nationalised 
banks to contain disparity between states 
as well as between different classes of 
farmers and social and economic ten¬ 
sion/ are raising their head to thwart 
the process of orderly and peacefuj 
changes to step up agricultural production. 

The post-nationalisation years have 


brought to the fore a host of problems 
in respect of agricultural advances. 
Though the Reserve Bank of India has 
attributed the slow-down in the rate of 
increase of agricultural advances to the 
increased attention given to reorganisa¬ 
tion and consolidation so as to improve 
the qualitative aspect of loans and effec¬ 
tive post-sanction supervision, yet the 
real answer seems to have been provided 
by Mr R. K. Talwar. To quote him, 
“We are chary of hasty and adventurous 
measures that seem glamorous at first 
sight but are difficult in execution and 
could be disastrous in results. After all, 
if out resources were to be frittered away 
in wasteful projects, the advocates of 
instant aid to priority sectors would be 
even more vociforous in condemning 
bank management. It is a rather simplis¬ 
tic notion if one were to believe that 
funds should have been injected into 
these sectors just because they were 
needed and available.* 

The major problems in the way of 
agricultural advances relate to the per¬ 
formance of rural branches, credit-wor¬ 
thiness, recovery and coordination. Ru¬ 
ral banks, which were supposed to dis¬ 
seminate growth factors in rural recon¬ 
struction by putting agriculture on a 
sound footing, have not come up to the 
expectation reposed in them. Most of them 
are yet in the red and suffering from a 
multitude of diseases due to non-comp¬ 
liance with the pre-conditions of viabi¬ 
lity at the time of establishment. The 
lack of adequate and proper stall'has b.cn 
the foremost factor which has left the 
ccmmunicaiion gap between the farmers 
and the banks unbridged. The ill-staffed 
branches have not succeeded in inspir¬ 
ing farmers by establishing personal con¬ 
tact and making known to them the 
various types and nature of services they 
can render, both advisory and financial. 

little impact 

in* the absence of supervision over 
the proper end-use of credit, the actual 
impact of the advances made by them to 
tne rural sector has been very little and 
uncertain. The lack of proper supervi¬ 
sion has also led to the misutilisalion 
of credit facility. There have been cases 
where dealers have not supplied pump- 
sets and/or other materials to the borro¬ 
wers and returned part of cash to them. 
The dealers of the pumpsets/tractors 
have also over-invoiced in certain cases 
to meet the margin money of the project, 
in a number of cases, the scales of finance 
were either pegged too high or too low 
and the due dates of recovery were not 
fixed in consonance with the harvesting 
season. The lack of adequate staff and 
tack of necessary expertise in regard to 


agricultural operations and problems of 
small farmers have been at the root of 
the unsatisfactory performance of new 
branches located in rural centres. 

Another major problem concerns the 
determination of credit-worthiness of the 
farmers. Most of the farmers do not 
have the type of securities acceptable to 
the commercial banker save and except 
land. Security of land tends to gear up 
the pattern of lending in favour of well- 
to-do farmers. On the other hand, mar¬ 
ginal/small farmers, who need credit most 
and whose upliftment should be a pre¬ 
amble to any reform of agriculture, are 
deprived of their legitimate share. Hence, 
there is a urgent need of devising 
methods which could substitute credit¬ 
worthiness of purpose in place of credit¬ 
worthiness of persons.® 

slow recovery 

The slow recovery performance of 
public sector banks has been another 
factor bringing abou: a decrease in the 
rate of agricultural advances. Recovery 
of loan is essential because, in its absence, 
a considerable part of the working capi¬ 
tal is frozen and the volume of credit 
gets thinner and thinner year after year. 
As observed by the Reserve Bank of 
India. “In contrast to the rising pace of 
advances, the recovery position is not 
wholly satisfactory. While the total de¬ 
mand in respect of direct agricultural 
advances of the public sector banks in¬ 
creased by Rs 21 crores between June 
1972 and June 1973, the amount of re¬ 
covery increased only by Rs 6 crores. In 
the result, the proportion of recovery to 
total demand stood lower at 46.6 per 
cent at the end of June 1973 as against 
50.7 per cent at the end of June !972” J *. 

The slow recovery performance has a 
variety of causes, the mo«»t important 
being the unpredictable monsoon and 
dependence of Indian agriculture on it, 
but it is no less due to the lack of pro¬ 
per supervision by the bank staff, lack of 
realistic recovery schedule and infiltra¬ 
tion of political elements. 

The problem of coordination is a 
multi-directional problem comprising 
coordination between state govern¬ 
ments and commercial banks, coordina¬ 
tion between suppliers of various agri¬ 
cultural services and commercial, banks, 
coordination between cooperatives and 
commercial banks and lastly, coordina¬ 
tion among various commercial banka 
themselves. Of late, several efforts have 
been made to bring about coordination 
in all these respects, but a good deal is 
yet to be desired. There has been a 
number of cases where state governments 
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or suppliers of agricultural services have 
not reciprocated to the sanction made by 
commercial banks and the loans sanction¬ 
ed remained in cold storage on one pre¬ 
text or another. 

commendable effort 

Despite the loopholes and lacuna in 
their operations with respect to agricul¬ 
tural advances, public sector banks are 
really to be complimented for taking up 
the challenge boldly and bringing about 
organisational and attitudinal changes of 
vast magnitude in their set-up. The pro¬ 
blems being faced by these banks, at pre¬ 
sent, are the problems of growth, not of 
stagnation and the problems are inevi¬ 
table in the growth process. As the 
banks acquire experience in this compli¬ 
cated field of operation, new techniques 
will be devised to do away with the pro¬ 
blems. When they started their opera¬ 
tion^ with respect to agriculture, they 
were new and uncertain of their success. 
Now the banks have gained in confidence 
and they have valuable experience of 
half a decade to fall back upon. How¬ 
ever, credit alone docs not constitute 
the key to agricultural development. 

Any isolated attempt at making more 
and more credit available to the farm 
sector will not deliver the goods 
unless credit is amply supported 
by supply of inputs, production and 
marketing. Hence, a comprehensive 
plan should be drawn up to ensure a 
harmonious and instantaneous coordina¬ 
tion among all these ingredients of agri¬ 
cultural development. The operations 
of nationalised banks and other institu¬ 
tions concerned with agricultural deve¬ 
lopment have brought Indian agriculture 
to the doors of technical break-through 
and its extension in the nooks and corners 
of the country will depend upon how 
best the various ingredients are woven 
in the texture of agricultural development 
plan. 
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WINDOW ON THE WORLD 


The Commonwealth plan 


The month of August is moving towards 
its end, towards September when many 
conferences begin. Not the least signi¬ 
ficant was the meeting of Common¬ 
wealth Finance ministers in George¬ 
town, Guyana, on August 26, just before 
the annual meeting of the International 
Monetary Fund (IMF). Its purpose was 
to consider a scheme to stabilise world 
commodity prices which has been work¬ 
ed out by a team of very senior civil 
servants and economists on the sugges¬ 
tion of the British prime minister ear¬ 
lier this year. 

The question of commodity arrange¬ 
ments has been prominent in internatio¬ 
nal economic discussions this summer. 
The urgency given to the subject has 
arisen partly because of pressure from 
oil-producing states for a fundamental 
reconsideration of the entire balance 
of power between the industrialised 
world and the non-or only partly indus¬ 
trialised. Mr Wilson in Jamaica last 
May suggested the consideration and 
completion of an overall agreement. 
The Commonwealth plan, worked out 
as a result of his suggestion, is believed 
not to specify any figure either in quan¬ 
tity or cash for commodity arrange¬ 
ments but it does suggest that finance 
for commodity stockpiling should come 
from all parties concerned with supply 
and use from the western industrialised 
world. 

varying attitudes 

Other groups than the Common¬ 
wealth states have expressed attitudes 
to the subject. The OPEC has indica¬ 
ted willingness to help other raw mate¬ 
rial producers affected by the many 
fluctuations in their earnings or who 
seek as a matter of urgency to increase 
their overall revenue. The United 
Nations forum of UNCTAD has called 
fora $ 3,000 million finance plan to 
set up stocks of raw materials. Only 
the West Germans have expressed oppo¬ 
sition to the whole idea. In their view 
any plan to finance stocks of raw 
materials of any type would be contrary 
to tile rules governing the working of 
free market forces. The American atti¬ 
tude was expressed last May by Dr 
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Kissinger, the Secretary of State, who 
put forward a plan linking action on 
the commodities front with measures 
designed to help less industrially deve¬ 
loped nations with their development 
programmes. 

The Commonwealth plan stresses that 
there must be some provision to protect 
the relationship between the price which 
raw material producers receive for their 
product and what they have to pay 
for manufactured goods—an idea which 
should appeal to the OPEC- -but adds 
that this does not necessarily imply that 
commodity prices should be indexed. 
The west has steadily opposed any 
indexing plan. The gist of the ‘‘index¬ 
ing” idea arises from the Shah of Iran 
who has heavily committed his oil earn¬ 
ings to finance immense domestic indus¬ 
trial and other development schemes. 
His proposal is to peg the price of his raw 
material—oil—to the price-index of a 
number, as many possibly as three dozen 
other commodities of the kind deve¬ 
loping nations generally need to import 
from the industrial west. 

attractive idea 

The idea has some attractions for pro¬ 
ducers of other raw materials, but there 
are obviously many complications, such as 
which commodities should be selected as 
price indicators and which omitted 
from the proposed “commodities bas¬ 
ket.” The industrial countries would 
certainly contend that “price indexa¬ 
tion*’ of selected communities reflect 
their general living indices since wages 
and other basic expenses enter into 
commodity prices. On the contrary, the 
selling price of oil remains independent 
of the selling countries’ cost of living 
indices. 

The World Bank and IMF, which 
will receive and presumably discuss 
the Commonwealth Finance ministers* 
plan, are likely to have lively meetings 
in September. Although the Saudi 
Arabian Oil minister has said recently 
that any price increase for crude which 
the OPEC may decide upon here at 
its meeting on September 30 will not 
be “drastic” and that the OPEC may 
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even extend its nine-month freeze on 
crude oil prices after September, the 
general world opinion is that oil prices 
are going up again. Any plan therefore, 
to give the OPEC a more powerful 
vote in the World Bank is going to aro¬ 
use the toughest opposition fiom the 
United States. 

increased voting power 

But this appears to be precisely what 
the former US Defence Secretary, now 
World Bank President, Mr Robert 
McNamara,appcars to be proposing to 
do. His idea is that the capita! subs¬ 
criptions and the voting power of the 
oil cartel in the Bank be tripled, from 
five to 15 per cent. This would give 
the OPEC a larger share in World Bank 
decisions than it has in the sister or¬ 
ganisation of the International Mone¬ 
tary Fund which has just doubled 
OPEC's quotas from five to 10 per cent 
in iccognition of its increasing economic 
status. 

Some international finance circles, 
especially those with relations of any 
type to Israel, see a tilting of inter¬ 
national financial influence towards the 
Arabs. The US has quietly, so far, 
indicated fears of a World Bank leaning 
towards the oil cartel. World Bank 
members who are also members of the 
OPEC are Saudi Arabia, Iran, Iraq, 
Algeria, Libya, Nigeria, Indonesia, 
Gabon, Kuwait, Abu Dhabi, Quat&r, 
Venezuela and Ecuador. There is some 
fear in US government circles that Mr 
McNamara has minimized the effect 
of high oil prices on industrially deve¬ 
loping countries to gain OPEC’s favour 
and make more certain that the Bank 
can borrow capital from them. 

Last year the World Bank tapped 
the OPEC area for 64 percent of its total 
borrowings of $3.5 billion. There is 
also a prospect that next year the 20-man 
board of executive directors will be 
expanded to at least 21 to privide an 
OPEC “seat”, a move which would calm 
current African and South American 
fears of losing a seat to accomodate the 
OPEC. The USA will oppose such a 
move unless the OPEC can be induced 
to make contributions, equal to the 
USA’s to the World Bank's "soft loan” 
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operation, the International Develop¬ 
ment Association (IDA), whose loans are 
made at a lower-than-normal rate of 
interest. 

Not less important is the fact that 
if the realignment of voting power to ad¬ 
just to the greater OPEC total goes 
through, not only would the US per¬ 
centage drop from 22.6 to 20.7 but the 
industrially-developing countries* share 
in voting power in tie World Bank 
would shrink from 30.8 per cent to 27.5 


per cent. Both the industrial world and 
the industrially-developing countries have 
to realize now that there are quite a few 
undeveloped countries with very large am¬ 
ounts of money—a new phenomenon in 
international alTairs. 

One advance made by the industrially 
developing states in recent weeks has 
been the IMF’s subsidy fund of about 
$ 179 million to help pay the interest 
costs of borrowings from its special “oil 
facility.’* The purpose of the fund is to 


cut from about 7.5 to 2.5 per cent the 
interest realised from these nations 
which are most seriously affected by the 
high price of oil. Its effect will be 
seriously diminished if, after the end 
of September, the price of crude rises 
yet again. In any case, not sufficient 
money has yet been pledged by the 18 
countries subscribing to reduce interest 
costs as low as 2.5 per cent—the reci¬ 
pients will be lucky if they escape with 
five per cent interest, even at present 
prices. 


Poor performance of world economy 


By tradional standards, the perfor- 
mance of the world economy during 
1974 and the first half of 1975 was poor. 
But by reference to the serious and 
complex range of problems that had to 
be confronted, this performance can be 
characterized as mixed. These arc among 
the major observations set forth in the 
Annual Report of the Executive Directors 
of'the International Monetary Fund. 
The Report, which was published on 
August 24, 1975 points out that the slow¬ 
down of economic growth in the indus¬ 
trial world that was in process around 
the beginning of 1974 developed into an 
unexpectedly severe and widespread 
recession, featuring exceptionally high 
rates of unemployment. On the other 
hand, the Report notes, expansionary 
policies have been adopted in a number 
of industrial countries to foster resump¬ 
tion of economic growth; essentially 
because of the international recession, 
progress on the inflation front has been 
better than anticipated; and the prob¬ 
lems of financing the external current 
account deficits associated with the oil 
price increase have proved - partly be¬ 
cause of the recession less intractable 
than initially feared. 

virulence of inflation 

The Report notes that, becusc of the 
virulence of the inflation that had deve¬ 
loped during the 1972-73 boom, expan¬ 
sionary measures adopted to combat the 
subsequent recession have remained 
generally cautious. While rates of infla¬ 
tion have generally been subsiding during 
the recession, prices are still rising in 
most countries at a pace that is exlcmely 
rapid by historical standards, and cost- 
push pressures remain a widespread 
problem. 

The Report warns of a crucial problem 
for the period ahead inasmuch as the 
cyclical downturn in the industrial coun¬ 
tries has resulted in a shift of current 


account deficit-* from those countries 
towards the primary producing countries; 
the latter require a continued high 
volume of external financing at a time 
when many of the non-oil dcvcloing 
countries among them have already 
strained their debt-servicing capacity to 
finance the greatly enlarged current ac¬ 
count deficits of 1974. To finance the 
even larger current account deficits in 
prospect for 1975. the need for larger flows 
of concessional aid is urgent; and the 
Report emphasises that maintenance of 
the net inflow of private capital at its 
high 1974 level will require both care 
on the part of the borrowing countries 
to follow policies that defend their 
creditworthiness and cooperative efforts 
by capital exporting countries to en¬ 
courage the needed flows of financial 
assistance. 

recent experience 

The Report contains a separate chap¬ 
ter reviewing recent experience with 
respect to exchange rates and interna¬ 
tional liquidity. One of the conclusions 
reached is that, other things being equal, 
the use of international reserves, as well 
as the volume of reserves needed, is 
smaller in the prevailing circumstances 
of widespread managed floating, than 
under the par value system. This general 
conclusion, as explained in the Report, 
may require qualification for countries 
pegging their exchange rates to a single 
currency. 

The activities of the Fund have been 
sharply intensified since the beginning of 

1974, both in efforts to formulate new 
international monetary arrangements and 
in the development of new policies and 
facilities to meet the current needs of 
its members in the rapidly changing 
world economic situation. On April 30, 

1975, the end of the fiscal year 1974-75, 
net drawings on the Fund, including 
those under the oil facility, had risen to 


a record level of about SDR 6.6 billion, 
with more member countries simultaneo¬ 
usly receiving financial assistance from 
the Fund, and in larger amount, than 
ever before. 

committee on reform 

The Committee on Rcfcv.i of the 
International Monetary Sysle: \ md Relat¬ 
ed Issues (“Committee of Y» .my”) was 
succeeded by two committees -Lae Interim 
Committee of the Board of Governors 
on the International Monetary System 
(“Interim Committee” and the Joint 
Ministerial Commiltc of the Board 
of Governors of the Bank and the 
Fund on the Transfer of Real Resour¬ 
ces to Developing Countries (“Develop¬ 
ment Committee”). Major tasks devolv¬ 
ing on the executive directors from 
these committees have included a 
continuation of work on international 
monetary reform through the preparation 
of draft amendments to the I-und’s Arti¬ 
cles of Agreement, preparation of detailed 
proposals for increases in members' 
quotas, and innovations an .1 improve¬ 
ments in the policies governing the use of 
the Fund's resources. 

In tracing the trends of output and 
inflation, the report says that the growth 
of real Gross National Product (GNP) 
in the industrial countries rcacchd an 
unsustainable’ high level of eight per cent 
in the first half of 1973 and then fell off 
sharply in the secon4 half of that year 
and became negative in 19^4. Despite 
the developing weakness of real activity 
in 1973 and 1974, price increases ac¬ 
celerated throughout the period. 

The unsatisfactory experience of the 
industrial countries w'ith respect to 
output became even worse in the first 
half of 1975. when their total real GNP 
declined at an annual rate of four per 
cent from the second half of 1974. 
However, the report adds, the spreading 


EASTERN ECONOMIST 


413 


AUGUST 29, 1975 



of recession during 1974 and the early 
months of 1975 has had the effect of 
bringing about some noticeable success 
on the inflation front and the weighted- 
average increase of GNP deflators for the 
industrial countries is estimated to have 
declined from a peak annual rate of 
more than 13 per cent in the second half 
of 1974 to a rate of about 10 per cent in 
the first half of 1975—still far above the 
average price increase of about 2* per 
cent in the early 1960s. 

The Report points out that the 
economic slowdown or recession that has 
developed in all the industrial countries 
since 1973 has produced an exraordinary 
degree of economic slack. Moreover, 
because of the slump in the industrial 
world and other factors, growth-depressing 
influences are clearly at work among the 
primary producing countries. Thus, for 
example, the volume of exports of both 
the more developed primary producers 
and the non-oil developing countries is 
unlikely to show any increase at all from 
1974 to 1975. 

global demand 

In an analysis of the factors involved 
in the current inflation and recession, 
the Report points to the high degree 
of coincidence in the phasing of business 
expansion in many countries during 
1972 and 1973 and observes that the 
upsurge of global demand in those 
years was to some extent attributable 
to miscalculations in the conduct of 
monetary and fiscal policies, which proved 
excessively expansionary from the stand¬ 
point of controlling inflation. Attention 
is called to several distinctive features 
of the recent boom, a particularly impor¬ 
tant one being the magnitude of the 
increase in many primary commodity 
prices, even apart from oil, from the 
beginning of 1972 to early 1974. With 
respect to oil, it is noted that, because 
of the relatively low elasticity of demand 
for oil and its pervasive use in pro¬ 
ductive processes (given also the short- 
run limitations of supply), an increase 
in the price of petroleum if the magni¬ 
tude witnessed inevitably became an 
additional element in the ongoing infla¬ 
tionary process. 

Among the many influences that con¬ 
tributed to the 1974-75 international 
recession, such as the weakening of pri¬ 
vate demand, the reaction to oil deficits, 
the squeeze on profits, and the down¬ 
turn in exports, the Report gives promi¬ 
nence to the unexpected strength of price 
pressures that developed in the course 
of 1974. Demand management policies 
had not allowed for the full strength of 
such pressures inasmuch as they were 
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geared to lower price expectations. In 
the circumstances, output growth might 
have continued with a higher degree of 
monetary expansion, but such a course 
of policy probably would have exacer¬ 
bated the already severe problem of 
inflation and made the inevitable—post¬ 
poned— adjustment still more costly. 

The period 1973-74, the Report 
states, was one of general monetary 
tightening in the industrial world in 
reaction to the excessive monetary expan¬ 
sion of 1971-72—an expansion that, 
given the time lags involved, evi¬ 
dently was a powerful force propelling 
prices upward during 1973 and 1974. 
During 1974 monetary policy was 
restrained because of concern over infla¬ 
tion, notwithstanding the potentially 
deflationary effect of the higher oil prices. 

World trade developments since mid- 
1974 have been dominated by the onset 
and deepening of the current internatio¬ 
nal recession. First in the industrial 
countries and later in the primary pro¬ 
ducing countries (other than the oil 
exporters), the previous upward momen¬ 
tum of import volume gave way to a 
pervasive weakness of import demand. 
The total volume of world trade stopped 
growing in the second half of 1974 and 
turned downward in the first half of 
1975. The slowing of growth in trade 
was accompained by deceleration of the 
earlier increases in foreign trade prices. 

increased trade with OPEC 

The only segment of world trade still 
expanding vigorously in 1974 and early 
1975, the Report notes, was the flow 
of imports into the oil exporting coun¬ 
tries as a group, despite their role as 
principal suppliers to the oil exporters, 
experienced a sharp drop in the rate of 
increase in export volume during 1974, 
and the incomplete data available indicate 
an outright decline in first half of 1975. 
Even weaker trends were evident during 
1974 gnd early 1975 in the imports of the 
industrial countries and correspondingly, 
in the volumes of exports of all groups 
of primary producing countries, including 
the oil oxporters. 

The Report finds that changes in pay¬ 
ments balances and in the structure 
of the underlying transactions from 1973 
to 1974 were strongly conditioned by 
three major influences; the prevalence, 
since the quarter of 1973, of generalized 
floating of major currencies; the cresting 
of the boom in economic activity in the 
industrial countries; and the sudden 
increase in the price of oil at the begin¬ 
ning of 1974. The major oil exporters 
were able to raise their collective surplus 
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on current account to an estimated 
$70 billion in 1974, compared with $6 
billion in 1973. The counterpart of this 
increase was spread widely among the 
oil importing countries, all nuyor groups 
of which were left in substantial deficit. 
Their combined deficit, based upon their 
own balance of payments statistics (in 
which the higher priced oil imports were 
reported appreciably later than in the 
statistics of the exporting countries), 
amounted to about S51 million in 1974 
compared with a small surplus in 1973. 

adverse shift 

Considerably more than half of the 
adverse shift in this aggregate balance 
was absorbed by the primary producing 
countries, and especially by the non-oil 
developing countries, many of which 
had to pay substantially higher prices For 
food, fertilizers, and other essential im¬ 
ports, as well as for oil. The Report 
notes that these developing countries, be¬ 
ing characteristically importers of capital, 
account already had a combined current 
deficit of $9 billion in 1973; in 1974, it 
soared to about $28 billion - the financing 
of which required very heavy borrowing. 

In drawing a broad picture of member 
countries’ current accounts in 1975 
the Report makes the following main 
points: 

—The projected drop in the overall 
current account surplus of the major 
oil exporting countries—from $70 bil¬ 
lion in 1974 to some $50 billion in 
1975—is attributable chiefly to two 
assumptions: that the volume of imports 
by this group of countries will expand 
by some 30 per cent in 1975 (over 1974), 
following a rise of nearly 40 per cent 
in 1974; and that the volume of their 
exports will decline by about 10 per cent 
under the impact not only of the adverse 
cyclical position but also of demand 
responses to the 1974 oil price increase. 

—The main counterpart of the dec¬ 
line in the projected 1975 oil surplus is 
to be found in the accounts of the indus¬ 
trial countries. The estimated 1974-75 
shift from substantial deficit to approxi¬ 
mate balance in the overall current 
account position of those countries 
includes the prospect of considerably 
smaller—though still sizable—deficits for 
France, Italy and the United Kingdom, 
and of a continued large surplus for the 
Federal Republic of Germany. 

—For the more developed primary 
producing countries, the estimated current 
account deficit of 112 billion for 1975 
is the same as the 1974 deficit and thus 
remains ill striking contrast to the surplus 
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of about $1 billion realized by that group 
of countries in 1973. In the case of 
the (non-oil) less developed primary 
producing countries, the combined current 
account deficit is projected to rise from 
928 billion in 1974 to 935 billion in 1975 
—about four times as large as the 99 
billion deficit incurred in 1973. 

—The projection of a S35 billion 
current account deficit for this group of 
countries is based on the implicit assump¬ 
tion that the necessary financing will be 
available. However, the sheer size of 
the aggregate deficit inevitably raises 
questions as to the actual ability 
and willingness of the countries to 
finance it. Many of the non-oil deve¬ 
loping countries are likely to find them¬ 
selves in financial difficulty in 1975 and 
beyond. 

—The estimates of current account 
balances for 1975 are strongly affected by 
cyclical influences emanating from the 
recession in the industrial world. In an 
economic situation of fuller utilization of 
resources than that embodied in the 
1975 estimates, strengthening of demand 
for oil and other primary products by the 
industrial countries would be expected to 
restore a deficit in the combined accounts 
of those countries, shore up the oil ex¬ 
porters’ surplus, and reduce the deficit 
of the (non-oil) primary producing 
countries. 

economic outlook 

In its assessment of the current econo¬ 
mic situation and outlook, the Report 
mentions that officials of numerous 
industrial countries with which the Fund 
has recently held consultations arc of 
the belief that, in all probability, the 
trough of the recession either has been 
passed or soon will be. But the Report 
notes that an upturn is not yet clearly 
in evidence, and thus remains in the 
nature of a forecast. 

Although the actual timing of an 
upturn is uncertain, it is generally expect¬ 
ed to occur during the second half of 
1975. In the recent consultations, 
guarded optimism was expressed on prices 
but continuing concern over inflation 
clearly remains a dominant influence 
on policy formulation and planning in 
the industrial countries. 

The Report says that those who expect 
an early revival of economic activity in 
the industrial world—including not only 
national officials but also forecasters 
generally—base this view on considera¬ 
tion both of the expansionary policy 
measures that have been taken in many 
countries and of the stimulus to an 


economic turnaround that may be expect¬ 
ed from the more or less automatic 
functioning of cyclical forces. As a 
result of overt policy moves and of the 
slump in economic activity, monetary 
and credit conditions have shifted consi¬ 
derably away from the stringency pre¬ 
vailing through much of 1974; and the 
recent widespread adoption of expansio¬ 
nary fiscal measures supports the near- 
term prospect. Price inflation is being 
reduced markedly, helping to strengthen 
real incomes, and inventory-sales rela¬ 
tionships are being brought into better 
alignment. The Report also notes that 
the groundwork has been laid for an 
evolution of somewhat longer-run rela¬ 
tionships—among wages, productivity, 
profits, and interest rates—that should 
help to bring renewed expansion of fixed 
investment as demand prospects improve. 

sustained recovery 

It would seem, the Report observes, 
that prospects for a sustained economic 
recovery in the industrial world depend 
to a great extent on consumer spending 
to lead the upturn and on business fixed 
investment to cease declining, or to pick 
up momentum, after some lag. It is 
noted that fixed investment is subject to 
short-run weakness stemming from the 
current excess supply of productive 
capacity, and that it is not expected to 
rebound until aggregate demand becomes 
stronger. Moreover, since the pervasive¬ 
ness of the current recession has severely 
curtailed the capacity to import in 
most p.irts of the world, foreign demand 
is unlikely to be a leading source of 
stimulus for many countries in the early 
stages of recover). 

The Report points out that this gene¬ 
ral pattern is not very different from that 
of earlier postwar recoveries, but that 
the underlying economic situation from 
which the recovery must begin is one of 
considerably greater economic slack as a 
result of the most protracted and severe 
recession in the postwar period* The 
Report mentions that the extent of idle 
capacity and manpower has led some 
observers to fear that private spending 
and investment may be more subdued 
than in earlier postwar recoveries—that 
they may not respond as quickly or as 
fully to government measures of stimulus, 
or to declines in rates or price increase 
from the current exceptional levels as 
past relationships would suggest. 

Underlining the unusual difficulty of 
economic forecasting and policy formu¬ 
lation at the present critical juntcure 
when world trade and activity are in a 
slump and price inflation remains a pro¬ 
blem, the Report says that the situation 


calls for national authorities to be pre¬ 
pared to alter their policies as promptly 
as possible if evolving trends should point 
to a substantive change in the outlook. 
Such flexibility could be of crucial im¬ 
portance. Policies that permitted an 
overly rapid expansion of demand could 
obviously make for new and serious in¬ 
stabilities. However, policies that were 
overly cautious could prolong the under¬ 
utilization of resources, lead to wide¬ 
spread pressures for a rapid shift to ex¬ 
pansionary measures, and forego the bene¬ 
ficial price effects of gains in productivity 
stemming from the resumption of solid 
economic growth and the absorption of 
slack. 

The Report goes on to say that flexi¬ 
bility in the stance of policy will be ham¬ 
pered unless supported by the availability 
of effective instruments. In the past, 
fiscal poliey has sometimes been so in¬ 
adequate that it worked at cross-purposes 
from monetary policy, greatly complicat¬ 
ing the task of economic stabilization. 
Noting the prevalence of adverse wage- 
price trends in a number of member coun¬ 
tries, the Report suggests that without 
new initiatives in the incomes policy field, 
it may prove very difficult in some coun¬ 
tries to limit the effect* of co^t pressures 
on prices and to achieve price moderation 
except at the expense of greater slack and 
unemployment. Other significant prob¬ 
lem* facing governments in the forth¬ 
coming recovery period include a need 
for interrelated measures to improve sup¬ 
ply conditions, to strengthen productive 
capacity and productivity, and to alle¬ 
viate cost pressures. The Report notes 
in this connection that, because of the 
growth of structural rigidities and bottle¬ 
necks, business expansions in the postwar 
period have topped off at successively 
higher levels of unemployment. 

strained payments position 

As to the woi king of the balance of 
payments adjustment process, the Report 
says that some of the largest current ac¬ 
count deficits of the industrial countries 
have been, or are in the process of being, 
reduced considerably; that most of the 
industrial countries which have had a 
strained payments position in the recent 
past do not seem doubtful as regards 
their capacity to obtain capital sufficient 
to meet their prospective needs; and that 
the existence pf floating rates has increa¬ 
sed the flexibility of adjustment, notwith¬ 
standing the short-run drawbacks seen by 
some countries to adjustment through 
exchange rate changes. 

On the other hand, the Report notes, 
for many of the non-industrial oil import¬ 
ing countries payments prospects have 
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worsend over the past year, and the dete¬ 
riorating external position may be expec¬ 
ted to exercise considerable restraint on 
economic growth in 1975. Particularly 
with respect to the developing countries 
it is questionable whether flows of capital 
and aid will be sufficient to permit sharp¬ 
ly higher current account deficits, and 
thus obviate a need for new measures to 
effect adjustment. To the extent that 
balance of payments problems of the 
non-oil developing countries may be re¬ 
solved through limitation of their im¬ 
ports, rather than through provision of 
needed financing, the Report finds that a 
dampening influence on the export mar¬ 
kets of the industrial countries—and 
hence on their cyclical recovery prospects 
—will be felt. 

The Report points out that for the 
major oil exporters adjustment involves 
bringing domestic expenditure more into 
line with theii sharply higher levels of 
income. It notes that, despite wide dif¬ 
ferences among them with respect to 
domestic absorptive capacity, the oil 
exporting countries arc generally const¬ 
rained as regards the speed at which do¬ 
mestic expenditure can be raised and that 
serious bottlenecks are already emerging. 

In the discussion of the means for 
promoting adjustment, the Report obser¬ 
ves that attention generally focuses on 
the demand policies of the United States, 
the Federal Republic of Germany, and 
Japan. Because these countries have 
such a big weight in the world economy 
and their external payments positions 
are comparatively favourable, it is quite 
natural that other countries should ex¬ 
pect them to take the lead in promoting 
recovery from the international reces¬ 
sion. It seems reasonable, the Report 
suggests, to ask these countries to do 
everything possible to assure the effective¬ 
ness of their policies in restoring solid 
economic growth; but it would not be 
reasonable to expect them to push ex¬ 
pansionary measures to the point that 
would run the risk of evoking new infla¬ 
tionary pressures. 

outstanding issues 

The Report discusses a number of 
issues that are outstanding in respect of 
balance of payments adjustment and says 
that, despite these issues, sight should not 
be lost of the accomplishments of the past 
year. In this regard, it is recalled that 
at its Rome meeting in January 1974, the 
Committee of Twenty had stressed the 
need for the avoidance of deflation, res- 
trrictions, and competitve depreciation as 
inappropriate responses to the balance of 
payments changes that stemmed from 
the rise in the price of oil. Observance 
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of these standards, the Report says, 
has been generally good to date, al¬ 
though it has become increasingly diffi¬ 
cult for many Fund members, particularly 
among the developing countries. The Re¬ 
port stresses that many countries—some 
with burdensome debt positions—face the 
problem of financing greatly enlarged cur¬ 
rent account deficits, and warns of the 
damage to the world economy that would 
result from any widespread resort to re¬ 
strictions. 

In view of the particularly difficult 
situation of the non-oil developing coun¬ 
tries, the Report contains an extensive 
discussion of their position on external 
current account and of the main economic 
and financial problems confronting them. 
These problems include the impact of 
the international recession, containment 
of inflation, efforts to deal with higher 
costs of oil and other essential imports, 
and the financing of greatly increased 
current account deficits. Such problems, 
the Report notes, arc to a large extent 
of external origin, although some of them 
have been compounded by domestic ac¬ 
tion or inaction on the part of the deve¬ 
loping countries themselves, or have been 
affected by the constraints under which 
these countries operate. 

international liquidity 

The exchange rate practices of Fund 
members prevailing at mid-1975 are 
classified in the Report under the fol¬ 
lowing broad categories: independent 
floating; pegging to a single currency; 
pegging to a composite (or basket) of 
currencies (including the special drawing 
right) pegging to a single currency, with 
frequent changes in the peg according 
to a predetermined formula, e.g., based 
on relative inflation rates; and joint 
floating under mutual intervention 
arrangements. 

The Report observes that the period 
since early 1973 has not been one of 
free flexibility: all floating currencies 
have been subject to varying degrees of 
official intervention; and that despite 
intervention that has been heavy at 
limes, movements in rates have been 
sharp and erratic on a number of occa¬ 
sions. The desirability of avoiding dis¬ 
orderly fluctuations in exchange rates, 
has been recognized throught the float¬ 
ing period, and found expression in the 
“Guidelines for the Management of 
Floating Exchange Rates" adopted by 
the Executive Directors in June 1974, 
the Report says. The guidelines reflect 
a general agreement that the behaviour 
of governments with respect to exchange 
rates is a matter for consultation and 
surveillance in the Fund. 

In a detailed review of the function- 
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ing of the floating system ttte Report 
focuses on three main areas: the stabi¬ 
lity of exchange markets in the very 
short term (i.e., day-to-day and week- 
to-week fluctuations), fluctuations in 
exchange rates over periods of several 
months or quarters, and the adjustment 
of effective exchange rates to underly¬ 
ing changes in balance of payments posi¬ 
tions. 

effectiveness of system 

Any general assessment of the effec¬ 
tiveness of the system of floating 
exchange rates requiries taking a view 
on how authorities would have coped 
with the turbulent developments of the 
past two years under alternative ar¬ 
rangements. In this connection, the 
Report notes that exchange markets 
have continued to function, a.'d that 
crises of ihe type that bedeviled the 
later years of the par value system have 
been avoided. Although fluctuations in 
rates have at times been crrattic, there 
is little evidence thus far that this 
factor has seriously impeded the growth 
of world trade. On the whole, exchange 
rate flexibility appears to have enabled 
the world economy to surmount a 
succession of disturbing events, and to 
accommodate divergent trends in costs 
and prices in national economies with 
less disruption of trade and payments 
than a system of par values would have 
been abie to do. 

But, the Report says, the question 
also needs to be asked whether present 
arrangements could have been managed 
better, and whether they will continue 
to be appropriate in a calmer period for 
the world economy. The rate fluctua¬ 
tions that have occurred in the past 
two years—both day-to-day and of 
somewhat longer duration—are in some 
cases much greater than could be justi¬ 
fied on the basis of changes in under¬ 
lying economic conditions. The Report 
notes that it is admittedly difficult to 
distinguish a temporary movement from 
a trend, but that the record of the 
floating period is not wholly satisfac¬ 
tory in this respect. A reduction in 
such swings would help to diminish 
uncertainty and thus tend to decrease the 
risks attached to international trade and 
investment. 

For the developing countries that 
have continued to peg their exchange 
rates, the Report points out, floating 
of the major currencies has introduced 
a new type of uncertainty into their 
exchange rates and balances of payments 
against which they find it difficult to 
protect themselves. In circumstances 
such as those of the recent past, how¬ 
ever, uncertainty with respect to cx- 
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change rate movements is unavoidable, 
and the particular uncertainties as¬ 
sociated with floating are not necessarily 
greater than those that would be invol- 
ed under a par value system. 

The value of international reserves 
of member countries and Switzerland 
rose in 1974 by almost SDR 27 billion, 
to SDR 178 billion at the end of the 
'year. With this increase of 13 per cent 
official reserve holdings resumed growth 
at a rate similar to that recorded in 1972 
(19 per cent) and substantially higher 
than that in 1973 (4 per cent). During 
the first quarter of 1975, however, the 
rate of reserve growth appears to have 
slowed again as, according to preliminary 
data, reserves rose by SDR 4billion, at an 
annual rate of nine percent. (The term 
“reserves" refers to countries’ official 
holdings of gold, SDRs, and foreign ex¬ 
change and their reserve positions in 
the Fund.) Additions to foreign exchange 
holding accounted for nine-tenths of the 
total increase in reserves in 1974 and 
also dominated the reserve increase in 
the first quarter of 1975. The remainder 
consisted of an incrca>c in reserve posi¬ 
tions in the Fund. 

reserves position 

Almost the entire reserve increase 
recorded in 1974 and early 1975 accrued 
to the major oil exporting countries. 
In 1974, reserves, of industrial count¬ 
ries as a group showed an increase of 
SDR 2 billion and those of the more 
developed primary producing countries 
declined by SDR 2.7 billion. Less deve¬ 
loped primary producing countries ex¬ 
cluding major oil exporting countries 
accounted for the remaining reserve 
increase of SDR 13 billion, which 
accrued mainly to countries in Asia, 

In discussing factors affecting the 
adequacy of reserves, the Report obser¬ 
ves that although the nominal value 
of global reserves increased by 18 per 
cent during 1974, real reserves declined 
as export prices rose by 35-40 per cent. 
Nonetheless, the Report suggests that 
the presence of widespread floating of 
exchange rates in 1974 is likely to l ave 
affected the adequacy of reserves both 
by reducing somewhat the need for re¬ 
serves compared to what it would have 
been in the absence of floating and by 
providing for a more flexible adapta¬ 
tion of the supply of foreign exchange 
to the demand for it. 

Another development in internatio¬ 
nal financial relations, which is not 
new but has assumed greater importance 
recently, operates both to reduce the 
need for, and to increase the supply of, 
owned reserves: namely, the improve¬ 
ment of countries' access to internatio¬ 


nal borrowing facilities. The Report 
points out that many countries faced 
with balance of payments deficits were 
able to finance them, to the extent that 
they were not adjusted through exchange 
depreciation, without significant loss 
of reserves by borrowing in private 
markets, or from other governments, 
or from inter-governmental institutions 
such as the Fund. The particularly 
notable development lies in the enhance¬ 
ment of both the ability and willing¬ 
ness of governments to borrow 1 in pri¬ 
vate markets, especially the Euro¬ 
currency markets. 

T.hc Report concludes that, in the 
present situation of considerable uncer¬ 
tainty as to the future development 
of many of the factors affecting reserve 
adequacy, the contribution that the 
Fund could most suitably make to its 
continued maintenance probably lies 
in the provision of conditional liquidity. 
Drawings from the general account 
can he adjns’e*! to the need for balance 
of payments Imancing as it arises and, 
in the proofs. they generate a reserve 
asset (i e., rescive positions in the Fund) 
that surplus countries can hold as part 
of their owned reserves. The steps that arc 
being taken to make the Fund’s holdings 
of currencies generally usable will not 
un!\ conii ibute to a wider paiticipation 
h\ surplus countries in holding these 
assets but will also enhance the liquidity 
of the Fund. I lie potential volume of 
conditional liquidity has already been 
substantially ineieascd in 1974 and 
1975 through the fund’s oil facility 
and through (lie provision of the ex¬ 
tended Fund facility. In addition, suc¬ 
cessful conclusion of the general review 
of fund quotas now in progress will add 
further to the f und’s capacity to make 
liquidity available when and where it is 
needed. 





The valuation of the Special Drawing 
Right by means of a basket of 16 cur¬ 
rencies came in:o effect on July 1, 1974 
and was accompanied by an increase in 
the rate of interest on SDRs from 11 per 
cent to five per cent, (On July 8, 1975, 
it was reduced to 3.75 per cent, follow¬ 
ing the decline of short-term interest 
rates in major markets.) 

The lotal use of SDRs by participants 
during the fiscal year ended April 30, 
1975 was SDR 826 million (as against 
SDR 1,123 million in 1973-74'. Of this 
total, SDR 440 million was used in 
20 transactions in which the Fund de¬ 
signated participants to provide foreign 
exchange to the users of SDRs. The 
principal users of SDRs in transactions 
with designation were Australia (SDR 
135 million), Italy (SDR 150 million) 
New Zealand (SDR 57 million), and 
Israel (SDR 25 million). 

In addition, SDR 248 million was 
med in transactions by a;/icement bet¬ 
ween participants; all these transactions 
were in scttcmeiK of obligations that 
had arisen as a result of intervention 
under the European* Narrow Margins 
Arrangement. The balance (SDR 138 
million) was transferred to the Fund’s 
general account, mainly in payment of 
charges on the use of the Fund’s resour¬ 
ces (SDR 91.6 million). However, the 
general account also transferred a total 
of SDR 127 million to participants 
ot which SDR 117 million was acquired 
by participants needing to reconstitute 
their SDR holdings. 

There was no allocation of SDRs 
during the fiscal year, and tints the total 
of SDRs in existence remained at SDR 
9,314.8 million. 
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WINDOW ON THE WORLD 


World Bank lending 


The developing nations of the world 
have received record commitments of 
development assistance for the seventh 
straight year from the World Bank and 
its affiliate, the International Develop¬ 
ment Association (IDA). According to 
the Banks annual report for fiscal 1975, 
commitments by the two institutions 
totalled $5,896 million, or more than 
$ 1.500 million above the total of 
5 4,313 million lent in the previous year. 
Another affiliate of the World Bank 
Group, the International Finance Cor¬ 
poration (IPC), made investment com¬ 
mitments during the year of $211.7 
million, also a record. 

In spite of unprecedented inflation, 
lending by the Bank and IDA—the 
latter institution lends money at no 
interest to the poorest members of the 
Bank—greatly increased in real terms 
as well as in absolute amounts. The 
Bank's lending of $ 4,319.7 million 
amounted to a 25 per cent increase 
over 1974, adjusted for inflation, while 
IDA’S commitments of $1,576.2 million 
amounted to a 34 per cent hike over 
last year's total, also adjusted for 
inflation. 

rise in commitments 

Commitments by IDA rose because 
additional resources—they total ap¬ 
proximately $ 4,500 million for the 
three-year period 1975-77—were received 
under the term of the Fourth Replenish¬ 
ment. The replenishment became effec¬ 
tive in January 1975 wnen official noti¬ 
fications of contributions amounting to 
80 per cent of the total were received 
from the Association s donor members. 

Borrowings by the World Bank also 
rose rapidly in the year which ended 
June 30. Twenty-six obligations 
amounting to the equivalent of $ 3,510 
million were sold, representing a gain of 
$ 1,657 million, or nearly 89 per cent 
over placements in the previous year. 

Slight ly more than three-quarters 
of the obligations—$ 2,654 million— 
were bought by central banks, govern¬ 
ments, and governmental agencies, long¬ 
term borrowings from petroleum export¬ 
ing countries—Iran, Nigeria, Oman, 
Saudi Arabia, Trinidad and Tobago, 
and Venezuela—ammounted to $ 1,816 
million during the year. Included in 
that amount was the largest single bor¬ 
rowing to date by the Bank—$750 mil- 
Uim of 10-year US dollars bonds sold 


Note ; Money figures are expressed in US 
>' dollar equivalents. 


to the Saudi Arabian Monetary Agency 
in December, 1974. And after a hiatus 
of three years, the Bank returned to the 
United States’ market, issuing two 
public offerings totalling $ 500 million. 

The Banks annual report also noted 
that disbursements by both the Bank 
and IDA reached new highs during the 
year. Bank disbursements were $2,096 
million, while those of IDA reached 
$ 1,026 million. It was the first time 
that Bank disbursements passed the 
$ 2,000 million-mark and IDA passed 
the $ 1,000 million-mark, also for the 
first time. 

rural development 

Lending for agriculture accounted 
for almost a third of all Bank and IDA 
commitments during the year—$ 1,857.5 
million (up from $ 955.9 million in fiscal 
1974). More than half that amount 
was earmarked for rural development 
projects designed specifically to increase 
the productivity of the rural poor. The 
Bank estimates that about 500 million 
rural dwellers in tne developing world 
live on incomes of less than $50 a 
year. 

According to the annual report, 
almost two million people will directly 
beneht from two agricultural projects 
alone—in India and Nigeria. Another 
750,000 are to benefit from an agricul¬ 
tural project in Mexico, and 400,000 
will be added by a $ 75 million Bank 
loan for agriculture in Turkey. 

The report noted that “in line with 
the policy of providing more assistance 
to the poorest countries and people,” 
38 per cent of total Bank and IDA com¬ 
mitments went to countries whose 
annual per capita incomes were $200 
or less. In 1974, 31 per cent of the two 
institutions' commitments went to low- 
income developing countries. 

All the nations of the world—even 
those which had the resources necessary 
to maintain growth rates—were “signi¬ 
ficantly affected” by the international 
economic slowdown in fiscal 1975, the 
World Bank reported. But most affec¬ 
ted of all—adversely, the Bank added— 
were the poorest countries. 

“For the 1,000 million people living 
in lower-income countries,” states the 
Bank’s annual report “the economic 
events of the past year have meant that 
average real incomes have not risen 
at all.” Even worse, the report adds, 
is that current projections indicate that 
the incomes of these 1,000 million people 


may grow by less than one per cent yearly 
for the rest of the decade. 

The report notes that during the past 
year, developing countries took drama¬ 
tic and harsh measures, often at consi¬ 
derable political cost, to alleviate the 
adverse effects of the international eco¬ 
nomic climate. “The principal response 
of most developing countries... has 
been to adopt policies to attempt to 
meet (the crisis) head on” the report 
concludes. 

Those responses have included the 
adoption of public works programmes, 
currency devaluation, the raising of in¬ 
terest rates, credit restrictions, the 
limiting of wage increases to low-income 
workers only, a stepping up of invest¬ 
ments to locate, develop, and exploit 
domestic energy sources, and an in¬ 
crease in investments in the agricultural 
sector. 

Nonetheless the report notes, “most 
(developing countries) cannot, by them¬ 
selves, make the adjustments that will 
permit them not only to weather the 
current economic uncertainties, hut also 
to increase growth rates.” What is 
needed, the report adds, is a “combi¬ 
nation of measures to enable (them) 
to pay for the imports required for sus¬ 
tained development.” That combination, 
the report goes on. “can be provided 
only through cooperation among the 
industrialized, petroleum exporting, and 
developing countries.” 

massive capital flows 

Flows of aid alone cannot resolve 
the problems of poverty in the deve¬ 
loping world, the report states. The 
Bank estimates that a six per cent 
annual growth rate is necessary for the 
attainment by the developing countries 
of a reasonable level of economic and 
social development. The annual report 
adds, however, that the achievement of 
that rate through financial assistance 
alone, would require “massive” amounts 
of capital flows which are “unlikely” to 
be forthcoming. 

The Bank's view is partially based 
on its estimate that continuing increases 
in assistance from members of OPEC 
(the Organization of Petroleum Export¬ 
ing Countries) — their disbursements 
amounted to about $ 5,000 million in 
1974—cannot be automatically counted 
on in the years to come. “OPEC com¬ 
mitments and disbursements (to the deve¬ 
loping world) are likely to be related 
to their balance of payments. Their 
current account surplus, which increased 
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draM%iif to a level tot about $65,000 
1974, is not expected to grow 
significantly for the remainder of the 
decade/* the report concludes. 

Neither can dramatic rises in financial 
assistance from the industrialized nations 
be confidently expected, the report sta¬ 
tes, Concessionary assistance to the 
developing world from these nations 
stood at an estimated 0.33 per cent of 
their combined Gross National Product 
(GNP) in 1974. That rate would have 
to rise to 0.81 percent in order for the 
developing countries to reach a reason¬ 
able race of economic growth. The 
report foresees, however, the possibility 
of fiows of concessional assistance drop¬ 
ping to a level of about 0.24 per cent 
by 1980. 

Nor can such institutions as the 
World Bank, and its affiliate, the Inter¬ 
national Development Associations 
(IDA), whose combined commitments of 
development assistance in fiscal 1975 
increased by more than $ 1,500 million 
over the previous year’s figure to a 
total of $ 5,896 million, be expected to 
fill the widening financial assistance gap 
of the developing world 

Because the needs of the poor count¬ 
ries are so great, the report states, 
trade policies which can add to the 
export earnings, and hence, the growth 
of developing countries must be examin¬ 
ed. 

If barriers erected by the developed 


world against the import* of primary 
products from developing countries 
were Lifted, the report notes, the resul¬ 
tant increases in foreign exchange earn¬ 
ings by developing countries could equal 
half the amount needed to lift their 
economic growth to the six per cent rate. 

Even more important is the need of 
the developed countries to adopt more 
liberal policies on the importation of 
manufactured goods from the develop¬ 
ing world. The adoption of such poli¬ 
cies is called by the report as “essen¬ 
tial” to the iong-ierm growth prospects 
of the developing world. 

Bui the report adds, the prospects 
of the world's poor nations will depend 
to a great extent on the ability of the 
industrialized world to break away 
from the grip of recession that has 
thwarted its economic growth for the 
past 24 months. The report cites one 
Bank study t haf estimates that if growth 
in the industrialized world were only to 
average six per cent for the rest of the 
decade (it was sliuhtly negative in 1974), 
manufactured exports from the deve¬ 
loping countries could rise by more 
than 15 per cent. 

Another important market for the 
manufactures *>1 developing countries 
cited by tiie Bank is that of the oil 
exporting world. OPF.C members im¬ 
ported mure than s43,000 million worth 
of goods in 1974 aione, and the Bank 
estimated that OPEC imports might in¬ 


crease 25 per cent y&rty throughout 
the remainder of the decade. The deve¬ 
loping countries supply but 14 per cent 
of that market's imports. If they could 
but maintain this share, the Bank’s 
annual report states, their ability to pay 
for their own import requirements— 
such as capital goods and petroleum— 
would be greatly enhanced. 

The Bank warns, however, that 
“greater earnings through exports (alone) 
cannot be expected to solve the accu¬ 
mulated economic problems and cons¬ 
traints of the developing world.” 

The chief beneficiaries of import 
liberalization would be the more affluent 
countries of the developing world, for 
they are the ones whose degree of 
current dependence on world trade is 
large. The report adds, that “there are 
but a few developing countries with 
highly diversified economics which can 
hope to achieve adequate rates of growth 
solely through export growth.” 

Exports can help the developing 
countries weather the current transitional 
period of economic disequilibrium, the 
Bank says, but beyond that period, 
long-term development finance on con¬ 
cessional terms will be needed to help 
provide developing countries with the 
capital they need to finance programmes 
designed to achieve basic developmental 
objectives. 
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Are terms of trade against LDC’s? 


Sam Burks, Washington 


A group of international experts assig¬ 
ned by the United Nations C onference on 
Trade and Development (UNCTAD) to 
study commodity price stabilisation found 
no clear-cut evidence of a long-term dete¬ 
rioration in the trading position of deve¬ 
loping countries, according to the US eco¬ 
nomist who headed the study. Dr. Hend¬ 
rik S. Houthakkcr, Professor of Econo¬ 
mics at Harvard University and a former 
member of the US Council of Economic 
Advisors, affirmed in a recent press inter¬ 
view that members of the expert group 
were unanimous on one point that while 
there was evidence of considerable cycli¬ 
cal volatility, there was no firm evidence 
of a long-term decline in the prices of 
goods exported by developing nations in 
relation to the prices of goods they must 
import. 


Dr. Houthakker also said that members 
of the were opposed to the 

indexiag of commodity prices to inflation. 
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but that they favoured some form of com¬ 
pensation for those developing countries 
adversely affected by price fluctuations. 
Excerpts from the interview follow : 

Question: Dr. 11 < >ut hakker, many deve¬ 
loping countries fed that there has 
been a long term deterioration in their 
terms of trade—that is, that the prices 
of goods they must import have risen in 
relation to the prices of their exports, 
is this a valid assumption? 

Answer : Economists have analyzed this 
question for many years. The statistics 
are ambiguous. There is no evident 
reason why the terms of trade of develop¬ 
ing countries should deteriorate. It may 
have happened, but the evidence is very 
inadequate and there can be no firm con¬ 
clusion one way or the other. There is 
undoubtedly a great deal of difference 
among different raw matrials. Since most 
developing nationas specialise in one or 


only a few, it is quite possible that 
a particular country may be adversely 
affected just as there arc other developing 
countries that may have done very well. 
Countries producing vegetable oils, for 
instance, have done quite well recently. 

Very much depends on what lime period 
one looks at. There is a tendency to start 
with the very high prices reached during 
the Korean war in 1950-51 and then to 
show that they have gone downhill ever 
since. This, of course, is not valid. One 
has to look at it cither from peak to peak 
in the business cycle or from trough to 
trough, or look at 10-ycar averages or 
make some other allowance for the very 
large amount of short-term variability 
there is in these raw materials prices. 

Q : Reports appeared in the press 
concerning an UNCTAD study on indexa¬ 
tion in which you participated. Accord¬ 
ing to the press reports, the statistics 
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gathered for this study showed no clear 
proof of any decline in the terms of trade 
of developing nations as a group. Can 
you tell us anything about this study? 

A : Yes. I was chairman of the study. 
It was a study that was of very short 
duration. It was just 10 people selected 
by UNCTAD getting together in Geneva 
for four days. There had been very little 
preparation for this study, and therefore 
its scope should not be exaggerated. The 
UNCTAD secretariat provided us with 
a considerable number of statistical series 
extending over various periods of time 
but generally going into 1974 or even 
1975. 

Some of these series were more rele¬ 
vant than others, but this expert group 
looked at many series—not just one series. 
Also, the series did not go just through 
1970, as UNCTAD now maintains, but 
did go through 1974 and in some cases 
even though 1975. At least one of these 
series started in 1900. Most of them 
started in the 1950’s. As a result of 
this examination, the experts were asked 
individually whether they saw any evi¬ 
dence of a long-term trend. And all of 
them replied that they did not. 1 should 
’ add that several members of the UNCTAD 
secretariat were present in the meeting 
where this was discussed. All of these 
people had an opportunity to comment 
on this* and none of them voiced any 
dissent from the views expressed by all the 
experts individually —• that there was no 
evidence of a long-term trend, but there 
was evidence of considerable cyclical 
volatility. 

increase in prices 

Q: Would increases in the prices of 
raw materials be an effective and efficient 
way to help developing nations, in your 
opinion? 

A? No, they would not be. I believe 
that a general policy of raising the price 
of raw materials would have serious 
effects on the world economy and thereby 
on the developing countries themselves. 
There are actually two forms of indexa¬ 
tion, and people who talk about indexa¬ 
tion usually mean only the so-called direct 
indexation. In direct indexation there 
would be intervention in particular, raw 
materials markets with the view to raising 
the price above what it otherwise would 
be. Indirect indexation is the other form, 
in which developing countries would 
be compensated in some way for any 
adverse movement in the prices of the 
commodities they export relative to their 
import prices. 

Q: Some people have pointed out 
that the industrial nations also produce 
huge quantities of raw materials while 
flamy developing nations do not export 


commodities for which price-fixing agree¬ 
ments would be feasible. What is your 
opinion on that? 

A; It is quite true that many raw 
materials are exported by developed 
countries—especially by the United States. 
We are large exporters of grains, cotton 
and various other raw materials. It is also 
true that direct indexation is not only 
undesirable but also unfeasible for many 
raw materials. Indirect indexation, how¬ 
ever, could probably be implemented in 
some form or other. 

producer cartels 

Q: Is it realistic to expect commodity 
prices to be set by the free market in the 
future, or will prices be set by producer 
cartels? 

A: The scope of producer cartels is 
really quite limited. The case of OPEC 
is a very special one, which has raised 
unjustified expectations. According to a 
study made by the Council on Internatio¬ 
nal Economic Policy in the United States 
last year, there are only two strategic 
industrial commodities among about 20 
they studied in which cartelization would 
be feasible -chrome and platinum. 
Rhodesia is a major producer of chrome 
and South Africa is a major producer of 
both chrome and platinum, which makes 
it very doubtful whether cartelization is 
politically feasible. The Soviet Union also 
is a major factor in both of these markets. 

Q: Could developing countries that 
try to form cartels conceivably turn out 
to be the losers—for example, if the 
industrial countries undertook an all-out 
efTort to develop alternative sources 
of supply or substitutes? 

A: Yes. There are many examples of 
this — of raw materials that became too 
expensive or otherwise unavailable, lead¬ 
ing the developed countries to develop 
substitutes. Natural rubber is a rather 
recent example. Sugar can be produced 
in many parts of the world. In the case 
of copper, there are low-grade copper 
deposits in abundance in the United 
States. Thev cost more to produce than 
copper in Chile, But if the price is high 
enough production becomes feasible. 
Moreover, once these high-cost mines are 
opened up they will almost certainly be 
kept in production — if necessary by pro¬ 
tection. So the game of raising these 
products prices artificially is a very dan¬ 
gerous one. 

Q; Presumably it would be possible 
to make commodity prices more stable 
without forcing them above some long¬ 
term market objective. Would price 
stabilization agreements, with consumer 
country cooperation, solve some of the 


problems experienced by developing 
nations? 

A: Yes, I am strongly in favour of 
measures to prevent excessive fluctuations 
in commodity markets. I believe that 
many commodity makets do have a 
tendency to overshoot in the downward 
direction—and that is in the interest of 
neither the producers nor the consumers. 

I am in favour of measures to make these 
markets more stable, and this would be 
in addition to anything that may be done 
in the way of indirect indexation. 

Q: What kinds of commodity agree¬ 
ments would work and what kinds of 
agreements would not work? 

A: The most promising still seems to 
be a buffer of some kind. The experience 
with buffer stocks has been mixed. One 
cannot say that to have been an unquali¬ 
fied success. But neither have they proved 
to be a failure. Buffer stocks have broken 
down mostly because they were not large 
enough. I hey do require a considerable 
investment, and that 1 think -is what the 
developed and developing countries could 
usefully be talking about, rather than 
about a new economic order and ideas 
like that. 

alternative ways 

Q: Are there alternative ways to 
stabilize the incomes of nations that are 
dependent on raw materials exports? 

A: Compensatory financing is certainly 
a possibility. It is something that has been 
tried and has had a modest success. This 
success has been modest mostly because it 
has been done on a very modest scale. 
The International M one tar' Fund has 
made a facility of this kind for about 10 
years, but it really had not been a big 
thing. The European Economic Com¬ 
munity recently concluded an agreement, 
which also involves a rather small amount 
of money. It is conceivable that Japan 
and Canada at some point would be wil¬ 
ling to cooperate in similar arrangements. 

Q: Aside from the proposals we have 
already discussed, do you see additional 
opportunities for a constructive approach 
to economic relations between the indus¬ 
trial nations and the developing nations? 

A: Yes, there are a number of things 
that could be done, I believe that the gold 
in the International Monetary Fund could 
be used productively. The main difficulty 
with that is that it presupposes some 
kind of agreement as to what is going to 
be done with gold generally, and that 
needs further elaboration. A great deal 
can be done in the area of investment. In 
trade policy, we have made some progress 
in the way of generalized preferences for 
manufacturing exports from developing 
countries. 
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Q: What, in your opinion, are the 
prospects for the seventh special session 
of the UN General Assembly, which 
meets in early September to discuss these 
issues? 

A: I have not given up hope that this 
may be a useful forum. Much depends 
on the attitude taken by the developing 
countries individually, and on the attitude 
of the UN and some of its specialized 
agencies—especially UNCTAD. 

If the special session is going to be 


devoted primarily to rhetoric about the 
new economic order, then the world 
political system may receive u very serious 
setback—because it is clear that the United 
States and a number of other countries 
are not going to go along with this under 
any circumstances. On the other hand, it 
is also conceivable — and L hope this will 
be the case—that constructive proposals 
will be made from both sides. I hope that 
the United States will make constructive 
proposals and that there will be a national 
discussion — which could take some time. 


Pepsi-Cola in Hungary 


In 1972 the Hungarian Institute for 
Market Research conducted a study of 
‘.Production and consumption problems 
of aerated soft drinks and other non¬ 
alcoholic drinks.” The study stated: 
“On the basis of the production and 
marketing problems studied in the 
course of the market research the trends 
in consumption and the factors influenc¬ 
ing it, the situation of nonalcoholic 
drinks in Hungary can be sumed up as 
follows: 

(i) The demand exceeds supply; the 
market can be greatly expanded 
and production increased; 

(ii) production is the key factor for 
development; and 

(iii) The enterprises arc unable to 
effectively solve the problems 
from their own resources”. 

We visited the Budapest Mineral 
Water and Ice Industry Enterprise, the 
only Hungarian enterprise specialising 
in the production of soft drinks to find 
out about the concrete problems behind 
the general issues raised by the study 
in 1972 and how many of these still 
exist. Department manager, Jcno 
Maurer replied to our questions. 

marked a turning-point in 
Hungarian soft drink manufacture. 
It was then that Coca-Cola , 
manufactured in Hungary under 
licence , first appeared on the 
Hungarian market . This is known 
by the experts as a modern soft 
drink. What is understood by the 
term “ modernity '* as applied to 
soft drinks ? 

“Modernity applies to the techno¬ 
logy. With the introduction of Coca- 
Cola and later Pepsi-Cola into Hungary, 
the most up-to-date manufacturing tech¬ 
nology was also introduced. We found 
that not only are different syrups requi¬ 
red for modern soft drinks, but also 
treated water and modem bottling 
machines. Soft drinks cannot be x$ade 
from any water available because tap 
water does not absorb carbon dioxide to 


the required extent. It was therefore 
necessary to build a water treating plant, 
something not previously used in indus¬ 
try in Hungary. 

Before 1968 the Budapest Mineral 
Water and Ice Industry Enter¬ 
prise had a practical monopoly 
of the Hungarian market. This 
situation was completely altered 
with the appearance of Coca-Cola . 
What happened in your enter¬ 
prise then ? How did you come to 
buy the Pepsi-Cola licenceT'. 

“That is an interesting story. Up 
to the sixties we continued to produce 
our traditional products, but it was 
becoming increasingly difficult to sell 
them. Moreover, Coca-Cola appeared 
in Hungary in 1968 and wc were 
obliged to act. At that time we were 
not familier, with the modern techno¬ 
logy mentioned earlier, so wc would not 
have been able to regain our earlier 
position through our own efforts. Wc 
had to find a company competing with 
Coca-Cola on the world market and 
that was not difficult to do. Pepsi¬ 
Cola was ideal for that purpose.*' 

"So, by 1971 there were two aerated 
soft drinks , identical in purpose 
and quality andfully satisfying de¬ 
mands on the Hungarian market 
where there had previously beat 
none . Have you succeed in making 
Pepsi-Cola a competitor for Coca- 
Cola^.. 

We were and still are competing. 
This can be demonstrated best by figures. 
In 1973 around 133 million bottles 
of Pepsi-Cola were produced and 84 
million bottles of Coca-Cola. (These 
quantities are for small bottles). The 
volume is approximately the same for 
1974. The situation is also reflected 
in the fact that Pepsi-Cola at present 
has five plants in Hungary while Coca- 
Cola is only building its third plant'*. 

" Pepsi-Cola gives half a decilitre more 
for 3 forints—rthe retail shop 
price—than CoIa*Cola f in other 


but which at least will prevent things 
from getting worse and in duc<course wUl 
lead to effective help for the developing 
countries. I am in favour of doing some* 
thing for developing countries., 1 hppe 
the United States will take the lead atidj 
believe other countries have already done, 
something too defuse the kind of extre¬ 
mism, the kind of purely ideological 
approach that can be heard from a ,few 
developing countries but that is not 
supported by many others. 

Courtesy : VSIS 

Dr. Csaba Szabady 

words , it is cheaper. Does this 
influence consumers ?’ ’. 

“In 1971 wc conduced a question¬ 
naire survey over a period of three days 
in five ABC food stores in Budapest. We 
provided three competition products for 
the study, that is Coca-Cola, Star-Cola 
and Pepsi-CoJa. Whenever a customer 
selected one of these drinks he was asked 
to reply to the questionnaire. 

After evaluating the sales and rep¬ 
lies, even wc were surpiised by the 
results: 73 per cent of the customers 
selected Pepsi-Cola. But what was 
even more surprising was that the 
main factor influencing the decision was 
not the difference in quantity but taste. 
This cm be traced back to the fact that 
the fruit aroma of Pepsi-Cola is closer 
to Hungarian taste than the cough 
syrup taste of Coca-Cola. Publicity 
wa; ranked as the second factor and 
the difference in quantity came only 
third”. 

“// is well known that cooling is sti¬ 
pulated as a condition for sales 
of the cola drinks manufactured 
under licence. However , this is 
a l wavs followed in practice. 
What do you do in the interests 
of coolingV 

“1 must begin by correcting a mis¬ 
conception; the contract makes no 
provisions regarding cooling. If a res 
taurant serves lukewarm cola that docs 
not mean that we are breaking otir 
licence rules. It is another matter that 
uncooled Cola is not refreshing and in¬ 
deed, is not even pleasant. For this 
reason, the Pepsi-Cola company’s most 
active programme, which we too are 
pursuing, is the provision of refrigera¬ 
tion facilities. The company therefore 
spends substantial amounts each year for 
purchasing refrigerators. Our budjget 
for this purpose amounts to hundreds 
of thousands of forints. We use $his 
money to purchase refrigerators and 
place them at the disposal of retailers* 
We give them for use, not as gifts. We 
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are thus able to stipulate that Pepsi- I 
Cola must be cooled and we make regu- I 
lar checks. We have to make o»n- ! 
siderable efforts to ensure that the rc- j 
frigerators we give are used to cool our | 
product- There have even been cases ! 
where the drinks were cooled in the i 
crates which meant linn the space was j 
used very inefficiently". 

*'So He have learnt to produce modem , I 
aerated soft drinks in Hungary atuk A 
there is also the possibility 
buying licences. A sn result tne 
range of products has been ex¬ 
panded. However, the Hungarian 
market is comparatively limited * j 
how far is it worth carrying this j 
process '? When can saturation be J 
expected? j 

“I characterised this process a lew J 
years ago by saying that this will he j 
one of the few branches of industry I 
where the classical commercial factors i 
will come into play. A healthy market i 
competition will develop: the weaker j 
will disappear and the stronger survive. 1 

Apmnd 500 million bntlles aerated j 
soft d*ink were manufactured in Him- ■ 
gary in 1973 and this Injure will use ; 
to appioximalely (>00 in:ll»on this year. 

By the tune peak cn.o.ity is reached, ! 
L believe that it will he possible to sell 
KUO- -1,000 mill on bottles a year. We 
will piobablv reach ie' itive market . 
saturation hv the autumn of l u 75 when 
we must begin to use marketing means 
in earnest. We are prepared this. 

As [ have mentioned, our com pane earn*, 
well from manufacturing soft drinks 1 
and good commercial publicity i. there- 1 
fore a vital necessity lor us/' 

k 'In the ease of a competitive product , 
advertising t\n be wry effective . 
and ois'o ability to satisfy the ! 
demand during shortage s. How 
an you aide to can 1 out the 
Pepsi-Co la ('ompaux's central 
advertisement programmeT\ 

“We receive the programme which 
we adapt to suit our needs, that 
is, we are given a free hand to a cer¬ 
tain extent. Accordingly, vve determine 
our advertising strategy so that it al¬ 
ways serves our commercial objectives 
as far as possible. For this reason, 
our advertising is still restricted to pres¬ 
tige advertising onlv. This is because we 
do not yet have a sufficient quantity 
of materials one of the basic conditions 
for advertising. 

This limits our advertising possibili¬ 
ties. Wc do not. use TV advertisements 
for example and wc had difficulty in 
making the Fcpsi-Ccla company under¬ 
stand this/* 
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Guidelines on Rural 
Indebtedness 

In a letter to all chief ministers, 
the union minister of Agri¬ 
culture and Irrigation, Mr. 
Jagjivan Ram, has called for 
quick action to follow up the 
moratorium on rural debts 
with measures for redemption 
of debts in the case of the very 
poor and the liquidation of 
rural indebtedness by stages 
in the case of others among the 
weaker sections. The letter also 
outlines the steps to be taken 
to fill the credit gap that may 
arise. It also, forwards the 
major conclusions of an Inter- 
Ministerial Group which was 
constituted in the Department 
of Rural Development of the 
union ministry of Agriculture 
and Irrigation to examine the 
various issues. While the 
states have been advised to 
bear in mind the conclusions of 
the group in drafting their 
legislation, this need not pre¬ 
vent a state from adopting 
any other model on one or 
more points, if that is found 
to be more suited to the local 
conditions so long as the main 
objective of giving relief to 
the weaker sections is kept 
fully in view. 

Packaged Commodity 
Regulation 

The* government of India 
has amended the Packaged 
commodities Regulation Order 
to exclude certain commodi¬ 
ties and consumer items from 
the requirement to display 
indications regarding weight, 
contents and price. The 
amended order will come into 
force from October 2 instead 
of September I, the date 
originally set. This was an¬ 
nounced by Mr A. C. George, 
minister of state for Industry 
and Civil Supplies, recently. 


The changes in the order issued 
under the Defence and Internal 
Security of India Rules 1971 
on July 28 last.Tollows repre¬ 
sentations received from 
state governments, manufac¬ 
turers, industry, trade and 
consumers. An official Press 
note said the revised order 
which was published in the 
Gazette of India on August 
22, provided “greater degree 
of consumer protection at the 
relatil levels.” 

The government is also 
considering further measures 
of consumer protection and 
promotion of fair trading 
practices, the Press note added. 
The order does not apply to 
commodities used by any in¬ 
dustry including servicing in¬ 
dustry as raw material or 
otherwise, wholesale packages 
commodities used for mining 
and commodities used for bulk 
consumption or commodities 
for export. It also docs not 
apply to very small package 
and also to bidis and incense 
sticks (agarbati). 

The minister also pointed 
out that the government might 
take initiative to prosecute 
those who indulge in counter¬ 
feiting the branded products. 
Till now it was up to the 
manufacturer or the consumer 
to file a suit against the 
culprit. 

Norms for Inventory 
Credit 

The Reserve Bank has 
accepted the recommendations 
made by the Study Group to 
frame guidelines for follow-up 
of bank credit (Chairman: 
Mr P. L. Tandon) in so far as 
they relate to norms for inven¬ 
tory and receivables, approach 
to lending, style of credit and 
information sytezn. Fifteen 
major industries, including 


jute and cotton textile, have 
tight norms for bank finance 
for inventory and receivables. 
Manufacturing units are asked 
to pjit in their own funds up 
to a Minimum of 25 per cent 
of working' capital needs as 
part of a disciplining of the 
industrial sedlyr in the use of 
bank finance. • 

Accepting the<jecommen- 
dations of the studjt, group, 
the Reserve Bank told banks 
that initially, all industrial 
borrowers including small 
units with aggregate limits 
from banks in excess of Rs 10 
lakhs would have to be brought 
under the purview of the new 
norms. Other borrowers would 
be covered progressively “as 
early as possible”, according 
to a Reserve Bank of India 
press release. In cases where 
bank finance contiunes to be 
in excess of the norms without 
justification for over two 
months, banks are asked to 
levy a penal rate of interest 
for the excess borrowings. 
The 15 industries to be covered 
include cotton and s>thetic 
textiles, man-made fibre, jute 
textiles, rubber products, 
fertilisers, pharmaceuticals, 
dyes and dyestuffs, basic 
industrial chemicals, vegetable 
oils and vanaspati, paper, 
cement, automobiles and engi¬ 
neering industries. 

Export of Consultancy 
Services 

The Reserve Bank has 
advised the scheduled com¬ 
mercial banks that they may 
grant suitable pre-shipment 
credit facilities against consul¬ 
tancy agreements to consul¬ 
tancy firms for meeting the 
expenses of technical and other 
staff employed for the indus¬ 
trial and other projects set 
up in foreign countries and 
purchase of any materials 
required for the purpose, after 
taking into account the ad¬ 
vance payments received 
against the contracts. Interest 
at a rate not exceeding 11.5 
per cent per annum should be 
charged upto a maximum 
period of 90 days and, in case 
of extension in the period of 
packing credit due to delays 
attributable to reasons beyond 
the control of the exporter, 
interest at a rate not exceeding 


13.5 per cent should be charged 
for a further period not ex¬ 
ceeding 45 days. It is em¬ 
phasised that all other terms 
and conditions governing the 
pre-shipment credit scheme 
will have to be observed. The 
banks may also consider 
issuing suitable guarantees to 
exporters of consultancy ser¬ 
vices, taking into account the 
competence of the firm to 
undertake the assignment in 
question and other related 
aspects. The advance pay¬ 
ments received would generally 
be kept with banks and drawn, 
as required, for meeting the 
project expenses. 

It has been decided by the 
Reserve Bank of India that 
commercial vehicles, including 
mopeds (three-wheelers), loco¬ 
motives, and central heating 
and industrial cooling equip¬ 
ment will also be eligible for 
the concessional rate of in¬ 
terest on pre-shipment credit 
upto 180 days at 11.5 per cent 
and for a further period of 
90 days at 13.5 per cent 
wherever applicable. 

National Permits for 
T ransport 

The Secretary of the minis¬ 
try of Shipping & Transport, 
Mr M. Ramakrishnayya, who 
presided over the meeting of 
Transport Secretaries and 
Commissioners from 31 states 
and union territories, ex¬ 
plained in brief the rationale 
and urgency of introducing 
the national permit system 
to ensure speedier flow of 
goods transport throughout 
the country. Every state 
representative welcomed the 
move and assured fullest co¬ 
operation for the early imple¬ 
mentation of the scheme. It 
was felt that while granting 
national permits—which will 
be in addition to the zonal 
permits already in vogue- 
special efforts will be made 
to induct new entrants, parti¬ 
cularly the educated unem¬ 
ployed and exservicemen. 

On the charge of a com¬ 
posite fee of Rs 700 per 
state per vehicle, a number of 
representatives expressed their 
anxiety that the fee suggest¬ 
ed was very much lower than 
they were charging at present 
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and the present fee might 
cut into their revenues. But, 
since the main idea of the 
scheme was to encourage 
small operators and speedier 
movement of goods, a con¬ 
sensus was arrived at to ac¬ 
cept the suggested composite 
fee in the larger interest of 
the national economy. Each 
state will get some compen¬ 
sation by way of authorisa¬ 
tion fee at a flat rate of Rs 
500 per permit to meet the ad¬ 
ministrative and other ex¬ 
penses which was being intro¬ 
duced for the first time. 
The situation will be reviewed 
after the scheme had been 
in operation for a year. The 
total number of National 
permits likely to be issued in 
in addition to the zonal per¬ 
mits was expected to be about 
5.200. 

State Loans 

The state governments have 
issued new loans for amounts 
aggregating Rs J6J crorcs, 
according to a Reserve Bank 
of India press release. The 
biggest issue of Rs 35.75 crorcs 
is by Uttar Pradesh followed 
by Maharashtra’s Rs 24.50 
crores and Tamil Nadu's Rs 
23.75 crores. The following 
are the other state loans, with 
the amounts given in brackets: 
Bihar (13.75 crores); Gujarat 
(Rs 16.50 crores); Jammu and 
Kashmir (Rs 2.25 crores); 
Haryana (Rs 8.50 crores) 
Kerala (Rs 8.25 crores); 

Madhya Pradesh (Rs 9 crores); 
and Rajasthan (Rs 18.75 cro¬ 
res). All ten loans will bear 
interest at six per cent per 
annum and will be issued 
at Rs 99.00 per cent. They 
are redeemable at par after 
ten years, i.e. on September 
1, 1985, They will open for 

subscription on Monday, 
September I, and close on 
Friday, September 5 or earlier 
without notice as soon as 

subscriptions approximate to 
the amount of each issue. 

Power Corporations 

The union Cabinet re¬ 

cently approved a proposal 
of the Energy ministry to set 
up two power generation 
corporations—one for thermal 
and the other for hydel. The 
two corporations, the National 


Power Corporation and the 
National Hydro Electrical 
Power Corporation, will be 
set up under the Companies 
Act. Initially those two 
corporations will take over 
the central sector power 
projects in the country. At 
present the centre runs one 
thermal power station at 
Badarpur and has taken up 
construction of three hydro¬ 
electric power stations at 
Loktak, Baira-Siul and Salal. 
The two corporations will 
ultimately take up the cons¬ 
truction of the proposed 
super thermal power stations 
as well as big hydro-electric 
power stations to meet re¬ 
gional power requirements. 

Credit Facility to 
Nepal 

This country has agreed 
to extend existing stand-by 
credit facility of Rs 10 crores 
to Nepal fora period of m\ 
months from August 23. 1975. 
Letters to this effect were ex¬ 
changed recently b> Mr 
M G. Kaul, Secretary, De¬ 
partment of Economic Affairs 
in the ministry of Finance 
on behalf of the government 
of India and Mr K.B. Malla, 
Ambassador Extraord inar> 
and Plenipotentiary, on behalf 
of His Majesty’s government 
of Nepal. India has bejn 
extending a stand-by credit 
facility to Nepal for the last 
2* years. The current Agree¬ 
ment was signed on May 21. 
1975. It provides for a 
revolving credit whereby 
Nepal can continue to draw 1 
upon the facility and repay 
the current due within the 
overall ceiling of Rs 10 cro¬ 
res. 

Commonwealth Finance 
Ministers’ Meet 

The official delegation 
to the Commonwealth Fina¬ 
nce Ministers' Conference 
headed by Mr M.G. Kaul, 
Secretary, Department of 
Economic Affairs, left for 
Georgetown recently 

The Commonwealth Fin¬ 
ance Ministers' Conference 
was preceded by official-level 
talks on August 24 and 25. 
The finance ministers met on 
August 26 to 28, 1975. 

On his way to Georgetown 


Mr Kaul stopped at Teheran 
for a day to continue his 
talks with the Iranian autho¬ 
rities for finalisation of the 
agreement on the Kudremukh 
project. The Indian dele¬ 
gation will leave George¬ 
town for Washington on 
August 30, 1975 to take part 
in the annual meetings of 
the Boards of Governors of 
International Monetary Fund 
and the World Bank. 

One of the items before 
Commonwealth Finance Mi¬ 
nisters’ Conference is the 
implementation of the U.N. 
Resolution on New Inter¬ 
national Economic Order. 
This aims at transfer of re d 
resources and technology 
from developed to deve¬ 
loping countries. The other 
items include the role of 
gold, the question of setting 
up a Commonwealth Invest¬ 
ment Bank and technical co¬ 
operation among Common¬ 
wealth countries. 

IDA Credit for Railways 

Indian Railways have re¬ 
ceived a credit of SI 10 mil¬ 
lion from the International 
Development Association, 
the soft-lending affiliate 
of the World Bank. This 


credit is intended to finance 
a major portion of the Indian 
Railways’ foreign exchange 
requirement for the 20-month 
period, from August 1975 to 
March 1977. This is the 13th 1 
and the highest ever credit 
received by the Railways. The 
previous highest was $80 mil¬ 
lion received last year. A 
Railway Board team headed 
by its Chairman had gone 
to Washington to negotiate 
this loan with the World 
Bank. 

Assistance for CMDA 

This country is to receive 
a gram of over Rs three 
crores (Dfl 10 million) 
from the Netherlands for 
the development programme 
of the Calculi a Metropoli¬ 
tan Development Authority 
(CMDA). Letters io this 
effect were exchanged re¬ 
cently between Mr M. Nara- 
simhan. Additional Secretary 
in the ministry of Finance 
and Mr Tj. A Mcurs, Ambas¬ 
sador of the Netherlands. 
The grant in primarily meant 
as a reinforccmeni of the 
social services programme in 
the Calcutta area. It includes 
Rs 1.50 crore» for expediting 
completion of 12 Hospital 


6 Per Cent 

Uttar Pradesh State Development Loan, 1985 

ISSUE PRICE RS. 99.00 PER C ENT 
OPENS FOR SUBSCRIPTION ON 
1st SEPTEMBER 1975 

The loan will be closed as soon as total amount of approxi¬ 
mately Rs. 35.75 crorcs has been subscribed and in any case not 
later than the close of business on the 5th September 1975. 

THE LOAN WILL BE UTILISED TOWARDS THF DE¬ 
VELOPMENT PROGRAMME OF UTTAR PRADESH. 

1. Offices of the Reserve Bank of India at Ahmcdabad, 
Bangalore, Bombay (Fort and Byculla). Calcutta, Hyderabad. 
Kanpur, Madras, Nagpur. New iiclni and Patna. 

2. State Bank of Bikaner and Jaipur at Jaipur. 

3. Branches of the State Bank of India within the State of 
Uttar Pradesh except at Kanpur. 

ALL ARE REQUESTED TO SUBSCRIBE GENEROUSLY 
TO THIS NEW LOAN. APPLICATION FORMS AND 
FULL PARTICULARS BE OBTAINED AT ANY OF THE 
ABOVE RECEIVING OFFICES. 
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Projects and Rs 0.40 crores 
for the construction of 47 new 
primary schools and improve¬ 
ment of about 100 existing 
ones. The balance is for ac- 
i celerating the execution of 
Bustee Improvement Pro¬ 
gramme. The grant is to be 
utilised by May 1, 1976. Un¬ 
like the normal Dutch aid 
which is meant to finance im¬ 
ports of goods and services, this 
special assistance has been 
provided to cover local cur¬ 
rency expenditure. The grant 
is in addition to,the financial 
assistance of Rs 74.83 crores 
(Dfl 212 million) already com¬ 
mitted bv the Netherlands for 
1975-76/ 

During 1974 the Nether¬ 
lands spent 428.7 million 
dollars in government aid to 
developing countries. This is 
0.62 per cent of the Gross 
National Product (GNP), 
which is a big increase com¬ 
pared to 1973, when the aid 
was 0.54 per cent of theGNP 
(323.5 million dollars). With 
a percentage of 0.62, this coun¬ 
try came in 1974 second on 
the list of 17 rich countries, 
after Sweden (0.72 per cent) 
and followed by France (0.60 
per cent). The average per 
country was 0.33 per cent of 
the GNP. In 1.974 the 17 in¬ 
dustrialised countries, joined 
in the Organization for Econo¬ 
mic Cooperation and Deve¬ 
lopment (OESO), together 
spent 11.3 million dollars in 
government aid (in 1973: 9.4 
million dollars). 

Engineering Exports 

India's exports of engineer¬ 
ing goods in 1974-75 register¬ 
ed a record increase to Rs 
353 crores as compared to Rs 
201.27 crores in 1973-74. This 
remarkable performance was 
achieved despite constraints on 
production like raw material 
shortages, power cuts and 
shipping difficulties. It is ex¬ 
pected that this uptrend will 
continue in the current year 
1975-76 also. Significantly 
the increase in the engineering 
exports was due not only to 
higher unit value realisation 
but larger offtake in terms of 
volume. The quantum index 
of exports of machinery and 
transport equipment, for in¬ 
stance, represented a rise of 


60 per cent in terms of volume 
while the unit value index was 
higher by 18 per cent. 

In order to sustain the 
growth rate of engineering ex¬ 
ports in the years to come, the 
government of India have 
taken quite a few measures in 
the recent past. The preship¬ 
ment packing credit for cer¬ 
tain medium and heavy engi¬ 
neering goods has been ex¬ 
tended from 90 to 180 days. 
The policy of export on defer¬ 
red payment terms has been 
liberalised. The procedure 
for allocation of indigenous 
steel for export production has 
been simplified; such cate¬ 
gories of steel as are not avail¬ 
able locally are being import¬ 
ed for the exclusive purpose of 
export production. 

New Incentives 

The government has recen¬ 
tly taken decisions on the 
Sondhi Committee report on 
engineering exports. The 
decisions are: (a) Rate of cash 
assistance for export of capi¬ 
tal goods and turn-key pro¬ 
jects will be protected till the 
completion of the contract. In 
respect of other engineering 
goods, the protection will be 
available for three years, (b) In 
case the JPC steel prices are 
revised upward by 10 per cent 
more, contracts entered into 
by exporters up to the day of 
revision will be protected; pro¬ 
vided they do not contain any 
escalation clause, (c) All im¬ 
ports including raw materials, 
steel, cement and power will 
be made available to ex¬ 
porters to the maximum extent 
possible and to ensure this, a 
high powered Inter-Ministerial 
Committee has been set up. In 
respect of advance licences 
for exports, import duty will 
not be charged, to obviate the 
formality of subsequent re¬ 
fund. Necessary modalities 
are being finalised in this re¬ 
gard and the Industrial Deve¬ 
lopment Bank will be the focal 
point for processing expor¬ 
ters proposal involving defer¬ 
red payments. 

Korba Plant * 

The first ever aluminium 
produced in the public sector 
to reach consumers at home 
has started moving from 


Korba smelter of Bharat 
Aluminium Company Limited 
(BALCO). Hitherto, BALCO 
was selling alumina and most 
of it was being exported to 
Russia, Thailand, Indonesia 
and Spain. With the commen¬ 
cement of metal sales, the 
company now looks forward 
to an eight-fold increase in its 
sales turnover during the curre¬ 
nt financial year. BALCO will 
also continue to sell alumina 
and alumina hydrate both at 
home and abroad. This com¬ 
bined sales effort is likely to 
fetch BALCO a sales earning 
of Rs 28 crores to Rs 30 cro¬ 
res this year against Rs 3.7 
crores last year. This will 
yield, apart from the sales tax, 
an excise revenue earning of 
over Rs 9 crores to the union 
government. BALCO will also 
be in the market shortly for 
sales of carbon electrode paste 
produced at its anode paste 
plant for use by ferro-alloy 
manufacturers. 

Extension of ESI 

Nearly 600,000 additional 
workers will get benefit from 
the ESI schemes. The ESI Act, 
1948 has been amended to in¬ 
crease the wage limit for cove¬ 
rage of employees from Rs 
500 to Rs 1,000 per month. 
This amendment will also 
cover those 200,000 employees 
who had crossed the earlier 
wage limit of Rs 500 and were 
not eligible for the benefit. 
The scheme covers about 4.95 
million insured persons and 
over 19 million beneficiaries in 
376 centres throughout the 
country. 

A beginning towards exten¬ 
sion of scheme to new classes 
of establishment has already 
been made. The scheme has 
been extended to new classes 
covering about 170,000 emplo¬ 
yees in various centres in the 
states of Andhra Pradesh, 
Kerala, Haryana, Punjab, West 
Bengal and in the union terri¬ 
tory of Delhi. The state gov¬ 
ernments of Assam, Bihar, 
Karnataka, Maharashtra, 
Rajasthan, Utter Pradesh and 
the Union Territories of Pon¬ 
dicherry and Chandigarh have 
also notified their intention to 
extend the scheme to new clas¬ 


ses of establishment and an 
additional 300,000 employees 
are expected to be covered 
under the scheme by the 
end of 1975-76. 

Provident Fund Scheme 
Revision 

Mr K.V. Raghunatha Reddy 
minister of Labour informea 
the members of the Consulta¬ 
tive Committee attached to his 
ministry recently that the de¬ 
centralisation of the adminis¬ 
tration of the Employee’s Pro¬ 
vident Fund Organisation has 
been agreed to and as a first 
step in this direction it has 
been decided to set up sub¬ 
regional offices at Meerut, 
Nagpur and Surat. These 
offices are being set up to 
streamline the accounts work 
and for speedy settlement of 
cases. 

Regarding fixation and re¬ 
vision of minimum wages the 
minister said that proposals 
for amendment to the Mini¬ 
mum Wages Act are under 
consideration so that the mini¬ 
mum wages could be revised 
at least within three years 
where they are linked with 
consumer price index numbers 
and in other cases within two 
years. 

Disposal of Industrial 
Disputes 

Vigorous efforts made by 
the Chief Labour Commis¬ 
sioner’s organisation to settle 
pending industrial disputes 
have resulted in considerable 
improvement in industrial re¬ 
lations in the country. This 
drive was recently intensified 
for creating a climate of in¬ 
dustrial peace and harmony for 
implementation of new econo¬ 
mic programmes. The reports 
received from all over the 
country since the declaration 
of emergency indicate that 
there was no work stoppages 
in the central sector. This 
has contributed largely to the 
welfare of workers and better 
industrial peace. 

Supersonic Flights 

For the price of a 7p stamp 
the chance of a three* and-a- 
half hour flight at twice die 
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speed of sound is being offer- 
by British Airways to every 
man, woman and child in Bri¬ 
tain, aged seven and over. 
British Airways plans to give 
this supersonic day trip on 
Concorde to 35 members to 
be chosen from postal appli¬ 
cations in a unique national 
ballot. 

Announcing the plan recently 
British Airways Managing 
Director, Henry Marking, 
said: “We wanted to find a 
way for the public to share in 
the achievement and the cxite- 
ment of the world's first super¬ 
sonic airliner. 

Fuelling Machine Head 

Dr H. N. Sctlina, Chair¬ 
man, Atomic Energy Commis¬ 
sion severely condemned the 
prevailing attitude of accept¬ 
ing anything “non Indian as 
good even after twenty-five 
years”. Dr Sethnu made this 
observation while accepting on 
behalf of ALC the fuelling 
machine head, very critical 
part manufactured by C ooper 
Engineering Limited, at a 
special function held at Chin- 
chwad, eighteen kilometres 
from Poona, where the fac¬ 
tory is located. 

Margin Money for 
Cooperatives 

A total allocation of Rs 
4.55 crores has been made by 
the Department of civil Sup¬ 
plies and Cooperation, minis¬ 
try of Industry and Civil Sup¬ 
plies, for payment of margin 
money to cooperatives during 
the current year. This has 
been done to enable coopera¬ 
tives to step up their work 
substantially in relation to the 
distribution of controlled 
cloth and other essential con¬ 
sumer articles. I he central 
government has enlarged the 
scope of the margin money 
scheme for consumer coopera¬ 
tives. Funds would be made 
available to the state govern¬ 
ments specifically for streng¬ 
thening the share capital base 
of consumer cooperatives so 
that they may have adequate 
margin money to raise more 
funds from banks for their 


expansion and business activi¬ 
ties. 

The margin money scheme 
has two basic components, 
namely, (1) funds for coopera¬ 
tives operating as wholesalers 
and sub-wholesalers; (2) funds 
for the consumer cooperatives. 
The allocation of margin 
money for the first category is 
Rs 2.55 crores, while that for 
the second category (consu¬ 
mer cooperatives) the sum ear¬ 
marked is Rs 2 crores. 

Cooperatives in 
Handloom Sector 

The government has decid¬ 
ed to bring 60 per cent hand- 
looms under cooperatives b\ 
the end of fifth Plan from the 
existing 30 per cent. This was 
informed by the deputy minis¬ 
ter of Commerce, Mr Vishwa- 
nath Pratap Singh in a meet¬ 
ing with the representatives ol 
handloom weavers and hand- 
loom organisations from diffe¬ 
rent states recently. The re¬ 
presentatives were from Bihar, 
UP, Haryana, Madhya Pradesh, 
Karnataka and West Bengal. 

The deputy minister infor¬ 
med them that the spinning 
units were being given licences 
with the obligation of produc¬ 
ing 65 per cent yarn in hanks 
The existing mills had also 
been asked to increase then- 
production of yarn in hank- 
form by 10 per cent as com¬ 
pared to their production in 
1972. This would ensure, the 
deputy minister hoped, ade¬ 
quate availability of yarn to 
the handloom sector. He 
stated that the handloom sec¬ 
tor would contribute 30 per 
cent of the total output of cot¬ 
ton textiles by raising its pro¬ 
duction from the existing level 
of 2200 million metres t<» 
3,000 million metres. For this 
purpose, he further informed 
that the government had issu¬ 
ed orders reserving certain 
lines of production 'for hand- 
loom and powerloom units 
like yarn dyed dhoties, low 
reed pick cloth, all coloured 
sarees, dusters and towels in 
honey-comb weave or Erazha 
Thortu. 


OUR 

CASH CERTIFICATES, 
YOUR 

CASH-REGISTER, 
THE MONEY 
ACCUMULATOR! 


Deposit as little as Rs. 301.70 now - We give you Rs- 1000/- after 
144 months. We have Cash Certificates for Rs. 5000/ and 
Rs 10,000/- too, or even Rs. 500/- and Rs. 100/-. You 
accumulate for as short a period as 36 months. 



It is handy, safe and 

high yielding. 

Amount ycu Amount we 

Period 

Deposit 

Pay 


Rs 301.70 

Rs. 1000.00 

U4 Months 

Rs 368.50 

Rs. 1000 00 

120 

Rs. 607 77 

Rs. 1000.00 

61 

Rs. 698.37 

Rs 1000.00 

48 

Rs 764 17 

Rs. 1000 00 

36 


Tvrivr a f^T 

n a lhTir 


(Wholly owned by the Government of India) 

H O. : 17, North Beach Road, Madras-600 00t- 
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COMPANY 

AFFAIRS 


Equities Recover 

The market commenced the 
week on an easy note bul took 
a turn for the better towards 
the close of the week mainly on 
account of institutional sup¬ 
port. With the absorption of 
sizable blocks of select shares 
by the Unit Trust of India, 
the General Insurance Cor¬ 
poration and other insurance 
companies, bulls were able to 
lift the market. Reports that 
the government was determined 
to accelerate industrial growth 
between eight and ten per cent 
created a favourable impact 
on the market. Meanwhile the 
government's decision to allow 
industrial units going in for 
modernisation and replace¬ 
ment of equipment u> increase 
their production by 25 per cent 
of the authorised capacity 
bolstered market sentiment. 

Operators were inclined to 
subscribe to the idea that more 
concessions would be forth¬ 
coming. A smart increase in 
export also had a bullish impact. 
Besides possibility of a bumper 
kharif crop despite floods in 
many parts also acted as a 
stimulant. Moreover the flow' 
of corporate news was generally 
encouraging. With shipping 
companies having done ex¬ 
ceedingly well last year, their 
shares have been at tract mg 
alien 1 ‘ f m. The week concluded 
on an optimistic note. The 
volume of business was fair 
during the week and the under¬ 
tone constructive. 

Mukand Iron 

Mukund Iron and Steel 
Works Ltd has suffered a set¬ 
back in profit despite a lair rise 
in turnover during the year 
ended March 31, 1975. The 
directors, however, have main¬ 
tained the equity dividend at 
10 per cent. Out of this, six 
per cent will be paid after the 
annual general meeting while 
the bal&nce will be paid in two 


equal annual instalments in 
line with the current dividend 
restrictions. The directors con¬ 
sider the company's results 
satisfactory in the context of 
the adverse effects of the eco¬ 
nomic recession prevailing in 
the country. The financial 
condition and the inner vitality 
of the company, however, conti¬ 
nues to be sound. In order to 
oft-set the adverse economic 
conditions and the low market 
demand for its regular pro¬ 
ducts. the company has diver¬ 
sified its product range by 
developing such varieties of 
steel which are in steady de¬ 
mand and which offer remu¬ 
nerative returns. It exported 
during the year 11,000 tonnes 
of round bars accounting for 
nearly 40 percent of the total 
steel bar exports from the 
country. 

The company’s turnover dur¬ 
ing the year recorded a smart 
rise from Rs 32.37 crores to 
Rs 37.90 crorcs but gross profit 
declined steeply from Rs 4.19 
crores to Rs 2.30 crores. Out 
of the gross profit, the direc¬ 
tors have appropriated Rs 
118.13 lakhs to depreciation 
reserve as against Rs 86.49 
lakhs in 1973-74, while the 
allocation to development re¬ 
bate reserve was slashed to 
Rs 18.50 lakhs from Rs 70 
lakhs in the # previous year. 
The allotment\o debenture re¬ 
dumption reserve was main¬ 
tained at Rs 8 lakhs. After 
adjustments, the directors have 
transferred Rs 137.06 lakhs to 
general reserve as against Rs 
254.15 lakhs previously. The 
tax liability for the year is 
estimated at Rs 9.25 lakhs as 
against Rs 1.07 crores in the 
earlier year, and it will be paid 
out of the general reserve. 

Bharat Stael Tubes 

Bharat Steel Tubes Limited, 
the leading manufacturers of 
steel tubes and pipes, ’ have 
turned out excellent working 


results for the year ended 
March Jl, 1975. The turnover 
has risen by about 83 per cent 
from Rs 12.28 crores to Rs 22.55 
crores. The gross profit has 
increased from Rs 1.82 crores 
in the previous year to Rs 2.31 
crores for the current year. 
After providing Rs 36.78 lakhs 
for depreciation and Rs 1.26 
crores taxation, the net profit 
amounted Rs 68.29 lakhs. 

Despite the corporate tax 
rate being as high as 65 per 
cent the directors have been 
able to recommend a dividend 
of 12 per cent on the equity 
shares for the year ended March 
31, 1975, as against dividend of 
5.8 per cent for the previous 
year. The total reserves as 
on March 31, 1975, aggregated 
Rs 2.92 crores as against 
paid-up capital of Rs 2.91 
crores. The performance of 
the company is indeed 
satisfactory when considered 
against the background of 
unfavourable conditions. 

Increased Exports 

The company's exports regis¬ 
tered a record increase which in 
terms of value accounted for 
almost 50 per cent of the turn¬ 
over as against 33 per cent 
during the previous year. The 
foreign exchange earnings were 
to the tune of Rs 9.15 crores as 
against Rs. 2.75 crores in the 
previous year. The company's 
exports during 1974-75 were 
highest in the tube industry. 
This commendable perform¬ 
ance on the export front was 
achieved by the company in 
spite of severe competition in 
the overseas market. 

Of late, the world prices 
of steel tubes and pipes 
have been declining due 
to recession in the influential 
markets. The company is 
still striving its best to revive 
exports which may not be 
easily accomplished without 
assistance and incentives in 


one or the other manner from 
the government. With the im¬ 
provement in the power supply 
and indigenous Steel produc¬ 
tion. the company expects to 
have better working results 
during the current year. The 
production of steel tubes and 
pipes during four months end* 
*d July, 1975* was of the order 
of 19,500 idnries. The total 
production during 1975-76 Is 
expected to be around 60,000 
tonnes as against 44,645 tonnes 
during 1974-75. 

Export Oriented 

The company is also setting 
up a hand tools project at 
Aurangabad in Maharuhtra 
with an annual capacity of 
5,000 tonnes with 60 per cent 
of the production committed 
lor export. The government 
of India has issued industrial 
licence for setting up of this 
project* 

Bharat Steel Tubes has pro¬ 
moted Apollo Tyres Limited— 
a Rs 25.50 crores project—for 
the manufacture of automobile 
tyres and tubes being set up 
at Chalakudy in Kerala, with 
technical collaboration of 
General Tire International 
Gompany of the United States 
This project will have an 
annual capacity of $00,000 
numbers each of tvrCsflrtd tubes 
and will be producing for the 
first time in the country radial 
tyres. All financial arrange¬ 
ments for Apollo Tyres project 
have been finalised The pub¬ 
lic issue will be made during 
October this year. The project 
is expected to go on stream by 
October, 1976. The steel tube 
project of Apollo Tubes 
I imited, to whom BST nas pro¬ 
vided technical knowhow and 
engineering services, has been 
successfully commissioned dur¬ 
ing May this year, BST has 
also been registered with the 
government of India for manu¬ 
facture of galvanising plants, 
first of which manufactured by 
the company has been success¬ 
fully installed at the Apollo 
Tubes factory at Ranipet. 

Larsen Ie Toubro 

The working of Larsen & 
Toubro Ltd during the period 
April 1, 1975 to July 31, 1975 
has shown a further Impressive 
improvement over the corres 
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ponding period of the previous 
year. Sales for the period 
April-July 1975 wore higher at 
Rs 19,50 crores as compare to 
Rs 15.84 crores in the corres¬ 
ponding period last year—a 
rise of 23 per cent. The order 
backlog stood at Rs 76.52 
crores on July 31, 1975 as 
against Rs 63.25 crores on July 
31* 1974. Production has also 
marked a rise as compared 
to the previous year's perfor¬ 
mance. In tune with the pre¬ 
vailing climate in the country, 
a greater stress is being pul on 
productivity. 

To meet the company's re¬ 
quirement of additional funds 
to finance the Poclain Hydrau¬ 
lic Excavator Project, the 
company had made an issue in 
June this year of right shares in 
the proportion of one equity 
share for four equity shares 
held. The rights were ottered 
at premium of Rs 6 per 
share. As expected, the issue 
was oversubscribed. The equity 
base of the company has now 
increased by 14,90*679 shares to 
74,53,395 eqnity shares issued 
and subscribed. The scheme to 
manufacture hydraulic excava¬ 
tors at Bangalore is progress¬ 
ing as per schedule and the 
first hydraulic excavator is 
expected to roll out by the end 
of this year. 

Giljirat State Fertilizers 

Gujarat State Fertilizers 
Company Ltd has maintained 
its onward march despite 
difficult situation in the fertili¬ 
ser market. The company's 
caprolactam plant commenc¬ 
ed , production in August 
1974. However due to teething 
troubles the total quantum of 
caprolactum the company was 
able to produce from August 
1974 to March 1975 was not 
satisfactory. It .also became 
necessary for the company to 
reduce the price which the 
company had initially fixed for 
the sale of caprolactum by 
12.5 per cent in December 
1974. m response to the request 
of the consumers who were 
themselves faced with the pro¬ 
blem of consumer resistance 
because of the high price of 
the end-product. Taking all 
these factl^rtootiMtrdtioh, 
ittjA a matter; ft?r, spip? satis¬ 


faction that the company's 
profit for the year after meeting 
all expenses and interest on 
loans but before providing for 
depreciation and development 
rebate, amounted to Rs 25.86 
crores. 

After providing Rs 9.33 
crores for depreciation, and 
Rs 5.32 crores for develop¬ 
ment rebate, the net profit 
stood as Rs 11.20 crores. Out 
of this balance of profit, Rs 
3.98 crores have been trans¬ 
ferred to plant and machinery 
replacement reserve, and Rs 
7.22 crores to general reserve. 
After very careful considera¬ 
tion, the directors have re¬ 
commended declaration and 
payment of dividends for the 
year ended March 31, 1975 
at Rs 9.30 per share on the 
preference shares, and at Rs 
12 per share on equity shares. 
The directors have further 
recommended the issue of 
bonus shares in the pro¬ 
portion of the one bonus 
equity share for every three 
existing equity shares. 

Project Dropped 

The company entered into 
agreements for licence, know¬ 
how. design, engineering, supply 
of equipment and services for 
the establishment of manu¬ 
facturing facilities for the 
styrene / polystyrene with 
Messrs. Badger Ltd and its asso¬ 
ciates in July-August 1973. In 
spite of the company vigorously 
following up the matter there¬ 
after, the government's final 
approval of the agreement was 
received only on January 22. 
1975. But much had happened 
during the intervening period. 
There was stiff hike in oil 
prices with further aggrava¬ 
tion in inflationary conditions. 
Meanwhile Messrs Badger Ltd 
asked for an increase in d;sign 
and engineering fee and also for 
an escalation in price of impor- 
ed equipment. After a re¬ 
appraisal the directors have 
came to the ;conclusion that 
the project was not viable and 
hence decided not to go ahead 
with it, • ; ....... 

The coihfiany was issued 
letter of intent by the gpvem- 

for 3,320 


tonnes per year of NylOn-6 
chips for filament yarn, and 
1,000 tonnes per year of nylon-6 
chips for moulding. The com¬ 
pany had finalised arrange¬ 
ments for licence, know-how, 
design and engineering work, 
supply of imported equipment 
and advisory services for the 
manufacture of 3,300 tonnes 
per year of filament grade chips 
and 2,000 tonnes per year of 
plastic grade chips including 
compounded chips, with Messrs. 
Inventa of Switzerland. After 
much discussion and cofhdder- 
able vacillation, the cortipany 
expects shortly to receive a 
modified letter of intent for 
manufacturing 4,000 tonnes, per 
annum of plastic grade chips. 

New Venture 

The company has also been 
issued a letter of intent for a 
new fertilizer plant based on 
fuel oil as feed-stock. The 
company had invited tenders 
for the project and several well- 
known firms had submitted 
their tenders. As much prog¬ 
ress had been made in recent 
years in this particular techno¬ 
logy, the company decided in 
April this year to send a team 
of its experts for visiting 
various fuel oil-based ammonia 
plants, and for discussions with 
the foreign companies from 
whom tenders for the com¬ 
pany's new fertilizer project 
had been received. As a result 
of this visit, revised tenders 
for the project have been re¬ 
ceived from the foreign com¬ 
panies. These tenders are now 
under scrutiny. 

Tamilnadu Dadha 
Pharmaceuticals 

Tamilnadu Dadha Phar¬ 
maceuticals Limited is the first 
state joint venture in this 
country' in the pharmaceutical 
field. The company has been 
promoted by the government of 
Tamilnadu through Tamilnadu 
Industrial Development Cor¬ 
poration Limited with Dadhas 
as joint promoters. The fac¬ 
tory is situated at Dadhanagar, 
Phttavafam, ih Chingfeput dis¬ 
trict. The main objective of 
to; company is to ' manu¬ 
facture life saving drugs 
-ond formulatiqns. The com- 

^v^riou^items of tabjet^Jjjjec- 


tions, capsules, ointments and 
liquid preparations, which are 
being supplied to the various 
government hospitals and insti¬ 
tutions in the state and also 
to central government and 
defence departments. The com¬ 
pany’s marketing activities are 
presently confined to the four 
southern states. In keeping 
up with its objective the com¬ 
pany soon after the inception 
set up the Research and 
Development department, ini¬ 
tially on the pharmaceutical 
formulations. The Research 
and Development department 
has been successful in formulat¬ 
ing a number of new products. 

W ith a view to achieving the 
pronounced objective of meet¬ 
ing the country's need for 
quality drugs at reasonable 
prices, the company has drawn 
up a comprehensive expansion 
programme. The salient fea¬ 
tures of the expansion schemes 
are to substantially expand the 
capacities for the manufacture 

The Calcutta Electric 
Supply Corporation 
Limited 

(Incorporated in England) 

7J % Debenture Stock 1980 
Interest for the Half Year 

Ending 14th October 1975 

Not li t is hereby given that 
Interest at the rate of Rs. 
38.75 P (less Indian Income Tax) 
per Rs. 1,000/- of Stock will 
be paid on 15th October, 1975 
to Debenture Stockholders re¬ 
gistered in the Books of the 
C ompany on 1st October, 1975. 
Applications for transfers re¬ 
ceived at the Company's Office 
at Victoria House, Post Box 
304, Chowringhee Square, Cal¬ 
cutta, upto 1st October, 1975 
wilhif otherwise satisfactory, be 
registered at that date for the 
purpose of participation in the 
above interest. 

Debenture Stock Transfer 
Book will be closed from 3rd 
October, 1975 to 14th October, 
1975 both days inclusive. 

By Order of the Board 
S. K. N1YOGI 
Secretary 

Victoria House, 

Calcutta-1 
18-8-75/LW. 
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of formulations to achieve 
higher production; to take up 
the production of transfusions; 
to set up a division for manu¬ 
facture of cortico steroids, to 
enhance the capacity for cal¬ 
cium lactate and take up pro¬ 
duction of lactic acid—an 
item hitherto being imported 
from abroad and to set up 
a division for the manufacture 
of petroleum products. It is 
expected that the expansion 
will be launched bv middle of 
1976. 

Deposit Insurance 
Corporation 

There was a further rise of 
Rs 949 crores in the total 
insured deposits of banks 
(commercial and coopera¬ 
tive) covered under t he Depo¬ 
sit Insurance Scheme between 
September 1973 and Septem¬ 
ber 1974, according to the 
annual report of the Deposit 
Insurance Corporation for the 
year ended December 1974. 
Insured deposits as on the last 
Friday of September 1974 ex¬ 
ceeded Rs 6,800 crores, rep¬ 
resenting 64.0 per cent of the 
aggregate assessable deposits 
of Rs 10,624 crores, against 
Rs 5,852 crores, representing 
63.9 per cent of the total asses¬ 
sable deposit of Rs 9,152 crores 
a year before. The number of 
fully protected accounts — that 
is, with balances not exceeding 
Rs 10,000 - - went up from 399 
lakhs out of the total of 415 
lakh accounts to 457 lakhs out 
of the total of 476 lakh 
accounts. 

The percentage of fully cove¬ 
red accounts to the total num¬ 
ber of accounts continues to be 
higher in the case of smaller 
commercial banks with assess¬ 
able deposits of Rs 1 crore or 
less. The proportion of fully 
protected accounts to the total 
number of deposit accounts in 
1974 was 99 per cent for these 
banks, while it varied from 
97 JO to 97.8 per cent for me¬ 
dium-sized commercial banks 

5 with deposits exceeding Rs 
crore but upto Rs 50 crores) 
and from 95.3 per cent to 
95.5 per cent for bigger banks 
with assessable deposits exceed¬ 
ing Rs 50 crores. The position 
was more or less similar in 
the case of cooperative banks. 

eastern economist 


As regards the coverage of 
amounts of deposits, the ratio 
varied from 61.2 per cent to 
64.2 per cent for bigger com¬ 
mercial banks, 57.0 per cent to 
77,0 per cent for medium-sized 
banks, and stood at 68.0 per 
cent for smaller-banks. In the 
case of cooperative banks, the 
ratio was 67.5 per cent for 
larger banks, 69.6 per cent for 


medium banks and 84.7 per 
cent for smaller banks. 

The total number of regis¬ 
tered insured banks as at the 
end of December 1974 was 
526, comprising 81 commercial 
banks and 445 cooperative 
banks in the stales of Andhra 
Pradesh, Jammu and Kashmir, 
Madhya Pradesh, Maharashtra, 
and the union territories of 


Goa, Daman and Diu, Delhi 
and Pondicherry. 

The coiporation paid no 
claims duringthe year. Thetotal 
amount of claims paid or pro¬ 
vided for so far from the incep¬ 
tion of the corporation re¬ 
mained unchanged at Rs 113.04 
lakhs. 

Income from insurance pre- 



nation on the move 

"Tim© and again, India has given evidence of an 
indomitable spirit. In recent years, as in the past, 
she has shown unmistakable courage and capacity 
for meeting new challenges. There is a firm base of 
Indianness which will withstand any trial." 

SMT INDIRA GANDHI 


We have met many challenges since we became free. 
And here Is a record of our achievements < 


Food production has gone up from 4 crore 80 lakh 
tons in 1948-49 to over 10 crore 40 lekh tonnes In 1973-74. 

Number of villages electrified has increased from e mere 
3,000 before the beginning of the First Plan to over i 
1 lekh 62 thousand by January 1975 j 

Number of pumpseta energised has risen from 21,000 to 

nearly 29 lakhs 

Production of coal end coke increased from 2 crore 80 
lekh tons in 1948-49 to 8 crore 12 lakh tonnes in 1973-74. 

Iron ore from 30 lekh tonnes in 1960*51 to 2 crore 30 lakh i 

tonnes In 1973-74 I 

Finished eteel from 8 lekh 60 thousand tons In 1948-49 ! 

to over 45 lakh tonnes in 1973-74 | 

The value of machine tools produced rote from Rs. 30 I 
lakhs in 1950-61 to Rs. 69 crores 20 lakhs In 1973-74.1 

Production of fertilisers increased from 18.000 tonnes In , 
1950-61 to 13 lakh 80 thousand tonnes in 1973-74. j 

Cement from 1 lekh 92 thousand tone In 1949-49 to j 
1 crore 47 lakh topics In 1973-74.1 

Output of r ef in ed petroleum products incre as e d from 
2 lakh tonnes In 1950-51 to nearly 2 mm tonnes in j 

1973-74. \ 

Power generated rose from 457 cfoee 90 lekh kwh In | 
1948-49 to 6.600 crow Mi In 1973-74. t 

, .* • 

Ara, undw IrrfgMlon h« InerMMd <nm 2 era. t Mch 
taeiwM to ittiMH t» S anra 16 W* IwM to 1*70.74. 
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E Production of bicycles went up from 46,000 in 1946-49 
to 26 lakhs 60 thousand in 1973-74. 

i Electric fane from 2 lakhs in 1950-51 to 22 lakhs in 
\ 1973-74 

[ Radio sate from 54,000 in 1950-51 to over 17 lakhs 75 
I thousand in 1973-74 

, Sugar produced ip 1973-74 wee nearly 40 lakh tonnes as 
[ against 10 lekh tone in 1948-49. 

I Production of coffee seeds increased from 21,000 tone 
to 87,000 tonnes. 

I Tee rose from 26 crore kgs in 1948-49 to 47 crow kgs 
) in 1973-74. 

; Cotton doth from 44 crocs yards In 1948*49 to 795 Cfpre, 

I metres in 1973-74. 

I Road mileage has increased from 4 lekh kme in 1950-911 
I to 9 lekh kme in 1973-74. 

| Route^nHeege of the railways has gone up to 60,000 kme}} 

I Shipping tonnage from 3 lekh 72 thousand GRT In 1950-51? 
t to 30 lakh 90 thousand GRT In 1973-74. . , 

The number of Post offices Increased from 36.000 In 
1950*61 to 1 lekh 17 thousand m 1973-74; number of 
i telephones from 1 lekh 68 thousand to 16 lakhs 37 
r thousand during the seme period. 

Ufa expectancy has increased from 32 to 60 years; 9to( 

I death rate hae come down from 27.4 per thousand 
to 16.9. between 1960-61 and 1973-74. ' 

literacy rete has gone up from 10,1 per c*nt In 196IMEI 
to 29.6 per cent In 1973-74. Number of echod-going - 

I children hee gone up from 2 crore 35 lekhe to 7 crore .. 

96 lakhs, during the seme period- - __ 


lot oo fot on with the Job of NATION BUIUMM 
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miam (including interest) earn¬ 
ed during the year was higher 
at Rs 4.55 crores, against Rs 
3.83 crores in 1973, due main¬ 
ly to the increase in assessable 
deposits. Income from in¬ 
vestments was Rs 1.89 crores 
(Rs 1.54 crores in 1973). 
After providing Rs 2.45 crores 
for depreciation in investments 
following adjustments in 
yield rates of central govern¬ 
ment securities and making a 
provision of Rs 80,000 for 
insurance loss, the surplus of 
Rs 3.98 crores has been trans¬ 
ferred to the Deposit Insurance 
Fund which at the close of 
1974 stood at Rs 34.62 crores, 
constituting about 0.51 per 
cent of the total insured de¬ 
posits. 

News and Notes 

The Public Issue of Gujardt 
Alkalies and Chemicals Limited 
which has been over-subscribed 
received enthusiastic responses 
from all investors—small in¬ 
vestors in particular—resulting 
in 22,986 applications seeking 
44,15,250 shares of Rs 10 
each. The board of directors 
of GACL at its Meeting held 
on August 15, 1975 has decid¬ 
ed to make full allotment in 
respect of all applications re¬ 
ceived upto 150 shares. This 
covers 70.71 per cent of total 
number of applications received 
in response to its public issue 
of Rs 2.45 crore equity shares. 

The Institute of Internal 
Auditors (IIA) has announ¬ 
ced plans to bring together the 
best-known control and audit 
techniques for organizations 
using computers. International 
Business Machines Corporation 
will sponsor the effort. The 
research project will provide 
organizations with recommen¬ 
dations and guidance to help 
detect and prevent errors and 
guard against misuse of infor¬ 
mation. The study will be com¬ 
pleted in mid-1976. Overall 
project direction will be pro¬ 
vided by an executive committee 
appointed by the IIA, an inter¬ 
national non-profit professio¬ 
nal organization. William E. 
Ferry, IIA’s director of re¬ 
search, will chair the committee. 
Stanford Research Institute will 
do extensive field research for 
the study. 

The study will focus pri¬ 


marily on procedures that can 
be incorporated into user-de¬ 
veloped computer applications 
and related accounting practi¬ 
ces. In India, it wilt have four 
Chapters—Bombay, Calcutta, 
Delhi and Bangalore. In so far 
as the development work on 
this project in India is concer¬ 
ned, Mr. R. Chattcrjec, Chief 
Internal Auditor of Philips 
India Limited and Mr. S. L. 
Aggarwal, Audit Manager of 
Hindustan lever Limited are 
co-ordinating activities of the 
Indian organisations, partici¬ 
pating in this programme and 
the parent body. 

New Issues 

Reed Relays and Electronics 
India Limited is establishing 
a facility in Madras for the 
manufacture of reed switches, 
with the latest design concept, 
in technical collaboration with 
Messrs Flight Refuelling Ltd., 
a British company who arc one 
of the foremost reed switch 
manufacturers in the UK. The 
total capital outlay on the pro¬ 
ject is estimated at Rs 125 
lakhs, and it will be financed 
to the tune of Rs 50 lakhs by 
way of share capital and Rs. 
75 lakhs by way of term loan 
to be provided by ICICI to the 
extent of Rs 24 lakhs, TIIC 
to the extent of Rs 30 lakhs 
and State Bank of India to 
the extent of Rs 21 lakhs. The 
company’s raw material will 
be met through both indige¬ 
nous and imported sources 
The working capital arrange¬ 
ments are being tied up with 
State Bank of India. The com¬ 
pany's civil construction work 
is in the advanced stage and 
nearing completion. Imported 
machinery is expected to arrive 
at the factory site from Sep¬ 
tember 1975 onwards. Trial 
production will start by 
November-December 19^5 and 
commercial production by 
January 1976. 

It is significant to note that 
the reed switch manufacturing 
facility that the company is 
establishing would be of a semi¬ 
automatic nature and together 
with the low labour cost, would 
make the industry very competi¬ 
tive in international markets. 
With assured quality, it would 
not be difficult for the company 
to penetrate markets overseas 
and the management is confi¬ 
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dent that it could export much 
more than the commitment of 
30 per cent for which the com¬ 
pany has given an undertaking 
to the government of India. 
Apart from export commitment 
of 30 per cent, potential for 
domestic requirement is increas¬ 
ing year after year. Apart 
from various small-scale under¬ 
takings, same major industries 
and units such as Indian Tele¬ 
phone Industries Ltd. Bharat 
Electronics Lid, Defence Elec¬ 
tronics, National Aeronautical 
Laboratories, computer and 
computer peripheral manufac¬ 
turers, electronic desk calcula¬ 
tor manufacturers, electronics 
testing instruments, process 
control instruments, reed relay 
manufacturers, etc. will be 
consuming reed switches to a 
considerable extent. 

The initial production will 
be about 3.75 million switches. 
The turnover will be around 
Rs 1.5 crores per annum lo 
start with and is expected to 
be doubled or trebled during 
the third year since world 
market conditions are indeed 
favourable for exports of these 
switches. 

To raise part of the resources 
required for Lhe implementa¬ 
tion of the project the company 
has decided lo go public shortly. 
Out of the issued capital of 


Rs 50 lakhs, the promoters 
will be taking up equity shares 
worth Rs 15 lakhs. The 
remaining equily capital of 
Rs 25 lakhs and the entire pre¬ 
ference capital ot Rs 10 lakhs 
will be offered to the public 
lor subscription. 

The Industrial Credit and 
Investment Corporation of 
India is issuing 25,000 deben¬ 
tures in units of Rs 5,000 each 
at 97.50 per cent i.e. Rs 
4875 each. The subscription 
list opened on August 25 and 
is scheduled to close on August 
29 or earlier at the discretion 
of the directors, but not earlier 
than August 27. The ICICI 
has the right to retain excess 
subscription up to 10 percent 
of the notified amount. The 
debentures are approved secu¬ 
rity under the provisions of the 
Indian Trusts Act 1882. the 
Insurance Act 1938 and the 
Banking Regulation Act 1949. 
The debentures will be redee¬ 
med at par on September 1, 
1990. The debentures will 
earn- an interest of 6.25 per 
cent per annum. The proceeds 
of the debenture issue will be 
utilised for augmenting the 
resources o 4 ’ICICI to meet the 
demands of industry for 
financial assistance, lo redeem 
(he first series of debentures in 
November 1975. 


Dividends 


(per cent) 


Equity dividend 
declared for 


Name of the company 

Year ended 

—- 

--— 



Current 

>ear 

Previous 

year 

Higher Dividend 

Puthutoiam Estates 

March 31. 1975 

10.0 

7.5 

Kil Kotagir: Tea & 
Coffee Estates 

March 31. 1975 

7.0 

2.5 

Mafatlal Fine 

March 31, 1975 

15.0£ 

12.0 

Standard Mills 

March 31, 1975 

20.0 

12.0 

Sangameshwar Coffee 
Estates 

March 31. 1975 

12.0 

Nil 

Alageswar Estates 

March 31, 1975 

10.0 

Nil 

Same Dividend 

Attikhan (Biligiri) 

March 31, 1975, 

Nil 

Nil 

Reduced Dividend 
Modern Mills 

Dec. 1,1974 

5.0 

10.0 

Panyam Cements 

August 31, 1974 

Nil 

12.0 

Indian Vegetable 
Products 

Dece. 31, 1974 

15.0 

17.0 

J. K. Cotton 

Dccc 31, 1974 

Nil 

6.0 


£ On enlarged capital. 
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Rural house¬ 
holds: assets 
and liabilities 

While the aggregate physi¬ 
cal and financial assets (ex¬ 
cluding inventories) held by 
rural households as at the 
end of June 1971 amounted 
to Rs 88,409 crores, their 
total liabilities were Rs 3,921 
crores, representing only 4.4 
per cent of the aggregate as¬ 
sets. Only about 43 per cent 
of the households reported 
liabilities. The average liabi¬ 
lities per household were 
Rs 503, whereas the average 
assets stood at Rs 11,343. 
These trends arc highlighted 
by the data on assets and 
liabilities presented in volume 
I of the statistical tables re¬ 
lating to the All-India Debt 
and Investment Survey 1971-72 
published by the Reserve Bank. 
The estimates are based on 
the data collected from over 
100,000 rural households se¬ 
lected from about 12,000 
sample villages. The major 
findings of the survey are 
summarised below: 

High Percentage 

Out of the total assets of 
Rs 88,409 crores, cultivator 
households, which constituted 
72.3 per cent of tl.c rural 
households, claimed 93.6 per 
cent, with an avciage of 
Rs 14.694 per household. The 
non-cultivator class had an 
average of Rs 2,600 per house¬ 
hold. Among the non-cul¬ 
tivators, 53.0 per cent were 
agricultural labourers with an 
average value of assets of 


Rs 1,139 per household and 
8.7 per cent were artisans 
with an average value of as¬ 
sets of Rs 2,369 per household. 

Land was the most impor¬ 
tant item of assets owned by 
rural households, constituting 
nearly two-thirds of their 
total assets. Buildings and 
house-sites accounted for 
about 20 per cent, livestock, 
implements and machinery 
for slightly less than 10 per 
cent, durable household assets 
for less than live per cent, and 
financial assets and dues re¬ 
ceivable for 1.6 per cent. 
The pattern of assets com¬ 
position was broadly the 
same for all cultivator house¬ 
holds. For non-cultivator 
households, buildings consti¬ 
tuted the most important 
item of assets, accounting for 
nearly two-fifths of the total 
assets. 

Main Assets 

Among agricultural labour 
households and artisan house¬ 
holds, which together cons¬ 
tituted six out of 10 non¬ 
cultivator households, more> 
than half the assets by value 
was in the form of buildings. 
Land was a minor item of 
asssets for both the groups, 
accounting for* less than a 
fifth of total assets among 
agricultural labour households 
and less than one-tenth among 
artisan households. 

The value of total assets 
of individual cultivator house¬ 
holds varied over a wide 
range on either side of the 
all-India average. Land being 
the predominant constituent, 
the variations reflect very lar¬ 
gely the differences in the 
size of owned landholdings 
and unit area land values. 
Six out of ten cultivator 
households had assets valued 


betwee Rs 2,500 and 
Rs 20*000 each, while the re¬ 
maining cultivator households 
were roughly equally divided 
between two broad groups, 
namely, those with assets less 
than Rs 2,500 each and those 
with assets of Rs 20,000 or 
more each. Cultivator house¬ 
holds in the assets range 
Rs 2,500 to Rs 20,000 ac¬ 
counted for slightly over 35 
per cent of the total assets of 
all cultivator households. The 
corresponding share of cultiva¬ 
tor households with total as¬ 
sets less than Rs 2.500 each 
was slightly less than two per 
cent, while those with assets 
ofRs 20,000 or more each 
accounted for about 63 per 
cent of the total assets of all 
cultivator households. 

Regional Disparities 

The state-wise data on 
assets show that the average 
value of total assets per rural 
household varied from 
Rs 6,018 in Meghalaya to 
Rs 31,833 in Punjab. The 
average varied over a wider 
range from Rs 6,504 in Meg¬ 
halaya to Rs 62,789 in Puujab 
in the case of cultivator house¬ 
holds. For non-cultivator 
households the variation was 
from Rs 1,428 in Orissa to 
Rs 8,556 in Punjab. Land 
being by far the most impor¬ 
tant item of assets of cultiva¬ 
tor households and cultivator 
households being the over¬ 
whelmingly dominant group 
among rural households, the 
wide variations in the per cul¬ 
tivator household and per 
rural household values of 
total assets reflect very largely 
the inter-state variations due 
to the combined effect of the 
average size of owned land 
and of unit area land values. 

The liabilities totalling 
Rs 3,921 crores as on June 
30,1971 were accounted for 
almost wholly by cash loans, 
the share of loans in kind 
being hardly 2.5 per cent. The 
proportion reporting liabili¬ 
ties was 46 per cent among 
cultivator households and 34 
per cent among non-cultivator 
households. The outstanding 
liabilities per household aver¬ 
aged Rs 612 among cultiva¬ 
tors and Rs 219 among non¬ 
cultivators. In the latter 


group, the average outst&nd* 
mg per household were Rs Id 
for agricultural labourers and 
Rs 261 for artisans. , - 

In all these groups, the out¬ 
standing liabilities weresihall 
in relation to the value of total 
assets, the debt assets ratio 
being 4.2 per cent for cultiva¬ 
tor households, 14.2 per cent 
for agricultural labour house¬ 
holds and 11.0 per cent for 
artisan households. For all 
the non-cultivator house¬ 
holds put together, the ratio 
was 8.4 per cent. 

High Variation 

The proportion of rural 
households reporting liabili¬ 
ties varied from seven pv*r cent 
in Meghalaya to 57 per cent in 
Rajasthan. The average out¬ 
standing liabilities per rural 
household ranged from Rs 15 
in Meghalaya to Rs 1,084 in 
Punjab. The outstanding 
liabilities as a proportion of 
total assets were small in alt 
the states. The ratio ranged 
from less than one per cent 
in Meghalaya to slightly over 
10 per cent in Tamil Nadu. 
The data pertaining to culti¬ 
vator households show a 
broadly similar picture. 

Note: The All-India Debt 
and Investment Survey 1971-72 
was the third in the decennial 
count ry-wide investigations 
of the household sector 
undertaken by the Reserve 
Bank. So far only rural areas 
were being covered, but, dur¬ 
ing the 1971-72 survey, the 
coverage was extended to 
urban areas as well. With a 
sample size of over 100,000 
households in rural areas and 
about 50,000 households in 
urban areas, the survey cons¬ 
titutes one of the largest 
field surveys undertaken in 
India. The survey was con¬ 
ducted in collaboration with 
the National Sample Survey 
Organisation of the govern¬ 
ment of India and the state 
government bureaux of 
Economics and Statistics, as 
the main part of the 26th 
round of the National Sample 
Survey. Volume I of the 
statistical tables on assets 
and liabilities of rural house¬ 
holds which is now released 
is the first in a proposed seeies 
of statistical publications. 
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Wholesale 

prices 

Thee official wholesale prices 
index for all commodities 
(with base 1961-62=100) re¬ 
gistered a rise of 1.4 per cent 
to 313.1 during May, 1975 as 
against 308.8 for April, 1975. 
At this level, the index for 
May, 1975 was higher by 4.8 
per cent when compared to 
that of a year ago. This rise 
of 1.4 per cent in the all com¬ 
modities index has been con¬ 
tributed mainly by the group 
‘Food Articles’and ‘Liquor & 
Tobacco* which advanced by 
2.8 per cent and 1.0 per cent 
respectively. 

The groups ‘Fuel, power. 
Light & Lubricants* and 
‘Machinery and Transport 
Equipment’ also moved up 
by 0.3 per cent each. 
However, the indices for 
‘Chemicals 1 and ‘Manufac¬ 
tures* declined by 0.2 per cent 
and 0.1 per cent respectively. 
‘Industrial Raw Materials* re¬ 
mained almost unchanged. 

Food Articles 

The sub-group index for 
‘cereals’, registered a rise of 
0.9 per cent to 380.7 as against 
377.2 during the earlier month 
owing to rise in the prices of 
rice and jowar. The prices of 
all other cereals, however, 
went down. Higher prices of 
of gram, masoor & urad ad¬ 
vanced the index of ‘pulses’ 
by 0*3 per cent to 459.3. 

Arise of 9.1 per cent to 293,6 
in the index for‘fruits A vege¬ 
tables* was caused by higher 
prices of potatoes, oranges, 
bananas A cashewnuts. The 
prices of onions, however, 
dropped. The sub-group in¬ 
dex for ‘milk and milk pro¬ 
ducts* moved up by 4.7 per 
cent to 365.0 due to a rise in 
the prices of milk and ghee. 

Higher prices of gingelly oil 
and vanaspati resulted in an 
advancement of the sub-group 
index for ‘edible oils* by 0.4 
per, cent to 374.0 although 
there Was a fall in the prices 
of groundnut oil, coconut oil 
ana mustard oil, The sub* 

ea^+i^nomist 


group index for ‘fifth, eggs and 
meat* moved higher by 2.6 
per cent to 548;9 owing to a 
rise in the prices of fish. How¬ 
ever, the prices of eggs and 
meat receded. 

‘Sugar & allied products* 
sub-group index moved 


up by 7.1 per bent to 
334.6 owing to a rise in 
the prices of alt the items 
except confectionary. Higher 
prices of spices A condiments, 
coffee and betelnuts raised the 
index for‘other food articles’ 
by 2.4 per cent to 307.3. The 


prices of salt however, witnes* 
sed a fail while those of pro¬ 
cessed food remained unchan¬ 
ged. 

Liquor & Tobacco 

The sub-group index for 
‘liquor’ stood stationary at its 


Index Numbers of Wholesale Prices by Groups & Sub-Groups 


(Based 1961-62 = 100) 


Group & sub-group 

May 

1975 

April 

1975 

May Percentage rise (+) or 
1974 fall (—) in May, 1975 

Over April Over May 
1975 1974 

Food Articles 

371.2 

361.1 

340.7 

+2.8 

+9.0 

Foodgrains 

394.1 

391.8 

370.8 

40.6 

46.3 

Cereals 

380.7 

377.2 

351.3 

+0.9 

+8.4 

Pulses 

459.3 

457.9 

458.8 

l 0.3 

+9.1 

Fruits and vegetables 

293.6 

269.1 

329.3 

4-9.1 

—10.8 

Milk and milk products 

365.0 

348.7 

319.7 

44.7 

414.2 

Edible oils 

374.0 

372.4 

397.3 

+0.4* 

—5.9 

Fish, eggs and meat 

548.9 

535.2 

475.3 

+2.6 

+15.5 

Sugar and allied products 

334.6 

312.3 

276.6 

+ 7.1 

421.0 

Others 

307.3 

300.0 

233.1 

42.4 

+31.9 

Liquor and Tobacco 

315.7 

312.4 

293.8 

+1.0 

+7.5 

Licjuor 

215.2 

215.2 

191.6 

nil 

412.3 

Tobacco 

320.4 

316.9 

298.5 

+ 1.1 

47.3 

Fuel, Power, Light & Lubricants 

323.0 

322.1 

308.7 

+ 0.3 

+4.6 

Coal 

244.3 

244.3 

244.3 

nil 

nil 

Coke 

357.3 

357.3 

357.3 

nil 

nil 

Mineral oils 

402.5 

401.1 

383.2 

+ 0.4 

+5.0 

Rectified spirit 

367.9 

323.1 

319.1 

+ 13.9 

+ 15.3 

Electricity 

211.6 

211.6 

186.5 

nil 

+ 13.5 

Castor oil 

287.6 

294.1 

392.9 

- 2.2 

—26.8 

Industrial Raw Materials 

286.7 

286.6 

326.5 

nil 

-12.2 

Fibres 

241.7 

238.4 

264.2 

+ 1.4 

—8.5 

Oilseeds 

348.7 

350.2 

409.1 

—0.4 

—14.8 

Minerals 

158.1 

158.1 

158.0 

nil 

40.1 

Others 

247.1 

249.1 

277.1 

-0.8 

—10.8 

Chemicals 

331.4 

331.9 

281.0 

—0.2 

+ 17.9 

Machinery & Transport Equipment 

268.0 

267.1 

229.4 

+ 0.3 

+ 16.8 

Electrical machinery 

262.5 

257.8 

216.5 

+ 1.8 

+21.2 

Non-electrical machinery 

300.3 

300.9 

260.9 

—0.2 

+ 15.1 

Transport equipment 

214.4 

214.4 

184.1 

nil 

+ 18.5 

Manufactures 

251.9 

252.2 

246.3 

—0.1 

+ 3.3 

Intermediate Products 

301-.4 

298.7 

335.7 

—0.9 

—10.2 

Textile yarn 

226.9 

221.9 

273.3 

-h2.2 

—17.0 

Leather 

251.3 

243.3 

248.0 

+3.3 

+ 1.3 

Metals 

388.0 

387.9 

409.7 

nil 

—5.3 

Linseed oil 

320.6 

325.7 

432.5 

— 1.6 

-25.9 

Finished Products 

239.9 

240.9 

224.6 

- 0.4 

+ 6.8 

Textiles 

223.7 

225.8 

230.4 

—0.7 

+2.9 

Metal products 

290.9 

290.9 

256.6 

nil 

+ 13.4 

Non-metallic products 

277.7 

: 276.6 

216.2 

+0.8 

+28.4 

Chemical products 

254.6 

‘254.8 

202.8 

—0.1 

+ 25.5 

Leather products (shoes) 

147.3 

147.3 

125.4 

nil 

+ 17.5 

Rubber products 

231.8 

231.8 

167.8 

nil 

+38.1 

Paper products 

230.3 

230.3 

194.9 

nil 

+ 18.2 

Oilcakes 

289.0 

299.1 

348.5 

—3.4 

.17.1 

Misc. products 

174.3 

174.2 

168.3 

nil 

+3.6 

AU Commodities 

313.1 

308.8 

298.9 

+ 1.4 

+ 4.8 


Some : Office of the Economic Adviser to the Government of India, Ministry of Industry & 
Civil Supplies. 


433 


AUGUST 29,1975 



previous month's level of 
215.2. The sub-group index 
for ‘tobacco’ moved up by J.l 
per cent to 320.4 owing to a 
rise in the prices of both raw 
tobacco and tobacco manufac¬ 
tures. 

Fuel, Power Light and 
Lubricants 

The sub-group indices for 
‘coal, coke, and electricity’ re¬ 
mained unchanged at their 
earlier month's level of 244.3, 
357.3 and 211.6 respectively. 
The sub-group index for 
‘mineral oils’ rose by 0.4 per 
cent to 402.5 due to an in¬ 
crease in the prices of lubri¬ 
cating oil. The sub-group 
index for rectified spirit also 
rose by 13.9 per cent to 367.9. 
‘Castor oil* drifted lower by 
2.2 per cent to 287.6. 

Industrial Raw Materials 

Higher prices of almost all 
the fibres (except hemp raw 
& wool raw which remained 
stationary and coir fibre which 
moved down) raised the sub¬ 


group'index for ‘fibres’ by 1.4 
percent to 241.7. ‘Oilseeds’ 
drifted lower by 0.4 per cent 
to 348.7 due to a sharp fall in 
the prices of copra and a 
slight fall in linseed, even 
though the other oilseeds viz. 
castor seed, cashewnuts, gin- 
gelly seed, rapeseed & cotton 
seed experienced some price 
rise. 

The sub-group index for 
‘minerals’ stood stationary at 
its last month’s level of L58.1. 
The sub-group index for ‘other 
industrial raw mateiials’ wit¬ 
nessed a fall of 0.8 per cent 
to 247.1 owing to a decline in 
the prices of rubber and lac. 
However, the prices of raw 
hides, raw skin and tanning 
materials advanced. 
Chemicals 

The index for this group 
declined by 0.2 per cent to 
331.4 due to a fall in the price 
of caustic soda. 

Machinery and Transport 
Equipment 

The sub-group index for 


‘electrical machinery’ register¬ 
ed a rise of 1.8 per cent to 
262.5. The sub-group index 
for ‘non-electrical machinery’ 
declined by 0*2 per cent to 
300.3 due to fall in the price 
of machinery other than elec¬ 
tricals. The sub-group index 
for ‘transport equipment’ 
stood stationary at its last 
month’s level of 214.4. 


Manufactures 

Intermediate Products : The 
sub-group index for ‘textile 
yarn' advanced by 2.2 per cent 
to 226.9 due to a rise in the 
prices of cotton yarn, rayon 
yam & coir yarn. ‘Leather' 
also advanced by 3.3 per cent 
to 251.3. ‘Metals’ stood at 
388.0 as against 387.9 for the 
earlier month. The sub-group 
index for‘linseed oil' receded 
by 1.6 per cent to 320.6. 

Finished Products : The sub¬ 
group index for ‘textiles’ dec¬ 
lined by 0.7 per cent to 223.7 


due to a fall in the prices of 
cloth (mills), jute manufac¬ 
tures and silk and rayon 
manufactures. ‘Metal pro¬ 
ducts’ stood stationary at its 
last month’s level of 290.9, 
The sub-group index for ^on- 
metallic products’ advanced 
by 0.8 per cent to 277.7 due 
to a rise in the prices of 
bricks & tiles and glass 
manufactures. 

’Chemical Products’ re¬ 
ceded by 0.1 per cent to 
254.6 due to a fall in the 
prices of fertilisers, essential 
oils and insecticides. How¬ 
ever, the price of dyeing mate¬ 
rials moved up. The subgroup 
indices for ‘leather products’, 
‘rubber products’ and ‘paper 
products’, stood stationary at 
their last month's levels of 
147.3, 231.8 & 230.3 respec¬ 
tively. ‘Oilcakes’ fell by 3.4 
per cent to 289.0. The sub¬ 
group index for ‘miscellaneous 
products' stood at 174.3 as 
against 174.2 for the earlier 
month. 


Index Numbers of Security Prices—All India 
(Base 1970-71=100) 


Week ended 

1974 



1975 



August 3 

July 5 

July 12 

July 19 

July 26 

August 2 

Government and Semi Government Securities 

97.7 

96.3 

96.3 

96.3 

96.3 

96.3 

Government of India 

97.0 

95.2 

95.2 

95.2 

95.2 

95.2 

State governments 

99.6 

99.1 

99.1 

99.1 

99.1 

99.1 

Semi-governmental institutions 

J00.7 

101.1 

101.1 

101.1 

101.1 

101.1 

Debentures 

96.9 

93.1 

93.1 

93.1 

93.1 

93.1 

Preference Shares 

92.9 

85.5 

85.1 

85.2 

85.3 

85.3 

Ordinary Shares 

127.7 

90.8 

92.7 

94.8 

97.2 

99.3 

Tea plantations 

123.8 

112.6 

114.4 

115.7 

115.8 

116.8 

Cotton textiles 

154.7 

107.0 

108.0 

109.8 

110.6 

112.1 

Jute textiles 

164.5 

103.9 

107.0 

105.4 

106.2 

108.0 

Silk, woollen and rayon textiles 

149.3 

104.5 

106.1 

108.2 

110.8 

114.6 

Iron and steel 

58.0 

43.0 

44.8 

46.3 

50.0 

51.0 

Aluminium 

73.3 

52.1 

54.2 

56.3 

59.2 

60.7 

Transport equipment 

102.1 

62.2 

63.6 

64.0 

64.8 

65.2 

Electrical machinery, apparatus, appliances, etc. 

132.2 

85.5 

88.4 

91.8 

96.5 

99.6 

Chemical fertilisers 

186.0 

134.0 

137.0 

138.9 

141.1 

144.7 

Other basic industrial chemicals 

121.9 

93.0 

95.8 

98.7 

101.8 

104.8 

Cement 

109.2 

78.7 

80.7 

82.3 

83.4 

86.7 

Paper and paper products 

184.7 

141.3 

143.0 

145.8 

151.5 

152.8 

Rubber and rubber products 

121.4 

80.7 

86.2 

88.2 

89.4 

91.0. 

Electricity generation and supply 

84.7 

59.0 

59.7 

61.2 

61.8 

62 4 

Shipping 

167.9 

125.2 

126.8 

131.6 

136.9 

150.5 


Souras : Reserve Bank of India, 
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Reserve Bank of 


S ched u led Commercial Banks (Rs lakhs) 


Mia (Ra lakhs) 



August 1, 
1975 

A week 
ago 

A month 
age 

A year 
ago 

Issue Department 

Notes held in bank- 

ing department 

12,34 

45,64 

12,46 

23,05 

Notes in circulation 

6,262.63 

6,303,60 

6,581,27 

6,161,41 

Total notes issued 

6,274,97 

6,349,24 

6,594,73 

6,184,45 

Gold coin and bullion 

182,53 

182,53 

182,53 

182,53 

Foreign securities 

121,74 

121,74 

121,74 

166,74 

Rupee coin 

10,32 

9,58 

4,08 

12,78 

Banking Department 

Deposits of central 

govt. 

84,90 

56,86 

58,16 

56,64 

Deposits of state govts. 14,95 

9,14 

10,76 

24,28 

Deposits of banks 

596.03 

609,14 

550,05 

614,55 

Other deposits 

1,047,80 

1.035,22 

994,74 

511.63 

Other liabilities 

1,843,05 

1,820,97 

1,855,37 

1,384,27 

Total liabilities or 

assets 

3,586,74 

3,531,32 

3,469,08 

2,591.37 

Notes and coins 

12,45 

45,72 

12,52 

23,15 

Balance held abroad 

414,86 

425,58 

412,34 

504,93 

Loans and advances to 

State governments 

’ 121.02 

214,43 

362,52 

137.77 

Scheduled com- 

. mercial banks 

55,18 

48,37 

251,37 

210,71 

State cooperative 

banks 

381*99 

354,90 

356,38 

242,19 

Other loans and 

advances 

408,35 

405,97 

404,63 

271.32 

Bills purchased and 
discounted : 

Internal 

59,74 

98,66 

120.46 

730,56 

Government trea- 

sury bills 

650,58 

404.29 

248,18 

312.93 

Investments 

1,125,60 

1,168,85 

912,32 

554,87 

Other assets 

356,97 

366,65 

388,35 

102.94 


Money Supply with 


Week ended 


A Money supply with the public 

Currency with the public 

Other deposits with the Reserve Bank 

Bank money 

B. Factors affecting money supply (1-f 2+3+4—5) 

]. Net Bank credit to government sector (a-f-bl 

(a) Reserve bank's net credit to government sector 

(b) Other banks’ credit to government sector 

2. Bank credit to commercial sector (a-fb) 

(a) Reserve Bank's credit to commercial sector 

(b) Other banks’ credit to commercial sector 

3. Net foreign exchange assets of banking sector 

4. Government’s net currency liabilities to the public 

5. Non-monetary liabilities of banking sector (a-fb-f-c) 

(a) Time deposits with banks 

(b) Net non-monetary liabilities of RBI 

(c) Residual 

C. Aggregate monetary resources FA+B5(a)] * 



August 1, 
1975 

A week 
ago 

A month 
ago 

A year 
ago 

Demand Deposits 

5,359,05 

5,339,57 

5,231.08 

4,692,88 

Time deposits 

7,401,56 

7,330,99 

7,229,88 

6,263,51 

Aggregate deposits 

12,760,61 

12,670,56 

12,460,% 

10,956,39 

Borrowings from 
Reserve Bank 

55,18 

48,37 

251,37 

210,71 

Cash 

291,95 

301,45 

372,15 

251,77 

Balances with Re¬ 
serve Bank 

576,64 

590,07 

523,46 

593,93 

Cash and balances 
with Reserve Bank 

868,59 

891,52 

895,61 

845,70 

Investments in go¬ 
vernment securities 3,112,24 

2,973,29 

2,896,10 

2,592,09 

Advances 

7,228,70 

7.241,13 

7,277,57 

6,316,23 

Inland bills purcha¬ 
sed and discounted 

1,287,07 

1,346,24 

1,367,99 

1,130,80 

Foreign bills pur¬ 
chased and dis¬ 
counted 

324,37 

325,63 

342,20 

365.90 

Total bank credit 

8,840,14 

8,913,00 

8,987,76 

7,813,04 

Percentage of: 

<7)to (3) 

7.81 

7.04 

7.19 

7.72 

(«)to(3) 

24.39 

23.47 

23.24 

23.66 

02) to (3) 

69.28 

70.34 

72.13 

71.31 


Source : Reserve Bank of India. 


Public (Rs crores) 


1974 

June 27 

July 4 

1975 



July 26 

July 11 

July 18 

July 25 

11,345 

12.180 

12,151 

12,227 

12,165 

12,046 

6,412 

6,766 

6.711 

6.744 

6,647 

6,499 

56 

. 67 

56 

53 

55 

56 

t,877 

5,347 

5,384 

5.430 

5.463 

5,491 

>.333 

10,490 

10,632 

10.755 

10.803 

10,732 

6,658 

7.515 

7.636 

7,727 

7,756 

7.659 

2,675 

2,975 

2,996 

3.028 

3.047 

b 3,073 

9.942 

11,222 

11.234 

11.144 

11.131 

11,152 

623 

626 

634 

637 

632 

614 

9,319 

10,596 

10 600 

10,507 

10,499 

10,538 

611 

321 

305 

327 

271 

316 

516 

546 

548 

548 

546 

542 

9,057 

10,399 

10,568 

10,547 

10,586 

10,696 

6,597 

7.556 

7,628 

7,658 

7,709 

7,728 

1,444 

1,955 

2,012 

2,013 

2.048 

2,040 

1,016 

888 

928 

876 

829 

928 

17,942 

19,736 

19,779 

19,885 

19,874 

19,774 


Source : Reserve Bank of India. 
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Consumer Price Index Numbers for Industrial Workers 


(1949*100) 


Centre 


All-India 


All-India 

Ahmedabad 

Alwaye 

Asansol 

Bangalore 

Bhavnagar 

Bombay 

Calcutta 

Coimbatore 

Delhi 

Digboi 

Gwalior 

Howrah 

Hyderabad 

Jamshedpur 

Madras 

Madurai 

Monghyr 

Mundaknyam 

Nagpur 

Saharanpur 

Sholapur 


169 


130 

145 

140 

144 

132 

130 

131 

132 

136 

138 

139 

137 

140 
136 
134 
128 
151 

138 
138 

141 
128 


>-71 

1971-72 

1972-73 

1973-74 

1974-75 


1974 



1975 



April 

Nov. 

Dec. 

Jan. 

Feb. 

Mar. April 




(1949 « 100) 







226 

233 

251 

304 

386 

344 

402 

396 

396 

395 

390 

393 





£ 

o 

1 

I 







186 

192 

207 

250 

317 

283 

331 

326 

326 

325 

321 

323 

176 

181 

198 

245 

305 

272 

321 

317 

311 

305 

304 

307 

198 

202 

215 

267 

346 

298 

354 

269 

368 

265 

378 

391 

189 

194 

206 

245 

316 . 

286 

329 

319 

320 

320 

319 

318 

186 

194 

212 

265 

318 

286 

328 

330 

335 

340 

336 

336 

186 

194 

217 

273 

327 

297 . 

344 

342 

345 

340 

333 

329 

182 

190 

203 

233 

289 . 

259 

301 

298 

298 

300 

301 

303 

182 

187 

197 

228 

288 

264 

308 

297 

289 

279 

275 

280 

163 

177 

189 

218 

309 

258 

326 

329 

341 

353 

335 

334 

199 

211 

222 

265 

337 

309 

344 

342 

342 

335 

335 

339 

189 

188 

198 

234 

310 

260 . 

335 

328 

318 

320 

314 

325 

191 

197 

214 

271 

348 

316 

367 

350 

350 

350 

343 

334 

186 

191 

206 

239 

298 

274 

317 

307 

300 

294 

289 

286 

189 

195 

211 

251 

304 

273 

316 

321 

325 

320 

317 

319 

183 

187 

202 

249 

313 

293 

323 

307 

304 

301 

297 

299 

170 

182 

203 

229 

301 

261 

319 

323 

327 

326 

323 

325 

183 

192 

206 

236 

334 

266 

356 

348 

37! 

372 

356 

354 

205 

204 

225 

292 

363 

344 

366 

345 

357 

357 

333 

335 

197 

199 

210 

263 

337 

191 

347 

348 

353 

349 

366 

377 

187 

192 

203 

256 

314 

277 

327 

321 

322 

336 

332 

331 

186 

196 

213 

253 

338 

294 

350 

359 

356 

349 

341 

331 

185 

198 

216 

277 

325 

288 

336 

335 

346 

349 

345 

351 


Source : Labour Bureau, Government of India. 


Consumer Price Index Number for Urban Non-manual Employees 


Centre 1965-66 


All-India 

Bombay 

Delhi-New Delhi 
Calcutta 
Madras 
Hyderabad- 
Secunderabad 
Bangalore 
Lucknow 
Ahmedabad 
Jaipur 
Patna 
Srinagar 
Trivandrum 
Cuttack- 
Bhttbaneswar 
Bhopal 
Chandigarh 
Shillong 


132 

132 

131 
126 

133 

133 

133 

132 
131 

133 
139 

134 
131 

142 

133 

129 

123 


174 

168 

174 

170 

175 

174 

172 

166 

171 

183 
191 

184 
178 

176 
180 
178 
166 


(1960—100) 


1974 


1975 


1971-72 

1972-73 

1973-74 

1974-75 - 

Mar. 

Oct. 

Nov. 

Dec. 

Jan. 

Feb. 

Mar. 

180 

192 

221 

270 

238 

282 

283 

282 

280 

278 

277 

172 

183 

204 

241 

213 

249 

250 

248 

246 

241 

24' 

180 

190 

217 

262 

236 

271 

269 

268 

269 

268 

20 

174 

180 

204 

238 

219 

246 

246 

244 

239 

238 

2*> 

188 

204 

231 

291 

250 

304 

308 

313 

311 

306 

306 

180 

195 

223 

270 

237 

278 

282 

285 

289 

286 

280 

180 

194 

228 

272 

246 

279 

281 

282 

284 

283 

284 

174 

185 

215 

265 

235 

275 

276 

274 

272 

269 

270 

173 

188 

222 

271 

233 

281 

282 

280 

279 

278 

276 

188 

205 

244 

208 

266 

327 

323 

322 

317 

316 

315 

190 

199 

229 

286 

259 

311 

304 

299 

293 

287 

287 

191 

200 

215 

262 

227 

273 

276 

275 

272 

272 

2' ' 

184 

198 

231 

280 

250 

282 

286 

289 

288 

292 

292 

184 

196 

221 

266 

239 

282 

285 

278 

273 

269 

267 

188 

204 

238 

295 

258 

310 

312 

307 

305 

301 

299 

183 

194 

217 

265 

237 

272 

277 

277 

277 

277 

277 

175 

183 

208 

257 

217 

274 

274 

267 

262 

267 

, 27* 
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ERYTHRINA INDiCA. 

MACARANGA PELTAT A. STEREOSPERMUM CHELANDRtS. 

OILLENIA PENTAGYNA et cetera 

What are they? 

Nothing bo* a low ol the tongue twisting botanical names ot certain so>t 
and semi-bard wood species locally known in Keiala as MURUKKU. 
UPPOOTHY, POOPAADIRl, VAZHAPUNNA etc. which are now being 
used as raw material lor producing 

RAYON GRADE PVLP. 

Thus Gwalior Rayons helps build up economy o> 

Nation by saving nearly fifteen crores rupees worth 


ol toreign exchange every year. 



(PULP DIVISION) 


BlPtokeolaun — MAVOOR - Kozhikode Dt. 

K B R A T. A 

Grams : "WOODPULP" Calicut Telex. 084-216 Phones : 3973 A 3974 (Calicut) 

51 & 52 (Mavoori 
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LIONS DO NOT COMPROMISE! 

SO ARE WE 




"THREE LIONS" BRAND 

SODA ASH & 
CAUSTIC SODA 

SODA BICARB 
AMMONIUM BICARBONATE 


8 AU RA8HTR A CHEMICALS 


PORBANDAR 

i 
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The recent seminar relating to the National Capital Region (NCR) Plan organised 
by the Punjab, Haryana and Delhi Chambers of Commerce and Industry in the capi¬ 
tal was indeed a laudable attempt because it focussed attention on the most essential 
characteristics which could convert it into a successful plan if and when implemented. 
It also brought out the basic necessity of bringing about harmony in thinking among 
the four state governments, namely, Delhi, Haryana, Uttar Pradesh and Rajasthan 
whose active participation was vital. What was more, the plan would depend for its 
success not only on the co-operation of the governments of these four states but 
also on the magnitude of the financial resources they could mobilize for its deve¬ 
lopment. It appeared that the allocations so far made by the planners for its 
execution were far from sufficient and if no effort were made to match resources 
with the gigantic task which had been set, the plan would assume the status of a 
paper plan. 

An interesting feature of the seminar was that the participants, mostly captains 
of industry and trade, were extremely enthusiastic about the plan and had put in 
hard work for presenting to the government certain specific recommendations which 
in their view could sponsor balanced growth of this region, nicknamed by a parti¬ 
cipant as “the common market". Drawing inspiration from the European Com¬ 
mon Market it was suggested that a smooth growth of the metropolitan region 
would be possible only if there was common policy regarding taxation, distribution 
and pricing. An economic integration of the areas earmarked would result not 
only in prosperity for all the areas included in the plan but would also generate 
pressures which the people living in this region would have to share c ollective ly 
and willingly. Once the whole region came to be treated as one, the concerning 
states would have no option but to join hands in the evolution of a common policy 
in respect of a number of factors and not only octroi, taxation and distribution. 
The real challenge lay in bringing together the representatives of these areas under 
the chairmanship of a central authority. 

The central government is committed to performing this role as assured by Mr 
K. Raghuramaiuh. union minister for Works and Housing, who stated in the Lok 
Sabha on April 28, 1975 that‘'the government would take up the National Capi- 
tal Region (NCR) development plan as quickly as possible in consultation with the 
neighbouring states. The government was very serious about this plan since the 
influx of people from other areas igto the capital was creating several problems/’ 
That the capital region had started humming with industrial activity during the 
past three decades was a tribute to the people who migrated to this region and 
started numerous small-scale ventures. Surely they could not be allowed to continue 
this process in a haphazard manner because, besides creating the problems of 
housing and congestion, the capital itself was likely to be enveloped by a steadily 
polluting atmosphere. This needed to be warded off under all circumstances. At 
the same time it was not right to uproot the units which had been working efficiently 
for decades in the capital region because the government had plans of dispersing 
industrial units. Greater care needed to be taken in regard to the establishment of 
new units because uprooting the old ones, besides creating sizeable dislocation, 
would cause economic disruption of no small magnitude. 

If the entrepreneurs continued to flock to the capital, it was because the infra¬ 
structure facilities available in the ring towns were not adequate. Hence it was 
necessary to devote the maximum possible attention to the creation of these facili¬ 
ties so that the new entrepreneurs would willingly set up their units in. these areas 



It is in this context that the suggestions 
made by the seminar in regard to elec¬ 
trification of railway lines, doubling of 
railway track within the NCR and esta¬ 
blishment of an independent corporation 
for formulating and implementing the 
schemes for telecommunication services 
was highly pertinent. 

The setting up of factories in the ring 
towns will necessitate an imaginative 
housing policy to which the state govern¬ 
ments will need to devote adequate at¬ 
tention. The small and medium indus¬ 
trial units were not in a position to pro¬ 
vide housing facilities for their workers. 
If the dream of industrializing the ring 
towns in the coming decades was to be 
realized so as tc relieve the pressure on 
the capital, it would be necessary to set 
up a suitable organization to ensure 
speedy implementation of the plan. 

Mr 1. K. Gujral, the minister of state for 
■Planning, who inaugurated the seminar, 
stated that the NCR was without doubt 


The failure of the jute industry and 
the State Trading Corporation of India 
(STC) to come to an agreement on the 
question of a subsidy for carpel backing 
provides another evidence of lack of a 
realistic approach to the promotion of 
export of jute goods. The STC had 
offered a subsidy of Rs 200 for a tonne 
of carpet backing but the industry ex¬ 
pressed its Inability to agree as this 
amount was quite inadequate to cover 
its loss. The industry pointed out that 
as the cost of manufacturing carpet 
backing worked out to Rs 5650 a tonne, 
it would require a subsidy of Rs 450 
per tonne to enable it to maintain the 
selling price at the floor level of Rs 5200 
a tonne. Moreover, the manner in which 
the subsidy was to be paid was also not 
acceptable to the industry. The pro¬ 
posal was that 50 per cent of the sub¬ 
sidy was to be paid direct to the mills 
while the balance was to be adjusted 
against the raw jute bills of the Jute 
Corporation, which were due by more 
than 90 days. The scheme for canalising 


the first major attempt at special planning 
though it had so far failed to set up its 
link with economic planning. He raised 
the broader question of integrated spe¬ 
cial planning at a national level which, 
however, remained undefined, because 
the fifth five-year Plan itself was still in 
the cold storage In the second vear of 
the fifth five-year plan period, the Plan¬ 
ning Commission had failed to present 
the final version of the Plan document, 
thanks to the inflationary trend experienc¬ 
ed by our economy in 1973-74 and 1974- 
75. In the absence of a perspective plan 
for the whole country, it was perhaps not 
feasible for the Planning Commission 
and its spokesmen lo lend their support 
to the NCR plan in unequivocal terms; 
hence the reliance on the use of techni¬ 
cal jargon. No wonder that some of 
the well-informed participants in the 
seminar were highly sceptical and were 
afraid that the NCR plan was likely to 
be discussed frequently at various forums 
with not very bright prospects of its 
being implemented. 


the export of carpet backing therefore 
has been abandoned and the existing 
system of marketing will continue. 

The export of carpet backing has 
suffered considerably in recent years. In 
1974-75 the export of carpet backing 
amounted only to 120,000 tonnes valued 
at Rs 67 crorcs compared to 170,000 
tonnes worth Rs 82 crores in 1973-74. In 
the first half of 1975, the export of car¬ 
pet backing was estimated to have de¬ 
clined to 25,800 tonnes from 66,800 
tonnts and 76,200 tonnes respectively in 
the similar period of the preceding two 
years. The production of carpet back¬ 
ing in July 1975 was 11,200 tonnes com¬ 
pared to 13,600 tonnes in July 1974 and 
the stocks stood at 13,200 tonnes and 
11,600 tonnes respectively. The union 
Commerce ministry has said in a recent 
analysis that the sharp fall in the export 
of carpet backing has been mainly due 
to recession in the house building activity 
in the USA as well as keener competition 
from synthetic products. It has also ot- 


scrvsd that “the competition from 
Bangladesh is in no way less signiftcint”. 

In this background, the had 

a strong justification for asking for a 
subsidy and the government could* have 
promptly agreed to the amount sug- 
gested without attempting to canalise the 
export through STC and imposing con¬ 
ditions which were unacceptable to the 
mills. The proposal to canalise exports 
is reported to have created uncertainty 
among foreign buyers and made them 
defer their purchases. It is also said to 
have raised fears both in India and abr 
road about the possibility of a fall in 
quality in the case of goods shipped 
through the STC. Since the subsidy was 
asked only for a limited period, it would 
hardly have caused a strain on the 
government's finances especially in view 
of the fact that it would have helped to 
improve the industry’s competitive capa¬ 
city and enabled it to augment the earn¬ 
ings of foreign exchange. 

The Commerce ministry seems to 
think that with the recovery of the US 
economy ai d the resumption of housing 
activity in particular, the demand for 
carpet backing and other jute goods will 
steadily pick up. Though there are 
many indications of the US economy 
emerging stronger in the coming months, 
wc cannot take it for granted that this 
will necessarily and substantially push 
up the demand for jute goods. 

It is w'orth noting that in recent years 
the costs of house construction in the 
USA have been soaring sharply and, as 
a result, fewer citizens have been able 
to have their own homes. As Fortune , 
the US busii ess magazine, said in a re¬ 
cent issue, “a new one-family house 
costs the buyer about three-quarters as 
much in terms of his own labour today 
as one of equivalent size did before 
World War II. So one great American 
dream, so recently fulfilled for so many, 
seems to be fading. Between 1940 and 
I960, the nation changed from 56 per 
cent renters to 62 per cent homeowners. 
But over the next thirteen years, the 
ownership ratio inched up to only ^5 
per cent. Especially in big metropolitan 
areas, the soaring costs of land, labour, 
materials, and borrowed money have 
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poshed the price of a house a lot be¬ 
yond the grasp of more and more young 
couples now forming house-holds. Not 
only have the prices of new and existing 
homes soared, but rising repair bills and 
property taxes have sent total home- 
ownership costs even higher”. In any 
case, competition for carpet backing 
from synthetics and from other sources 
continues to be intense, and therefore, 
some urgent steps have to be taken to 
enable the Indian industry to reduce 
costs and increase exports. 

It is relevant to recall that in May 
1975, the Indian Jute Mills Association 
(IJMA) clearly indicated that the removal 
of the export duty on carpet backing 
would not suffice to promote its exports. 
Thp IJMA president said in his address 
to its annual session on May 10: 
‘•The current price differential between 
jute primary backing and synthetics is 
too wide to be bridged by the duty re¬ 
moval only. In order to be viable, jute 
primary backing needs some suitable 
additional assistance. In so far as 
secondary backing is concerned, the 
duty removal improves its competi¬ 
tive position. However, from a long-term 
view of matters, this step alone will not 
enable our secondary backing to withstand 
the onslaught from synthetic materials. 
Government should therefore seriously 
consider what other steps are called for, 
so that, on the one hand, it is worth¬ 
while for the industry to maintain a satis¬ 
factory level of production of this fabric 
and, on the other, jute secondary back¬ 
ing enjoys an edge in the price over its 
synthetic rival”. 


The government did not take this 
suggestion seriously. In fact, Prof. 
Chattopadhyaya, the Commerce minis¬ 
ter, repeatedly declared that the 
jute industry would not be justified 
in asking for further assistance and that 
the government had already provided 
sufficient incentive by removing the ex¬ 
port duty. But the fact that negotia¬ 
tions were recently held between the STC 
and the industry on the offer of a * sub¬ 
sidy seems to Show that the government 
is really concerned about the prospect 


for carpet backing but has been unable 
or unwilling to take a bold decision. 

Some of the measures now being con¬ 
sidered by the government of India to 
improve the export of carpet backing 
and other jute goods are the formation 
of an association of jute producing and 
consuming countries; creation of a deve¬ 
lopment council consisting of represen¬ 
tatives of the industry, scientists and 
technologists and government represen- 

Efficiency 

financed 

The industrial Credit and Investment 
Corporation of India (ICICI) which has 
helped in the establishment of over 
1,400 industrial projects during the last 
20 years of its existence, made credit 
available largely in the form of foreign 
currencies to large and medium-scale 
enterprises. The accent was on non- 
traditional and modern industries. By 
and large, the investments of the .ICICI 
in various projects had provided subs¬ 
tantial returns to their shareholders. 
Naturally, therefore, the corporation had 
earned a fair amount of praise for its 
operations. 

Were the projects financed by the 
ICICI successful only in the context 
of Indian conditions or were they inter¬ 
nationally competitive too? An answer 
to this question was attempted by an 
exercise undertaken jointly by the ICICI 
and the World Bank during 1972-73 
to assess economic cost-benefits of selec¬ 
ted projects. The results of the calcula¬ 
tions of economic rates of returns for 
selected 42 projects, which have been 
made available recently, throw significant 
light on the subject. 

The study had attempted to compare 
the economic rates of return with market 
ot financial rates of return in an effort to 
identify the causes for these variations. 
The calculations of economic rates of 
return involved the elimination of the 
effect of taxes and subsidies from financial 
projections, and substitution of market 
prices by accounting prices for inputs 


tatives; appointment of a high-powered 
committee to look into its various pro¬ 
blems; and the levy of a cess on the 
manufacture of jute goods to provide 
funds for undertaking research. These 
steps will, of course, prove useful to the 
industry but their favourable impact will 
be felt only after some time. In the mean¬ 
while, what is going to be done in the 
immediate future to improve the indus¬ 
try’s capacity to compete effectively in 
foreign markets? 

of ICIC1- 
projects 

and output. International prices in this 
study represented economic costs and 
benefits of non-labour inputs and output. 
In addition to calculating economic rates 
of return, effective rates of protection 
and domestic resources costs. for the 
individual projects had also been com¬ 
puted to assess the international competi¬ 
tiveness and economic costs and benefits 
of industrial projects. 

The results of the study revealed that 
the number of projects where economic 
returns exceeded market returns was 
24 as against 18 where market returns 
exceeded economic returns. This appa¬ 
rently provided credence to the fact 
that Indian industry was fairly com¬ 
petitive by international standards. Pro¬ 
jects which appeared fairly competitive 
in this context belonged to such industries 
as jute, cement, sugar, rubber linings, dry 
cell batteries, electronic components, 
machinery and its accessories, electrodes 
transmission towers, glass vials, PVC 
cables and wires, agricultural pumps, 
milling cutters, switchgears, re-rolled 
steel, fluoride chemicals, forged hand- 
tools and; castings. It was important to 
note that in most of these units the scale 
of operation was not the critical 
factor in determining economic viability. 

It may also be observed that in many 
of these items, raw material costs were 
more important than the manufacturing 
costs, and the relationship between prices 
of inputs and output was more favourable 
abroad than in this country, either be* 
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R. C. Ummat 


Second thoughts on rupee-sterling link • Duty 
drawback on exports • Implementation of 
new economic programme 


The disclosure last week at a press 
conference by the union minister for 
Finance, Mr C. Subramaniam, on the 
eve of his departure for Washington 
to attend the annual meeting of the 
World Bank and the International 
Monetary Fund (IMF), that his ministry 
was considering ways and means for 
delinking the rupee from pound-sterling 
has not come as a surprise to financial 
circles. An indication of this move was 
available nearly two months ago when 
with effect from July 2, the value of the 
rupee was raised by the Reserve Bank 
in terms of sterling by 1.06 percent. 
The Reserve Bank had changed on that 
day the buying rate for spot delivery 
from Rs 18.75 to Rs 18.55 per pound and 
the selling rate from Rs 18.85 to Rs 
18.65. The median rate was altered from 
Rs 18.80 per pound to Rs 18.60. This was 
done by taking advantagejof the IMF rules 
which permit a country to lower or raise 
the value of its currency within the 2.25 
per cent band of the Smithsonian pari¬ 
ties. 

serious review 

The announcement about the purchase 
and sale of sterling on a forward basis 
for 12 months with effect from July 2, 
however, had given rise to a feeling that 
the change in the rupee-sterling link 
might not be effected soon as it might 
create a good many complications in our 
external transanctions. The seriousness 
with which the matter is being reviewed 
currently, apparently, has been prompted 
by the rampant inflation in Britain and 
the persistent decline in the value of the 
sterling in the international markets, 
particularly in relation to the special 
drawing rights (SDRs). This has 
involved a steady invisible devaluation 
of the rupee at a time when the inflatio¬ 
nary tendencies in our own country have 
been not only contained but even rever¬ 
sed to some extent. Our current whole¬ 
sale prices level is nearly 3.5 per cent 
below that at this time last year. Steady 
erossion in the value of the rupee vis- 
a-vis the currencies of our external trade 


partners, therefore, is a matter of con¬ 
cern even though it is helping to some 
extent our export drive. This is because 
of the resultant increase in the burden 
of our external debt and the impact 
invisible devaluation is having on our 
imports. 

marginal influence 

If the external value of the rupee can 
be sustained through delinking it from 
sterling or in some other ways, it should, 
indeed, be a step in the right direction. 
The marginal adverse influence this will 
have on our export business should be 
more than counterbalanced by the con¬ 
tainment of the burden of our external 
debt and the import bill. 

Incidentally, thanks to the expecta¬ 
tions of a bumper kharif crop and much 
easier availability of fertilizers, our im¬ 
ports this year may register a substan¬ 
tial decline compared to last year for 
food and fertilizer imports alone cost us 
nearly Rs 1,300 crores in the year 
gone by. Fertilizer imports have already 
been staggered. Even though food 
imports are being kept up with a view 
to building up a buffer stock, they will 
not be costing as much as they did last 
year in view of the decline in internatio¬ 
nal prices. The prices of fertilizers too 
have softened a good deal in the recent 
past. The case with several other im¬ 
ports such as non-ferrous metals and 
alloy steels is no different. Even though 
the declining trend in the prices of these 
imports has got reversed in the past 
few months, they arc not costing as much 
as they did last year. The increase in the 
indigenous production of these metals 
too is helping to curtail their imports 
from the levels they would have reached 
due to the normal growth in demand 
had the indigenous supply not picked 
up encouragingly as it has done. 

The impact of sustaining the value 
of the rupee in terms of foreign curren¬ 
cies, it is felt, can be mitigated substan¬ 
tially by other means. So, on balance, 
apparently there is a good case at present 
for delinking the rupee from pound¬ 


sterling. It will further assist in curbing 
the impact of world inflation through 
imports. 

Mr Subramaniam indicated that 
three alternatives were available to the 
country at present. These are: (i) deter¬ 
mining the value of the rupee in relation 
to a basket of currencies of interest to 
us; (ii) linking the rupee to the special 
drawing rights; and (iii) floating the 
rupee. The delinking of the rupee from 
sterling and linking it with the US 
dollar—the other major currency for inter¬ 
national transactions—obviously is ruled 
out for the dollar too has been depre¬ 
ciating a great deal along with the ster¬ 
ling. 

An experts group headed by the 
Additional Secretary, department of Eco¬ 
nomic Affairs, Mr M. Narasimhan. is cur¬ 
rently looking into the matter of evolv¬ 
ing a formula to Jink the rupee with a 
basket of some currencies of interest to 
us—the dollar, pound-sterling, the cur¬ 
rencies of the members of the European 
Economic Community, the >en, etc. The 
floating of the rup^e, it is felt, is full 
of risks which a country like ours with 
slender foreign exchange resources, can 
ill afford. Mr Subramaniam himself 
revealed at his above meet with press¬ 
men that w'e will be able to somehow 
keep our head above water on the foreign 
exchange front. 

link with SDRs 

The link with the SDRs, which has 
been adopted by the affluent petroleum 
exporting countries, may involve more 
risks for our export drive than would 
be the case if the rupee is linked to 
“mini SDRs”--a reduced basket of some 
currencies particularly of interest to 
us. 

One advantage of linking the rupee 
with the SDRs— whose value is deter¬ 
mined from a weighted average of the 
currencies of the 16 countries which had 
a share in world export of goods and 
services in excess of one per cent on 
an average over the live-year period- 
1968-72— of course, will be to contain 
the oil bill which is the most important 
element in our import trade at present. 

Since the Narasimhan group is still 
engaged in finding out whether a smaller 
basket of currencies can be evolved with 
which the rupee can be linked for sus¬ 
taining its external value at a reasonable- 
level it would be worthwhile for the 
group to see whether the Russian roub)c 
can as well be included in this basket 
Not only the Soviet Union has recently 
emerged as the biggest customer of cur 


eastern economist 
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exportable foods but also we have very 
close trade links with the east European 
markets, 

A new status for the rupee as a 
result of delinking it from sterling, 
which will mean a break from the histori¬ 
cal past, of course, will involve periodical 
reviews of the exchange values of the 
rupee, making the present invisible 
revaluations—'upwards-—or downwards 
visible. The political overtones* especial¬ 
ly of downward revisions in exchange 
values, of course, can be some times quite 
embarrassing to the government. They 
might, however, prove a blessing in the 
long run as they will enforce financial 
discipline on the country. 

* * * 

The disbursement of duty drawbacks 
for exports henceforth will be done 
through banks. A scheme has been 
devised for this purpose and exporters 
have been assured that they will receive 
all payments due to them within three 
months. The amount of draw-backs, 
for the time being, however, will conti¬ 
nue to be determined by customs 
houses. 

11 has also been announced that 
raw materials meant for export goods 
production would be exempt from im¬ 
port duty. After the arrangement has 
been in operation for six months, 
banks will also be asked to handle the 
work of cash assistance payment to ex¬ 
porters. 

The finalisation of the Duty Draw¬ 
back Scheme follows the recommenda¬ 
tions of the Sondhi committee on engi¬ 
neering goods exports and a few modi¬ 
fications suggested by another commit¬ 
tee headed by the Commerce secretary; 
Mr S.G. Bose-Mullick. The Sondhi 
committee had recommended that it 
would be clearly more advantageous if 
both cash assistance and duty drawbacks 
were handled by a single agency—natio¬ 
nalised banks. The Bose-Mullick com¬ 
mittee, however, had expressed the view 
that banks could not be expected to 
work out the drawbacks and this work 
would have to be done by the custom 
houses as before. 

The following procedure is to be 
adopted for setting the drawback claims: 
(l) the exporter will authorise a sche¬ 
duled commercial bank to receive pay¬ 
ments from the customs house on his 
behalf and also to refund erroneous or 
excess payments ;(2) the customs house 
will make armugements for computing 
the amount of drawback due to an ex- 
pOrter MMtfer placing provisionally at* 


the disposal of the bank the necessary 
funds by issuing a provisional payment 
order in favour of the nominated bank 
on account of the exporter; (3) on receipt 
of the shipment advice, the bank will pay 
the exporter on the basis of the provi¬ 
sional order received from the customs 
house; (4) the drawback directorate will 
verify the correctness of the amount on 
the duplicate copy of the shipping bill 
along with other relevant ducuments and 
issue a final payment order within three 
months of shipment; (5) the amount paid 
to the exporter according to the pro¬ 
visional order will be subject to ad¬ 
justment in the light of amount payable 
as per the final payment order. 

As regards exemption from import 
duties of raw materials required for 
producing exportable goods, the new 
procedure to be followed is that the 
manufacturers, on receipt of a specific 
export order, would have to apply to the 
Chief Controller of Imports and Exports 
for advance licence for the imported 
raw materials and components needed. 
The quantum of raw materials and compo¬ 
nents required would have to be certi¬ 
fied by a chartered engineer and later 
scrutinised by the DGTD and other 
technical authorities. The advance li¬ 
cence would be issued for the imported 
inputs so appiovcd and the manufacturer 
exporter would have to undertake an 
obligation to export the specified 
quantity of finished goods within six 
months. 

After gaining some experience, the 
Duty Exemption Scheme might be ex¬ 
tended to indigenous raw materials and 
components, which were subjected to 
central excise duties. 

The government is expected to an¬ 
nounce in a few' days a comprehensive 
scheme of cash assistance to exporters 
in the interest of boosting exports. ^ 

* * 

A three-tier machinery to implement 
the new economic programme of the 
government has been proposed by the 
Congress President, Mr D.K. Borooah. 
This implies that for the first time in the 
history of the Congress, the government 
and tne party would be working hand- 
in-harid to implement an important 
programme. 

The Congress President has issued 
guidelines to state chief ministers and 
State Congress units on the proposed 
implementation system. They have been 
asked to issue executive orders, if neces¬ 
sary, for the formation of the various 
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proposed committees. Whenever, legis¬ 
lation is necessary, it has been sugges¬ 
ted that it should be undertaken at once, 
preferably by issue of ordinances. 

The three-tier committees that are to 
be set up at the state, district and 
taluka levels, it has been announced, 
should have the power to recommend 
legislative and executive measures, to 
take decisions in regard to the program¬ 
me being implemented by them, to call 
for official records at their level and to 
tour the areas of their jurisdiction to 
record evidence summarily. The or¬ 
ganisational committees will, thus, have 
some of the powers that are generally 
enjoyed by official committees. 

target date 

Mr Barooah has set June 30, 1976, as 
the deadline for the implementation 
of the new economic programme. He 
had directed that * the target date of 
March 31, 1976, in the case of a majority 
of items and June 30, 1976. for all items 
should be the basis on which the imple¬ 
menting machinery, funds, field plan 
of work paper work and supervision 
work will be worked out in detail”. 

According to the guidelines issued 
by the Congress president, three-tier 
committees will be as follows: 

(1) There will be one committee at the 
state level with the chief minister as 
chairman. It will consist of two other 
ministers, some top officials concerned 
with the implementation of the program¬ 
me as well as prominent and committed 
non-officials representing Congress as 
well as any other political party which 
agrees with the programme, constructive 
workers and non-party experts. 

(2) There will be another committee 
at the district level, consisting of con¬ 
cerned members of Parliament, ministers 
from the district or those entrusted 
with the affairs of the district, chairman 
of zila parishad, collector and commit¬ 
ted non-officials who agree with the 
programme and experienced construc¬ 
tive workers, etc. 

The state • committee will decide 
the manner in which the legislators 
are to be involved in the district 
level committees. The district committee 
will be responsible for planning, supervi¬ 
sion, direction, coordination and evalu¬ 
ation of the implementation of pro¬ 
grammes entrusted to the local commit¬ 
tees which will form the third tier of the 
implementation machinery. In addition, 
it will itself take up the implementation 
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of some items of the programme such- 
as socialisation of urban and urbani- 
sable land, revaluation of conspicuous 
construction, supply of essential corn* 
modities to students, hostels, etc. 

(3) There will then be sub-district 
or local level (taluka, block or revenue 
circle, committees. Since there are seve¬ 
ral items of the programme to be imple¬ 
mented simultaneously, it is proposed 
to have three committees to deal with a 
convenient combination of items at this 
level. The broad functions of these com- 
ittees will be: 

functional committees 

Committee I: Land ceilings: aboli¬ 
tion of bonded labour; liquidation of 
rural indebtedness; minimum agricul¬ 
tural wages; land to be brought under 
irrigation; updating of land records and 
verification of possession and enjoyment of 
government land distributed under assign¬ 
ment rules to the landless and recovery of 
such lands as have been illegally usurped 
by persons other than the assignees; 

Committee II: Public distribution 
system of essential commodities; 

Committee III; Development of the 
handloom sector and implementation of 
the apprenticeship scheme for the weak¬ 
er sections. 

Each of the three sub-district or the 
local level committees will consist of the 
concerned MPs, MLAs, MLCs, pancha- 
yat samiti presidents and some promi¬ 
nent non-official workers of the area, 
including those belonging to scheduled 
castes, scheduled tribes, backward clas¬ 
ses. etc. An officer of the appropriate 
rank will be the secretary and other 
officers will be associated with the work 
of these committees. 

The guidelines also enjoin that in 
constituting the committees, persons 
with conspicuous affluence, persons with 
a record of defection, persons with a 
record of previous conviction or involve¬ 
ment in economic and other offences, 
etc., should be avoided. The commit¬ 
tees have to be of a composite nature 
so that they inspire confidence. They 
should eschew groupism. 


Save 

with 

grace 

Linoleum floor-coverings are an economic 
investment. Linoleum endows your home 
with a graceful decor. By retaining its 
striking elegance for years, it saves you 
so much in repair and renovation costs..*, 
you'll need a whole elephant to serve 
as a piggy-bank! 
Stain-proof, easy to dean and polish. 
Linoleum comes in a wide range of colours 
and designs. Choose yours. 

LINOLEUM 

Th« vvrMtil* floor*cov«rlng m For bettor living 
tx>. Mriapor, 04 Paifsaas, West Bengal. 





MINT OF VIEW 


New thinking on fertiliser 


TYie strategy for further development 
of the fertiliser industy has to be recast 
in the light of the new opportunities 
for raising the output of crude from 
indigenous sources and exploiting new 
reserves of natural gas in the Bombay 
High and Tripura regions. In view of 
the earlier fears about the emergence 
of an acute shortage of naphtha and the 
need for reduced dependence on petro¬ 
leum roots as feedstock, it was decided 
that other techniques should be employ¬ 
ed, and the foreign exchange content 
in raw materials used should be mini¬ 
mised, if not eliminated. The policy 
decision in this regard led to the pro¬ 
motion of three new projects for pro¬ 
ducing fertilisers based on direct gasi¬ 
fication of coal. Accordingly, three 
large-sized plants arc coming up in 
Ramagundatn in Andhra Pradesh, 
Talchcr in Orissa and Korba in 
Madhya Pradesh. 

While these coal-based fertilizer 
units are the biggest in the world, there 
is still a feeling that the techniques 
relating to direct coal gasification have not 
been perfected and f resh research on a 
pilot plant basis will have to be conduc¬ 
ted if additional capacity is to be created 
on these lines. This objective is sought 
to be achieved with the establishment 
of a pilot project in Bhopal by Union 
Carbide in order to try out its new 
technique for coal gasification. It is of 
course too early to say what will be the 
outcome of these efforts and to what 
extent coal will be used in the coining 
years for producing fertilizers by the 
adoption of new techniques. 

doubts cleared 

The doubts about the feasibility of 
coal as an efficient feedstock and the 
success in eliminating pollution problems 
may now be conveniently cleared after 
carrying out research work in a thorough 
manner. This is because a new compul¬ 
sion has now arisen for determining the 
use of different feedstocks. It is confi¬ 
dently expected that vast natural gas 
reserves will be located in the Bombay 
High and Tripura regions. Already, it 
has been claimed that the additional 
quantities of ammonia required for the 


fourth stage expansion of the Trombay 
plant will be based on natural gas from 
the Bombay High region. Indeed it is 
now being debated what should be the 
approach to the utilisation of crude 
produced from the Bombay High region 
and whether the capacity of the refine¬ 
ries in Trombay will have to be suitably 
expanded. Both the refineries in this 
centre arc capable of a throughput of 
7.5 million tonnes and this capacity 
can be increased substantially to 10 
million tonnes at no great capital cost. 

naphtha availability 

In this manner, the production of 
Bombay High can be handled by the two 
refineries though there may still have to 
be some imports for blending or other 
purposes. With additional production 
of two lakh tonnes of naphtha in the 
event of the throughput of Trombay 
refineries rising to 10 million tonnes 
another largc-si/cd fertilizer plant can 
be easily fed. The natural gas output also 
will have to be similarly processed and 
a decision has now to be taken in re¬ 
gard to the manufacture of fertilizers in 
large volume and in a concentrated 
area. In any case half a million tonnes 
of nitrogen can be easily produced with 
the additional availability of naphtha 
and natural gas in the next three or four 
years. 

The net improvement in naphtha 
supplies if indigenous production of 
crude is raised to 30 million tonnes by 
1980-81 will be about 800,000 tonnes 
as already 22 million tonnes are now 
being processed by different refineries. 
As two lakh tonnes of naphtha is likely 
to be used in the Bombay High region, 
a balance cl six lakh tonnes can be made 
available to other regions. The question 
arises as to how the new locations should 
be decided and in what way imported 
crude will have to be diverted. Presumably, 
the Kandfa port will assume greater 
importance as imports of crude at Bom¬ 
bay terminal will have to be reduced 
gradually. The Mathura refinery may 
have to use imported supplies to a 
significant extent in the earlier stages. 
However, when the self-sufficiency point 
is reached the requirements of the 


industry 

Sagittarius 

Mathura refinery may have to be met 
by Kutch off-shore area and Gujarat 
oilfields. In any case some operational 
problems may be encountered as the 
refining capacities of the Trombay, 
Koyali and Mathura refineries may be 
easily 20 million tonnes. This perhaps 
is the reason why the schedule of cons¬ 
truction of the Mathura refinery has 
been intentionally delayed though it is 
felt that the pipeline from Kandla to 
Mathura inter-conncting Koyali should 
be constructed. 

It may be possible to take definite 
decisions in this regard only in the light of 
new developments and the succes attend¬ 
ing exploration of the Kutch and West 
Bengal basins. In view, however, of the 
prospect of increasing crude output in 
the north-eastern region to 10 million 
tonnes and the find of rich reserves of 
natural gas in the Tripura area, additional 
capacity for fertilizer manufacture will 
have to be located in the three states 
of Bihar, Assam and WeM; Bengal. Al¬ 
ready the capability of Namrup plant 
has been expanded while a new unit in 
Bara uni will be commencing operations 
in the last quarter of this year. There 
are proposals for raising the throughput 
of the Nunmuti refinery and new capa¬ 
city will also have to be established 
for an aggregate of 10 million tonnes 
of crude. 

duplicate plants 

Since additional naphtha availability 
may be about half a million tonnes apart 
from natural gas reserves in Tripura, 
the use of this feedstock, advantageously 
without involving unnecessary haulage 
over long distances will be facilitated 
if duplicate fertilizer plants can be 
located in Bihar and West Bengal. The 
difficulty will, however, arise in respect 
of the utilisation of natural gas in the 
Tripura region’. Even for tapping gas 
from one well it has been proposed that 
a fertilizer plant and thermal station 
should be creeled in the vicinity. When 
more wells arc drilled and additional 
quantities of gas have to be tapped 
there will be a problem of exploitation 
for securing optimum results. Since 
Bangladesh also is reported to have huge 
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reserves of natural gas and there nj%v 
be an extension of this field into the 
Tripura area, it will have to be decided 
what should be the extent of new capa¬ 
city for fertilizer production in the 
area itself or how gas can be transported 
through pipelines to other parts of the 
country. 

In view of the difficult terrain and 
political complications, there will neces¬ 
sarily have to be greater emphasis on 
the development of natural resources on 
a defined basis and allied industries 
also promoted accordingly. The es¬ 
tablishment of an additional refinery at 
Bongaigaon and the formation of a new 
pctro-chemical complex in the Namrup 
area for utilising naphtha in the former 
centre and gas in the latter area are 
instances in point. While these compul¬ 
sions may have distorting effects 
on the pattern of industrial growth, 
there is no doubt that Assam and 
Tripura have immense possibilities for 


future development and the formulation 
of new schemes will have to be on in¬ 
telligent lines in order to fit in properly 
in the all-India picture. 

The latest developments on the oil 
front have therefore given rise to new 
thinking about fresh expansion of the 
refining industry and the use of feed¬ 
stocks in fertilizer units. While major 
decisions can be taken only after exa¬ 
mining all aspects of the new problems, 
there can easily be additional production 
of one million tonnes of nitrogen based 
on naphtha and natural gas in the next 
five or six years. With three new units 
likely to use fuel oil and three plants 
based on coal commencing operation in 
the next two years, additional capacity 
may be easily 1.2 million tonnes of nitro¬ 
gen based on other forms of feedstock. 
However, this process is unlikely to 
gather momentum in later years as addi¬ 
tional supplies of naphtha and natural 


gas can yield another one million tonnes 
of nitrogen. If only the existing capacity 
can be utilised more effectively and ex¬ 
pansion plans are speedily completed, 
the dependence on imports for 50 per 
cent of current consumption will be 
considerably reduced. Already there are 
reports about the operating efficiency 
of many plants improving and construc¬ 
tion work on new schemes being expedi¬ 
ted with allocation of additional resour¬ 
ces. The availability from indigenous 
sources in 1976-77 may be even 2.5 
million tonnes nitrogen if all the newly 
commissioned units can contribute bet¬ 
ween themselves 700,000 tonnes (N). The 
outlay on imports can then be slashed 
by 50 per cent. The problems of the 
fertilizer industry have therefore to be 
viewed in a new perspective and the 
aim should be to achieve a balanct 1 use 
of different types of feedstock for 
maximising production and achieving 
self-sufficiency in this sector as well. 


Multinational banking Victor L. Korneev 


An ancient proverb says : ‘yesterday's 
future is today's past'. A decade ago 
only a very few of the economic analysts 
would pay attention to the growing inter¬ 
national network of leading banks in the 
west and elaborate on its consequences 
for the world economic order. These 
days one can hardly read any economic 
paper without coming across sometimes 
apocalyptic description of today’s pic¬ 
ture of international banking system. 
An attempt is made here to state the ob¬ 
vious relationships between the develop¬ 
ment of industrial corporations and their 
banking counterparts during the last de¬ 
cade, especially in 70\s. Really this in¬ 
terrelation has already been underlined 
on national level by many economists of 
different economic schools. The rela¬ 
tions between industrial and banking 
corporations though based in many res¬ 
pects on the relations on the national 
level, have their own specific features on 
international arena which are bound 
sometimes to lead to important changes 
in the world economy. 

Although expansion within the coun¬ 
try was an important goal of the banks 
both in the USA and Europe it now goes 
in a more general framework of catering 
for the needs of industrial corporations. 
To become strong now means for banks 
to have the multinational network which 
enables them to serve the needs of in¬ 
dustrial corporations which under the 
objective law of internationalisation of 
production become multinational. As 


it is widely known, the majority of 
multinational corporations stems from 
the USA, The US multinationals now 
account for about $ 100 billion out of 
the total $150 billion of direct foreign 
investment in the world. 

During the last 10 years the book 
value of direct foreign investment of US 
corporations reached over S 95 billion. 
Direct investments abroad led to the 
growth of international net-work of the 
largest corporations, predominantly 
originating in the USA. 

The total number of foreign manufac¬ 
turing subsidiaries of all US multina¬ 
tional corporations is more than 5,000 


now. Most of them arc located in Europe 
and Canada. 

The growth of industrial corporations 
induced the largest US bunks to extend 
their activities abroad to serve their in¬ 
dustrial partners in enlarging business. 
Asa prominent American banker—George 
Mitchcl, Vice-Chairman of the Federal 
Reserve, put it in a diplomatic language— 
“A sound and efficient multinational 
banking system is becoming more and 
more vital to the functioning of the 
world economy.” 

According to the available statistics, 
assets of branches of US banks abroad 
increased during late 6(h-carly 70s by 


Table I 

Number of Foreign Manufacturing Subsidiaries of 187 US-Controlled Enter¬ 
prises by Area, Selected Years 1901—1967. 


Areas 

1901 

1913 

1919 

1929 

1939 

1950 

1959 

1967 

Canada 

6 

30 

61 

137 

169 

225 

330 

443 

Europe 

37 

72 

84 

226 

335 

363 

677 

1438 

United Kingdom 

13 

23 

28 

78 

128 

146 

221 

356 

France 

8 

12 

12 

36 

52 

54 

98 

223 

Germnay 

10 

15 

18 

43 

50 

47 

97 

211 

Latin America 

3 

10 

20 

56 

114 

259 

572 

950 

Other 

1 

4 

15 

48 

97 

141 

312 

817 

Total 

47 

116 

180 

467 

715 

988 

1891 

3646 


Source: Raymond Vernon, “Sovereignty at Bay* 9 , The Multinational 
Spread of US Enterprises, London, 1974, p-68. 
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more than four times while the growth 
of the value of direct foreign investments 
by US corporations was not more than 
1.8 times(Table II). 

The assets of European branches of 
US banks increased just by five times and 
now outstepped investments of US cor¬ 
porations in their European affiliates. 

At present US banks operate more 
than 630 foreign branches with total 
assets of about « 80 billions (Table III). 

The major place in international net¬ 
work of American banks occupies the 
UK, namely, London. London is now 
a world acclaimed centre of multina¬ 
tional banking business In this regard 
it is worth noting that American banking 
capital through brandies and affiliates 
has here the largest concentration ratio 
compared with oilier areas: The medium 
assets of US banks in London arc $772.0 
million as compared with $ 123.5 million 
for the total international network of 
these banks. 

Their earnings from abroad constitute 
now a significant part of their total earn¬ 
ings. In the case of the largest US 
bank—Citibank, earnings from abroad 
accounted for half of the total earnings 
of this bank in 1972; in 1974 the level 
reached above 60 per cent (Table IV). 

It is evident from a recent study by 
Salomon Brother* that US multinational 
banks earnings abroad grew much more 
rapidly than domestic earnings. Thus 
during 1970-1973 international earnings 
of the largest six US multinational banks 
increased more than two-folds while their 
domestic earnings during the same period 
showed the growth rate of not more 
than 10 per cent 

Paradoxically enough, the US govern- 


Table n 

US Direct Investments and Assets of Foreign Branches of US Banks. Book Value 

1967—1972. 


$ billion 


Areas 

1967 1968 

1969 

1970 1971 

1972 

1972 to 1967 
(%) 

I 

Ail areas: 

(i) Direct US 
investments 

59.5 65.0 

71.0 

78.2 86.2 

94.3 

158.5 


(2) Assets of US 
bankers 

15.7 23.0 

41.1 

52.6 67.1 

77.4 

493.0 

11 

Europe 4 

(i) Direct US in¬ 
vestments 

17.9 19.4 

21.7 

24.5 27.6 

30.8 

172.1 


(2) Assets of US 
banks 

10.9 17.3 

31.2 

39.2 48.1 

53.9 

494.5 


* ExI. East Europe 

Sources: “Survey of Current Business’*, The Banker— 

-Various numbers. 




Table ill 





International Network of US Banks 




1967 

1968 

1969 

1970 

1971 

1972 

% to 
total 

All areas 

Assets (Imln) 

15658 

23018 

41120 

52611 

67054 

77437 

100.0 


No. of branches 

295 

375 

459 

530 

577 

627 

100.0 

Europe 

Assets ($ min) 

2721 

4121 

6464 

9496 

12913 

13033 

16.8 


No. of branches 

34 

46 

64 

72 

80 

89 

14.2 

UK 

Assets ($mln) 

8178 

13177 

24753 

29668 

35143 

40915 

52.8 


No. of branches 

25 

35 

40 

44 

48 

53 

8.5 

Bahamas 

Assets (» min) 

* 


2993 

4421 

7849 

11576 

14.9 


No. of branches 

* 

■!« 

31 

6! 

73 

94 

15.0 

Latin 

Assets ($ min) 

1270 

1726 

1584 

2055 

2519 

2602 

3.4 

America 

No. of branches 

133 

178 

208 

223 

229 

227 

36.2 

Far Last 

Assets (S> min) 

2267 

2663 

3257 

4423 

6221 

7119 

9.2 


No. of branches 

63 

72 

76 

79 

83 

97 

15.5 

Middle East Assets ($ min) 

257 

284 

265 

315 

384 

381 

0.5 

& Africa 

No. of branches 

9 

9 


7 14 

17 

17 

2.7 


* included in Latin America 

Sources: The Banker, American Banker , various numbers. 


Table IV 

International Earnings of Leading US Multinational Banks 1970—1974 


1970 I97L 1972 1973 1974 

Banks -------- - 



$ 

min 

% Of 

total 

earnings 

% 

min 

% of 
total 
earnings 

$ 

min 

%of 

total 

earnings 

S 

min 

*/ of 

/o 1,1 

total 

earnings 

$ 

min 

% of 
total 
earnings 

Bank America Corp 

31.6 

19.0 

44.6 

25.0 

52.9 

28.0 

70.1 

32.0 

100.1 

39.0 

Citicorp 

58.0 

40.0 

72.3 

43.0 

109.0 

54.0 

152.9 

60.0 

194.0 

62.0 

Chase Manhattan Corp 

30.7 

22.0 

42.8 

29.0 

50.4 

34.0 

67.5 

41.0 

89.0 

49.0 

Manufacturers Hanover Corp 

20.4 

23.9 

22.0 

28.0 

26.2 

32.4 

32.9 

33.1 

N.A 

47.0* 

J.P. Morgan & Co 

25.5 

25.0 

31.8 

28.9 

41.9 

35.0 

66.8 

45.9 

81.0 

45.0 

Bankers Trust NY Corp 

8 7 

16.1 

11.6 

21.1 

20.9 

35.0 

29.7 

45.1 

45.1 

52.0 


* Percentage of total operating income. 
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ment measures aimed at reducing the 
outflow of US capital abroad to improve 
the US balance of payments stimulated 
assets of foreign branches of US multina¬ 
tional banks to grow even faster. 

In 1%5 the US government introduced 
a voluntary restraint programme to 
curb the outflow of US private capital 
abroad. This resulted in a certain switch 
over of US multinational corporations 
from US to foreign dollar markets and 
gave the main stimulus to the creation 
of a large Eurocurrency market. The 
rise of this market further increased 
after the adoption in January 1968 by the 
US government mandatory restrictions 
on the outflow of US private capital ab¬ 
road, especially to the developed coun¬ 
tries. 

current operation 

Currently the operation of the Euro¬ 
currency market, according to different 
cstimats have readied nearly si SO billion. 

The expansion of US multinational 
corporations also influenced the growth 
of the Eurobond market, which was 
created in the present from after the 
shift of the international bond market to 
Europe from New York clue to the intro¬ 
duction bviheUS government of Inte¬ 
rest Equalization 'fax in July I96L 

The M/e of die Eurobond market 
grew from sJ(M) million in 1963 to more 
than S 5 billion in 1974. 

The growth of US multinational cor¬ 
porations was accompanied by die setting 
up of the global nelwoik of major US 
banks which created a significant threat 
to European iruiu arialisls and their 
bankets and gave iu-:m a new modus for 
expansion. 

’I he UK companies which operated 
both outside and inside their country, 
have been greatly tin lermmeu by Ameri¬ 
can corporations d-Ui i.ig the po,t-war 
period (ihe w corporal ioss now account 
for m >re than a quarter of new indus¬ 
trial investments in UK economy and the 
share of subsidiaries of US corn 'aides m 
the total output of linfish industry is 
nearing 20 per cent). As in the ease of US 
multinational business, the expansion of 
UK industrial companies abroad is ac¬ 
companied by the multinational bank 
expansion. 

The total number of branches of 
major UK banks outside the IJK is now 
more than 3,000 (Tabic V). 

The fourth largest UK bank Midland 
which lacks a major overseas network of 
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its Own is a member of the European 
Banks International Company. The 
financial group includes, besides Midland 
Bank, Deutsche Bank, Socicte Generate 
(Paris), Baner Commercial Italiana, Ams¬ 
terdam, Rotterdam Bank, Creditanstalt 
Bank Vercin (Vienna) and Socicte Gen¬ 
eral dc Banquc (Brussels) with eum- 
mulative assets of more than 9 105 billion 
and is now one of the largest international 
banking grouping in the world. 

These groupings EB1C, Associated 
Banks of Europe, Cargo (ABECOR), 
Europartners, Inter-Alpha and other 
have been created by European banks 
during the last 10 years and to a great 
extent represent the European response 
to the multinational growth of leading 
US banks which was regarded as a serious 
threat by many of the banks in Europe. 
(It is no secret that now-a-days there 
arc more branches of US banks in Lon¬ 
don, for example, than in New York, 

T un i 

Foreign Network of Tl 


which was hitherto regarded as the main 
financial centre of the West) 

The growth of the multinational 
banks is responsible for the creation of 
new large centres on the financial map 
of the world, such us Hong Kong and 
Singapore, which have become the cen¬ 
tres of Asian dollars (Table VI). 

The last decade signified a new phase 
in the development of international bank¬ 
ing—more and more European and 
Japanese banks entered into the bank¬ 
ing activities in many states of the USA 
in spite of a number of difficulties due to 
legal restrictions on foreign banking in 
that country and the tight competition 
in the US capital market. 

At the beginning of 1974 there were 
about 60 foreign banks in the USA with 
assets of 9 38 billion -six times bigger 
than in 1965. The majority of the 

V 

roe Eurges! 1 K Banks 


Bank 

Europe 
(outside UK) 

US\ 

1. Barclays 

37 

57 

2. Lloyds 

39 

98 

?. National 

11 

3 


Westminster 


Asia 

Africa 

Rest of 

1 lie- 
world 

Total 

9 

12*49 

303 

1697 

3* 


126 

487 

4 


2 15 

(branches) 


* Without foreign network of Grindlays Bank Eld. 

Source: 77/•' Hanker, August 1974. 


Tabu VI 

Seven Largest Financial Centres of the World 


financial 

centre 

Represen¬ 

tative 

office 

Subsidiary, 
or branch of 
subsidiary 

Branch 

Multina¬ 
tional con¬ 
sortia affiliate 

Total 

l. London 

72 

42 

181 

81 

379 

2. New York 

57 

35 

45 

6 

143 

3. Paris 

37 

IS 

23 

24 

102 

4. Hong Kong 

45 

12 

25 

I 

83 

5. Nassau 

—- 

20 

65 


85 

6. Tokyo 

51 

2 

28 

-- 

81 

7. Singapore 

28 

8 

26 

4 

66 


Source: Who is Where, published by 77/e Banker Research Unit. 
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branches, subsidiaries and agencies of 
foreign companies are located in New 
York, Los Augeles and San Francisco, 
where they arc beginning to play an ac¬ 
tive part in the local finances as well as 
in securing loans and credits for Euro¬ 
pean and Japanese multinational corpo¬ 
rations. 


Two broad general conclusions on the 
growth of multinational business during 
last decade emerge: 

—The objective trend of internation¬ 
alisation of production and capital has 
resulted in the west in the growth of 
multinational industrial corporations. 
This growth has to a great extent stimu¬ 


lated the multinational expansion of 
leading banks of the USA, west Europe 
and Japan. 

—The above trend has also led to the 
creation of international alliances of 
banks from dilTcrent countries, to in¬ 
creased international cooperation of 
banking and industrial capita!. 


Agricultural development in Bihar Madan Mohan Patnaik 


An attempx has been made in this arti¬ 
cle to study the changes in agriculture 
in Bihar between the years 1956-57 and 
1970-71 as well as the nature of yearly 
variations in the agricultural production 
and the area under cultivation of some 
important crops. The data is collected 
from the annual season and crop 
reports, published by the Directorate 
of Statistics and Evaluation, government 
of Bihar. 

Although there have been yoaily 
variations in the agricultural production 
in Bihar, yet there has been a remarkable 
increase in production in 1970-71 as 
compared to 1956-57. This is borne out 
by the fact that production of rice in¬ 
creased from 37,35,203 metric tons in 
1956-57 to 41,54,287 metric tons in 1970-71 
—thus registering an increase of 4,19,084 
metric tons. Production of wheat rose 
from 1,81,618 metric tons to 12.58,911 
metric tons; and production of sugarcane 
from 36,69,167 metric tons to 62,09.417 
metric tons. Production of total food- 
grnins increased from 51,75,208 metric 
tons to 78,65,958 metric tons in between 
the years 1956-57 to 1970-71. Total food- 
grains here include the production of 
sugarcane. 


net area sown which increased from 
1,91,89.822acres in 1956-57 to 2,08,91,464 
acres in 1970-71. The area brought 
under cultivation was the forest, culti¬ 
vable waste land, and current fallow 
land which accounted for the increase 
in the net area s nvn. The total area 
under forest was 96,75,763 acres in 
1956-57 which decreased to 72.35,877 
acres in 1970-71 — The area under 
cultivable waste land decreased from 
21,98,028 acres to 12,66,667 acres and 
the area undei current fallow land also 
deu eased from 41,74,713 acres to 
38,87.886 in between the years 

1956-57 and 1970-71. However, there 
lias been an increase in the area under 
other fallow land, from 17.91,400 in 
1956-57 to 21.71.640 in 1970-71. 

Making a dislriclvvise comparison of 
percentage of net area sown to the total 
area under each district, we find, that 
the districts of Patna, Gaya, Suhabad, 
Saran, Chumparan, MuzalHirpur, Dar- 
bhanga, Bhagalpur, Saharsu, Purnea. 
Ha/aribagh. Ranchi, Palarnau and Singh- 


bhum have brought more area under 
cultivation. 

The percentage increase is the 
highest in the direct of Saharsu and lowest 
in the districts of Ranchi and Muzaflar- 
pur. 

In 1955-56 out of the si «tc's total 
area sown only 17.8 per cent was irri¬ 
gated from different sources of irrigation 
which rose to 24.8 per cent in i )70-71 re¬ 
gistering an increase of seven p v r cent. The 
rest of the cultivable area depen Is upon 
the vagaries of the monsoon. \ district- 
wise comparison of the pcrcc.uage area 
irrigated over the gross area cultivated 
shows that the districts of Patna, Gaya, 
Sahabad. Saran, Champaran, Muzaffar- 
pur, Darbhanga Monghyr. Saharsa, 
Purnea, and Ranchi have shown an ex¬ 
pansion in their percentage of irrigated 
area. In 1970-71 the districts having 
more than 50 per cent of their cultivated 
area irrigated are Patna, Gaya and 
Sahabad. Among these three districts, 
the district of Gaya is having the maxi¬ 
mum with 63.70 per cent followed by 


Table I 

( omparison of Net Area Sown to Total Area—District-wise 


trends in commercial crops 

We shall now review the trends in the 
case of commercial crops. The produc¬ 
tion of linseed in 1956-57 was 12400 
metric tons which increased to 27,507 
metric tons in 1970-71. The production 
of rape and mustard also rose from 
11,987 metric tons to49.037 metric tors 
in between the years 1956-57 and 1970-71. 
In the case of sesamum, the production 
increased from 7,732 metric tons to 
10,878 metric tons. The production of 
tabacco was 7,298 metric tons in 1956-5 7 
which rose to 11,963 metric tons in 1970- 
71. The outturn of jute also increased 
from 12,24,347 bales to 7,88,314 metric 
tons. The nature of the trend in the index 
series of above mentioned crops will be 
studied later in this article. 

The rise in the production of above 
crops was the result in the increase of 


Percentage net area sown to the % increase (+) or 


Dist rict 

total area of the district. 

decrease. (—) 


1955-56 

1970-71 


Patna 

72.5 

77.2 

-r 5.3 

Gaya 

52.4‘ 

58.5 

, 6.1 

Sahabad 

58.0 

67.8 

i 9.8 

Saran 

70.0 

71.2 

4 1.2 

Champarv n 

63 7 

67.6 

-!- 3.9 

Muzallurpur 

72.8 

73.6 

-}- 0.8 

Darbhanga 

68.1 

69.8 

*r 1.7 

Monghyr 

49.1 

48.5 

— 0.6 

Bhagalpur 

49.1 

53.4 

4- 4.3 

Saharsa 

37.8 

60.3 

, 22 5 

Purnea 

59.8 

66.3 

1 6.5 

Santhal Parganas 

44.8 

40.4 

— 4.4 

Hazaribagh 

18.1 

19.8 

4* 1.7 

Ranchi 

38.7 

39.5 

4 0.8 

Palarnau 

11.5 

21.4 

4- 9.9 

Dhanbad 

35.5 

28.6 

- 6.9 

Singhbhum 

22.4 

29.9 

4- 7.5 
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Sahabad and Patna respectively. The 
districts having less than 10 per cent of 
their area under irrigation are Muzaflar- 
pur, Ptirnea, Santhal Parganas, Hazari- 
bagh, Ranchi, Dhanbad and Singhlium. 

The most important food crop in the 
state of Bihar is paddy. The total area 
under paddy cultivation in 1956-57 
was 1,25,43,750 acres and it increased 
to 1.30,34,165 acres during 1970-71 
showing a rise of 4,90,415 acres. The 
next important foodcrop is wheat. The 
area increased from 14,67.477 acres to 
32,50,970 acres between the years 1956- 
57 and 1970-71 registering an increase 
of 17,83,493 acres. The total area under 
all food crops increased from 2,32,52,426 
acres to 2,60,39,104 acres. Among the 
non-food crops, area under linseed, 
castor, cotton, and sunhemp has decreas¬ 
ed and the area under rape and mustard, 
jute, mesia and tobacco has increased 
between 1956-57 and 1970-71. 

The trend in the index series of area 
and production of principal crops is as 
follows. The crops considered are paddy, 
maize, rugi, wheat barley, total pulses, 
foodgrains, oilseeds, jute, cotton, sugar¬ 
cane, chillies, potatoes and tobacco. 
The index series for area under different 
crops are from 1961-62 to 1970-71 and 
that of production are from 1956-57 
to 1970-71 with the base period being 
1955-56. 

testing the trend 

To examine the nature of trend in 
the index series vve have adopted H. B. 
Mann’s method for testing the trend. As 
the test is a non-puramctric one, wc 
need not make any assumption regarding 
the population. An outline of the method 
is given below: 

Consider the index series of crop given 
in the form x,x 3 . .x n where x 2 is the ob¬ 
served value given in the first time unit 
(year); x 3 is the observed value given 
in the second time unit; and Xn is the 
observed value in the last time unit. 

Then x, x*.. .Xn are replaced by their 
ranks. For ranking, the smallest value 

in x,x 2 -xn series is assigned rank 1, 

then the next smallest value in assigned 
rank 2 and so on. Then in terms of 
ranks—our series becomes p,p*... pit. 
Now, we calculate the total positive 
score. Consider the ranks of the first 
element x,. Call Nt the number of the 
ranks of the elements x a x*... xn-1 which 
are larger than pi. Consider, then, the 
rank of the second element x*. 
Call N* the number of the ranks of the 
elements x,—xn-1 which arc greater than 
pi and so on. Lastly Nn-1 is com¬ 
puted. 

eastern economist 


Let us suppose, 

P *■ Total positive score 
= N, 4- N, -I- ... + N n-1 

S = Total score 
« 2p — ixnx(n-l) 
where n ---- number of observations. 

2S 

Rank correlation coefficient --- 

N(N—1) 

If R is positive, we say that there is 
a positive trend in the index series, i.c.. 
yearly production of crop is increasing 
uniformly. 

If R is negative, then there is a nega¬ 
tive trend in the index series. 

The rank correlation confficients of 

Table II 


Percentage Area Irrigated over Gross 
Area Cultivated—District-wise 



,, . J of area irri¬ 

°increase 


gated over 

(\) 

Districts 

gross area 

or decrease 


cultivated. 

( > 

1955-56 

1970-71 


Patna 

39 >’ 

51.2 

. 11.4 

Gaya 

51.: 

63.7 

- 4 - 11.9 

Sahabad 

41S 

61.4 

r 18.6 

Sara n 

9.4 

20.6 

+ 11.2 

Champa ran 

S.s 

22 0 

•f L3.5 

MuzafTurpur 

0.1 

6.6 

f 6.5 

Darbhanga 

Nil 

10.4 

• 10.4 

Monghyr 

2o.: 

20.3 

0.1 

B hagai pur 

42.8 

35.1 

— 7.7 

Saharsa 

Nil 

14.5 

i- 14.5 

Purnea 

Nil 

9.8 

9.8 

Santhal 




Parganas 

13 3 

8.S 

- < 4.5 

Hazarihagh 

9.8 

6.3 

— 3.5 

Ranchi 

0.4 

3.3 

2.9 

Pa lam au 

22.0 

21.4 

- 0.6 

Dhanbad 

I 1.5 

3 6 

— 7.9 

Singhbhum 

6.2 

5.6 

— 0.6 


the index series of area under different 
crops and the corresponding agricultural 
production are shown in Table 111. 

There has been a positive trend in the 
index series of area under paddy, maize, 
wheat, foodgrains, cotton and potatoes, 
i.e. the yearly expansion of area under 
the above crops in between the years 
1961-62 and 1970-71 has been uniform 
but the expansion of area under the crops 
ragi, barley, total pulses, oilseeds, jute 
sugarcane, chillies and tobacco has not 
been uniform. The index scries of pro¬ 
duction of maize, wheat, foodgrains, 
oilseeds, cotton, potatoes and tobacco 
shows a positive trend, i.e., yearly pro¬ 
duction of the crops is on the increase 
but the yearly production of paddy, ragi, 
barley, total pulses, jute, sugarcane, and 
chillies is not uniform. Among cash crops 
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there has been a remarkable improve¬ 
ment in case of potatoes. A high value 
of rank correlation coefficient in the index 
series of area under potato as well as in 
the index series of production is enough 
to show that yearly expansion in area 
and production of potato follows a regu¬ 
lar fashion. 

Among cereals, only wheat has main¬ 
tained its unformity in the expansion of 
area and production. 

What is to be examined now is whether 
the increase in area is followed by an 
increase in production. 

For this, we have taken foodgrains 
into consideration. 'I he correlation 
coefficient between the index series of 
area and the index series of production 
has been worked out to be 0.94 which 
is highly significant at five per cent level 
of significance. This shows that the 
increase in the area under foodgrains has 
been associated with a proportionate 
increase in the production of foodgrains. 
In other words, we can say that expan¬ 
sion in the area under total foodgrains has 
been fully utilized to add to the pro¬ 
duction. 


Tahi v. Ill 

Rank Correlation Coefficients 


(Tops 

Rank Correlation 
Coefficients 

Area Production 

Paddy 

0.33 

-.14 

Maize 

.46 

.813 

Ragi 

— .24 

— .19 

Wheat 

.68 

-.60 

Barley 

-.77 

— .05 

Total Pulses 

— .68 

—.05 

Food-grains 

— .33 

. 16 

Oilseeds 

—.37 

.314 

Jute 

- .77 

-.45 

Cotton 

.022 

.0109 

Sugarcane 

—.15 

— .36 

Chillies 

- .80 

— .009 

Potatoes 

.82 

.89 

Tobacco 

— .51 

.12 


Tabu IV 


Index of Foodgrains Production 

1961-62-1970-71 



Base Year {1956-57) 

Year 

Index series 

Index series 


of Areas of production 

1961-62 

. 108.64 

134.60 

1962-63 

109.77 

132.00 

1963-64 

110.47 

138.96 

1964-65 

107.31 

140.12 

1965-66 

106.90 

130.15 

1966-67 

90.29 

55.06 

1967-68 

109.08 

132.16 

1968-69 

109.61 

132.21 

1969-70 

111.27 

122.83 

. 1970-71 

110.66 

144.90 
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WINDOW ON THE WORLD 


A glance at east Europe 

E. B. Brook. Vienna 


Economically, too most headline-making 
news from cast Europe recently has 
been the heavy Soviet buying of grain 
from the USA, Canada and Australia. 
The purchases which have alarmed the 
US public about the possible effect on 
their own domestic prices at a time of 
trade recession and unemployment, gain in 
publicity of an altogether disproportionate 
importance. At the same time, it is 
worth examining first the reason why they 
are being put through. 

On the whole, the harvests in the 
USSR have not been particularly bad, 
certainly not disastrous. Drought dimi¬ 
nished the crops in the Volga basin, the 
south Urals area and in northern Kaza¬ 
khstan but in northern Russia yields of 
both winter and spring crops were so 
plentiful that farmers were unable to 
cope satisfactorily with the volume. 
Some grain had to be wasted for lack 
of storage. 

demanding Russians 

The Soviet production target this 
season was 215 million tons; the 
probable total yield is about 190 
million tons. The shortfall of some 
25 million tons is less serious than the 
fact that even the 215 million tons target 
was not enough for self-sufficiency. Part 
of this problem lies in greater need for 
animal fodder as herds increase in size 
The Soviet Union is very serious about 
expanding its livestock production in 
all branches in order, the more satis¬ 
factorily to supply domestic markets 
with meat, poultry, eggs and milk. This 
determination arises, in turn, from the 
fact that the new Soviet generation, 
raised in peace in a world almost flaun¬ 
ting its well-being until three years ago, 
are less easy to satisfy than their fathers 
who knew wars and the hard post-revo¬ 
lution times. 

As a result the Soviet government 
now moves more aggressively than before 
into world grain markets whenever do¬ 
mestic crops fall even marginally short. 
The annual heavy official demad on 
farmers in collectives and state farms to 
produce and store more grain seems to 
be evidence that even the fullest produc¬ 


tion and the most satisfactory storage 
would scarcely satisfy the new Soviet 
requirements—'and storage remains a 
very unsatisfactory feature of Soviet 
farming, not much less unsatisfactory 
than farm machinery maintenance. 

heavy purchases 

The minimum that the Soviet Union ap¬ 
pears to need above a maximum harvest at 
home under present conditions appears 
to be five million tons or 185 million bu¬ 
shels. Purchases from all sources this 
year have been about 13$ million tons 
of grain, or nearly three times the ab¬ 
solute minimum needed uuder the best 
conditions. Even so, their purchases 
are only about half of those the Russians 
made in 1972 and rather more than 
those made in the first big foreign buying 
in 1963. Since the Soviet Union has 
now brought into production almost all 
the land in the black earth region of 
northern Russia, the second most pro¬ 
ductive area after the Volga basin in the 
Ukraine, the likelihood of Soviet pur¬ 
chases abroad becoming an annual fea¬ 
ture is considerable. 

Farm production has always been the 
most unpredictable and unsatisfactory 
feature of communist economies in east 
Europe. Industrial production and 
trading has become much more satis¬ 
factory, especially for the Soviet Union. 
The Poles and Hungarians arc still pla¬ 
gued by insufficient foreign sales, the 
Yugoslavs by the restrictions of Com¬ 
mon Market policies, especially in 
livestock. Last year was excellent for 
Soviet trade, especially with the western 
industrialized countries which provide, 
so much useful foreign currency. Soviet 
exports rose much faster than imports, 
'laking one foreign trade rouble at 
SI.30, the USSR’s trade imbalance with 
“developed capitalist countries” in 1972 
was a discouraging 760 million roubles. 
By 1974 this deficit had changed into a 
surplus of 111 million roubles in favour 
of the USSR. 

The value of Soviet exports rose by 
a striking 66 per cent, largely due 
to sharp price increases. Oil, gas and, 
to a lesser extent, timber have made 


a big difference to the Soviet position. 
Gas sales are still increasing, even 
though, with wesrern economies oil 
sales are off by about four per cent. But 
this fall in oil sales westwards has enab¬ 
led the USSR to be more plentiful 
with its oil supplies to its more strug¬ 
gling east European partners, although 
at a higher price to them. The USSR 
has become, at least for the lime being 
almost self-sufficient in oil. It has stop¬ 
ped buying oil from Libya and buys less 
than before from Iraq, which may 
help to account for the fact that Iraq is 
becoming more amenable io the OPEC 
price policies. 

Although the USSR is charging its 
Comecon partners more for the oil they 
buy its price to them is much lower 
than to its western customers. For ex¬ 
ample, although the USSR sold Finland 
almost 10 per cent less oil in 1974 than 
a >car earlier, the money it earned by 
the sales increased by 28 per cent. The 
charge to West Germany for oil is 65 
roubles a ton and to East Germany 
rather less than 21 roubles. This very 
favourable rate to eastern partners will 
slowly become less helpful as prices 
are revised annually instead of every 
five years beginning this year. 

Soviet timber is selling at 40 per cent 
higher prices than in 1970 and plastics 
and “materials for their manufacture” 
are also increasing in exports. 

striking increases 

Percentage increases in Soviet trade 
imports and exports—in 1974 are 
striking. Trade with West Germany 
went up by 80 per cent in value. With 
Austria, Italy, Belgium, Finland and 
Yugoslavia trade also increased by 80 
per cent; with Japan sales improved by 
45 per cent and purchases by 108 per 
cent—largely rolling mill products, steel 
pipe and chemicals. Trade with Come¬ 
con partners and with industrially deve¬ 
loping countries remained much the 
same in pattern and volume in both* 
directions. The pattern so far in 1975, 
as far as it cau be discerned, is a far 
larger import—mostly of grain— from 
the USA and Canada and still rising 
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sales to western Europe. At the moment 
a high-level delegation is in Vienna 
negotiating the sale of more natural 
gas for Austrian industry. 

The effects extend well beyond the 
Soviet foreign exchange reserves wh ich 
have grown very satisfactorily. 'Ihe 
realistic Russians know that 1975 will 
dig once again into these reserve* but 
not so severely as before. But for the 
time being, the USSR is in a better 
position in bargaining about long-term 


credits, the proportion of its trade with 
Comecon partners has decreased and 
that with western capitalist countries 
substantially increased, for the most 
part profitably. 

"Within Comccon, with adjustment 
upwards of prices, the rouble value of 
Soviet trade with most of its partners 
will sharply improve. Of these partners 
Roland is the most fortunate since its 
exports of coal to the USSR will also 
benefit from the price adjustment. But 


for East Berlin, Prague and Budapest 
particularly there arc worrying pro¬ 
blems. Closer integration within Comecon 
will demand not only uniformity in 
planning procedures and economic prac¬ 
tice but also much greater efficiency to 
assist most seriously-needed exports to 
west Europe. Stronger centralisation, 
particularly in Poland, is under way and 
the abilities of those who planned useful 
economic reforms—not always accept¬ 
able to Moscow—are likely to be used 
again. 


Economic and 

F. W. Schulthess 


monetary 

conditions in Europe 


Somi iiriu.N to iwently \cars ago, a 
famous English economist remarked, 
“When the United States sneezes, 
Europe catches pneumonia." What he 
meant was that in those days even a 
slight economic slowdown in the United 
States was suTiucnt to plunge the 
economies of Europe into serious diffi¬ 
culties. 

Since then, however, the situation has 
changed substantially. It is true that 
Europe, like the United States, is cur¬ 
rently experiencing its worst recession 
since the end of the Second Word War; 
the downturn has at times intensified 
dramatically since last fall, with output 
temporarily plummeting in a way re¬ 
miniscent of the Circat Depression of 
the thirties. Moreover in various sec¬ 
tors, particularly the automobile in¬ 
dustry and the building trade, structural 
weaknesses masked by the previous 
boom have now been brought n> Eght 
and will probably cause headaches for 
a considerable time to come. Overall, 
however the European economy has 
performed better than that of the United 
States. This is illustrated by the deve¬ 
lopment of CNI\ which according to 
estimates will decline in the United 
States by 2—3 per cent in real terms this 
year, while in Europe it should still show 
a l—2 per cent increase. 

surprising flexibility 

The resistance to cyclical forces de¬ 
monstrated by these figures is all the 
more remarkable since at the outbreak 
of the oil crisis in the fall of 1973 a 
gloomy economic future was prophesied 
for Europe with its heavy dependence 
on imported energy. This discrepancy 
between forecast and reality appears to 
be due chiefly to the surprising flexibi- 


Mr F. W Schulthess is the 
| Chairman of the Board of Credit j 
| Suisse. | 

lily displac'd b the European econo¬ 
mies, heavily dependent as they arc on 
exports. It also icflects the enhanced 
economic vigour of the continent, where 
aggregate GNF* estimated at about 
SI50tibillion, in 1974, already exceeds that 
of tlw United Stales. 

Europe's t.m.ieitv to withstand 
cyclical knock> and jolts has tints in¬ 
creased substantially ■. There are also 
growing sign > thuin some parts of 
I mope at least economic activity could 
liven up again toward the end of this 
seat oi ai the stall of nest. Business is 
hem*-* M inmlaU'd not only by govern- 
muii policies which m 1. mope too 
have become Inghlv expensive, bat also 
by the rapidly mo.ving imports of the 
oil-producing cvirones: their value this 
year will pro’uhb be about $ 50 hijlion 
almost hall' a, miuh again as iri 1974. 
The much discussed balance-of-pay- 
men»x smplas of the oil producers 
should thus decline by over a third to 
about $35 billion, thereby generating a 
corresponding inn case in demand for 
the exports of industrial nations, with 
countries such a^ 1 ranee and W. Germany 
as major beneficiaries. Eurthermore, an 
efficient apparatus has been created to 
recycle petro dollars, in other words to 
finance rations with oil-induced pay¬ 
ments deficits; although this apparatus, 
as I shall discuss presently, compli¬ 
cates monetary problems to a certain 
extent, it does help in the short run to 
prevent acute foreign exchange diffi¬ 


culties from triggering trade and pay¬ 
ments restrictions, which would inhibit 
demand for imported goods through¬ 
out the world. 

Thus a number of powerful eco¬ 
nomic impulses are at work, whose 
effects, however, arc at present being 
felt primarily in the larger nations 
of Europe, and will probably spread to 
smaller countries such as Switzerland, 
Austria and Belgium only after a certain 
time. 

disappointing British 

While the overall picture is not un¬ 
satisfactory. the differences and gra¬ 
dations between the individual Euro¬ 
pean economies cannot be overlooked. 
Great Britain, once the leading Euro¬ 
pean power, has long been performing 
disappointingly; last year its GNP de¬ 
clined in real terms, whereas unemploy¬ 
ment remained high. Even so, the 
already last rate of inflation accelerated 
further, chiefly under the impact of 
extravagant social experiments, and 
this, together with ihe threat of with¬ 
drawal from the Common Market, 
heightened uncertainty and caused the 
country's balance-of-payments deficits 
to climb to a level that can he financed 
only with difficulty. Italy is in a similar 
siluation, though individual sectors, 
especially foreign trade, tougher poli¬ 
cies have recently brought gratifying 
signs of improvement, the durability of 
which remains to be seen however. 

Standing in contrast to these ‘sick, 
men’ of Europe are those nations which 
through their more stability-oriented 
economic policies have made a major 
contribution to the above-mentioned 
enhancement of the continent’s ccono- 
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mic vigour. These include West Ger¬ 
many, of course, and also France, which 
has grown in stiength of late, and 
around this nucleus are grouped several 
smaller nations with respectable eco¬ 
nomic records' such as the Netherlands, 
Belgium, Austria, Norway and Switzer¬ 
land. Admittedly, in all these countries 
economic activity has declined over the 
last year or so from the often hyper¬ 
trophic levels reached in the past. But 
economic growth has not come to a 
standstill. In some cases, balance-of- 
payments position has also substan¬ 
tially improved, thereby strengthening 
these countries’ currencies and thus 
preventing • the inflationary pressures 
ihat arise when the import bill is pushed 
up by depreciation. 

It is true that even in these 
nations the price rise remains high 
by any historical standards. But 
considered in the international context, 
inflation in West Germany and Switzer¬ 
land is now again running at lower rates 
than in any other industrial country; it 
is also relatively moderate in most other 
nations of this group and, moreover, 
scetns at present to be on the decline. 
Thus in recent years something has 
arisen in Europe which, for want of 
a better expression in this inflationary 
world of our*., could perhaps be termed 
a ‘stability bloc'. It i-> noteworthy that 
this bloc is not geographically identical 
with the Common Market, till now the 
major economic centre of gravity in 
Europe, in fact the bloc includes only 
some EEC members together with sever¬ 
al non-member countries. Thus in a 
thorough I v pragmatic way the dictates 
of reality have created a new economic 
grouping. 


parellel development 

Monetary conditions in Europe have 
developed roughly parallel to the eco¬ 
nomic shannon. "I he hopes formerly 
chcrivi-’d mainly bv academic econo¬ 
mics that floating exchange rates would 
help stabilize international economic 
relations have pioved just as illusory in 
Europe elsewhere. In fact, exchange 
rate fluctuations assumed undrcamt-of 
proportions that were hardly reconcil¬ 
able with economic realities. Even 
though it is recognized that under the 
previous regime of stable purities cer¬ 
tain currencies had become substan¬ 
tially under or overvalued, surely no 
rational economic purpose was served, 
when, to take an extreme but eloquent 
example, the Swiss franc rose in terms 
of the dollar by 39 per cent from January 
to July 1973, then dropped until Janu¬ 
ary 1974 by 27 p;r cent, subsequently 
putting on 23 per cent by May J974, 


only to lose eight per cent in the following 
months up to September 1974, since 
when it has climbed again by 25 per 
cent. On balance these wild swings 
give an average appreciation, weighted 
according to the regional structure of 
Swiss exports, of about 50 per cent 
making the effective revaluation of the 
Swiss franc the highest of any currency 
in the world. 

But similarly disproportionate rate 
fluctuation were recorded by other 
European currencies as well. It has 
become steadily more obvious that in 
a world characterised by the structu¬ 
ral, albeit declining balance-of-paymcnts 
surpluses of the oil-producing countries 
the nations which have achieved most 
success in stabilizing their economies 
arc in danger of finding themselves in 
trouble on the monetary front. For their 
currencies arc in heavy demand among 
surplus countries lor investment pur¬ 
poses and therefore threaten to appre¬ 
ciate to levels which would undermine 
the international competitiveness of the 
nations concerned, thereby impeding 
the other important task of guarantee¬ 
ing a satisfactory level of the employ¬ 
ment . 

conflict of objectives 

The battle against inflation and the 
maintenance of employment therefore 
presented many continent;! l-Europinm 
nations with an extremely tricky con¬ 
flict of objectives. As a result, govern¬ 
ments found themselves again compelled 
to exert influence on exchange rales. 
For this purpose, not only were con¬ 
trols on capital movements continued 
or even intensified, but also interven¬ 
tions were resumed in the foreign ex¬ 
change market. Thus in recent months 
virtually the whole of Europe has 

Foreign Trade of Cou 


switched from free to manipulated 
floating or—to use a less friendly term— 
dirty floating. This naturally raised the 
need for some coordination of mone¬ 
tary measures, in order to ensure that 
the actions taken by one country did 
not obstruct those of others, but were 
as far as possible complementary. The 
obvious framework for cooperations of 
this sort was that group of European 
nations which displayed similarities as 
regards their economic situation and 
stability-oriented policy. 

'mini-snake' to the fore 

It is therefore not surprising that 
events on the European monetary front 
did not move in the direction of mone¬ 
tary unification within the Common 
Market, as was envisaged by the ‘Wer¬ 
ner Plan’, launched with such high 
hopes only a few years ago. Rather, it 
was the monetary bloc of the so-called 
‘mini-snake’ which came to the fore, 
comprising not only members of the 
Common Maiket but also countries 
outside, such as Sweden and Norway. 
The relevant agreements, made back in 
earlv March 1973 a tier the transition to 
floating exchange rale 1 ., oblige the part¬ 
ner countries to keep exchange rates 
between themselves stable within fixed 
bands, while Idling flu ir currencies 
float against the dollar and other units. 

In view of the tensions inherent in this 
bloc, which soon manifested themselves 
in the revaluation of the DM in June 
1973 and then in the departure of the 
French franc at the start of 1974. its 
chances were at first judged rather 
cautiously, but recent changes in the 
monetary situation have caused this 
assessment to be revised. Early on, 
Austria btsan to align its exchange rate 
with the DM and thus became a virtual 

tries in the ‘Snake* 1974 




Imports 

I xports 

Country 

Total 

‘Snake’ Percent 

Total ‘Snake’ Per cent 


countries countries 


S million S million 


Belgium 

29 697 

17 953 

60 

28 263 

18 479 

65 

Denmark 

9 856 

5 302 

54 

7 715 

3 747 

49 

West Germany 

68 975 

30 378 

44 

89 166 

40 835 

46 

Netherlands 

33 203 

17 609 

53 

- 32 432 

19 823 

61 

Norway 

8 438 

4 365 

52 

6 292 

2 954 

47 

Sweden 

15 748 

7 897 

50 

15 823 

7 143 

45 

Austria* 

9 025 

5 414 

60 

7 163 

3 100 

43 

France* 

52 819 

21 475 

41 

45 869 

90 129 

49 

Switzerland* 

14 445 

8 607 

60 

It 934 

4 704 

39 


242 206 

119 000 

49 

244 684 

120 914 

49 

* Membership planned, or with currency aligned to 

'snake' 
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member of rhe f snake’; now France is 
planning to rc-join, and Switzerland has 
announced its interest in membership, 
which could probably be gained in the 
foreseeable future in spite of the diffi¬ 
culties blocking entry at present. 

Apart from the outlined regional dif¬ 
ferences in economic development, 
three main considerations have contri¬ 
buted to this fundamental reorientation 
in the monetary policy of major parts of 
Europe. Firstly, the narrow European 
foreign exchange markets aie thereby 
widened; this at least partially removes 
a struct oral weakness in Europe's mo¬ 
netary set-up which greatly favoured 
foreign exchange markets are there¬ 
fore share I responsibility for the erratic 
movement of exchange rates. Secondly, 
it can be calculated that on aggregate 
the count lies nt the ‘snake’ transact 
about half lhcir foreign trade with 
one anothci (sec table p. 458). 

stable parities 

Stable parities in this area thus protect 
a substantial part of the foreign 
trade of the member countries from 
changes in competitive conditions due 
to shifts in exchange rates, thereby 
making it considerably easier for these 
export-oriented nations to pursue an 
effective employment policy. Simul¬ 
taneously, the limited area of the bloc 
should guarantee that the necessary in- 
trevenlions to ensure exchange-rate 
stability can be kept within tolerable 
bounds, so that the partner countries 
arc not compelled to make excessive 
and inflationary incicases in money 
supply. 

Thirdly, this is all the more im¬ 
portant since the measures taken in the 
interests of recycling amount in fact to 
financing oil-induced pay men is deficits 
through additional injections of dol¬ 
lars. For this reason, and for others 
connected partly with the domestic and 
foreign policy requirements of the 
United States, the dollar surplus ap¬ 
pears likely to persist for sometime 
making it temporarily impracticable for 
the nations of Europe to align lhcir cur¬ 
rencies with the dollar. 

This last aspect is of particular im¬ 
portance at present since the anticipated 
economic upturn, which could occur at 
roughly the same time in all major in¬ 
dustrial countries, might in time gain 
such power and breadth as to accen¬ 
tuate once again the problem of infla¬ 
tion. There arc various reasons for this 
fear. Above all, the inflation mentality 
is not yet dead among either consumers 


or employees, and therefore an improve¬ 
ment in the business situation could 
quickly lead to increased pay claims and 
to a new jump in demand. Nor have the 
bottlenecks in supply been eliminated, 
which accelerated the price rise during 
the last period of boom. Thus as econo¬ 
mic activity speeds up, inflation will prob¬ 
ably soon be aggravated by new short¬ 
ages. In particular, it looks as if any in 
crease in energy consumption resulting 
from an economic upswing could be 
taken by the oil-producing nations as 
a signal to raise their oil prices again. 

Thus lor various reasons, the danger 
of resurgent inflation is looming on the 
horizon. In view of this situation, one 
can certainly ask oneself whether it 
would not be advisable for govern¬ 
ments of western countries, instead of 
fixing their cve^ on employment, to 
devote greater attention to the task of 
forestalling futuic inflationary pressu¬ 
res. This question seems particularly 
justified on this continent, since several 
European nations have more than once 
in their history experienced the dis¬ 
astrous consequences of rampant in¬ 
flation. Moreover, current develop¬ 
ments show that an employment policy 
that concentrates one-sidedly on boost¬ 
ing purchasing power leads into the 
dangerous deadend of stagflation, 
whereas nations pursuing more stabi¬ 
lity-oriented policies have fared better 
in main tuning growth and employ¬ 
ment, even during the recent recession. 

heading for crisis 

For these reasons the type of full em¬ 
ployment policy pursued by govern¬ 
ments ever since the trauma of the 
Great Depression over 40 years ago 
must be considered partly obsolete to¬ 
day. Instead, giealer emphasis should 
now be placed on measures to curb in¬ 
flation, which not only undermines the 
free market economy and the security 
of jobs, but also jeopardizes the very 
foundations ol western democracy. 
Unfortunately, economists have not 
devoted as much attention to devising 
recipes against inflation as they have to 
employment polkv Thus the policy in¬ 
spired by traditional Keynesian econo¬ 
mics was recently epitomized, perhaps 
not without some justification. as 
‘heading for crisis with the textbook,* 
meaning that present expansive mea¬ 
sures could at a later date create greater 
problems than they arc now intended 
to solve. 

Now it would be completely wrong 
to believe that no measures can be taken 
to forestall imminent inflationary prob¬ 


lems until national governments have 
succeeded in removing supply bottle¬ 
necks eliminating inflationary attitudes 
and solving energy problems. On the 
contrary, much could be dope. In this 
context it would be ven important to 
establish as soon as possible an inter¬ 
national monetary order which forces 
nations to respect e ch other' interests, 
thus guaranteeing sound economic co¬ 
operation. or in oilier words, if 1 may 
use a currently unpopular expression, 
the necessary degree of discipline. So- 
c.tlled realists might scoff* at this idea as 
a pipe dream. But then they should at 
least not complain about the unpleasant 
consequences that could result from a 
continuance of the present monetary 
chaos. 

diversity of interests 

It is evident that a return to the mo¬ 
netary system of tlie immediate post¬ 
war period, based virtually on the US 
dollar, is no longer feasible. In our 
pluralistic world, other solutions tak¬ 
ing greater account of the diversity of 
national interests are tailed for. But 
this makes it even more necessary than 
before to anchor the monetary system 
in a generally recognised standard of 
value, available to every nation in both 
peace and war. 

Artificial monctarv reserves, such 
as balances with the Inter¬ 
national Monctarv fund or Special 
Drawing Rights, although useful, are 
just unable to satisfy this cjiicrion 
as the dollar. The only suitable stand¬ 
ard is gold, for gold has successfully per¬ 
formed this role for over two thousand 
years, and therefore seems an indispens¬ 
able part of any new international mo¬ 
netary system. Ccitainly, a return to 
gold is not sufficient by itself to solve 
1 he problems of world monetary order; 
it would have to be supplemented by 
further reforms, including a widening 
of bands and arrangements to grant the 
new creditor nations of the world, the 
oil producers, a greater measure of in¬ 
fluence in international monetary bo¬ 
dies. 

Unfortunately, progress in this field 
is hardly to be expected in the short 
term. It is impeded both by nuditionul 
monetary ideologies and also by polit¬ 
ical factors, above all in the United 
States, which in 1976 will be celebrat¬ 
ing the bi-eentenary of the foundation 
of the union and also holding presi¬ 
dential elections. A speedy solution of 
the monetary problems, however desir¬ 
able for the further prosperity of the 
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international economy, is not on the eluding of course the‘mini-snake*. This 
cards for the immediate furture. So monetary bloc might—who knows?— 
Europe will have to get along as best one day prove to be the starting-point 
it can with makeshift arrangements, in- for the monetary reform I have out- 

Decade of stagnation 


The developing countries arc facing a 
severe foreign exchange crisis, Robert 
S. McNamara, President of the World 
Bank, said in Washington on September 
1, 1975. To assist them, he proposed 
that the World Bank lend them $7 bil¬ 
lion in the current fiscal year, and ap¬ 
proximately $40 billion over the next five 
years. 

Addressing the Bank's International 
Board of Governors at their annual meet¬ 
ing in Washington, Mr McNamara stres¬ 
sed that though this would represent the 
largest programme of financial and tech¬ 
nical assistance to developing countries 
ever undertaken by a single agency, it 
would still be far short of meeting the 
full capital needs of the developing 
world. 

He pointed out that the already mea¬ 
gre incomes of the one billion people 
in the poorest countries had declined 
even further over the past year, and that 
unless more capital became available 
their economies would stagnate during 
the remaining years of the decade. 

The full impact of the world economic 
crisis, he said, was also now being felt 
by the middle-income developing coun¬ 
tries, which had managed to sustain some 
economic growth last year after taking 
emergency measures. But their per capita 
incomes, too, were expected to decline 
this year because of the serious shortage 
of foreign exchange. 

ominous threats 

Mr McNamara warned of these “omi¬ 
nous threats” to development in a 
speech that appealed for increased flows 
of concessional development assistance 
and greater efforts by governments of 
the developing countries to increase ex¬ 
port earnings. 

But the World Bank President em¬ 
phasized that while the foreign exchange 
crisis in the developing world required 
urgent action, it must not be allowed 
to obscure the more fundamental prob¬ 
lem of poverty itself, and the need to 
shape an effective strategy to deal with it. 

“What is required/’ he said, “is a 


strategy that will attack absolute poverty 
and substantially reduce income inequa¬ 
lities, not merely through programmes 
of welfare, or simply through redistribu¬ 
tion of an already inadequate national 
wealth, but rather through measures de¬ 
signed specifically to increase the produc¬ 
tivity of the poor.” 

Mr McNamara announced further ex¬ 
pansion of the World Bank’s operations 
in rural development, and outlined new 
plans to assist member governments at¬ 
tack poverty among the 200 million poor 
in the cities and slums of the developing 
world. 

Reviewing the events of the year, Mr 
McNamara said that the developing 
countries were simultaneously affected by 
persistent world-wide inflation, higher 
petroleum costs, deterioration in their 
terms of trade and prolonged recession in 
the OECD countries. 

further increase 

This year the cost of the oil-importing 
developing countries’ imports would in¬ 
crease by at least six per cent after a 40 
per cent increase last year. Very little 
would be added to last year’s 27 per 
cent rise in the price of their exports. 
In many cases the actual volume of their 
exports had stagnated or declined as the 
recession worsened in the OECD coun¬ 
tries. 

The poorest countries, with per capita 
incomes of less than $200, were hardest 
hit. In 1974, their per capita incomes 
declined by 0.5 per cent, which meant 
a further retreat into poverty, hunger and 
disease. This year this precarious level 
of existence was likely to fall again. 

“They have become the principal 
victims of the current economic turbu¬ 
lence,” Mr McNamara said. “They did 
not cause it. By themselves they cannot 
change it. And they have little margin 
to adjust to it.” 

In the middle-income developing 
countries, economic growth was expected 
to fall behind population growth, result¬ 
ing in a decline of more than one per cent 
in per capita incomes. Tfciis compared 


lined; if so, it would have done more 
than is expected of it at present. In this 
matter, let us hope that for once at 
least the pessimists arr proved wrong. 


with a 3.9 per cent growth in per capita 
incomes last year, achieved partly by the 
countries’ drawing down reserves, increas¬ 
ing short-term debts and postponing 
development programmes. Moreover, 
their trade deficit this year was expected 
to exceed three per cent of their Gross 
National Product—twice as large as it 
was in the late 1960s. 

widening gap 

The gap between rich and poor con¬ 
tinued to widen, said Mr McNamara. 
Stagnation meant that for a billion peo¬ 
ple per capita incomes in constant prices 
would only grow from $105 in 1970 to 
$108 in 1980, while those in the develop¬ 
ed world would increase from $3,100 to 
$4,000. “Over an entire decade, a $3 
inrea^c versus a $900 increase.” 

The World Bank President said that 
if the oil-importing developing countries 
were to achieve even the unsatisfactory 
record over the next five years of a 1.2 
per cent increase in per capita incomes 
(by the poorest countries) and of 2.8 per 
cent (by the middle-income countries), 
capital inflows averaging $49 billion a year 
would be necessary—compared with the 
1974 level of $34 billion. To achieve 
more tolerable per capita growth rates 
of 3.2 per cent (in the poorest countries) 
and 3.8 per cent (in the middle-income 
countries), this capital requirements 
would be $61 billion. 

To attain the latter growth, flows of 
Official Development Assistance would 
need to reach at least 0.7 per cent of 
GNP of the donor nations by 1980, which 
was also the target set by the United 
Nations. Yet the developed nations 
were at present contributing less than 
half the goal—only 0.33 per cent of 
GNP—and this would continue to fall to 
perhaps 0.28 per cent. 

Mr McNamara said “Many of these 
nations, under present policies, are 
failing to increase their concessionary aid 
commitments by amounts sufficient to 
offset inflation and reflect their rising 
real incomes/’ 

The major contribution to any growth 
in aid flows would need to come from 
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the OECD countries, Although capital- 
surplus OPEC countries provided about 
op^sbeth of concessional assistance in 
1974, and this .year would disburse about 
$4,5 billion (or three per cent ofGNP), 
it Ural unlikely that they could maintain 
the, letoel througb the decade, ‘“They arc 
themselves developing countries/’ Mr 
McNamara said. “By 1980 it is esti¬ 
mated that only a few of the OPEC 
countries will have current accounts still 
in substantial surplus.” 

Mr McNamara said that the UN 
target of concessionary aid could be 
achieved by the OECD countries if they 
merely contributed two per cent of 
the incremental wealth that they could 
expect to accrue in the second half of 
the decade as they recovered from reces¬ 
sion. And he asked: “Are those in the 
developed world going to conclude that 
they cannot find it within their collec¬ 
tive capacity to make a modestly greater 
effort to help save several hundred million 
people from a degree of deprivation 
beyond the power of any set of statistics 
even remotely to convey? I cannot 
believe so.” 

Referring to the Word Bank’s lending 
programme, Mr McNamara said that the 
new commitments he had proposed of 
$40 billion for the five years (FY 1976-80) 
would represent, in real terms, a 58 per 
cent increase over the Bank's operations 
for the past five years, and a 153 per cent 
increase for the five-year period before 
that. 

the 'third window 1 

He announced that the Bank planned 
to establish within a few weeks an inter¬ 
mediate lending facility—the Third 
Window—as an interim measure to assist 
lower-income member countries. A total 
of at least $500 million—and possibly $1 
billion*—would be lent at a concessionary 
interest rate midway between that of 
the Bank and its affiliate, the Internatio¬ 
nal Development Association (IDA), 
which makes interest-free loans. The 
facility would be financed by an interest 
subsidy fund, which 12 OECD and OPEC 
countries had already agreed to support. 

Mr McNamara stressed that the new 
facility could not substitute for the 
operations of IDA. Funds contributed 
to the Fourth Replacement of IDA 
would be fully committed by June 
30, 1977. Contributions to the Fifth 
Replenishment should be sufficient not 
only to offset the erosive effect of infla¬ 
tion, but enable real growth. 

The capital requirements crisis of 
the developing countries, Mr McNamara 
added, should not “diminish our con¬ 
cern with the central issues of develop¬ 


ment which underlines the present situa¬ 
tion: the necessity of creating an effective 
strategy to deal with the fundamental 
problem of poverty itself,” 

The world Bank had begun its assault 
op poverty in the rural areas because 
ttke overwhclmingmajority of the absolute 
poor lived there. The Bank now loaned 
more for rural development than in any 
other sector, and expected to commit 
$7 billion in additional financing in this 
field during the next five years, benefit¬ 
ing 100 million people. 

But the Bank was now' giving increased 
attention to the problem of poverty in 
the cities, where 200 million poor people 
lived. It was a problem even more 
complex than that of rural development. 

unprecedented growth 

Population growth in the cities was 
double the 2.5 p^r cent a year growth 
of the developing world’s total popula¬ 
tion. “What this means is that some 
400 million additional people have been 
absorbed into cities, through birth and 
migration, in a single generation— 
something wholly without parallel.” 

By the end of the century, two billion 
people would be living in the cities of 
the developing world compared with 700 
million now. Three out of every four 
Latin Americans would live in a city, 
and one out of every three Africans and 
Asians. 

Mr McNamara said that conditions 
of the urban poor were “unspeakably 
grim.” Unemployment and malnutrition 
were rife: children of slum uwellcrs had 
limited opportunities for education; and 
hundreds of thousands of people were 
deprived of the basic necessities of 
decent housing, health, sanitation, and 
public transport. 

‘•The favelas. Hie bustees, the bidon- 


villes have become almost the central 
symbol of the poverty that pervades two- 
thirds of the globe.” 

penalties of failure 

He warned of the penalties of failure 
to provide for the flow of newcomers 
info urban economies. “Violence and 
civil upheaval are more common in cities 
than in the countryside/’ he said. “If 
cities do not begin to deal more cons¬ 
tructively with poverty, poverty may well 
begin to deal more destructively with 
cities.” 

Cities should not be thought of as 
“sanctuaries of the privileged, who 
wish to put a decent distance between 
themselves and the masses of the rural 
poor,” but rather as centers for promot¬ 
ing productive employment. 

Just as the World Bank’s rural deve¬ 
lopment strategy was focussed on the 
productivity of small farmers, so the 
Bank would retain the emphasis on 
productivity in the urban sector. This 
would be a major objective of the 
Bank's five-year programme of Fy 1976-80. 

The World Bank President said 
that governments should plan to increase 
urban employment in both the “informal 
sector” of small-scale and often tradi¬ 
tional enterprises as well as in the 
“modern sector.” A bias in favour of 
large, capital-intensive enterprise should 
be moderated. And city authorities 
needed to establish realistic housing 
policies and provide equitable access 
to public utilities, transport, education 
and health services. 

“In the end,” said Mr McNamara, 
“cities exist as an expression of man’s 
attempt to achieve his potential. It is 
poverty that pollutes that promise. It 
is development’s task to restore it.” 

Courtesy : World Bank 
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I hc l).P. Sugar Control Boaui appointed a 
sub-commiltce lasii year to find out the average 
cost of sugarcane production in the province, with 
a view to enabling the government to take that 
cost as a basis for fixing sugarcane price in the 
coming'season. The sub-committee have arrived 
at the conclusion that 14 annas per maund, the 
price which was fixed last year, would be a reason¬ 
able, price this year too. Those members of the 
Sugar Control Board, who represent the growers* 
interests, are understood to have questioned the 
soundness of this recommendation on the ground 
that had the value of land rent, manure etc., been 
assessed realistically and correctly, the cost of 


production would have been found to be much 
higher. Whether this contention is justified or not. 
it would prima facie appear unreasonable to ask 
for the next crop,, which would be the first post¬ 
war crop, a price higher than what was paid for the 
previous crop in the sixth year of the war. It is 
time all of us begin to think in terms of lower 
price levels generally. On the other hand, it has 
to be admitted that so long as the present high- 
cost-price structure continues to persist, the inte¬ 
rests of particular groups would need being looked 
after carefully. On the whole, the subject seems to 
admit of further discussion between the represen¬ 
tatives of growers and of sugar manufacturers. 
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THIS IS ONLY AN ANNOUN 
ANNOUNCEMENT REGARDING ISSUE OF 


A p pi lest tons hsvs boon mads to 
ths Stoek Exchangos at Bombay and 
Calcutta for psrmisslon to dsal In 
and for official quotations for tho 
squity sharss of tbs Company. 


Mindia 



THE SUBSCRIPTION LIST WILL 
OPEN AT THE COMMENCEMENT 
OF BANKING HOURS ON TUESDAY 
9TH SEPTEMBER 1975 AND WILL 
CLOSE AT THE CLOSE OF BANKING 
HOURS ON FRIDAY, 19TH SEPTEM¬ 
BER 1975, OR EARLIER AT THE 
DISCRETION OF THE DIRECTORS, 
BUT NOT BEFORE THE CLOSE OF 
BANKING HOURS OF THURSDAY. 
11TH SEPTEMBER 1975. 

Application forms along with copies 
of the prospectus may be obtained from 
the Brokers, Underwriters and Bankers, 
whose names and addresses are given 
below. 

EXISTING AND 
PROPOSED ACTIVITY 

The Company was incorporated on 
12th A^ril 1973 as a public company 
limited by shares and received a certifi¬ 
cate for commencement of business on 
20th June 1973. 

Pursuant to a Deed of Assignment 
dated 27th August 1973 and the Supple- 1 
mental Agreement dated 1st August 1974, ! 
the Company acquired with effect from 
1st August 1973 from Monsanto Chemi¬ 
cals of India Private Ltd. (hereinafter 
referred to as “MCIPL”) all of MCIPL’s 
then existing business of distributors of 
and dealers in chemicals, agency, indent 
and resale business relating to rubber 
chemicals and other goods, products and 
services and all the other business of 
MCIPL excepting its agricultural chemi¬ 
cals business. 

The Company has received an indus¬ 
trial licence under the Industries (Deve¬ 
lopment and Regulation) Act, 1951, for 
the manufacture of 3,300 tonnes per year 
of RUBBER CHEMICALS and 3,400 
tonnes per year of RUBBER CHEMI¬ 
CAL INTERMEDIATES. The main 
object of the Company as set out in its 
Memorandum of Association is to carry 
on, inter alia., the business as manufac¬ 
turers of, and dealers in, rubber chemi¬ 
cals and their intermediates. 

LOCATION OF THE INDUSTRY 

The Company’s plant is being set up 
at Plot No. C-37 in the Trans Thana 
Creek Area in the village of Pawane 
Taluka Thana, District Thana, near Bom¬ 
bay, in the State of Maharashtra for the 
implementation of the said industrial 
licence. 

COST OF THE PROJECT AND 
SOURCES OF FINANCE 

The total cost of the project is estima¬ 
ted by thc Directors at Rs. 940 lace and 


will be financed by: 

Equity Share Capital 
Rupee Term Loans 
Debentures 


SHARE CAPITAL 
AUTHORISED 
45,00,000 equity shares of 
Rs. 10 each 

5,00,000 unclassified shares 
of Rs. 10 each 


Issued, Subscribed and Paid-up 

100 equity shares of Rs 10 
each allotted for cash to 
par, to the subscribers of 
the Memorandum of Asso¬ 
ciation of the Company 
Present Issue 


Rs. lacs 
380.00 
470.00 
90.00 

940.00 


Rs. 

4,50,00,000 

50, 00,000 

5,00,00,000 


1,000 


37,99,900 equity shares of 
Rs. 10 each for cash at par 3,79,99,000 
Out of the Present issue 
2,20,000 equity shares of 
Rs. 10 each have been reserv¬ 
ed for firm allotment as 
fully paid shares to Chems- 
trand Overseas, SA, Panama 
a wholly owned subsidiary 
of Monsanto Company, 

USA for consideration other 
than cash already received 
by the Company. 22,00,000 

13,00,000 equity shares of 
Rs. 10 each have been re¬ 


served for firm allotment 


as fully paid shares for cash 
at par to Chemstrand 
Overseas, SA, Panama, a 
wholly-owned subsidiary of 
Monsanto Company, USA. 

The amount has been recei¬ 
ved by the Company and 
deposited in the N.V.First 
National City Bank (Bel¬ 
gium) S.A., Brussels, in the 
foreign currency account of 
the company which has 
been opened with the prior 
permission of the Reserve 
Bank of India 1,30,00,000 

1,78,000 equity shares of 
Rs. 10 each have been re¬ 
served for firm allotment 
to Life Insurance Corpora¬ 
tion of India for cash at par 17,80,000 
1,40,000 equity shares of 
Rs. 10 each have been reser¬ 
ved for firm allotment to 
industrial Finance Cor¬ 


poration of India for cash 
at par 

1,00,000 equity shares of 
Rs. 10 each have been reser¬ 
ved for firm allotment to 
Unit Trust of India for 
cash at par 


Now offered for public subscription f< 
cash at par 

18,61,900 equity shares of 
Rs. 10 each 



TERMS OF PAYMENT 

On application 
On allotment 

By two equal calls to be 
made by the Board of 
Directors within twelve 
months of allotment but 
with an interval of not less 
than one month between 
calls and between allotment 
and the first call. 


1,86,19,0( 
3,79,99 

Per Sha 

Rs. 2.5 
Rs. 2.5 


Rs. 10.0, 
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ticals Limited 
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The Compeniee Act, 19SQ 
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Life Insurance Corporation Rs 

> of India 

“Yogakshcma”, 

, Jeevan Bima Marg, Bombay-400 Q2Q 40,00,000 

The Industrie! Credit And 
' Investment Corporation of 
India Limited 

;:J63 t Backbay Reclamation, 

^Bombay-400 Q20. 30,00,000 

| Indnstrinl Finance Corporation 
I of India 

> Mehta Mahal, Mathew Rood, 

Bombay-400 004. 21,00,000 

Unit Trust of India 

45, Veer Nariman Road, 

jfeombay-400001. 10,00,000 

f Union Bank of India 

Union Bank Building, 

! Bombay Samachar Marg, 

| Bombay-400023. 7,50,000 

; General Insurance Corporation 
of India 

Industrial Assurance Building, 

Churchgate, Bombay-400 020. 7,00,000 

The United India Fire & 

Genera! Insurance Company 
Limited (Unit: APIA) 

Maker Bhavan 1, 

[New Marine Lines, Bombay-400 Q2Q. 7,00,000 

f National Insurance Company 
| Limited 

^Commercial Union House, 

PL Middleton Street, Calcutta-700 01 6 7,00,000 

ICanara l^"k 

fjtf, J.C.* Road, Bangalore-560002 5,00,000 

pGrindiays Bank Limited 

Mahatma Qandhi Road, 

Pombay-400023. 4,00,000 

iBInmeadra Champaklal 

p)e?ida§ 

teupen Chambers, 

fiDalol Street, Bombay4Q0023. 2,00.000 

SJtmMKbM Morarjee & Co. 

ElA,Hsmam$trM4.Bombay-400023. 2,00(000 

E-4i, Co nn tut h t Plase, 

pNewDelhl-HQQOI. 2,00,000 

! H.P. Mdkte A Co 

SSmSmSmo. 

New Ddhi-UOOOl., 2,00,000 


M.M. Murarka & Co. 

l/B, Mandeviile Gardens, 

Calcutta-700019. 2,00,000 

Batlivala Sc Karani 

Union Bank Building, 

Dalai Street, Bombav-400Q23. 2,00,000 

L.K. Panday 

Bank of Mahara'ihim Building, 

Apollo Street, Bombay-400 023 2 00,000 

D.S. Purbboodas Sc Co. 

Stock Exchange Building. 

Apollo Street, Bomhav -4QQ 02 3. 1,69,000 

Champaklal Bhailal Chokshi 

Manek Chowk, Ahmc Jabad-380 001. 1,50,000 

Nareshcbandra albha Parikh 

Manek Chowk, Ahmedabad-38QC01 J,50,C0Q 

Harkisondass Lukhmidass 

Stock Exchange. Building. 

Apollo Street, Bombav-4QQ 023. i ,00,000 

Merwanjee Bomanjee Dalai 

Allahabad Bank Building, 

Apollo Street. Homhav 4QQG23. 1,00,000 

Lewis & Jones 

Bank of Ihroda Building, 

Apollo Street, Bombay -400 023 ’ i ,00,000 

Porecha Brothers 

New Stock Exchange Building. 
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Valji Bhimji & C o 
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Harbans Singh Mehta Sc Co 

33, Regal Buildings. 

Parliament Street, New Delhi-110 001 1,00.000 
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Vinod Kumar Sc Co 
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Now Delhi-110001. 1,00,000 

Behari Lai & Co 

15, Stock Exchange, Building. 

Asaf Ali Road, New Dclbi-UOOQI. 1,00,000 

Jalan & Co 

Stock Exchange Building, 

Asaf Ali Road, New Delhi-UQQQI. 1,00,000 

J.C. Mehta & Co 

44, Delhi Stock Exchange, 

Building, Asaf Ali Road, 

New Delhi-1,10 QQI. 1,00,000 

BrQnath Khandelwal & Co 

U« India Exchange Place, 

Calcutta-700 001. 1,00,000 

Dayoo 
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G.M Pyne 

1.4, India Exchange Place, 

Calcutta-700 CKU. 1,00,000 
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Stewart & Co 

14, India Exchange Place, 
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Varma & Co 
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N.L. Roy & Co 

7, Lyons Range, Calcutta-700 UQL 1,00,000 

kothari & Sous 

Kothari Buildings, 
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Sri A.J. Chaves 

19/3, Cunningham Road. 

Bangalore-560 052 1,00,000 

Jahgirdar Sc Co 

21. Second Main Road. 

Seshadripuram. Bangalore-560020. 1,00,000 

M. Nanjappaiah Jahgirdar 

205, Cavalry Road, 

Bangalore-560 042. 1,00,000 

Satyaprakash & Co 

Indian Bank Building, 3rd floor, 

Kempegowda Road, 

Bangalore-**60 009. 1,0Q,Q0Q 

Vijai & Company 

9. Eleventh Main Road. 

Malles warani, Bangalore-560 003. 1,00,000 

1 .axminarayan N. Gupta Sc Co 

Anandji Kalyanji Building, 

Relief Road, Ahmedabad-380001. 1,00,000 

R.R. Nabar Sc Co 

Examiner Press Building, 

31, Dalai Street. Bombay-400023. — 

P.B. Afzalpurkar 

Sultan Bazar, Hyderabad (A P. > — 

Pushkarlal Ghudawala 

44. Bada Sarah*. lndorc-452 0Q2. _~- 
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TRADE 

WINDS 


Increased Fertiliser 
Production 

The minister for Petroleum 
and Chemicals, Mr K.D. Mala- 
viya recently told members of 
the Consultative Committe of 
his ministry that the produc¬ 
tion of nitrogenous fertilisers 
during 1975-76 was expected 
to be about 1.5 million tonnes 
which will be about 30 per 
cent more than the produc¬ 
tion last year. As a result of 
measures adopted by the 
ministry of Petroleum and 
Chemicals, the production so 
far was ahead of the last years 
production by 60,000 tonnes. 
Last year's production of 
Nitrogen was 35.48 million 
tonnes till July 31. The pro¬ 
duction this year upto the 
end of July was 39.68 million 
tonnes. August production 
was 18,003 tonnes ahead of 
the production last year. 

The minister said that despite 
difficulties, the fertiliser indus¬ 
try had as a whole continued 
to grow at a consistent rate 
of 16 to 18 per cent per >car. 
The production of fertilisers 
was now being monitored 
from week to week in order 
to achieve the target of 15 
lakh tonnes of Nitrogen from 
the operating plants. 

Mr Malaviya stated that 
the capacity utilisation of 
fertiliser units in the public 
sector was expected to in¬ 
crease to 70 per cent from 
the current 51 per cent. Cer¬ 
tain constraints like power 
shortage etc. were no more 
afflicting the fertiliser plants 
like Nangal which for the 
first time in many years was 
getting almost full supply of 

K wer. The minister of state 
rK. R. Ganesh said that 
the fertilizer prices have re¬ 
cently been reduced. The 
prices of fertilisers in the 
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world market were also fall¬ 
ing. The members were in¬ 
formed that fertiliser import 
had been deferred till the end 
of this year and would be 
considered only next year. 

More Crude from 
Indigenous Sources 

The minister for Petro¬ 
leum and Chemicals, Mr K.D. 
Malaviya stated recently that 
the country would be able to 
produce up to 45 per cent of 
its total requirements of crude 
oil from its own oil fields in 
the next two to three years. 
It was at present producing 
approximately 7.5 million 
tonnes of crude representing 
about 33 per cent of the total 
consumption. The minister 
stated that the Oil and Natural 
Gas Commission was now 
preparing to produce oil from 
the Bombay High and it was 
expected that by the end of 
next year one to two million 
tonnes of oil would be pro¬ 
duced from this off-shore oil 
field and that in the very near 
future additional off-shore 
areas would be taken up for 
exploration and production of 
oil. 

The minister indicated 
that tempo of exploration 
had increased in the last few 
months. The organisational 
abilities of the Oil and Natural 
Gas Commission and the 
number of its technical per¬ 
sonnel capable of taking up 
fresh challenges of oil explo¬ 
ration boih onshore and off¬ 
shore were being increased. 
Mr Malaviya added that near¬ 
ly 10 highly qualified engi¬ 
neers had recently been re- 
cruitted by the ONGC. These 
engineers after intensive 
training at the Institute of 
Drilling at Dehradun and the 
Reservoir Studies Institute at 
Baroda would be ready to 


join the band of older and ex¬ 
perienced technicians of ONGC 
by next year. 

Mr Malaviya stated that 
the increases in the price of 
crude oil had placed an un¬ 
bearable burden on this coun¬ 
try who was today spending 
Rs 1150 crores on imports. 
The country could ill-afford 
to increase its import bill on 
account of fuel, fertilisers and 
food. It was, therefore, neces¬ 
sary to increase indigenous 
production of oil and at the 
same time curb consumption 
of petroleum products. 

Vanaspati Prices 

A decision to reduce the 
prices of imported vegetable 
oils was taken recently at the 
first meeting of the operational 
committee which met under 
the chairmanship of Mr 
Vinod Parekh, Chairman of 
the State Trading Corpora¬ 
tion. This was announced by 
the ministry of Industry and 
Civil Supplies. The Stale 
Trading Corporation will re¬ 
duce the price of imported 
palm oil by Rs 300 per metric 
ton. This oil will now be avail¬ 
able to vanaspati manufac¬ 
turers at Rs 6,000 per metric 
ton. A pro rata reduction by 
about Rs 300 per metric ton 
has also been made in the 
price of imported rapeseed 
oil which will now be sold to 
vanaspati manufacturers at 
Rs 6,300 per metric ton. 

Imported rapeseed oil will 
also be released to vanaspati 
factories for crushing so that 
they could use the oil in the 
manufacture of vanaspati. As 
a result of the price reduction 
announced by the State 
Trading Corporation, the 
Vanaspati Manufacturers As¬ 
sociation (VMA) has decided 
to reduce the prices of vanas¬ 
pati by at least Rs 300 per 
metric ton with immediate 
effect. The price reduction 
will also result in fall in prices 
of edible oils throughout the 
country. 

Better Investment 
Climate 

The Indian Investment 
Centre expects the gene¬ 
ral investment climate in the 
country to improve in 1975-76 
as a result of revival of 
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economic activity following 
the removal of constraints. 
In this context, the centre ex¬ 
pects the foreign, investment 
climate also to improve. Jt|r 
R. S. Bhatt, Chairman of 4fa« 
Centre, told a press cottfafenos 
after its annual meeting that he 
did not think that the Foreign 
Exchange Regulation Act was 
an inhibiting rhetor for foreign 
investment. The act and the 
guidelines issued by the 
government, he felt, have been 
welcomed abroad because they 
made the position regarding 
foreign inventment clear ana 
a case-by-case study was 
no longer necessary. Foreign 
investment would follow 
the policy laid down 
by the government and, Mr 
Bhatt said, this meant that 
preference would be given to 
technological collaboration; 
equity participation would 
be allowed only when it was 
in the country’s interest. 

Commonwealth Finance 
Ministers' Meet 

Commonwealth Finance 
Ministers meeting at George¬ 
town urged all industrial 
countries to take early and 
effective action to lead the 
world out of its economic re¬ 
cession. Key sections of a 
1,000-word communique clos¬ 
ing their three-day meeting 
also recorded wide agreement 
on terms of a plan to narrow 
the gap between the rich and 
poor, but stopped short of 
committing governments to all 
the measures recommended. 

The report, drawn up by 10 
Commonwealth economists, 
led by Mr Alister McIntyre, 
of Grenada, suggested several 
areas for action such as a 
new world commodity trade 
policy to secure a progressive 
increase in the real export 
earnings of developing states; 
Support for the integrated 
commodities programme re¬ 
commended by the United 
Nations Conference on Trade 
and Development. This centres 
on a proposed common fluid 
to finance buffer stocks of 
major primary commodities; 
Priority attention from me 
International Monetary Find 
(IMF) to improve its means of 
compensating primary produ- 
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ears for short-falls in their 
export revenue; A change in 
the IMF and World Bank 
voting rights to give develop¬ 
ing nations a greater share in 
making decisions; Industrial 
nations to be urged to reduce 
tariff barriers against manu¬ 
factured goods from the deve¬ 
loping world; An increase 
in aid from developed coun¬ 
tries to implement the UN 
target of 0.7 per cent of Gross 
National Product. The com¬ 
munique stated that the minis¬ 
ters “called on all industrial 
countries, particulary those 
with relatively strong balances 
of payments, to take early 
and effective action to lead the 
world out of the present reces¬ 
sion and to pursue policies 
for bringing inflation under 
control.” 

Indta-Sri Lanka 
Power Talks 

Preliminary official level 
discussions were held recently 
between India and Sri Lanka 
to explore possibilities of ex¬ 
changing power between the 
two countries, Mr M.JG. 
Rajaram. Chairman, Tamil 
Nadu Electricity Board, and 
MrT. W. Mend is, Chairman, 
Shri Lanka Electricity Board, 
told newsmen that it was 
decided to work out technical 
details before reaching any 
definite understanding about 
the feasibility of an exchange 
of power. The feasibility 
report, to be prepared by 
engineers on both sides and 
expected to be ready in a 
couple of months, would have 
the pave for futher talks at the 
government level. At this 
stage, Mr Rajaram said, it 
would be premature to indi¬ 
cate the quantum of power 
that could be exchanged, the 
mode of transmission, the 
sale price etc. During the 
talks, an official of the Cen¬ 
tral Electricity Authority (CEA) 
also participated. 

Mr Mendis said that 
$ri Lanka had a surplus of 
about 100 MW. Besides, 
certain new hydel projects 
were also coming up. One 40 
MW unit would be commis¬ 
sioned in a year and another 
40 MW unit in the next two 
yeafa. One 120 MW station 
was also planned, with finan¬ 


cial assistance from the Soviet 
Union. 

ARC 

Disbursement of refinance 
provided by the Agricultural 
Refinance Corporation (ARC) 
has exceeded the Rs 100-crorc 
nurk for the first time. A 
Reserve Bank of India report 
revealed recently that during 
the year June 1974 to June 
1975, the amount disbursed 
reached Rs 106 crores, as 
against Rs 98 crores in the 
previous year. The aggregate 
refinance provided since the 
inception of the corporation 
amounts to Rs 423 crores. 
Refinance in respect of the 
World Bank assisted projects 
totalled Rs 187 crores result¬ 
ing in a foreign exchange 
inflow of nearly 145 million 
dollars. The press note said 
Uttar Pradesh received the 
largest share of disbursement 
during the year (Rs 18 crores) 
followed by Maharashtra 
(Rs 14 crores) and Madhy 
Pradesh (Rs 12 crores) and 
Bihar (Rs 9 crores), which 
had so far lagged behind, 
advanced to the sixth position. 
The corporation also made 
the first disbursement of refi¬ 
nance aggregating Rs 80 lakhs 
under the Bihar market yard 
project. 

Main Beneficiaries 

Since inception, the largest 
beneficiaries of the corpora¬ 
tion's assistance which received 
more than 10 per cent each of 
the total disbursement are the 
states of Uttar Pradesh (Rs 
58 crores), Tamil Nadu (Rs 
50 crores), Gujarat (Rs 48 
crores) while four other states 
received between 8 and 10 per 
cent each—Haryana and 
Andhra Pradesh (Rs 42 crores 
each), Punjab (Rs 38 crores) 
and Karnataka (Rs 35 crores). 
Land development hank 
availed themselves of refi¬ 
nance of Rs 77 crores during 
the year or nearly 72 per cent 
of the total. 

The disbursement of Rs 28 
crores to commercial banks 
recorded a substantial increase 
and was almost equal to their 
aggregate withdrawls in all 
the previous years. The 
finance availed of by the state 
cooperative banks showed a 


modest decline to Rs 1.5 
crores. Minor irrigation con¬ 
tinues to be the main purpose 
for refinance, the amount 
aviled of during the year being 
Rs 84 crores which formed 
79 per cent of the total dis¬ 
bursement. Refinance for 
other purposes was, however, 
picking up, the amount availed 
of during the year being signi¬ 
ficant in respect of farm 
mechanisation (Rs 12 crores), 
fisheries (Rs 1.8 crores), dairy 
development (Rs 1.6 crores) 
ar.d shortage and market yards 
(Rs 2.4 crores). 

Marine Exports 

Exports of marine pro¬ 
ducts, which had suffered a 
considerable decline last year 
due to recessionary conditions 
in the US and Japan, have 
started looking up. In the 
first three months—April-June 
—of the current year exports 
were valued at Rs 22.86 crores 
as aginst Rs 18.17 crores in 
the same period last year. In 
1974-75, marine products ex¬ 
ports had fallen to Rs 67.08 
crores from Rs 89.52 crores in 
1973-74. The fall was due to 
unsettled market conditions in 
the main importing countries, 
the USA and Japan and also 
due to smaller catches of 
shrimps. There was also a 
substantial drop in tlu export 
of froglcgs because of rejec¬ 
tions by the food and Drugs 
Administration of the USA. 
The Commerce ministry ex¬ 
pects the improvement noticed 
in the first quarter would be 
maintained during the rest of 
the year. 

The Marine Products Deve¬ 
lopment Authority has laun¬ 
ched a big campaign for 
internal as well as external 
publicity for increasing ex¬ 
ports, especially to west 
European countries. It will be 
participating in the big way in 
the Anuga Fair being held at 
Cologne in September and the 
Brussels food fair to be held in 
October. As proposal to set 
up frozen storage facilities at 
ports and also to make 
arrangements for inplant ins¬ 
pection of the marine products 
is under active consideration 
of the government. A traw¬ 
ler development fund i$ being 
created for overcoming the 


difficulties of finance for the 
purchase of deep sea trawlers 
by small and medium scale 
enterpreneurs. For diversify¬ 
ing the range of marine pro¬ 
ducts exports, export of sardi¬ 
nes and tuna fish to east Euro¬ 
pean countries is being consi¬ 
dered. 

New Shipping 
Conference 

The new shipping con¬ 
ference with Indian initiative 
may soon be formed to pro¬ 
mote the country’s export 
interests in the south east and 
far cast Asia. Union minis¬ 
ter of state for Shipping Mr 
H. M. Trivedi, held a meet¬ 
ing on August 29 with Indian 
Shipping companies to explore 
the possibilities of forming 
the conferences and formulat¬ 
ing the norms for their func¬ 
tioning. While one shipping 
conference is intended to 
cover India's export in'ercsts 
which Singapore, Thailand, 
Laand Indonesia, the other 
is meant for making available 
shipping space on a liner 
basis to destinations in South 
Korea and Philippines. 

According to the present 
rckoning, the shipping confe¬ 
rences covering these trades 
would consist only of such lines 
with arc primarily interested 
in functioning in the spirit 
conveyed by the UN code of 
conduct for liner shipping. 
The trade will be shared 
among the participating ship¬ 
ping companies on the 40:40:20 
basis. This means that 
Indian companies can 
carry only to the extent of 40 
per cent of its trade with the 
respective countries leaving 
another 40 per cent for the 
national shipping lines of those 
countries. The third flag 
countries could be accommo¬ 
dated in the balance of 20 per 
cent. 

World Bank Aid 
for Fishing 

The Andhra Pradcs . 
government has formulated a 
Rs 28-crorc integrated plan 
seeking World Bank assistance 
for the development of 
Visakhapatnam, Kakinada and 
Nizampalnam into major fish¬ 
ing points on the east 
coast. Disclosing this recently 
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the state mnistcr for Fisheries 
pointed out that Rs 22 crores 
would be spent at Vishakha- 
patnam, Rs 4 crores at 
Kakinada and Rs 2 crores at 
Nizampatnam. He said an 
experts team from the World 
Bank was expected soon to 
study the proposals. The 
integrated development plan 
envisages provisions of fishing 
harbour facilities, processing 
units, mechanised vessels and 
| freezing plants. The slate 
; government had also placed 
orders with a Mexican linn to 
buiid to trawlers for deep sea 
fishing. The trawlers were 
proposed to be utilised for 
catching prawns for exports to 
other countries, the minister 
stated. Lach trawler costing 
Rs 50 lakhs was expected 
to iiCt a catch of 40 tonnes 
on each trip. 

Import Assistance 
for Contractors 

The ministry of Industry 
and Civil Supplies have decid¬ 
ed to make prime contractois 
eligible for import assistance 
in order to facilitate the execu¬ 
tion of jobs undertaken by 
them by way of design, con¬ 
sultancy rcsposibilities and 
also fabrication, assembly, 
inspection and commission¬ 
ing, etc. A public notice has 
already been issued by the 
Chief Controller of Imports 
and Hxporls in this connection. 
The applications for such 
import assistance are to be 
made to the Chief Controller of 
Imports and l:\ports through 
the ministry of Industry and 
Civil Supplier. The recom¬ 
mendation of the ministry of 
Industry and Civil Supplies will 
be essential. They will certify 
the standing of the prime 
contractors and the nature of 
the jobs undertaken, besides 
the requirement of improve¬ 
ment of imported raw mate¬ 
rials and components, etc. 

It may be recalled that 
there has been a considerable 
growth and development of 
consultancy services in the last 
few years. Many of the consul¬ 
tants take up turn-key pro¬ 
jects which include prepara¬ 
tion of feasibility studies, 
detailed project reports, pro¬ 
ject engineering, procurement 
of equipment, erection and 


commissioning. They also 
give a performance guaran¬ 
tee for the project. They arc 
thus acting as prime contrac¬ 
tors. These consultants had 
been pressing the government 
for grant of facilities for 
import of raw materials and 
components which would help 
greatly in their growth and 
development. It would also 
help them do a satisfactory 
job for their clients. These 
import facilities are enjoyed 
by the actual manufacturers 
of plant and machinery, but 
had not been avilablc to con¬ 
sultants acting as prime con¬ 
tractors. 

Recognition of 
Additional Capacity 

The ministry of Industry and 
Civil Supplies have decided 
to grant recognition to addi¬ 
tional production capacities 
created through replacement 
of old equipment and moder¬ 
nisation of plant and machi¬ 
nery. A special procedure 
has been laid down and it has 
bc.'ii provided that such 
replacement and modernisa¬ 
tion should not result in any 
encroachment on products 
reserved for the small-scale 
sector and also that there 
should be no increase in the 
foreign exchange requirement. 
The increase in capacity 
through replacement and 
modernization will be over and 
above the normal permissible 
limit of 25 percent in produc¬ 
tion over the authorised or 
licensed capacity. The above 
decision has been taken in pur¬ 
suance of the government’s 
policy to promote industrial 
growth and the need to over¬ 
come the problems of obso¬ 
lescence and sickness. 

The increase in capacity 
would be approved by the 
Capital Goods Committee 
where import of equipment 
has itself been agreed to by the 
committee earlier. The com¬ 
mittee will, however, ensure 
that the replacement or 
modernisation docs not lead 
to any distortion of the plan 
priorities or market shares. 
The Secretariat lor Industrial 
Approvals will carry out the 
amendments in the industrial 
licences on the the recommen¬ 


dations of the* Capital Goods 
Committee. 

A simplified procedure 
has been adopted in the 
case of replacement of 
indigenous equipment. The 
joint secretary concerned with 
the industry in the ministry has 
been authorised to receive 
proposals and grant approval 
in accordance with the rules 
and procedures prescribed. 
So far as proposals from 
foreign companies are concern¬ 
ed, as also from undertakings 
coming under the purview of the 
MRTP Act, a combined task 
force will consider proposals 
and grant approvals. The task 
force would consist of repre¬ 
sentatives of the ministry of 
Indutry, the other concerned 
ministries and the department 
of Company Affairs. 

Indebtedness of 
Industrial Workers 

The government is working 
on a scheme to reduce burden 
of indebtedness of industrial 
workers, particularly inde¬ 
btedness to non-institutional 
lending agencies. The scheme 
is being formulated on the 
basis of suggestions given by 
the state Labour ministers 
who supported the proposal 
for reducing indebtedness 
among industrial workers. The 
Labour ministers also suggest¬ 
ed measures like imposing of 
income ceiling a> well as pres¬ 
cribing deterrent punishment 
to usurers. They were of the 
view that scheme should 
include ban on non-institutio¬ 
nal lending, simultaneous 
creation of alternative institu¬ 
tional agencies to take care of 
workers* legitimate needs at 
reasonable rates of interest 
and complete wiping out of 
debts beyond certain limits 
and of old ancestral debts. 

The system of money lend¬ 
ing in most cases, without any 
authority or legal sanction 
has continued to exist in the 
coalfields, as also in the plan¬ 
tation areas. Money-lenders 
including in non-institutional 
lending operations were able 
to dictate their terms while 
giving loans. The victim 
inescapably caught in their 
clutches, was rarely in a posi¬ 
tion to protest. The rates of 


interest charged varied front 
Rs 10 to Rs 50 per hundred 
per month and the general 
practice was to go on realis* 
ing the interest, never allow¬ 
ing the principal to be liqui¬ 
dated. 

Telephone Application 
Fees 

Applicants for telephones 
will have to piy deposits 
ranging from Rs 400 to Rs 
5,000 depending on the cate¬ 
gory registered and the tele¬ 
phone exchange capacity of 
the area. This is under a new 
scheme of the Po-^ts and 
Telegraphs Department com¬ 
ing in to effect from September 
I, throughout the country. 
Those who do not pay within 
three months of issue of the 
demand note will be taken off 
the waiting list. The objec¬ 
tive of the scheme is two-fold. 
First, it is designed to make 
the waiting list more realistic, 
since at present anyone who 
pays an application fee of Rs 
10 is registered for a telephone, 
swelling the waiting list. 
Currently the list is running 
upwards of 600,000. The 
obligation to furnish deposits 
is expected to reveal the de¬ 
mand pattern better and make 
the applicants more committed 
to the request. Secondly, 
the scheme is expected to help 
in financing the urgent tele¬ 
communication needs. 

The deposits will earn an 
interest equal to the rate pay¬ 
able by the State Bank of 
India on one-year fixed depo¬ 
sits which is eight per cent 
per annum and the interest 
will be paid till the telephone 
is sanctioned. The refund of 
the deposit is allowed at any 
time with interest if the appli¬ 
cation is withdrawn. For the 
“Own YourTelephone Scheme’* 
an amount of Rs 5,000 will be 
collected in the cities where 
the telephone system has 
10,000 lines or more. The 
amonut for the general/special 
categories in these places is 
Rs 1,000. The deposits will 
be adjusted against actuate 
collected when connections 
are given. The revised wiftr 
ing list is expected to be ready 
within six months from Sep¬ 
tember 1. 
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In a little over a year, the Engineering 

Consultancy Services Division has 
added to the many meets of BHEL, which 
now fully equipped 10 provide a total powr 
service to customers in India and abroad. 
Thanks to the international expertise and 
know-how yatlvtrad ovei the years at BHf' 
and the team of enginoois who have been 
trained abroad and worked on power 
projects in Indie, the technical services 
offered by the Consultancy Services Division 
ere on par with those of reputed Consultancy 


for Thermal Power Stations In India and 
overseas. Engineermq services aro also being 
jndered, to fulfil the commitments of BHEl 
n the setting up of the Kelpakkam Atomic 
,’ower Station, in Madras, end the Narora 
Atomic Power Station, in Uttar Pradesh, by 
the Atomic Energy Commission of India. 
Over 100 industiial projects are currently 
being handled by the Project Engineering 
Cell within the Division. Other projects in 
hand are the designing of aub-atations. 
studies of power networks and the 


Towertfe a total power aotvfot. r 

It is evident from the very nature of Its 
activities that BHEL's Engineering 
Consultancy Services Division is complete 
in every respect—an integration of design 
capabilities. Yet in a broader vein, it 
constitutes just one of the many essential 
services that make up BHEL's total power 
service-not just the widest possible range 
of equipment, but a total power service: from 
concept and design, to erection and 
commissioning. And then, on to post- 


Engineering Organisations anywhere. 

Already, over 100 power end industrial 

assignments on hand 

Right now, the Consultancy Services 


preparation of feasibility reports for power 
stations of capacities ranging from 2 MW 
to 600 MW. 

Most important of all, the Consultancy 


commissioning through actual assistance in 
the operation and maintenance of power 
stations, including the provision of services 
and spares. 


Division has a dozen assignments on hand Services Division, in association with BHEL’s Altogether, BHEL today is a total integrated 
ir ii| Power Projects Divisions and other units. circuit of Divisions and Services brought 

_ has now geared itself to undertake turnkey together by a common ambition, 

■Al A A V power projects anywhere in the world. POWER...FOR PEOPLE. 

an integrated circuit 
within an integrated 
circuit 


BHEL's Enginoorif Consnltancy 
Services D i v i s io n is to day very 
■such e pari of BHEL's total 
integrated power service. Yet it 
remains complete la Itself, offering 
e total service for the design and 
engineering of power pr ojects, 
industrial projects and power 



Power 
to the 
people 

Misrst Heavy Bectrkab limited 

Consultancy Swvices Division 
Express Building Beh.idurshah Zofor Mare 
New Defhi-110 001 
Regd Of lies: 

18-20 Kssturbs Gandhi Marg 
New DefhMIO 001 
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fMfc Guar Meal 
a high protein cattle feed 
if given to our milch animals 
can make our country 
self-sufficient in milk 


Malnutrition in its various forms is one of 
our country's pressing problems. Protein 
deficiency is proverbial and wide-spread. 
This is because the per capita availability 
of milk is only about 150 ml per day as 
against the basic minimum requirement 
of about 560ml. if all the Guar of approxi¬ 
mately 2 lac tons per year produced in 
the country is processed to separate its 
constituents into Gum and high protein 


Guar meal, the formter can earn consider¬ 
able foreign exchange and the latter 
could solve the protein deficiency. Guar 
meal has approximately 92% digestive 
nutrients and 45% proteins. It has higher 
food value than Guar.itself and can be fed 
as such or mixed with grass, hay or husk, 
churi, bran or oil-cake. It not only in¬ 
creases the milk yield but also makes the 
animals healthy and stronger. 


Hindustan Gum & Chemicals Ltd., Bhiwani. are producing Guar meal as a 
nutritious cattle feed. 




REQD. TRADE MARK 

Please send your orders or 
enquiries for Guar meal to: 

Hindustan Gum 
6 Chemicals Ltd. f 

Birin Colony, BMwani <Haryana) 
Phona: 61 • Gram: ’HICHEM* 
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facilities for the joint ven¬ 
ture in Thailand to maintain 
a reasonably debt-equity ratio. 

The ratio of equity holding 
between Jagatjit and Thai- 
collaborators continue to re¬ 
main in 40:60 and the increa¬ 
sed amount of equity parti¬ 
cipation of Rs 40 lakhs 
may be either done by 


Hindustan Lever 

Hindustan Lever’s interim 
report for the first half of 
1975 shows an impressive 
improvement in its fortunes. 
It is heartening to note that 
the recovery witnessed in the 
second half of 1974 has been 
well maintained by the com¬ 
pany in the lirst half of the 
current year also. Production 
during the first six months 
of 1975 at Rs 99 crores recor¬ 
ded a significant improvement 
<( of nearly 38 per cent over 
t the January-June 1974 figure 
| of Rs' 71.93 crores. T lie pre- 
|tax profit too trebled to Rs 
16.05 crores from Rs 1.82 
jferores. The profit after 
Jftax too was substantially 
| higher at Rs 1.86 crores 
i during January-June 1975 
as compared to Rs 77 lakhs 
in the first half of 1974. 

The company has been 
t able to achieve a handsome 
rise in turnover of its main 
products during the first six 
months of 1975 because of 
certain favourable factors 
which enabled it to increase 
production to the considerable 
extent. The stable oil prices 
and the company’s ability 
to utilise indigenous non¬ 
edible oils through special 
know-how have enabled it 
to meet fully the market de¬ 
mand for soaps. Following 
the decontrol of vanasputi in 
January, the production of 
this commodity has also 
shown an improvement. 

Lftntn and Toubro 

The erection of the ele¬ 
venth, and the last, exchange 
unit tower at the Heavy 
Water Plant, Kota, on August 
27, 1975 is a landmark in 
India’s programme of nuclear 
power generation. L AT had 
been entrusted with the manu¬ 
facture, testing, assembly and 
erection of all the eleven to¬ 
wers. Because of the enor¬ 


mous size and weight of the 
towers, L&T had to fabricate 
each tower in sections of 60 
tonnes in its Heavy Engineer¬ 
ing Workshop at Powai, Bom¬ 
bay. The sections were as¬ 
sembled at site and then 
erected by L&T’s subsidiary, 
Engineering Construction Cor¬ 
poration Limited (ECC). 

The Kota job forms part 
of L & T’s decade-old record 
of manufacturing critical 
equipment for India’s nuclear 
power and research program¬ 
mes. L T has already sup¬ 
plied, and is currently fab¬ 
ricating, a wide range of 
equipment fi r application in 
nuclear powers and research, 
such as calandria. steam gene¬ 
rators, and shields, end shield 
rings and heat exchangers. 

Polychem 

The application submitted 
by Polychem for a letter of 
intent for the manufacture of 
vinylacetate monomer with a 
capacity of 15,000 tonnes per 
annum and related products 
is under the active considera¬ 
tion of the government. Be¬ 
sides it has tendered a pro¬ 
posals for putting up an al¬ 
cohol distillery based on 
molasses in a foreign country. 
Meanwhile it has commis¬ 
sioned a plant to manufac¬ 
ture low-volatile ploy styrene 
formulations to meet the 
stringent regulations required 
for food and pharmaceuti¬ 
cals packaging containers. The 
plant has added features 
to enable the company to 
produce glass re-inforccd 
polystyrene which has several 
engineering applications in¬ 
cluding in defence. Pilot plant 
for producing ABS resins 
has commissioned and initial 
product evaluation trials has 
been found satisfactory. The 
validity period of the letter 
of intent for the ABS project 


has been extended by the 
government. 

Hindustan Brown Boveri 

The good performance of 
Hindustan Brown Boveri 
Limited during the year end¬ 
ed April 30, 1975 has encou¬ 
raged the board of directors 
to declare the issue of bonus 
shares in the ratio of one 
bonus share for every four 
equity shares held. The bonus 
issue is subject to the consent 
of the Controller of Capital 
Issues. The directors have 
also recommended a dividend 
of 11 per cent on the equity 
shares. The proposed divi¬ 
dend on preference shares is 
8.57 per cent. The company’s 
turnover for the year 1974-75 
amounted to Rs 18.48 crores 
as compared to Rs 15.66 cro¬ 
res in the previous year. 
Profit before deducting de¬ 
preciation, development rebate 
reserve and taxes stood higher 
at Rs 267 lakhs as against 
Rs 223 lakhs in the preceding 
year. The net profit too im¬ 
proved to Rs 95 lakhs from 
Rs 78 lakhs in 1973-74. 

Jagatjit Cotton 

Jagatjit Cotton lextile 
Mills has received the appro¬ 
val of the union ministry of 
Commerc for equity participa¬ 
tion in the joint venture with 
the Thonburi Textile Mills 
Limited, Bangkok, Thailand, 
in the ratio of 40:60. The 
share of the company will be 
of the order of Rs 1.22 cro¬ 
res. Sanction has further 
been received to the increased 
equity participation from Rs 
1.22 crores to Rs 1.63 crores 
consequent on the increase 
in the capital base of the 
joint venture from 75 million 
Baht (approx. Rs 3 crores) to 
100 million Baht (approx. Rs 
4 crores) on the advice of 
International Banking Com¬ 
panies with whom negotia¬ 
tions were going on for credit 


Jagatjit or its nominee. Since 
then there has been satisfac¬ 
tory progress in negotiations 
with International Banking 
Companies and the necessary 
arrangements for finances 
are expected to be concluded 
in the near future. 

Stepsjhave since been taken 
to modernise the existing 
weaving and processing house 
of Thonburi Textile Mills 
Ltd, Bangkok, Thailand and 
fur this purpose, the company 
has deputed five technicians 
for renovating the existing 
plani. Production and effi¬ 
ciency of the existing unit 
have already shown improve¬ 
ment and the quality of cloth 
being turned out is highly 
acceptable to the market. 
In so far as the expansion of 
the existing Thonburi Tex¬ 
tile Mills by installation of 
21,600 spindles is concerned 
Jagatjit has alreany placed 
orders amounting to about 
Rs 1.63 crores and advances 
to the extent of Rs 30.70 
lakhs have since been paid. 
The site for the new unit has 
since been acquired. The 
building and colony plans are 
in the course of finalisation 
and construction will be taken 
in hand before long. 

ITC 

t hanges, to enable pro¬ 
gress, have been the major 
thrust of ITC’s operations 
during the past few years. 
ITC, indeed, is wedded to 
the principle that the “best 
means of growth come from 
within” and this in fact has 
been its philosophy and slo¬ 
gan. Fully subscribing to 
this concept, the company 
has been ceaselessly trying 
to expand its traditional busi¬ 
ness where there are still 
considerable scope for growth 
in the years ahead, besides 
venturing into new projects 
and embarking upon widely 
diversified lines of manufac- 
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ture. Diversification, of cou¬ 
rse, would mean new exper¬ 
tise and technology. But ITC, 
true to its declared policy, 
has entered into no foreign 
collaboration whatsoever in 
all its new activities in the 
belief that the requisite tech¬ 
nology and skills can be 
harnessed from within the 
country and through local 
people. What is more, the 
company has been taking ac¬ 
tive steps towards progressive 
Indianisation. Till as recen¬ 
tly as 1970 the foreign 
shareholding was as much as 
nearly 94 per cent. This 
was first voluntarily diluted 
in 1970. The process of 
Indianisation was furthered 
through disinvestment by the 
overseas shareholders, resul¬ 
ting in foreign shareholding 
being reduced to sixty per 
cent proposals are pending 
with the government to bring 
down the foreign equity to 40 
per cent. 

Exchange Earning 

The earning of foreign ex¬ 
change on a commercially 
sound and viable basis cha¬ 
racterized the company’s ope¬ 
rations in recent years. In 
1970-71, ITC’s non-traditio- 
nal exports were only Rs 21 
lakhs and those of its sister 
company, 1LTD, Rs 8.74 cro- 
res. As an outcome of ITC’s 
approach to change for 
growth, its non-icaditional 
exports in 1974-75 were Rs 
5.82 crorcs and along with 
ILTD’s exports of Rs 23.93 
crores, the total amounted to 
Rs 29.75 crores. 

Over the last several years, 
although the total industry 
volume has remained static, 
there was a growing trend 
towards the filter tipped varie¬ 
ty, pioneered by ITC. There 
have been as many as seven 
successful introductions in 
the last few years and the 
sales of these have grown. 
Amongst these, Wills Virginia 
Filter introduced in March 
J974 continues to do well and 
is now the second largest 
filter tipped brand in the 
country after ITC’s prestige 
product Wills Filter which is 
the largest brand of its kind 
in this country. More recen¬ 
tly, in order to generate de* 


mand to better utilise avail¬ 
able resources for higher pro¬ 
ductivity, the prices of two 
popular brands-—Gold Flake 
and Capstan—were reduced 
and both these brands are 
doing extremely well. 

The company has main¬ 
tained its steady progross 
in the implementation of the 
hotel projects at Madras, 
Agra and Delhi. Hotel Chela 
in Madras has now been 
completed. Hotel Moghul- 
Oberoi and Hotel Maurya in 
Agra and Delhi are likely to 
be operational in the latter 
half of 1976 and 1977 respec¬ 
tively. No foreign collabo¬ 
ration has been involved what¬ 
soever. 

Marine Products 

ITC has been in marine 
products business since 1971. 
It started with a modest ex¬ 
port of Rs 70 lakhs in 1971- 
72. By 1974-75 its exports 
have jumped to Rs 4.7 crorcs. 
The company has received 
from the government a letter 
of intent to set up three 
processing plants, one each 
in the backward areas of 
West Bengal, Orissa and 
Maharashtra. Expeditious 
steps are being taken to 
commission these plants. The 
company has also received 
permission to import two 
trawlers from abroad. The 
company has already a fleet 
of five modernised boats built 
ip India and this fleet is being 
augmented. 

A letter of intent has also 
been received by the company 
to enter paper and board in¬ 
dustry. Bliadrachalam, in 
Andhra Pradesh, has been 
selected as the site for this 
proposed venture. The pro¬ 
ject envisages setting up of 
a separate company to be 
promoted by ITC with around 
33 per cent equity. 

The company continued 
to receive awards and tributes 
fromm any directions in recog¬ 
nition of creditable perfor¬ 
mances in various lines of its 
business activities. For ins¬ 
tance, as an eligible export 
house, the company's exports 
of non-tobacco products ear¬ 
ned it the Export Badge 4 of 
the Chemicals and Allied Pro¬ 


ducts Export Promotion 
Council for the second conse¬ 
cutive year. Further at the 
world selection for tobacco 
and tobacco-made products 
held in Brussels last year and 
in Amsterdam this year, all 
six ITC brands of cigarettes 
entered received awards. 
“India Kings”, with its eighth 
gold medal to its credit, is 
the only Indian cigarette to be 
so honoured. 

The turnover of his com¬ 
pany during the year ended 
March 31, 1975, touched Rs 
324 crores, recording an im¬ 
pressive increase of Rs 50 
crores or 18 per cent over 

1973- 74. The net profit, after 
tax, too was higher at Rs 
4.03 crorcs as compared to 
Rs 3. 1 >2 crores in the preced¬ 
ing year and this is indeed a 
highly satisfactory perfor¬ 
mance when considered in the 
background of the inflatio¬ 
nary situation witnessed dur¬ 
ing the first half of the finan¬ 
cial year and the cver-increas- 
ing burden of excise duties 
on cigarettes. The directors 
have recommended a final 
dividend of 15 per cent for 

1974- 75, of which seven per 
cent will be paid on or after 
September 18, 1975 while the 
balance of eight per cent will 
be paid in two equal instal¬ 
ments on or after July 6, 
1976 or July 6, 1977 with an 
interest of eight per cent. 

International Tractor 

International Tractor Com¬ 
pany of India has suffered a 
set back in its working during 
the year ended March 31, 
1975. Though gross income 
has inched up to Rs 28.46 
crorcs from Rs 28.30 crores in 
1973-74, the company has 
reported a loss of Rs 126.91 
lakhs as against a gross pro¬ 
fit of Rs 147.70 lakhs. 

The company produced 
8363 tractors during the year 
under review. The operations 
for the year show a complete 
reversal of the progress hit¬ 
herto made by the company 
over the years. As the direc¬ 
tors have repeatedly pointed 
out, it is not possible for any 
industry which is subjected to 
strict price control by govern¬ 
ment to operate profitably, 
unless the mechanism for 


causing such price immgm is 
such 4 as to compensate for 
cost increases in time. Ii» ; a 
situation where cost increases 
are spread over a long span 
of time, it is possible to live 
with government delays on 
price decisions for a short 
time—but when cost escala¬ 
tions take place virtually from 
week to week, as the company 
has experienced over the last 
two years, any delay by the 
government in approving a 
price consistent with cost has 
a disastrous effect on the ope¬ 
rations of any company. This 
failure by government to ap¬ 
prove a timely revision in pri¬ 
ces resulted in the above loss 
and this in spite of the fact 
that the authorities concern¬ 
ed were made aware of the 
loss that the company would 
incur bedu^c of delays in 
decision makiag by them. As 
(neofthe latest producers 
of agricultural equipment in 
the country, the company had 
no choice but to produce and 
sell, knowing fully well that 
the tractors sold were at a 
price which was unremunera- 
tive. The other choice was 
not to produce, awaiting gov¬ 
ernment approval of a new 
price for tractors but this was 
hardly possible in light of the 
more urgent need to increase 
agricultural produce in the 
country. 

In November 1974 the gov¬ 
ernment removed the official 
price control and permitted 
all Tractor producers to revise 


NOTICE 

“It is hereby notified for 
public information that Mr 
T. S. Srinivasan, 1 Adyar Club 
Gate Road, Madras-600 028, 
is applying under Section 22 of 
the Monopolies and Restric¬ 
tive Trade Practices Act, 1969, 
to the Department of Com¬ 
pany Affairs, New Delhi, for 
establishing a new undertaking 
for the manufacture of Thin 
wall bearings for automotive, 
non-automotive and industrial 
applications 

Any person interested in the 
matter may make representa¬ 
tion to the Secretary, Depart- 
meat of Company Affairs, 
New Delhi within a fortnight 
of publication of this Notice.” 
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and fix their own prices sub¬ 
ject to an overall control on 
their financial returns. Indus¬ 
try had been advocating just 
this policy to government for 
many years and it is to the 
credit of g wernraem that they 
finally recognised that it is just 
not possible to control the 
end price of a product without 
controlling the hundreds of 
compcnents that go to make a 
product. The company’s 
production subsequent to 
October 1974 was not 
adequate to recover the 
vast loss incurred. It is to be 
appreciated that it will take 
the company two or three 
years to wipe oft this loss. 

In view of the loss suffered 
by the company during the 
year the directors do not re¬ 
commend any dividend on 
equity or preference shares. 
Dividend on preference shares, 
however, being cumulative, is 
being carried forward availa- 
biliry of power has im¬ 
proved as has procurement 
of critical material and com¬ 
ponents. It is to be hoped 
that production will now in¬ 
crease in the remaining months 
of the current year and that 
demand will continue to keep 
apace with increased produc¬ 
tion. 

Easy Money by Imports 

It is unfortunate that the 
government which had ban¬ 
ned import of tractors over 
the last two years has now 
agreed to allow imports be¬ 
cause of easy money made 
available to the government by 
the World Bank. Under this 
it is expected that a total of 
nearly 8000 tractors will be 
imported which will in turn 
have its effect on the demand 
of the tractors produced local¬ 
ly. Industry has made many 
representations to the govern¬ 
ment and it is unfortunate that 
the government is not willing 
to change its decision. If the 
demand does not rise it is in¬ 
evitable that the capacity built 
up for producing equipment 
will remain untilised in spile 
of best endeavours to enter ex¬ 
port markets. 

The company exported a 
total of 792 tractors and a 
number of implements and 
spares during the year making 


a turnover of Rs 2.75 crores. 
The company has 350 tractors 
on order and there are enqui¬ 
ries for about 500 tractors 
more. 

In view of the heavy loss 
incurred by the company, effe¬ 
cting a slow down in its abi¬ 
lity to generate funds, the 
company has revised its think¬ 
ing on expansion and has 
now conveyed to the govern¬ 
ment a new proposal. In brief 
instead of undertaking a large 
expansion at one stage, tl.e 
company has now proposed 
expansion in stages consistent 
with the demand pattern and 
the company's ability to gene¬ 
rate its own funds. In view of 
the heavy cost of capital ex¬ 
penditure particularly for sop¬ 
histicated equipment the Com¬ 
pany is exploring the utilisa¬ 
tion of existing capacity to 
meet its expansion needs, in 
this exercise the Con-puny vvli 
ensure that the demand as it 
increases will be met by in¬ 
creased production. 

News and Notes 

Tndo Lowcnbrau Breweries 

has commissioned its brewe¬ 
ries in mid-April 1975. Initial 
three brands of beer have been 
launched. Some handicaps in 
standardising and maintaining 
uniform quality of the pro¬ 
ducts as normally experienced 
in all new processing pianis 
arc being overcome. Despit> 
the slack demand for beer at 
present the company hopes to 
sale its beer owing to modest 
pricing, high standards ot pro¬ 
cessing and packing. It i' 
also exploring export possibi¬ 
lities. 

The issue of 6.25 per cent 
ICICI Debentures, 1990, for 
Rs 12.50 crores which opened 
for public subscription on 
August 25, 1975, was over¬ 
subscribed and was closed on 
August 27, 1975. 

American Express has an¬ 
nounced changes in tne pay¬ 
ment and record dates for the 
payment of its Donaldson. 
Lufkin & Jenrette shares as a 
special dividend to its shai e- 
holders. The record date pre¬ 
viously announced as August 
29, 1975 is now changed to 
September 17,1975. The pay¬ 
ment date previously announ¬ 


ced as October tO, 1975 is now 
changed to October 31, 1975. 

New Issues 

Hotel Banjara Limited will 
be entering the capital mar¬ 
ket with a public issue of 
4,20,000 equity shares of Rs 
10 each. The subscription list 
will open on September 15, 
and close on September 25, but 
not earlier than September 18. 
The company, promoted by 
Mr Ghevarchand Jain of 
Hyderabad is setting up a live 
star luxury resort hotel at a 
total cost of Rs 189 lakhs with 
the technical collaboration of 
Holiday Inns, Inc, USA. The 
cost of the hotel will be met 
by equity capital of Rs 70 lakhs 
and the balance Rs 119 lakhs by 
way of term loans from finan¬ 
cial institutions. 

Considerable progress has 
been made in implementation 
and the hotel is expected 
to be ready for occupation 
by September, 1976. The 
company's hotel is located 
at Banjara Hills over looking 
a natural lake and the twin 
cities of Secunderabad and 
Hyderabad and five km away 
from Hyderabad airport. The 
hotal will have 106 double 
rooms and 6 deluxe suites 
decorated to the international 
standards of world famous 
Holiday Inns, Inc. 

The hotel by virtue of its 
association with Holiday Inns 
will have three-fold benefits 
namely advertising and publi¬ 
city nil over the world, link to 
the holidex reservation system 
and operating under the chain 
well known to travellers. It is 
anticipated that other hotels 
in the chain at.Bombuy, Agra 
and Ma iras will gcnciatc fur¬ 
ther business. In view of the 
above mentioned favourable 
laitois. it is expected that the 
hotel will have high occupancy 
rates. 

Miles India entered the 
capital market on September 
3 with an issue of 112,500 
equity shares of Rs 10 each to 
raise a part of the finance for 
its Rs 64 lakh project at Baroda 
for the manufacture of blood 
and urine testing strips. The 
project which will be the 
first of its kind in the company 
is being set up in financial and 


technical collaboration with 
Miles Laboratories Inc, USA. 
The plant, which will have a 
licenced capacity of 110 mil¬ 
lion strips in a year, is expec¬ 
ted to start commercial pro¬ 
duction by Februray or march 
1976. 

The miniaturised reagent 
impregnated strips can be used 
anywhere, anytime for blood 
and urine testing and the results 
are obtained instantly in 60 
seco nds by simply dipping the 
strip in the urine sample. 
The products offer significant 
cost and convenient advantage 
to diabetic patients, doctors, 
hospitals, pathological labo¬ 
ratories and primary health 
centres. The market surveys 
conducted by the foreign cola- 
borutors have indicated a good 
demand for the products The 
company is committed to exp¬ 
ort 15 per cent of its preduci- 
tion and the collaborators have 
underwritten the entire export 
commitment for five years. 
In 1976, the company hopes 
to achieve a turnover of 
54 lakhs which will rise to 
Rs 2.50 crores in 1977. The 
company is hopeful of declar¬ 
ing a reasonable maiden divi¬ 
dend for 1977. 

Capitel and Bonus 
Issues 

Consent has been granted to 
eight companies to raise capi¬ 
tal of over Rj, f.64 crores. 

Following are the details :— 

Sakai Papers Private Limited, 
Poona, have been accorded 
consent, valid for 3 months, to 
capitalise Rs 2,44,500o ut of its 
general reserve and issue fully 
paid equity shares of Rs 100 
each as bonus shares in the 
ratio of one bonus share lor 
every two equity shares held. 

American Spring and Pressing 
Works Private Limited, Bom¬ 
bay have been accorded con¬ 
sent, valid for 3 months, to 
capitalise Rs 20,00,000 out of 
its general reserve and issue 
fully paid equity shares of Rs 
500 eacli as bonus shares in the 
ratio of two bonus shares fore 
ever> five equit} shares held. 

Chota Tingrat Tea Estate 
(Private) Limited, Dibrugarh 
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have been accorded consent, 
valid for 3 months, to capitalise 
Rs 5,00,t)00 out of its general 
reserve and issue fully paid 
equity shares of Rs 100 each 
as bonus shares in the ratio of 
one bonus share for every one 
equity share held. 

Basant Alloy Steel Limited, 
New Delhi has communicated 
to government its proposal to 
issue capital of the value of 
Rs 30,00,000 (inclusive of the 
capital of Rs 25,00,000 already 
raised), divided into 3.00,000 
equity shares of Rs 10 each. 

Hindustan Electro-Graphites 
Limited, New Delhi has commu¬ 
nicated to government its pro¬ 
posal to issue capital of the 
value of Rs 4.67,00,000 equity 
shares of Rs 10 each and 
1,04,000 cumulative redeem¬ 
able preference shares of Rs 
100 each (inclusive of the 
capital already raised), both 
for cash at par. 


Uttar Pradesh Straw and 
Agro Products Limited has 
communicated to government 
its proposal to issue capital of 
the value of Rs 180 lakhs (inclu¬ 
sive of capital already raised) 
in 18,00,000 equity shares of 
Rs 10 each, for cash at par, 
out of which shares worth 108 
lakhs will be offered to the 
public by a prospectus. 

Assam Asbestos Limited, 
Jorhat has communicated to 
government its proposal to 
issue capital of the value of 
Rs 40,00,000 (exclusive of the 
capital of Rs 10 lakhs already 
raised) in the form of 3,00,000 
equity shares of Rs 10 each 
and 10,000 redeemable cumu¬ 
lative preference shares of Rs 
100 each, both for cash at par. 

Mohan Ortmann and Hcrbst 
Limited has been accorded 
consent, valid for 12 months, 
for the issue of capital of the 
value of Rs 120 lakhs in equity 
shares of Rs 10 each. 


Dividends 


(Per cent) 


Equity dividend dec¬ 
lared for 

Name of the company Year ended -—- 

Current Previous 




year 

year 

Higher Dividend 




Southern India Corpn 

March 31, 1975 

10.0 

Nil 

Soute India Shipping 
Corpn. 

March 31, 1975 

40.0 

J7.0 

Metal Box Company 
of India 

March 31, 1975 

14.0 

9.0 

Peria Kuramalai Tea& 
Produce 

March 31, 1975 

• 

10.0 

9.0 

Puliangode Rubber 
& Produce 

March 31, 1975 

20.0 

12.0 

Madras Forging 

March 31, 1975 

10.0 

Nil 

Sivanandha Steel 

March 31, 1975 

12.0 

9.5 

Same Dividend 

Ahmedabad Sarangpur 

Decern 31, 1974 

12.0 

12.0 

Reduced Dividend 

Agfa-Gevaert 

Dccem 31, 1974 

12.0 

18.0 

Ganges Rope Co 

Decern 31, 1974 

8.0 

20.0 


Licences and Letters of Intent 

The following licences and letters of intent were issued 
under the Industrial (Development Regulation) Act 1951 dur¬ 
ing the month of July 1975. The list contains the names and 
addresses of the licensees, articles of manufacture, types of 
licence—New Undertakings (NU). New Articles (NA), Sub¬ 
stantial Expansion (SB), Carry on Business (COB), Shifting— 
and annual installed capacity. Details regarding licences and 
letters of intent revoked, cancelled or surrendered are also 
given. 

Licences Issued 

Metallurgical Industries (Ferrous) 

M/s Southern Structural Lid: No 29-A, Chamiers Road, 
Madras-28.—(Madras-Tamil Nadu)—Wharf Cranes upto 10 
tonnes lifting capacity—2 nos—(NA) 

Associated Wires & Conductors Co Pvt Ltd; Tanda Road, 
Jullundcr.—(Jullunder City-Punjab)—Bright Bars—2,000 ton¬ 
nes—(COB) 

M/s M.S. Industries, P 10, New Howrah Bridge, Approach 
Road, Calcutta-1.— (Howrah-We*t Bengal)--Bright Ban.—8,800 
tonnes—(COB) 

M/s Shew Shankcr Engineering Pvt Ltd; 20-Tarachand Dutt 
Street, Calcutta.'■ (24-Parganas-Wesl Bengal)--Bright Bars & 
Shaftings--9,300 tonnes -(COB) 

M/s Satna Cement Works, (Prop Birla Jute Mfg Co Ltd;) 
P.O. Birla Colony, Sulna. -(Satnu-Madhya Pradesh) Iron & 
Steel Castings—5,000 tonnes - (COB). 

M/s Mohta Alloys & Steels Lid: 59-Golf Links, New Delhi. 
- (Ludhiana, Punjab) -M.S. Ingots, Electrode quality Carbon 
Steels; Cold heading qualitv Carbon Steels; etc—18,000 tonnes 
—(COB) 

M/s Roila Industries (P) Ltd: Rolta Nagar, Apra-Bombay 
Road, Indore —(Dewas-Mudhya Pradesh)—Rolled Products 
like Bars, Rods & other lighter section from 10" rolling mill— 
6,000 tonnes; Steel Structural such as Girders, Channels, 
Beams, etc from 20" rolling mill- -14,000 tonnes- (COB) 

M/s Zenith Drop Forgings Ltd; Plot No 3, Medium Scale 
Sector, Adityapur Industrial Area, Jamshedpur.- (Jamshcdpur- 
Bihar)—Stesl Forged Components—650 tonnes—(COB) 

M/s AlokPipe Enterprises, Chhawani Bazar, Baharaich.— 
(Baharaich-UP)—Steel Pipes & Tubes —10,000 tonnes—(COB) 
M/s Diwakar Investments Ltd; I/5-B, Asaf Ali Road, New 
Delhi.—(Sahibabad-UP)—Steel Pipes & Tubes—10,000 tonnes 
—(COB) 

MrManmohan Lai Goel, M/s Bharat Udyog, 12-Naya 
Ganj, Ghaziabad.—(Muradnagar-UP)- Mild Steel Black Wires 
—3,500 tonnes—(COB) 

M/s Surana Industries, Karbala Maidan, M.G. Rd; Secun¬ 
derabad.—(Hyclcrabad-Andhra Pradesh)—Mild Steel Black 
Wires-2530 tonnes; Mild Steel Galvanised Wires-*240 ton¬ 
nes (Total: 2770 tonnes)—(COB) 

M/s Steel (India) Pvt Ltd; 14 Bhagwan Mansion, Cinema 
Road, Bombay.—(Aurangabad-Maharashtra)—Pre-stressed 
Concrete Wire; Spring Steel Wire; M.S. Wire thinner than 16- 
SWG (Total:—3,800 tonnes)--(COB) 

M/s G.R. Steels & Alloys (P) Ltd; 130/3, New Kalasipa- 
layam Exten, Bangalore.—(Bangalore-Karnatnka)—M.S. 
Rounds, Squares, Hexagons in sizes 10 to 25 mm & Flats— 
7,800 tonnes—(COB) 

M/s Singh Ispat Ltd: 120, Manicktalla, Main Road, Cal¬ 
cutta.— (Bangalorc-Karnataka)—M.S. Ingots; Electrode Qua¬ 
lity Carbon Steels; Forging qnality Carbon Steels; etc—18,000 
tonnes—(COB) 

M/s Surendra Steel Rolling Mills; Amloh Road, Mandi 
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Gobindgarh, Distt: Patiala.—(Mandi, Patiala, Punjab)—Rc- 
roiled Products such as Joists, Channels, etc—7,000 tonnes— 
(COB) 

M/s Aditya Mills Ltd; Stadium House. Block No 2, 2nd 
Floor, Veer Nariman Road, Bombay. (Kanoria Steels)—(Tara- 
pur—Maharashtra)—M.S. Ingots; Electrode quaity Carbon 
Steels; Forging quality Carbon Steels; Cold Heading qualilty 
Carbon Steels; etc—22,000 tonnes-(COB) 

M/s Bhushan Industrial Co (P) Ltd; 3-Industrial Area. 
Chandigarh.—(Chandigarh)' -Mild Steel Wires—2,600 tonnes 
—(COB) 

M/s Rattan Lai Prern Chand Engineering Works lll/ll-C, 
Railway Malgodam Road, Kaithal.—(Kaithal-Haryanu)- Steel 
Pipes & Tubes—10,000 tonnes—(COB) 

M/s Golden Steel Corpn (P) Ltd: 64-G.T. Road, (North), 
Liluah, Howrah.—-(Howrah-West Bengal)--Bars, Rods, Hats, 
Angles, Channels—12,500 tonnes --(COB) 

M/s A.K. Corporation Ltd; 93-Park Steet, C alcutta. 
(Visakhapatnam-A. Pradesh) Bars& Sections - 2,900 tonnes - 
(COB) 

M/s Bhagwati Steel (P) Ltd; 67, Park Street, Calcutta. 
(Howrah-West Bengal)—*M.S. Rounds, Bars, Flats, Tension 
Bars Ac Hoops-9,000 tonnes -(("OB) 

Mr Jasbir Singh, c/o ENN EMM JAY Iron & Steel Mills, 
G.T. Road Bidhran Suranussi, Jullundcr.—(Jullundcr-Punjab) 
—Bars& Sections—12,000 tonnes -(COB) 

M/s Saru Engineering Corpn Lid; Sarunagar, Surdhana 
Rd;'Mecrut.—■( Meerut-UP)—M.S. Rerolled Sections 1900 
tonnes—(COB) 

Shri Mahavir Ispat Ltd: 11-A* Jatindra Mohan Avenue. 
Calcutta-6. (Tarapur, Thana, Maharashtra)-- Bar?., Rounds, 
Flats; Angles, etc (on the basis of 70 per cent of the steel plant 
ingot capacity)- 4,900 tonnes pa (COB) 

M/s Ellorc Engg Co Ltd; 20-Second Line Beach, Madras 
—(Hosur-Tamil Nadu) Steel Forgings 8C0 tonnes -(COB) 
Matallurgical Industries (Non-Ferrous) 

M/s Bralco Metal Industries Pvt. Ltd; Gupta Mills 1 state, 
Darukhana, Reay Road, Bombay. - (Bombay-Maharashtra) 
Nickel Silver Strips -200 tonne* -(N A) 

Fuels 

M/s Sanghi Motors (Bombay) Pvt Ltd; 39-A, Hughes Rd; 
Bombay. --(Bombay-Maharashlra) -Oxviicn Gas 1.20 MCM 
—(SE) 

M/s Gwalior Air Products Ltd; 105, Tansen Nagar, 
C walior-3.—(Morena-Madhya Pradesh)- •Oxygen Gas 0.45 
MCM; Acetylene Gas 0.10 MCM--(NU) 

Electrical Equipment 

M/s The Premier Mills (CBE) Ltd; ATI.) Street. Race 
Course, Coimbatore.—(Santa Cruz EPZ-Maharashtra) 
Wire Wrapped Boards- -18 Mill nos—(NU) 

M/s Cu Conductors Pvt Ltd; 5-Mahavir Society, Near 
Paldi Ahmedabad.—(Ahmedabad-Gujarat)—’Winding Wires 
upto 41 SWG—300 tonnes; Winding Wires 42 SWG & thinner 
—50 tonnes—(NU) 

M/s Ceramic Capacitors Mfg Co (P) Ltd: 5-A/7, Ansari 
Rd; Daryaganj, Delhi- (Haryana)—Disc Cramic Capacitor* 
20.00 million nos--(NU) 

Khandelwal Herrmann Electronics Ltd; Khandelwul Estate, 
Bhandup, Bombay.-'-(Bhandup-Maharashtra)—Sc(eniu n Recti¬ 
fiers Plates—5 lakh nos; Miniature Selenium Rectifiers- 10 
lakh nos—(SE) 

M/s Oriental Science Apparatus Workshop, Jawaharlal 
Nehru Marg, Ambala Cannt.—(Ambala-Haryana)—Electronic 
Teachain—Rs 10 lakhs p.a—(NA) 

Automatic Electric Ltd; Rectifier House, 570, Naigum 
Cross Road, P.O. Box No. 7103, Bombay-31.—(Bomba y- 


Maharashtra) -Current and Potential Transformers of 220 
KV range—120 nos—(NA) 

M/s Aluminium Industries Ltd; No. 1-CYamic Factory 
Road, Kundara.-(Chcnganur-Kerala)—132 KV Motor Opera¬ 
ted Isolating Switches—60 nos; 220 KV motor operated Iso¬ 
lating Switches.75 nos—(NA) 

M/s Industrial Cables (India) Ltd; Hindustan Times 
House, 6th Floor, 18-20, Kasturba Gandhi Marg, New Delhi. 
(Rajpura-Punjab)—AAC/ACSR Conductors of above 19 
Strands—4250 tonnes-(COB) 

Telecommunications 

M/s Indian Telephone Inds. Ltd; Dooravaninagar, Banga¬ 
lore.—(Palghat -Kerala)—Electronic Private Automatic 
Branch Exchange (PABX) and Rural Automatic Exchange 
Equipment—17,500 lines—(NU) 

M/s U. P. Electronics Corpn Ltd;I2-B. Mall Avenue, 
Lucknow.—(Eastern Region of UP) TV Receivers -2000 
nos—(NU) 

Transportation 

M/s Punjab Scooters Ltd; SCO-54, 55, 56, Sector-17-A, 

C handigarh.—(Nabha-Punjab)—Scooters- -24.000 nos - (NU) 
M/s Karnataka Scooters Ltd; 5-Ciesccnt Road, High 
Grounds, Bangalore.--(Banealorc-Ka mar aka> - Scooters — 

24,000 nos—(NU) 

M/sBalaj Auto Ltd; Bombay-Poona Road, Akurdi, Poona. 
(Poona-- Maharashtra)—Scooters & 3-'Wheelers 80,000 nos— 
(SE) 

M/s Bimetal Bearing Ltd: No. 2, Arts College Road, 
Coimbatore.- (C?oi in ba tore-Tamil Nadu) Thinwalled Bearings 
Bushings & Washers—100 lakh pcs p.a (SL) 

M/s West Bengal Scooters Ltd: 23-A, Netaji Subhas Road, 
P.B. No. 649, Calcutta.'- (Midnapur-Wcst Bengal)—Scooters— 
30,000 nos—(NU) 

M/s Polymer Papers Ltd; B-29, B. Kuilash Colony, New 
Delhi.---I Faridabad-Haryana 1 impregnation & Conversion 
of Technical Filter Paper--400 MT— (NU) 

Industrial Machinery 

M/s National Machinery Mirers Ltd; Kalwa, Thana, 
Maharashtra- (Baroda-Gujarat) Hydraulic Infinitely Vari¬ 
able Gear Boxes 600 nos- (NA) 

M/s Bengal Paper Machinery Manufacturers, P-15, India 
Exchange Place Extension, Calcutta.—(24 Parganas, West 
Bengal) Standard Equipments individual Machines & Spares 
-UK) tonnes; Complete Plant & Equipm.nts for manufacture 
of Pulp. Paper Board upto 50 tonnes 200 tonnes (NA) 

M/s Kunal Engineering Co Ltd: Kothari Buildings, 20-Nun- 
gambakkam High Road, Madras-34.—(Ambattur—Tamil Nadu) 
—High Speed Roller Bearing Inserts for Textile Industry—4 
lakh nos- (NA) 

M/s KunuLEngg Co Ltd; Kothari Buildings. 20 Nungam- 
bakkam High Rd: Madras-34. - (Ambattur-lamil Nadu)— 
Textile Spindles -4 lakh nos—(SI.) 

M/s Spun dish Engineers Pvt Ltd; 4 Hirak Cooperative 
Housing Society, 96-B, S.V. Road, Vile Parle, Bombay.— 
(Bombay-Maharashtra) -Dished Ends & Flanged Ends— 
- 2,600 tonnes—(NU) 

M/s New A lien berry Works; Prop: Deepak Industries Ltd: 
14/7, Mathura Road, Farida bad.- (Faridabud-Haryuna) 

Vertical Oirset Shaft Small Marine Reverse Reduction Gear 
Units—25 lakhs rupees p.a—(NA) 

M/s American Refrigerator Co Ltd; Plot No. 38/39, 
Block-D-2, MlDC, Chinchvvad, Poona.—(Poona-Maharashtra) 
—Hydraulic Presses & Hydraulic Equipment, etc. Rs.25 lakhs 
p.a—(SE) 

M/s Chowgule Engineering Co Pvt Ltd; Chowgulc House 
Morinugao Harbour.—(Loutulim-Goa) -EOT Cranes, Jib 
Cranes—167 tonnes—(COB) 

M/s Akay Industries, Station Road, P.B. No. 86, IIubfi-20. 
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(Hubli, Dharwar, Karnataka)—Centrifugal & Rotary Pumps 
3,600 nos p.a- -(NU) 

Agricultural Machinery 

M's Ironmaster (India) Pvt Ltd; M-15, NDSE Part-II, 
New Delhi.—(Faridabad-Haryana)—Agricultural Implements, 
viz. Ghamcllas, Kodali, Shovels; Parnals, etc—2,600 MT— 
(COB) 

Commercial. Office and Household Fquipment 

M/s Facit Asia Ltd; Pcsungudi, Madras.—(Saidaput, Tamil 
Nadu)—Standard Typc-writters—20,000 nos p.a- -(NA) 

Medical & Surgical Appliances 
M/s Bhargava Beaver (P) Ltd; Krihangarh.—(Ajnicr-Rajas- 
than)—-Surgical Blades—2 mill nos; Surgical Handles—2 lakh 
nos—(NU) 

Fertilizers 

M/s National Fertilizers Ltd; 27-Community Centre, Last 
of Kailash, New Delhi.(Panipat—Haryana) Ammonia — 
2,97,000 tonnes; IJrca—5,11,000 tonnes; Sulphur (By Product) 

—8250 tonnes—(NU) 

Chemicals (other than Fertilizers) 

M/s Hieo Products (P) Ltd; Mogal Lane P.B. No. 6467, 
Mahim, Bombay.—(Thana, Maharasatra) -Cycocel Technical 
—50 tonnes; Dichloro Propionate (DaJapon)—100 tonnes- 
(NA) 

M/s Ellenbarrie Industrial Gases Ltd; 50-Jatindra Mohan 
Avenue, Calcutta.—(Kalyani, West Bengal)—Oxygen—1.00 
MCM; D/Acetvlene- 0,2 MCM; Nitrogen - 0.144 MCM— 
(NU) 

M/s Union Home Products Pvt Ltd; Wharf Street, Bunder, 
Mangalore. -(Karnataka)—Synthetic Detergents—10,000 ton¬ 
nes—(NU) 

M/s Detergents India Ltd; 23/362, Ashok Nagar, Ncllore- 
3.—(Cuddapali, Andhra Pradesh)—Synthetic Detergents — 
10,000 tonnes (30 per cent AD) - -(NU) 

M/s Trichy Distilleries & Chemicals Ltd; 17/4, Nungam- 
bakkam High Road, 2nd Floor, Madras*—(Tiruchirapalli- 
Tamil Nadu)— Acetaldehyde -7,000 tonnes: Acetic Acid 2,500 
tonnes; Acetic Anhydride- 2,200 tonnes; Ethyl Acetate -600 
tonnes—(N A) 

M/s Bhagawati Gases Ltd; 57, Park Street, Calcutta. - 
(Howrah-West Bengal)—Oxygen Gas -0.72 MCM—(NU) 

M/'s Travancore Chemical Mig. Co Ltd; P.B. No. 19, 
Kalamassery.- (Lrnakulam-Kcrala) -Potassium Chlorate - 
2,200 tonne* (SE) 

M/s Raysinel Kamikal Co: 129/1, Karaya Road, Calcutta- 
17.—(Bhilai-MP) Synthetic Resins -128 tonnes --(COB) 

M/s Kondivita Pvt f.ldr Kondivita Village, Andhcri Kurla 
Road, Bombay.— (Bombay-Maharashtra) —Polyvinyl Acetate 
Emulsions—8s() lonnnes -(COB) # 

M/s Shalimar Tar Products (1935) Ltd; 6-Lyons Range, 
Calcutta.—(Calcutta—West Bengal) Prcstic Scaler—270 
tonnes--(NA) 

Dye-stuffs 

M/s Svarna Chemicals Pvt Ltd: 1-Brindavan Extension, 
Mysore.—(Mysorc-Karnataka)-Beta Napthol—120 tonnes - 
(NU) 

Drugs & Pharmaceuticals 

Dr K.A. Reddy, c/o Mis IJniloids Ltd; 3-6-524, Himayat 
Nagar, Hyderabad (Hyderabad.—Andhra Pradesh)- Metronida¬ 
zole & the formulations there of—JO tonnes; Thiacclazone and 
the Formulations there of--10 tonnes—(NU) 

Mr A.M. Raja, 12-First Main Road, C.LT. Colony, 
Mylapor, Madras.—(North Arcot—Tamil Nadu)—PAS Sodium 
—80 tonnes—(NU) 

M/sHoechst Parmaceuticals Ltd; Dugal House, Backbay 
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Reclamation, Post Box No. 273, Bombay-1,—(Bombay-Maha- 
rashtra)—Phenylene Disothio-Cyanate—3.5 tonnes: Sodium 
SaltofN-4 Mythyl-benzene Sulfonyl Carbamine Acid- 
Mcthoxy-ethylester—2 tonnes—(NA) 

M/s Unichem Laboratories Ltd; 4,5,6, Jogeshwari Estate 
Jogeshwari (West), Bombay. — (Maharashtra) — Dimethly. 
Siloxane BP-30 tonnes—(NA) 

M/s East India Pharmaceuticals Works Ltd; 6-Little 
Russell Street, Calcutta.—(West Bengal)—Sulphacetamide 
Sodium—24 tonnes p.a—(SE) 

M/s Suneeta Laboratories (P) Ltd; 502, Arun Chambers, 
Tardeo Road, Bombay.—(Tarapur-Maharashtra)—Probenacid 
—12 tonnes; Alpha Picolinic Acid—200 tonnes; Methyl Dopa 
—12 tonnes: Ethambutol—12 tonnes; Metronidazole—10 
tonnes; Ethionamide—10 tonnes; 4-7 Dichloroquiniline—60 
tonnes; Novaldiamine—48 tonnes—(NU) 

M/s o r 8 anon (India) Ltd; Himalya House, 38, Chowrin- 
ghee Road, Calcutta. (West Bengal)—Dexatopic Cream— 
3000 Kgs.—(NA) 

Textiles 

M/s Rallis India Ltd; Merchanting Division, United India 
Life Building, F-Block, Cannaught Place New Delhi.— 
(Andhcri- Maharashtra)- Ready Made Garments—8,40,000 
pieces p. a—(NIJ) 

Mr R.K. Sondhi, 90-Jor Bagh, New Delhi-3. (Hero 
Apparels Pvt Ltd;)—(Hoshiarpur-Punjab)—Readymade Gar¬ 
ments— 1 million pcs—(NU) 

M/s Central Shoddy & Spg Mills; G.T. Road, Ludhiana— 
(Ludhiana-Punjab) -Shoddy Yarn—800 spindles—(NU) 

M/s T.R. Mills (P) Ltd; Vth Main Road, Chamarajapet, 
Bangalorc-8 — (Banglore-Karnataka) — Cotton Yarn — 25,000 
spindles—(SE) 

M/s Sri Rani Lakshmi Ginning Spg & Weaving Mills Pvt 
Ltd ;Sitalakshimi Mills Premises, Tirunagar, Madurai—(Madu¬ 
rai--Tamil Nadu) -Cotton Yarn -25,000 —(SE) 

M/s Ycotmal Zilla Sahakari Soot Wa Kapad Girni Ltd; 
Kerala Road, Pusad P.O. Yeotmal—(Pusad, Yeotmal, Maha¬ 
rashtra)—Cotton Yarn—25,000 spindles --(SE) 

M/s Binod Mills Co Ltd; (Inc Bimal Mill), Agra Road, 
Ujjain—(Ujjain-MP)—Cotton Yarn--25,000 spindles—(SE) 

M/s Sri Anjaneya Cotton Mills (P) Ltd; 598, Subhas Road, 
Davcngere- (Chitradurga-Karnataka)—Cotton Yarn —25,000 
Spindles -(SE) 

Paper and Pulp 

M/s Basant Paper Mills Ltd; 2, Church Lane, Calcutta— 
(Varanasi-UP)—Packing, Wrapping and Corrugating Paper and 
Board -5,275 tonnes—(NU) 

Fermentation Industries 

M/s Modern Breweries Ltd; 2641, Sadar Thana Road, 
Del hi - (Murainn-MP) —Bee r—50,000 HL-(COB) 

Mr Suresb Vallabhji Vora, 202, Churchgatc Chambers, 
5-New Marine Lines, Bombay. --(Thana-Maharashtra)—Beer— 
50,000 HL -(COB) 

Mr Upcndra Kumar Agarwal, 3-6-108/1 /A, Hima atnagar, 
Hyderabad.- (Charminar Breweries)—(Hyderabad-Andhra 
Pradesh) -Beer-16,000 HL- (COB) 

Mr Chandcr Prakash, Promoter, Maharana Breweries Ltd; 
Nand Nikctan, Malvia Marg, Ashok Nagar, Jaipur.—<BhiIwara- 
Rajasthan)—Beer—45,000 HL—(COB) 

M/s Madhu Breweries (MP) Pvt Ltd; M-72, Connaught 
Circus, New Delhi.—(Morena-MP)—Beer—50,000 HL—(COB) 
Mr Surendra Kumar, 101, Asha-Deep 9-Haily Road, 
New Delhi.—(Alwar-Rajasthan)—Beer 50,000 HL—(COB) 
Vegetable Oils & Vanaspati 

M/s Shrec Raghuvir Indus; 4-K.M Jamnagar Road, Indus- 
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trial Zone. Raikot.—(Ra)kot-Gujarat)—Cotton Lint, Cotton 
Seed Oil # Cotton Seed Cake, Cotton Seed Husk-15,000 tonnes 
in terms* of seed—(NU) 

M/s Jagdisb Chandra Haridas Badiani, c/o M/s Dawn ind; 
Opp: Shree Kanti Oil Mills, Badeshwar, Jamnagar.—(Jam- 
nagar-Gujarat)—Cotton Seed Oil—15.000 tonnes in terms of 
cotton seed—(NU) 

Rubber Goods 


M/s Swastik Rubber Products Ltd; Swastik House, Behind 
Khodki Railway Station, Khodki. Pune.—(Maharashtra)— 
Household Rubber Gloves—-6 lakh pairs—(NA) 

M/s Gujarat Tyres Ltd; 308, Ansal Bhavan, 16*K. Gandhi 
Marg, New Delhi.—(Bharuch-Gujarat)—Automobile Tyres & 
Tubes—4 lakh nos each—(NU) 

M/s Andhra Pradesh Automobile Tyre and Tubes Ltd; 
B-M74, Fateh Maidan Road, Hyderabad.—(Guntur Distt: 
A-Pradesh)—Automobile Tyres & Tubes—4 lakh nos caui 
—(NU) 

M/s Webstar Ltd; 23-A, Netaji Subhas Road, Calcutt. 
(Durgapur, Burdwan, West Bengal)— Automobile Tyres & 
Tubes—4 lakh nos each—(NU) 


18-20, Kasliturba Gandhi Marg, New Delhi.—(Tiruchy- 
Tamil Nadu)—Seamless Steel Tubes in the sizes ranging from 
14 mm to 159 mm diametre—40,000 tonnes—(NU) 

M/s Madras Forgings & Allied Industries (CBE) Ltd; 
Mettupalayam Road, Karamadai, Coimbatore—(Coimbatore 
—Tamil Nadu)—Closed Die Steel Forgings—2,500 tonnes—(SE) 
M/s Punjab State Industrial Dev Corporn Ltd; SCO 54, 55, 
&56, Sector 17-A, Chandigarh.--(Juliunder-Punjab) -Closed 
Die Forgings—5,000 tonnes—(NU) 

Mr P. Venkatesan, 13/240, Dewan Bahadur Rd; R.S. 
Puram, Coimbatorc-2. — (Tiruchirapalli-Pudukottai, Tamil 
Nadu)—Centrifugal Alloy Castings -500 tonnes; High Alloy 
Steel Castings--500 tonnes—(NU) 

M/s Metrourk Pvt Ltd; 12-Lenin Sarani, Calcutta.— 
(Purulia-West Bengal) -Special Grade Elemental Silicon Metal 
98% and above Purity—1,000 tonnes—(NU) 

Mr B.S. Rama Rao, 107, Rajamahal Vilas Fxlen., Banga¬ 
lore. -(Mysorc-Karnutaku) -Clo eJ Die Forgings of Alloy 
Steel & Carbon Steel —1,500 tonnes —(NIJ) 

The Projcl Administrator, Govt or Kerala Secretariat, 
Trivandrum.—(Palghat-Kerala) -Steel Structural Fabrications 
—5,000 tonnes—(NU) 


M/s Orissa Tyres Ltd; 36, Kharbclanagar, Bhubaneswar. 
(Bhubaneshwar-Orissa)—Automobile Tyres & Tubes - 4 lakh 
nos of each—(NU) 

M/s Punjab Tyres Ltd; SCO., 54, 55, 56, Sector-!7-A, 
Chandigarh.—(Rupar-Punjab)— Automobile Tyres 8. Tubes -4 
lakh‘nos of each; Camel Back—3000 tonnes—(NU) 

# Leather, Leather Goods & Pickers 

[ M/s Meghalaya Pensioner Leather Works Lid; Mawalai 
|Nonglum, Shillong-8.—(Khasi Hills Meghalaya) Finished 
|Leather based on Hides—60,000 pieces p.a—(NU) 
f Glass 

M/s Krishna Glass (P) Ltd; Bhagawun Bhavan, K a rani 
Lane, Ghatkopar, Bombay. — Thana-Maharashtra) —Cihs*. 
Bottles—18,600 tonnes p.a—(SE) 

M/s Empire Dyeing & Mfg Co Ltd; Vitrum Glass Division, 
414, Senapati Bapat Marg, Bombay.— (Vikhroli-Mahurashfa) 
—Glass Containers—18,000 tonnes—(SE) 

Cement and Gypsum Products 
M/s Associated Cement Cos Ltd; Cement House, Maharshi 
Karve Road, Bombay.—(Ambala-Haryana)—Portland Cement 
—4.06 lakh tonnes—(SE) 

Timber Products 

M/s Raghuvir Match Udyog, Village Korar P.O., District 
MP.—(Bastar—Madhya Pradesh)—Matches—1,50.000 Gro-s 
Boxes of 50 stricks each—(NU) 

Mr K.C. Sethi, 20-A, Camac Street, Calcutta. (Raipur- 
Madhya Pradesh)—Plywood of all Sorts including Block 
Boards and Flush Doors—4 mill Sq Metres—(NU) 

M/s Andamans Timber Industries Ltd; 26-Chitlaruiijan 
Avenue, Calcutta-1 2.—(Port Nicobar Islands)— Commercial 
Plywood—3 mill sq mts p.a— (SC) 

Letters of Intent 

Metallurgical Industries (Ferrous) 

Mr Bhagwandas Trikamdas Doshi, 4 Anupam\ Jail Ruad, 
Bhavnagar.—(Bhavnagar-Gujarat)—S.G. Iron Castings—100 
tonnes; Alloy Iron (Including Ni-Hard Castings)—1000 tonnes 
—(NU) 

Mr [Laher Chand Chhotalal Mehta, c/o Aja> Foundry 
Works, 038, Udyognagar, Bhavnagar.—(Bhavnagar— Gujarat) 
—S.G. Iron Castings— 200 tonnes; Alloy Iron Castings— 800 
tonnes—(NU) 

M/s Bharat Heavy Electricals Ltd; Hindustan Times House, 


Electrical Equipments 

M/s Haryana State Industrial Development Corpn Ltd; 
SCO-4 & 5, Sector-17-A. Chandigarh.- (Haryana) —Hard Fer¬ 
rites -100 tonnes—(NU) 

M/s Bhadkal Electronics Pvt Ltd; D-6 East ofKailash, 
New Delhi.—(Faridabad-Haryana)- Elcclr nic Speed Control 
—4 lakh nos -(NU) 

Mr V.S. Rajun& V.S.K. Moorlhy, 501, Janmabhoomi Cham¬ 
bers, Walchand Hirachand Marg, Bombay. (Nasik-Maharash- 
tra)—Single/Dual Pan Electronic Precision Balance (Wc ghing 
range upto 16,000 gms) 5000 nos; Single/Dual Pan Electro 
Mechanical Precision Andytical Balance (weighting range upto 
7000 gms)—300 nos; See limentation Balances (for determina¬ 
tions in the particles size rangn 1 to 150 microns)—1000 nos; 
Thcrmogravimctric Balances (weighing range 25 gms)—250 
nos; Automatic Tablet Weigher (weighing range 1.4 gms+0.14 
gms) —250nos; Automatic Weighing Units (Llcetronic Precision 
Balances for special applications) 250 no* -(Mi) 

M/s The UP Electronics t’oipn Ltd; 8-Vivekanand Marg, 
Lucknow'.—(Uttar Pradesh) - Battery Cliargers-500 nos; No 
Break Power Supply- 500 nons; luverters—1000 nos; Variable 
Speed Drives 1000 nos; Power Plant foa Communication 
Equipment—100 nos (NU) 

Telecommunications 

M/s Kerala State Electronics Dev Corpn Ltd: 1133 & 1134, 
Sasivihar, Perurkada, Trivandrum —(Kerala)—Power Transis¬ 
tors—! mill nos -(NU) 

. Transportation 

Mr Ashok C hopra, 201, Akash Deep, Barakhamba Road, 
New Delhi.--(Uttar Pradesh)—Bicycle Rims—5 lakh nos; 
Chain Wheel Crank Assembly —5 lakh Sets—(NU) 

Mr Suresh K. Shah, Ramon House, 169, Backbay Recla¬ 
mation, Bombay. — (Surat-Gujurat)—Fly-wheel Ring Gears -2 
lakh nos (NU) 

Industrial Machinery 

M/s Indian Dairy Corpn, (Govt of India Undertaking) 
Yashkamai, Lokmanya Tilak Road,. Baroda.--(Baroda-Guja- 
rat)—Bulk Milk Dispensing Equipment—500 units; Cattle 
Feed Equipment—5 plants; Milk Receiving & Can Washing 
Equipment—30 units; Tanks & Tankers (SS)—150 nos: Milk 
Cans (Aluminium)—60,000 nos; Butter & Cheese Making 
Equipment—4 plants; Assembly of plate Heat Exchanges 
(Stainless Steel)—60 units; Assembly of Cream Separators & 
Milk Clarifiers—65 units (both small and big): Assembly of 
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Small packing equipment for Butter, Powder, Ghee, etc—$0 
units; Milk Condensing & Drying Equipment—3 plants;S truc- 
tures—500 M T—(NU) 

The New India Industries Ltd; Jelalpur Road, Baroda.-— 
(Baroda-Gujarat)—All Metal Reeds—4000 dozens—<SE) 

M/s Foodimp Agencies Pvt Ltd; C-526; Defence Colony, 
New Delhi.—(Gurgaon-Haryana)—Flour Milling Machinery 
and Equipment—2000 M T—(NU) 

Machine Tools 

M/s Engineering Projects (India) Ltd; 9th Floor, Himalaya 
House, Kasturba Gandhi Marg, New Delhi.—(Delhi)—Re- 
Heating and Heat Treatment Furnaces —Worth Rs 3 crorcs - 
(NA) 

Mr M.N. Sadusivaiya, Joint Director of Industries Sc Com¬ 
merce, Old Soap Factory Building, K.R. Circle, Bangalore.— 
(Mysore-KarnatakaV Centre Lathe—250 nos—(NU) 
Commercial, Office & Household Equipment 
M/s Hyderabad Allvvyn Metal Works Ltd; Sanatnagar, 
Hyderabad.- (Hyderabad-Andhra Pradesh)—Domestic Refri¬ 
gerators- d lakh nos pa —tSE) 

Medical and Surgical Appliances 
Dr R.K. Jain, c/o Mr K.K. Jain 14A/95, WEA, Karol 
Bagh, New Delhi—(Rcwari, Mohindergarh, Haryana)—Surgi¬ 
cal Blades —2 mill nos. Suture Needles—l mill nos—(NU) 
Chemicals (Other than Fertilizers) 

M/s Bombay Oil Industries (P) Ltd; Kanmoor House 281/87* 
Narsi Natha Street, Bombay.—(Bombay-Maharashtra)—Organic 
Tin Compounds—100 tonnes; Sodium Bi-sulphate (by-product) 
—2<> tonnes—(NA) 

M/* Allied Resins & Chemicals Ltd; 13-Camac Street, 
Calcutta. -(24-Parganas, West Bengal)—Alpha Picoline—130 
tonnnes (for captive use): Vinyl Pyridine Monomer—150: 
tonnes; Vinyl Pyridine Latex—250 tonnes—(NA) 

M s SudarshanChemical Industries Pvt Ltd; 162, Wellesley 
Road Poona.—(Colaba-Maharashtra)—Naphthols—300 tonnes; 
Fast Colour Bases—300 tonnes- (NA) 

Mr Shyam Sundar Kanoria, 16-A, Brabourne Road, Cal¬ 
cutta-1.—(Uttar Pradesh)—Citric Acid from Cane Molasses— 
3,000 tonncs-(NU) 

M/s Sudarshan Chemical Inds Pvt Ltd; 162, Wellesley, 
Road, Sangam Bridge, Poona.—(Colaba-Maharashtra)—Ben 
Acid- 600 tonnes- (NA) 

Mr R.K. Jhunjhunwala, Jai Bhavan, Rah-E-Raza, Rampur. 
—(Rampur-Uttar Pradesh)—Furfural Aldehyde*—6000 tonnes; 
Methanol (Byc-product) —600 tonnes; Ethanol—120 tonnes— 
(NU) 

Mr Pravinchandra Laxmichand Shcth c/o Paradise Textile 
Industry, Suryodaya Mills Company, Bombay.—(Panchmahal- 
Gujarat)—Electrolytic Manganese Dioxide—2500 tonnes; Che¬ 
micals Manganese Dioxide—1500 tonnes—(NUJ 

Mr M.C. Menon, 12, Venus Colony, Alwarpct, Madras.*- 
(Ernakulam-Kerala)—White Phosphorous—2500 tonnes—-(NU) 
M/sBharatpur Oxygen Pvt Ltd;Bagaria Bhawan, 4 C Scheme, 
Jaipur.—(Bharatpur-Rajaslhan)—-Nitrogen Gas—0.45 MCM— 
(NA) 

M/s The Melal Powder Co Ltd; Maravankulam, Pudungar 
P.O., Thirumangalam, Madurai.—(Madurai-Tamil Nadu) - 
White Phosphorous- -1500 tonnes—(NA) 

M/s industrial Chemicals Ltd; 175/1, Mount Road, Madras. 
—(Tirunelvcli, Tamil Nadu)—Vinyl Acetate Monomer—5000 
tonnes—(N A) 

The Indian Link Chain Manufacturers Ltd; Lai Bahadur 
Shastri Marg, Bhandup, Bombay,-—(Aurangabad. Mahara¬ 
shtra)—H Acid -180 tonnes; Peri Acid, Laurant Acid, Chi¬ 
cago Acid, Clevcs Acid and Phenyl Peri Acid—120 tonnes—(NA) 
Drugs Sc Pharmaceuticals 

The Nila Products Ltd: 98, Dadasahcb Phalke Rd:Bom- 
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bay—(Bombay-Maharashtra)—Mcrobromin—36 tonnes—(SE) 
M/s Unichem Laboratories Ltd; Prabhat Estate, S. V. 
Road, Jogeshwari (West), Bombay—(Jogeshwari, Botnbay, 
Maharashtra)—Clenidine Hydro Chloride—12 Kgs; Tattlers 
and Capsules based on the above it*ms—250 lakh nos~-<NA) 
M/s Euphoric Pharmaceuticals 923, Hamilton Road, Delhi— 
(Broach, Gujarat)—Chlorequin Phosphate—20 tonnes—(NU) ' 
The Chemicals Industrial & Pharmaceutical Laboratories 
Ltd; 289, Bellasis Road, Byculla, Bombay—(Bombay-Maha- 
rashtra)—Larpose Tablets—20 mill, nos; Larozepam (Bulk 
Drugs) -40 Kgs- -(NA) 

M/s Ranbaxy Laboratories Ltd; Okhla, New Delhi— 
(Delhi)—Formulations based on Erythromycin Corresponding 
to the basic drug content of—1,500 Kgs; Lincemycin corres¬ 
ponding to the basic drug content of—1,000 Kgs—(NA) 

M/s Euphoric Pharmaceuticals, 923, Hamilton Road, Delhi 
—(Broach-Gujarat)—Analgin (Basic)—100 tonnes—(NU) 

M/s P & B Laboratories (P) Ltd; 11-Chakravrati Ashok Rd; 
Kand ivl i East, Bombay—(Gujarat) Chloramphenicol—30 
tonnes; Chloramphenicol Palmilate—15 tonnes—(NU) 

Textiles 

M/s international Angora Breeding Farm, P.O. Mehal, 
Kulu—(Kulu-Himachal Pradesh)—Angora Yarn—72 spindles 
producing 10,000 Kgs of Angora Yarn—(NU) 

Mr Dinesh Mills Ltd; Post Box No. 65, Padra Rd: 
Baroda—(Baroda-Gujarat)—Worsted Yarn & Fabrics—*1,200 
spindles Sc 20 looms—(SE) 

M/s Orissa Textiles & Steels Ltd; Naya Bazar, Cuttack— 
(Dhankanal, Cuttack, Orissa)—Processing—270 lakh Metres of 
cloth; Yam Dyeing—300 tonnes—(NA) 

Paper & Pulp 

Mr K. Ramakrishna. Post Kodur, Cuddapah -(Rajampet, 
Cuddapah, Andhra Pradesh)—Writing. Printing, Manifold 
Kraft and Corrugating Papers—4,500 tonnes—(NU) 

Mr K.K. Gocnka, l-A, Alipur Avenue, Calcutta—(Raipur- 
Madhya Pradesh) —Kraft and other Industrial Papers—6,000 
tonnes—(NU) 

Mr Satya Prakash, Flat No. 1, Yashwanl Place, Chanakya 
Puri, New Delhi—(Bulandshahar-UP)—Printing, Writing and 
Wrapping Paper—45,00 tonnes—(NU) 

Mr Nand Kishorc Daga, c/o M/s Daga Sc Co (P) Ltd; 
16, Hare Street, Calcutta—(Bilaspur-Madhya Pradesh)—Wrap¬ 
ping Sc Packing Paper—6,000 tonnes—(NU) 

M/s Century Pulp (Prop The Century Spinning & Mfg Co 
Ltd), 11-Owners Court, Mayfair Road, Calcutta-19—(Nuini- 
tal-UP)—Newsprint- 20,000 tonnes; White Printing Paper — 
20,000 tonnes; Rayon Grade Pulp—20,000 tonnes—(NU) 

Mr Nirmal Kumar Jhunjumvala, 8-Old Court House 
Street, Calcutta—Saugar—Madhya Pradesh)—Writing & Prin¬ 
ting Paper—6,000 tonnes—(NU) 

M/s H. L. Mehra Forest Industries (P) Ltd; 364-R, Model 
Town, Yamuna Nagar—(Sirmur—Himachal Pradesh)—Sack 
Kraft Paper—10,000 tonnes—(NU) 

Mr Ramanand Sagar, Sagar Villa, Road, No, 12-A, Juhu 
Parle, Bombay—(Jammu--J Sc K)—Kraft Paper—20,000 ton- 
nes—(NU) 

Sugar 

Director of Industries, Government of Manipur, Imphal— 
(Manipur)— Sugar—1,250 tonnes of Cane Crushing capacity 
per day—(NU) 

Food Processing Industries 

Mr T. N. Kesava Pillai, Edaratb House* Desam P;CL, 
Alwaye, Kerala—(Allcppcy-Krrala)*—Maize Products—15,000 
tonnes in terms of Maize—-(N(J) 

Mr Harichand Goyal, c/o Roadmaster Industrie* of India 
Pvt Ltd; Raipura—(Faridkot-Punjab)—Baby Pood—2 500 ton- 
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nes; Milk Powder—1000 tonnes; Malted Milk Pood—500 ton- 
iMws-(NU) ■ 

Pr Raman C. Amin, Bhagwati Niwas, 48, Alta Mount 
Road, Bombay—(M/s Sidvjk Proteins Ltd), (Gujarat)—High 
Protein Defatted Flour—15,000 tonnes in terms Of Soya 
Beans—(NU) 

Vegetable Oils St Vanaspati 

Mr G. K. Mangaraj. Post Box No. 508, Gandhinagar, 
Vijayawada—(Poorna Oils & Industries Ltd) (Prakasam- 
Andhra Pradesh)—Cotton Seed Oil by Expeller Process- 
30,000 tonnes—(NU) 

Cement & Gypsum Products 

M/s Rock Cement (India) Pvt Ltd; E-2/4, Vasant'Vihar, 
New Delhi—(Dehradun-Uttar Pradesh)—Portland Cement - 
1 lakh tonnes—(NU) 

Timber Products 

Shri Barkat Ram, F-223, New Rajinder Nagar, New Delhi— 
(Dharampur—HP)—Fibre Board—9,000 tonnes—(NU) 
Change in Names of Owners or Undertakings 

(Information pertains to particular licences only) 

From Government Ceramic Centre; Madras to M/s Tamil- 
nadu Ceramics Ltd; Madras. 

From Mr S. M. Maricar to M/s Patel Maricar Oxygen Pvt 
, Ltd; Bombay. 

From M/s Rockwell India Ltd to M/s Ralli Machines Ltd; 
Bombay. 

From M/sMacneill & Barry Ltd to M/s Macnciil & Magor 
Ltd; Calcutta. 

From M/s Pidichem Pvt Ltd; Bombay to M/s Kondivita 
vt Ltd; Bombay. 

From Mr Parmcshwar GauriduU Mittal to M/s Aurangabad 
Paper Mills Pvt Ltd; Bombay. 

From M/s Sarabhai Chemicals to M/s Sarabhai Chemicals 
Pvt Ltd; Baroda. 

From M/s Sarabhai M. Chemicals Pvt Ltd. to M/s Telerad 
Pvt Limited., Bombay. 

From M/s Andhra Pradesh Industrial Development Corpn 
Ltd; Hyderabad, to M/s Solid State Devices India Ltd; 
Hyderabad 

From M/s Standard Minerals Product Pvt Ltd; N-Delhi. 
to M/s SMP Pvt Ltd; New Delhi. 

From Vita lone Research Institute; Madras, to M/s Cotan- 
das Fatehchand & Vimla Murthy, Madras. 

From M/s Jindal Industries Pvt Ltd; Hissar. to M/s Jindal 
Industries Ltd; Hissar. 

From M/s Cleanfoods Corpn; Bangalore, to M/s Clean 
Foods Corporation Ltd; Bangulore. 

From M/s Port Engineering Works; Calcutta, to M/s 
Hooghly Docking & Engg. Co Ltd; Calcutta. 

Llcmcai Revoked, Cancelled or Surrendered 

(Information pertains to particular licences only) 

M/s J.K. Electronics, Kanpur.—Radio Receivers—(Revo¬ 
ked) 

M/rAgra Tannery, Agra.—Vegetable Tanned Sole Leather 
—(Cancelled) 

M/s Blue Star Limited, Bombay.—Testing Machines— (Re¬ 
voked) 

M/s Reliable Engineering Works (Prop. Reme Pvt Ltd;) 
New Delhi.—Hydraulic Pumps, Cylinder, I 'etc—(Revoked) 

M/a Indian Plastic Ltd; Bombay.—'G* Marconi Radio 
Receiver; and Radio Receivers RCA Brand.—(Revoked) 

M/s The Standard Mills Co Ltd; Bombay.—Cotton Yam 
—(Cancelled) 

Letters uf lntent Lapsed, Cancelled or Rejected 

(Information pertains to particular letters of intent only) 

. Mr Rajaram Vithal[Radu, Chief Promoter, proposed 


Parashuram Sahakari Sakhar Karkhane Ltd: Ratnaciri.—Sugar 
—(Cancelled) 

Mr L. N. Mittal, Calcutta.—Cast Iron & Steel Rolls— 
(Cancelled) 

Mr Krishnarajendra Mills Ltd; New Delhi.—Finished 
Lea ther—(Cancel led) 

M/s United Lamp Co., Hong Kong House, 1st Floor, 
Calcutta.—GLS Lamps—(Lapsed) 

Mr Nirmal Kumar Jain, Harakchand Flour Mills, Sitapur. 
—Glazed Walls Tiles—(Cancelled) 

M/s National Rubber Manufacturers Ltd; 60-B, Chourin- 
ghee Road, Calcutta.—Textile Reinforced Rubber Conveyor 
Belting & Steel Cord Rubber Conveyor Belting—(Cancel¬ 
led) 

Mr Rustom Ali, M/s Assam Flour Mills, P. O. Dhubri, 
Goalpara.—(Assam)—Wheat Products.—(Lapsed) 

Mr Rai Sahib Krishan Lai Johar, Mg. Dir.. M/$ D.C. 
Johar & Sons (P) Ltd; Coimbatore.—Calcium Carbonate— 
(Lapsed) 

Mr Punam Chand Rathi, Rathi Market, 3rd Floor, Nai 
Sarak, Delhi-6.—Calcium Carbide—(Lapsed) 

Dr M. Habibullah, Mg. Dir., Jammu Sc Kashmir State 
Industrial Development Corpn Ltd; Srinagar.—(Cancelled) 
M/s Siddhomal & Sons, 49, Sutar Clmwl, Bombay.-— 
Oxygen & D/Acetylene Gases—(Lapsed) 

Mr C.L. Avadhani, Governor Pet, Vijayawada-2.—Indus¬ 
trial Gases.—(Cancelled) 

Mr Ram Niwas Gupta, 115-D, Kamla Nagar, Delhi-7.— 
Oxygen Gas—(Cancelled) 

M/$ Haryana State Industrial Development Corpn. Ltd; 
Chandigarh.—(Haryana)—Cigarettes—(Cancelled) 

Mrs Urmil Gupta, C-4/102: Safdarjang Dev. Area, New 
Delhi.—Crimping Machines—(Lapsed) 

Mr D.K. Goyal, c/o M/s G.T. Industrial Gases, Ujhani, 
Budaun, UP.—Oxygen Gas—(Cancelled) 

Mr G. K. Saraf, 24/157, Shakti Nagar, Delhi—Hand 
tools—(Cancelled) 

M/s Punjab Gases, 18/78, Punjabi Bagh. New Delhi.— 
Oxygen Gas—(Cancelled) 

The Simbhaoli Industries Pvt Ltd; Meerut—Glass Bottles— 
(Lapsed) 

Mr Gautam Kumar, Krishan Bhavan Delhi.—Glass Bot¬ 
tles -(Cancelled) 

Mr La lit Kumar Agarwala, P O. Demchauck, Hazaribagh. 
Bihar.—Machine Made Glass Bottles—(Cancelled) 

M/s Excelsior Plants Corpn Ltd; G-595. Defence Colony, 
New Delhi.—Excavators (EO-4 Type)—(Cancelled) 

M/s Friends Belting (P) Ltd: Sadar Bazar, Delhi-6.—Con- 
yor Beltings, Fan & V-Belts—(Cancelled) 

M/s Shri Ambica Machinery Manufacturer (A division of 
Shri Ambica Mills Ltd.), Ahmedabad.—Automatic Lap For¬ 
mers & Combing Machines—(Cancelled) 

M/s Shri Ambica Mills Ltd; Kankaria Loco Siding. P. B. 
No. 11 2, Ahmedabad.—Automatic Screen Printing Carnages 
—(Cancelled) 

Mr Pannalal Mundra, JI3-Manohar Das Katra, Calcutta. 
—Capacitors—(Lapsed) 

M/s Chemo Gas Supply, Darukhana, Magazin St; Bombay, 
—Industrial Gases—(Lapsed) 

M/s Indo Alloy Limited. N-141, Greater Kailash-I, New 
Delhi.—Alloy Steel Castings—(Cancelled) 

M/s India Meter Ltd; Plot No. 14, Industrial Estate 
Ambattur, Madras.—Variable Gang Condensers—(Lapsed) 

Mr VJ. Jayaraman, B. Sc,, B.S,. Textile Engg, 9-A.T.S, 
Colony, Coimbatore.—Shearing & Croppin Machines—(Can¬ 
celled) 



477 


SEPTEMBER 5, 1975 




STATISTICS 


Follow-up of 
bank credit 


The study Group set up 
by the Reserve Bank for fram¬ 
ing guidelines for follow-up of 
bank credit (Chairman: Mr 
Prakash Tandon), in its final 
report submitted to the 
Reserve Bank, has identified 
what constitutes the working 
capital requirement of indus¬ 
try which banks should 
finance, how the quantum of 
bank advance is to be deter¬ 
mined and what is the end- 
use of credit. It has also made 
recommendations for (i) evolv¬ 
ing norms for build-up of 
current assets and debt-equity 
ratio to ensure minimal de¬ 
pendence on bank finance, (ii) 
improving the manner ana 
style of lending, (iii| evolving 
an adequate planning, assess¬ 
ment and information system, 
and (iv) ensuring a disciplined 
flow of credit to meet the 
genuine production needs and 
its proper supervision. The 
major recommendations made 
by the study group are sum¬ 
marised below: 

Norms for Inventories 

Norms representing the 
maximum levels for holding 
inventory and receivables in 
each industry have been sug¬ 
gested for 15 major industries 
—cotton and synthetic texti¬ 
les, man-made fibre, jute tex¬ 
tiles, rubber products, ferti¬ 
lisers., pharmaceuticals, dyes/ 
dyestuffs, basic industrial 
chemicals, vegetable/hydro¬ 
genated oils, paper, cement, 
automobiles and anciilaries, 
engineering consumer durables, 
engineering anciilaries (other 
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than automobile anciilaries) 
and component suppliers, and 
machinery manufacturers and 
other capital equipment sup¬ 
pliers (other than heavy en¬ 
gineering). 

While pointing out that 
the norms cannot be abso¬ 
lute or rigid and that 
deviations may be visualised 
in certain circumstances (e.g. 
bunched receipt of raw mate¬ 
rials, power cuts, strikes and 
transport delays), the study 
group emphasises that delay¬ 
ed payments by government 
agencies and sometimes by 
large private sector units can¬ 
not be treated as circumstances 
warranting deviations and the 
matter should be tackled at 
the sources rather than throw¬ 
ing upon the banking system 
the burden of providing ad¬ 
ditional credit. It observes 
that the Reserve Bank should 
discuss the matter with govern¬ 
ment agencies and the Bureau 
of Public Enterprises and that 
government and public enter¬ 
prises should set an example 
in prompt payments. 

Stipulated Period 

It is also emphasised 
that concessions under the 
criteria for deviating from 
norms should not be ex¬ 
pected as a matter of course 
but must be fully justified. 
Deviations should be for 
known specific circumstances 
and situations (which should 
be recorded) and allowed for 
agreed periods which should 
be relatively short. 

Norms should apply to all 
industrial borrowers, m both 
private and public sectors/ in¬ 
cluding small scale industries, 
with aggregate credit limits 
from the banking system in 
excess of Rs 10 lakhs and ex¬ 
tended to smaller borrowers 


progressively as early as possi¬ 
ble. As for the industries hot 
covered by norms at present, 
the purpose and spirit behind 
the norms should be kept in 
Vjew when extending credit. 
All credit limits should be 
considered in the light of the 
norms and, where the levels 
of inventory and receivables 
are excessive, they should be 
reduced, bringing down also 
the dues to the bank and/or 
Other credit. 

The process of adjust¬ 
ment of inventories and 
receivables should be comple¬ 
ted in about two months, 
other things being equal. In 
the event of default, as a first 
step, the bank should charge 
higher rate of interest. But 
even charging of a higher rate 
of interest should not give a 
permanent immunity to the 
customer from conforming to 
norms and some further action 
should be considered. 

Working Capital Gap 

The working capital gap, 
viz. the borrower's require¬ 
ment of finance to carry cur¬ 
rent assets (based on norms) 
other than those financed out 
of his other current liabilities, 
could be bridged partly from 
his owned funds and long- 
term borrowings and partly 
by bank borrowings. The 
maximum permissible level of 
bank borrowings could be 
worked out in three ways. 

In the first method, the borro¬ 
wer will have to contribute a 
minimum of 25 per cent of the 
working capital gap from 
long-term funds, i.e, owned 
Rinds and term borrowing. In 
the second method, the borro¬ 
wer will have to provide a mini¬ 
mum of 25 per cent of total 
current assets from long-term 
funds. In the third method, 
the borrower’s contribution 
from long-term funds will be to 
the extent of the entire core 
current assets, as defined, and 
a minimum of 25 per cent of 
the balance of current assets. 
A beginning may be made 
with the first method, placing 
all borrowers in this method, 
within* period of about one 
yesar, ana the Reserve Jfamk : 
may review the system and 
chalk ant a thither pro¬ 


gramme for switch over to the 
second and third methods,\iu 
stages, in the ji^tt of the dr* 
curastances then 


The Liberal Approacti 

The liberal approach mJder 
the first method has been sug¬ 
gested as the first step, parti¬ 
cularly to facilitate Stwkd&i 
structuring of new companies, 
setting up projects in back* 
ward areas and also for flexi¬ 
bility in restructuring of exist¬ 
ing companies with weak finan¬ 
cial base. Banks will work; out 
the position of existing custo¬ 
mers and any excess ever the 
finance to which a borrower 
would be eligible under the 
new formula will have to be 
reduced progressively by 
transferring the excess to a 
term loan amortised over a 
suitable period. 

While funding new pro¬ 
jects. the term-lending - institu¬ 
tions may provide for margins 
on the basis of the recom¬ 
mended proposals and the 
bank which is to finance the 
working capital requirements 
should be associated at this 
stage in determining the work¬ 
ing capital and margin re¬ 
quirements. In respect of old 
units, uhere a part of the 
present cash credit borrowing 
is transferred to a term loan, 
to bring the borrowings in line 
with the recommended pro¬ 
posals, the funded debt and 
equity relationship may not 
immediately conform to the 
norms of term-lending institu* 
tions. In these cases, borro* 
wersmay have to be given 
time to bring the position to 
normal, but the total outside 
liabilities to owned funds re* 
lationship will have to be ac¬ 
ceptable tobanks. 

A request for additional 
credit on a regular basis from 
a borrower who already has 
an excess borrowing under 
any of the three •mo&edt tnaty 
be considered provided the 
borrower brings in matching 
contribution required tsfidgr 
the crieveht method of jehd* 
Iitg- Inveiyexceptional cates, 
however, banksman * 
.termtom Jot*0 
a thaw 

short pefw‘. -ajwdi, 
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borrower is sufficiently 
food. 

If the additional fund need 
is for a short duration for 
specific transactions/eontracts, 
the bank may consider giving 
additional credit for such 
needs without insisting on 
matching contribution, on 
the clear understanding that 
the borrower would return to 
the stage as in the relevant 
method of lending within the 
stipulated period. Borrowers 
having excess borrowing in 
relation to inventory norms 
will not be eligible for ad¬ 
ditional limits on a regular 
basis until such time as the 
current assets are brought 
down to the required levels. 

The annual credit limit 
may be bifurcated into a loan 
comprising the minimum level 
of borrowing throughout the 
year and a demand cash 
credit to take care of fluctuat¬ 
ing jequirements, both being 
reviewed annually. Then op- 
erations in the cash credit ac- 
I count will be regulated on 
Fthe basis of the proposed 
I quarterly budgetary reporting 
■ (information) system. A part 
of the total credit requirement 
within the overall eligibility 
may also be provided by way 
of bill limits to finance seller's 
receivables. Receivables should 
be financed as far as possible 
by way of bills rather than 
cash credit against book debts. 
Banks may also consider 
financing the purchaser by 
way of bills. 

Mechanics of Lending 

The proposed system of 
lending and the style of credit 
may be extended to all borro¬ 
wers having credit limits in 
excess of Rs 10 lakhs from the 
banking system, while the in¬ 
formation system may be in¬ 
troduced, to start with, in res¬ 
pect of borrowers with limits 
of Rs 1 crore and above from 
the entire banking system and 
then extended progressively 
to others. 

Actual drawings within the 
sanctioned limit will be deter¬ 
mined by the customer's in¬ 
flow and outflow of funds as 
reflected in the quarterly 
Binds flow statement and the 
permissible level of drawing 


will be the level as at the end 
of the previous quarter plus or 
minus the deficit or surplus 
shown in the funds flow state¬ 
ment. Within the overall per¬ 
missible level of drawing, the 
day-to-day operations in the 
account will be regulated on 
the basis of drawing power 
(subject to the margins stipu¬ 
lated by the banker against 
the different components of 
inventory and receivables), as 
per the monthly stock state¬ 
ments which will continue to 
be submitted. 

Supervision and Control 

A bank has to follow up 
and supervise the use of credit 
to verify first, whether the as¬ 
sumptions of lending in re¬ 
gard to borrower's operations 
continue to hold good and 
second, whether the end-use is 
according to the purpose for 
which the credit was given. If 
the banker is to get away from 
security-oriented lending to 
production-related credit with 
security serving a subsidiary 
but necessary role, he will 
have to be in close touch with 
the borrower's operations. He 
may stipulate certain minimum 
terms and conditions relating 
to matters having a material 
impact on the funds flow of 
the borrower. 

After the close of each 
year, detailed credit Analysis 
should be done as in res¬ 
pect of new advances, when 
the banker will re-examine the 
terms and conditions and 
make necessary changes. 
Stock inspection poses pro¬ 
blems particularly in large in¬ 
dustries. In such cases, there 
is no alternative to depending 
on financial follow-up. Mana¬ 
gerial competence is an impor¬ 
tant factor in the efficiency of 
operations, reflected in profi¬ 
tability and working capital 
and financial management. 

The banker should keep in 
mind that appraisal of manage¬ 
ment may be essential paiti- 
cularly in view of the new 
emphasis placed on viability 
and development rather than 
on security alone. Companies 
in the same industry could be 
grouped under three or four 
categories, say according to 
size of sales and the group- 
wise financial ratios compiled 


by the Reserve Bank for fur¬ 
nishing to banks. In making 
inter-firm comparisons, besides 
examining financial and operat¬ 
ing ratios, certain productivity 
ratios may also be examined 
to determine labour efficiency, 
capital efficiency and fixed 
assets efficiency. For the pur¬ 
pose of better control, there 
should be a system of borrower 
classification in each bank. 

The only feasible manner in 
which the banker can satisfy 
himself in regard to end-use 
of funds would be to ensure, 
by calling for appropriate op¬ 
erational data and figures re¬ 
lating to financial position at 
periodical intervals, that the 
borrower’s current ratio and 
the respective shares of bank 
finance and borrower's long¬ 
term funds in meeting his 
working capital gap do not 
change adversely. Apart from 
the current ratio, the bank will 
also have to look to the debt- 
equity ratio. 

While financing trade, the 
banks should keep in view, 
inter alia, the extent of owned 
funds of the borrower in re¬ 
lation to the credit limits 
granted, the annual turnover, 
possible diversion to other 
units or uses and how much 
is being ploughed back from 


profits into the business. They 
should avoid financing of 
goods which have already 
been obtained on credit. The 
possibility of switching over 
from credit sales to cash sales, 
wherever possible, in both 
private and public sectors, 
should .be examined, or at 
least the credit period allowed 
by sellers should be progres¬ 
sively reduced, in order to 
shorten the transaction cycle 
and enable bank funds to ac¬ 
hieve a larger multiplier. 

In the case of consortium ad¬ 
vances or financing of a bor¬ 
rower by more than one bank, 
the concerned banks should 
evolve a procedure to ensure 
a uniform handling of the ac¬ 
count in conformity with the 
inventory and receivables 
norms and the financial dis¬ 
cipline suggested. 

The study group has em¬ 
phasised that the change-over 
recommended by it should be 
effected with a minimum of 
inconvenience to the banker 
and customer. In the opinion 
of the group, there should be 
total commitment of the top 
management in each bank to 
the new approach. Extensive 
training facilities in credit ap¬ 
praisal should be provided for 
bank staff at all levals, with 
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particular emphasis on the 
suggested information system 
and handling of inventory 
and receivables norms. 

Inventory/receivable norms 
should be given effect to im¬ 
mediately, while action should 
be initiated to implement the 
new approach to lending with¬ 
in the time-bound schedule as 
proposed by the study group. 
Steps should be taken simul¬ 
taneously to introduce the 
suggested information system 

Foreign 
exchange 
remittances 
from abroad 

There are a large number of 
Indian citizens and aliens of 
Indian origin living abroad 
who are in a position to save a 
great deal of money. A large 
number of them are also quite 
wealthy and many of them 
would appear to be interested 
in keeping a portion of their 
savings and wealth in India, 
particularly in the context of 
uncertain political conditions 
prevailing in the country of 
their domicile. 

The ministry of Finance 
has recently been examining 
the various suggestions to 
mobilise the savings of non¬ 
resident Indians and aliens of 
Indian origin living abroad, 
to facilitate investment in 
India by these people, and to 
improve remittances from 
Indians earning abroad. 

Government has now deci¬ 
ded to take some measures in 
this regard which arc high¬ 
lighted below:— 

To allow the opening 
of Non-Resident (External) 
Accounts designated in select 
convertible currencies by Non - 
Resident Indians and aliens of 
Indian origin. 

The Reserve Bank of India 
already permits Indian banks 
to keep-Non-Resident (Exter¬ 
nal) Accounts in which the unit 
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for all industrial borrowers 
with limits aggregating Rs 1 
crore and above from the 
banking system and the pro¬ 
cess completed within six 
months. Banks should utilise 
this transitory period for con¬ 
ducting training sessions for 
their operating officials. Each 
bank should conduct banker— 
borrower seminars to create 
un understanding between the 
operating officials in the res¬ 
pective banks and their 
customers. 

of account is the Indian rupee. 
The capital and interest earn¬ 
ed on these accounts are freely 
repatriable at the prevailing 
rate of exchange. Investments 
from these accounts can how¬ 
ever be made only in such areas 
as Units, National Saving Cer¬ 
tificates, government securi¬ 
ties, etc. Earnings from these 
investments as also the matur¬ 
ing amounts are repatriable. 
Interest e.irncd from Non-Resi¬ 
dent (External) Accounts arc 
tax free. These accounts can 
be held only by non-rcsidcnt 
Indians or aliens of Indian 
origin and not by other fore¬ 
igners. The growth in respect 
of these accounts may be seen 
from the following tabic :— 


Dale 

No of 
Accounts 

Balance 

31712.71 

m\~ 

Rs ~6.08 “ 

31.12.72 

8736 

crores 
Rs 12.49 

31.12.73 

13663 

crores 
Rs 21.32 

30.6.74 

15598 

crores 
Rs 22.61 

31.12.74 

20000 

crores 
Rs 28.03 


crore s 


Since these external ac¬ 
counts are designated in Indian 
rupees, the exchange risk is 
borne by the depositor. Many 
Indians abroad have indicated 
that this exchange risk is a 
serious disincentive to keep¬ 
ing their money in India. It is 
true that customarily the ex¬ 
change risk is borne by the 
borrower and not by the len¬ 
der. The borrowings of the 
government of India from 
abroad are always designated 
in foreign currencies, and the 
exchange risk is borne by the 
government of India. 

The government have now 


decided therefore to allow the 
opening of Non-Resident (Ex¬ 
ternal) Accounts designated in 
select convertible currencies. 
The rates of interest on these 
accounts will be the same as 
those applicable to the rupee 
accounts. Both the principal 
and interest will be reptariable 
and the interest earned will be 
tax free. Since this decision 
of the government removes 
the exchange risk from the de¬ 
positors, we expect a big spurt 
in the convertible currency 
deposits. 

FERA Control 

At present all foreign in¬ 
vestments in India are regula¬ 
ted under FERA which makes 
no distinction between non¬ 
resident Indians and foreig¬ 
ners. Foreigners are allowed 
to invest only in areas calling 
for technology not available in 
the country and in areas with 
high export potential. The 
only conce*sion we give to 
non-resident Indian is that if 
he undertakes to repatriate 
neither the capital nor the 
dividend he is treated as an 
Indian and allowed to invest 
freely like an Indian. If he 
wishes to repatriate either the 
capital or the dividend then 
he is like a foreigner and has 
to be governed by the provi¬ 
sions of FERA. 

Considering the need to 
stimulate investment in 
India, the government have 
now decided that non¬ 
resident Indians may be allow¬ 
ed to invest in a wide range 
of permitted industries in rela¬ 
xation of the provisions of 
FERA. The non-resident 
Indians will not however be 
allowed to acquire more than 
20 per cent of the share capital 
of any venture. The list of 
industries in which investment 
will be allowed without any 
cumbersome regulations is un¬ 
der preparation and will be 
released shortly. 

At present the holders of 
Non-Resident (External) Ac¬ 
counts are allowed to invest 
in the Units of Unit Trust of 
India. The sale proceeds of 
the units and the dividend 
earned by the units are repa¬ 
triable. The dividend income, 
however, is tax free only upto 
the limit of Rs 5,000 and in¬ 


480 


comes in excess of that are 
taxable. The Government 
have now decided to make the 
entire dividend income from 
units purchased from Non-Re¬ 
sident (External) Accounts 
tax free. A similar concession 
is available in respect of inte¬ 
rest earned on Non-Resident 
(External) Deposits. It is hop¬ 
ed that this concesston will 
result in a spurt of Unit hold¬ 
ings by non-resident Indians. 

A large number of highly 
qualified Indian professionals 
such as doctors, engineers, and 
scientists go abroad every year 
seeking high paid jobs. Since 
the Indian society and the 
Indian government invjr con¬ 
siderable monetary and non¬ 
monetary costs in training 
these professionals, it is natu¬ 
ral to expect that they should 
remit at least 5 to 10 per cent 
of their earnings to India 
through legal channels. Gov¬ 
ernment considered the idea of 
stipulating that passports can 
be renewed and counselor ser¬ 
vice offered to Indians abroad 
only on their producing do¬ 
cumentary evidence regarding 
their remittances to India. 

Stringent Measures 

It has, however, decided in 
the first instance to persuade 
the Indian prefcssionals going 
abroad or already staying 
abroad to enter into a contract 
with the government of India 
agreeing to remit 10 per cent of 
their earnings to India through 
legal channels. This will be 
applicable in respect of those 
who earn incomes higher than 
$12,000 per year. Based on 
the result of this exercise, a 
decision will be taken whether 
the more stringent measure of 
amending the passport legisla¬ 
tion need to be resorted to. 

The stringent measures 
taken by the government ag¬ 
ainst amuggling and foreign 
exchange racketeering have 
already resulted in a steep 
increased the inward remit¬ 
tances through legal channels. 
These measures will be kept up. 
Combined with the incentive 
offered, wc believe that the 
flow of foreign exchange from 
non-resident Indians abroad 
into India will increase several¬ 
fold. 
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Foreign collaborations 

Seventy cases of foreign collaborations were approved by the government of India during the period April-June 1975. Out of 
these sixty-two cases were for technical collaboration and the other eight cases involved financial participation also. The collabo¬ 
rating countries and number of collaborations were : Federal Republic of Germany 19, Switzerland 14, the United Kingdom 13, 
the United States 8, Japan 5, France 3, Canada 2 and Austria, Belgium, Sweden Czechoslovakia, Holland and Finland one each. 


SI. No, Name of the Indian company Name of the foreign collaborator Item of manufacture 


India—Austria 

1. M/s. Bearings and Bushings Corpora- N/s Miba Gleitlager, AG, 
tion, MIDC, Industrial Area, Shiroli, A-4663, Leakirchen, Austria 
Foona-Bangalore Road, Shiroli 

(Kolhapur). 

India—Belgium 

2. M/s. Allied Resins and Chemicals Limited, M/s U.C.B. Bruxelles, Belgium. 
13, Camac Street, Calcutta-17. 


3. M/s Sudeep Electronics & Engineering 
Pvt Ltd, 306, Loha Bhavan, 

P.D’mello Road, Bombay. 

4. M/s Indian Explosives Ltd, 

34, Chowringhee, Calcutta-700016. 


5. M/s Vibgyor Dye-Chem Industries 
Limited, 36/13, Easwaran Koil Street, 
Erode. 


6. M/s Fertilisers & Chemicals Travancore 
Ltd. Ellor, Udyogmandal, 

P.O. Kerala State. 

7. Mr Nirmal Chandra Mandal, 

Managing Director, 

Bharat 2M Processing Industries Limited, 
Beliatore, P.O. Beliatore, 

Dist. Bankura (W.B.) 

8. Mr R. D. Bhagat 54, Janpath, New Delhi. 

(F) 

9. M/s Ishtpal Singh, F-28, Hauz Khas 
(F) Enclave, New Delhi. (KFTZ case) 

10. M/s Continental Electronics Industries 
Limited, Herald House, 

Bahadur Shah Zafar Marg, 

New Delhi-110001. 

(Composite case) 

11. M/s Hivelm Industries Limited, 

‘A* 5 & 6, Industrial Estate, Guindy- 
Madras-600032. 

12. M/s Bird & Company Pvt Ltd, 

Process Engg. Division, Dakhindari, 

Calcutta-48 


India- Canada 

M/s Conway Electronics Pvt Ltd, 

88, 90 Arrow Road, Western Ontario. 
Canada. 

M/s Canadian Industries Ltd 
630, Dorchester Boulevard, West 
Montreal. 101, Quebec, Canada. 

India—Czechoslovakia 

M/s VCHZ SYNTHESIA N.P. 
Pardubice, Czechoslovakia. 


India—Federal Republic of Germany 


M/s. Mever Roth & Pastor Haschnen, 
fabrik GmbH, P.O. Box 510829, D-5000 
Koln 51 (Radcrberg), Federal 
Republic of Germany. 

M/s Arno Apel OHG, 8641, Emberalhof 
(Oberfranken), Federal Republic of 
Germany. 

M/s BAC Import Export GmbH, 
Regensburg Corporation. Federal 
Republic of Germany. 

M/s W. Gunthers. Federal Republic of 
Germany. 


Bimetal bearings and bushes. 

Maleic anhydride. 

Fleclronic test and measuring equipment. 
Slurries explosives. 

Alphanaphth) lamine. 


Alloy Steel Chain Sling and Ship Chain 
etc. 

Porcelain gift articles. 

Finished leather and leather goods. 

Reed relays and switches. 


M/s Alcgemeine Elektricitate Gesellehaft 
AEC-Telefunkcn, Frankfurt am Main 
Federal Republic of Germany. 

M/s Deutsche Kollergeneratoren-und 
offenbau, GmbH 1, Berlin 10, 
Otto-suhr-Allec, Federal Republic of 
Germany. 
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Producer gas plants. 


— Contd . 
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M/s. Lurgi Chemie Und Hueltcntechnik, Caustic soda plantsjjp* 
3mbH, Frankfurt, Federal 


Republic of Germany. 
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Foreign Collaborations— Contd, 


13. M/s Bharat Heavy Electricals Limited, 
18-20, Kasturba Gandhi Marg, 

New Delhi 

14. M/s Bharat Heavy Electricals Limited, 
18-20 Kasturba Gandhi Marg, 

15. M/s Indian Petrochemicals Corporation 
Ltd., P. O. Jawaharnagar 

Dt. Baroda, Gujarat. 

16. M/s Industrial and Agricultural Engi¬ 
neering Co. (Bombay) Pvt Ltd, 
Bhandup, Bombay 

17. M/s Chatterjee Polk Pvt Limited, 

27 Brabourne Road, Calcutta. 

18. M/s Vacuum Plant and Instruments 
Mfg. Co. Ltd., P, O. Mundhawa, 
Poona-411036. 

19. M/s Associated Textile Engineers, 

(F) Prop. ATE Private Limited, 

43, Dr. V. B. Gandhi Marg, 

Fort, Bombay-400001. 

20. Mr. R. K. Sondhi, 90, Jor Bagh, 

(F) New Delhi (Composite Case) 

21. M/s Vulcan Laval Limited, 

Mustafa Building, 74, Sir P. M. Road, 
Bombay-400001. 

22. M/s New Allenberry Works, 

14/7, Mathura Road, Faridabad-121003 

23. M/s Hamtool Manufacturers Private 
Limited, 48, H, Main Road, Vyalikaval, 
Bangalore-560003. 

24. M/s Shriram Bearings Ltd, 

Post Box No. 1232 DCM Premises, 

Bara Hindu Rao, Delhi-6. 


25. Punjab State Industrial Development 
Corporation Limited, SCO 54-56 
Sector 17-A, Chandigarh 

26. Mr Suresh K. Shah, Ramon House, 

169, Backbay Reclamation, Bombay. 

27. M/s Apar Private Limited, 

184/185 Golf Links Area, P.B. No. 3004. 
New Delhi-110003. 

28. M/s Kanoria Chemicals & Industries 
Ltd, 16-A, Brabourne Road, 
Calcutta-700001. 


29. M/s Konkan Chemicals Pvt. Ltd., 

2-F, Court Chambers, 35, New 
Marine Lines, Bombay-400020 
(Composite case). 

30. M/s Expo Electronics Private Limited, 
10 Cdwasji Patel Street, Fort, 

Bombay. (EPZ Case). 

*P* indicates cases involving financial participation 
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M/s Siemens AG, Federal Republic of 
Germany. 

M/s Siemens AG, Federal Republic of 
Germany. 

M/s Krupp, Federal Republic of Germany 


M/s Siller & Jamart, 56, Wuppertal 2, 
Postfach 20 13 37, Horather 20-24, 
Federal Republic of Germany. 

M/s Philip Holzmann Aktiengescllschaft 
Frankfurt, Federal Republic of Germany 
M/s Leybold Heraeus GmbH and 
Company, 5, Koln 51, Postfach 510760 
Federal Republic of Germany. 

M/s Truetzschler Textilmachinen GmbH, 
Federal Republic of Germany. 

M/s Waltrade AG, Dusseldorf-4, 
Helmholtzstr. 28, Federal Republic of 
Germany. 

M/s Badische Maschinenfabrik GmbH, 

75, Karlsruhe 41, Postfach 410, 140, 
Federal Republic of Germany. 

M/s Zahnraderfabrik RENK 
AG, Federal Republic of Germany. 

M/s Heinrich Flotmain GmbH, 4690 
Horie, Flottmann Strasse 94, Postfach 
2404 :266, Federal Republic of Germany. 
M/s 1NA : Nadellager GmbH, Rheinstra- 
sse 17, Lahr/Schwarzwald, Federal 
Republic of Germany. 

India—Finland 

M/s OY W Rosenlew AB, Pori, Finland 

India—France 

M/s Forgevis, 120 Champs Elysees 
75, Paris 8, France. 

M/s Petrole-Chemie, 5 Rue Taylor, 

Paris (10), France. 

M/s Society Tolousaine De Products 
Chimiques" 

(1) Tolochimie, 27 Rue Joan 
Goujdn, Paris, France. 

(2) M/s Speichim, 106, Rue D’ 
Amsterdam, Paris, France. 

India—Holland 

M/s Stami Carbon of Holland. 


India—Japan 

M/s Japan Engineering Co., Ltd, Tokyo, 
Japan. 


4 

Industial drives systems and thyristor 
convertors. 

Thyristor devices and power diodes* 

Installation of standby compressors 
for the Aromatics project. 

Waste fuel firing equipment. 

Technical services for underground 
Railways. 

Oil sealed rotary high vacuum p*«mp$. 

Automatic bale pluckers, chute feeding 
to cards and allied equipments. 

Readymade garments. 

Plants, machinery and equipment for 
leather tanning and finishing. 

Gear couplings. 

Down the hole pneumatic grilling 
hammers. 

Ball bearings. 

Furfural. 

Automotive and allied castings. 
Polytetrafluoroethylene. 

Toluene diisocyanata etc. 

Phenol. 

Aluminium electrolytic capacitors. 
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31. M/s Expo Electronics Pvt Ltd, 

10, Cawasjee Patel Street, Fort, 
Bombay-400001. (EPZ Case) 

32. Mr R. Gupta, 32, Sahkar Building, 
B-Road. Churchgate, Bom bay-400020. 

33. Choksi Tube Co Pvt Ltd 

48, Mahatma Gandhi Road, Fort, 
Bombay-400023 

34. M/s Hindustan Machine Tools Limited, 
36, Cunningham Road, 

Bangalore-560052. 

35. Mr. C. S. Sanghavi, S/68. Industrial 
Estate Bapunagar, Ahmedabad-23. 

36. M/s Tamilnadu Fluorine and Allied Che¬ 
micals Limited, P. B. No. 51, Madurai- 
62 5002, Tamil Nadu. 

37. M/s G. R. Engineering Works Pvt Ltd, 
86, M, Vasanji Road. Bombay-400059. 

38. M/s NGEF Limited, Byappaiiachalli, 
OfTOId Madras Road, Bangalore. 

39. M/s Emco Transformers Limited, 106, 
Industrial Area. Sion, Bombay. 

40. M/s Lakshmi Card Clothing Manufac¬ 
turing Company (P) Limited, Kappu- 
swami Naidupuram-638662, Coimbatore 
(Tamil Nadu). 

41. Shri V. Srinivasan. “Srinidhi". 2, Satva- 
narayana Avenue, Madras-600028. 

42. M/s Modi Spinning & Weaving Mills 

(F) Co Limited, GT Road, Modinagar (UP) 

43. M/s SLM Maneklal Industries Limited, 
Vatva. Taluka Dascroi, Ahmedabad. 

44. M/s Navin Fluorine Industries. Chemical 
Divn. The Mafatlal Fine Sqg. & MfgCo 
Ltd, Mafatlal Centre, Nariman Point, 
Bombay-400 021. 

45. M/s United Ink and Varnish Co Pvt Ltd, 
Subhash Road. Vile Parle (East), 
Bombay-57 AS. 

46. M/s Shah Engineering Works Bombay 
Mutual Annexe. 17, Gunbow Street, 
Fort, Bombay-400001. 

47. M/s Shree Engineering Products Limited, 
21 A, Canning Street, Calcutta-3. 

48. M/s Lakshmi Machine Works, Perianai- 
ckenpalayam, S. R. K. V. Post, 
Combatorc-641020. 

49. M/s Roberts McLeon & Company Limi- 

(F) ted,27-B,CamacStreet,Calcutta-700016. 


50. M/s The English Electric Company of 
India Ltd, Pallavaram. Madras-600043. 

51. B. N. Patodia, ll/I, Haysham Road, 
Calcuila-20. 

52. M/s Adequate Weighers (I) Ltd, Gillan- 
der House, Nelaji Subhas Road, 
Calcutta-1. 


*F indicates cases involving financial participation 


3 


M/s Fukushima Futaba Electronic Com¬ 
pany, Japan (through M/s Sherman 
Trade and Enterprisesirc. Tokyo, Japan). 
M/s Ishikawa Gasket Company Limited, 
Minato-Ku, Tokvo, Japan. 

M/s Nikko Booki Kaishan Limited, 
Tokyo, Japan. 

M/s Citizen Watch Co. Ltd, Tokyo, 
Japan. 

India -Sweden 

M/s A. B. Bofors. Nobel C'hemalur Di¬ 
vision, S-690, 20 Bofors, Sweden. 

India—Switzerland 

M/s A. G. Buss, Switzerland. 


M/s Kuhni AG. Basel, Switzerland. 

M/s Micafil Limited, Budenscrstrasse, 
780 CH 8048 Zurich. Switzerland. 

M s SA Des Ateliers De Sechcron, 12026, 
Geneva, J4 A\enue dc Secheron, Switzer¬ 
land. 

M,'s Graf Sales 1 inuted, Switzerland. 


M/s Micafil Limited. 8048 Zurich, 
Switzerland. 

M s Hcberlcin kon/crnleitung. Cf 1-8640 
Rapperswil. Switzerland. 

M/s Sulzer Brothers Limited, CH-8401, 
Winterthur. Switzerland. 

M/s Bush Limited. Basle-2, Switzerland. 


M/s 1G Pulvcncchmk Akiiengesellschaft, 
S wit Zetland. 

M/s Aluminium MonzikenAG, Monzi- 
ken, Switzerland. 

M/s. George I- 1 seller Limited, 3200, 
SchalTahusen. Switzerland. 

M/s Rieter Machine Works Limited, 
Winterthur, Switzerland. 

M/s Hermes Sweeteners Limited, CH- 
8026 Zurich. Ankerstrasse 53. Switzerland. 

India l nited Kingdom 

M/s Marconi Instruments Limited, Lon- 
gacrcs. St Albans. Herts, LJ.K. 

M/s -Spring Steel Production Lid, West 
Works Wall hams; or, London-E-17, 
England. 

M/s Adequate Weighers Ltd, Surrey, 
UK. 


4 

Metal oxide film resistors. 

Gaskets. 

Stainless steel capillary tubes. 

Main Springs, Hair Springs and Shock 
Absorbers. 

Ortho-Para and Metal Nitrotoluene. 

Aluminium Fluoride. 

Tri methyl Phosphite Plant. 

Condenser bushings. 

Transformers. 

Metallic Card Clothing. 

High Voltage Condensor Bushings. 
Luftcd Carpels. 

New types of blowers. 

Cryolite and Aluminium Fluoride. 

Electrostatic spraying powders. 

Warp and Loom Bearings and Cloth 
Rolls for textile industry . 

SG Iron Castings. 

Combers. 

Saccharine based products. 

Electronic Voltmeters and Frequency 
Counters. 

Metallic Industrial Springs. 


Extra-heavy and special duty continuous 
belt conveyor weighers. 

—ConnL 
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53. M/s Lucas TVS Limited, Padi, Madrasi- 
600050. 

54. M/s Indian Oxygen Ltd,-P 34, Taratala 
Road, Calcutta-700053. 

55. M/s A. M. S. Artox, Per Pre A. M. 
Alabuxji, Itwari, Nagpur-440002. 

56. M/s Sarabhai Machinery (Fabriqulp 
Limited), Ranoli 391 350, District 
Baroda (Gujarat). 

57. M/s Pipe Supports (Indo-British) Pvt Ltd, 
3, Lord Sinha Road, Calcutta-16. 

58. M/s Fouress Engineering (India) Private 
Limited, Mahalaxmi Chambers. 22, 
Bhulabhai Desai Road, Bombay-400026. 

59. M/s Tamil Nadu International Electro¬ 
nics Ltd, 150 A, Anna Salai, Madras-2. 
(Composite Case). 

60. M/s Inder K. Sharma, A-l/125,Safdar- 
jang Enclave, New Delhi-110016. 

61. M/s Hindustan Development Corpn. Ltd, 
27 Sir R.N. Mukherjee Road, Calcutta- 
700001. 

62. M/s Hindustan National Glass & Indust¬ 
ries Ltd, 2, Wellesley Place, Calcutta-1. 


63. M/s Kulkarni Engineering Associate Pvt. 
(F) Ltd, 195/5, Industrial Estate, Sangli 

(Maharashtra). 

64. M/s Bharat Heavy Electricals Limited, 
Hindustan Times House, 18-20 Kasturba 
Gandhi Marg, New Delhi. 

65. M/s Hivelmlndustries Limited, ‘A’ 5 and 
6 Industrial Estate, Guindy—Madras- 
600032. 

66. M/s Respro Chemical Industries Pvt Ltd, 
Mahalaxmi Chambers, 22, Bhulabhai 
Desai Road, Bombay. 

67. M/s IBCON Private Ltd, 18, Palace Road, 
Bangalore-52. 

68. Mr. N. Kumar, 115/2, Mowbroys Road, 
(F) Madras-18. 

69. M/s Union Electric Co, L-38, Connaught 
Circus, New Delhi. 

70. M/s Bharat Heavy Electricals Limited, 
18-20, Kasturba Gandhi Marg, New 
Delhi-110001. 


M/s Joseph Lucas (Industries) Limited, 
UK. 

M/s Cryoplants Ltd, Angel Road, Lon¬ 
don N 18 38W, UK. 

M/s. Artox Limited, London (UK). 

M/s. Hick Hargreaves and Company 
Limited, UK. 

M/s Pipe Support Ltd., 33, Hinge Road 
Tividalo, Warley, England. 

M/s Crosby Valve & Engineering Co Ltd, 
Braintree Road, South Ruislip, Middle¬ 
sex, HA 40EN, England. 

M/s Plessey Components Ltd, Bathgate, 
West Lothian, Scotland, UK. 

M/s Magnetic Components Limited, 
Penyrn, Cornwall TRIO 8AR, England. 
M/s James Howden & Co, Ltd, 195 
Scotland Street, Glasgow, 458, PJ,UK. 

M/s Penelectro Ltd, 35, Progress Road, 
Leigh-On-Sea, Essex, England. 

India-United States 

M/s Black and Decker Manufacturing 
Co., Towson, Maryland, USA. 

M/s USS Engineers and Consultants 
Inc, USA. 

M/s I-T-E World Trade Corpn. Ltd, 
Spring House, Pennsylvania 19477, USA. 

Dr Guide Genta, 217, Getsvile Road, 
Synder, New York, 14226, USA. 

M/s General Tire International Co, 
Akron, Ohio, USA. 

M/s Duramettalic Corpn., USA. 

• 

M/s Federal Pacific Electric Company, 
150 Avenue L., Newark, New Jersey, 
USA. 

M/s Combustion Engineering Inc., 1000, 
Prospect Hill Road, Windsor, Connecti¬ 
cut 060095, USA. 


Critical Components for Vijayahtha Tank 
Tonnage Oxygen, Nitrogen Plants. 
Leather Goods and Leather Garments. 
Ejectors 

Constant and variable spring supports. 
Safety and relief valves. 

Tantalum Capacitors. 

Recording and Playback Heads for Tape 
Recorders. 

Indnstrial Fans Industrial Dust Collec¬ 
tors & Cinder Traps, Industrial Air 
Heaters and Pneumatic Conveyors. 
White and Amber glass bottles. 

Portable electric and pneumatic tool. 

Drilling Rigs for Gil and Mast Sub¬ 
structure etc. 

400 KV Centre Break Isolators. 

Dye-Intermediates for Disperse Dyes. 

Automobile Tyres and Tubes. 
Mechanical Seals. 

Circuit Breakers. 

Steam Generation Equipmen for Nuc¬ 
lear Power Reactors. 


ABSTRACT 

1. Approvals involving financial participation 

2. Approvals involving only technical collaboration. 


— 8 
— 62 


Total — 70 


«F Indicates cases involving financial participation also. 
BOONOMUT 
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Do You Know 


i) that different species of wood, hitherto used only as firewood, 
are now used as raw material in the manufacture of RA YON- 
GRADE PULP? -JB 


ii) that GWALIOR RAYONS, MAVOOR, was the first and 
foremost to find out the suitability of such species of wood 
for the manufacture of Rayon-grudc Pulp ? 

lit) that MURUKKU (Erythriua Indies) and UPPOOTHY (Maca- 
ranga Peitata), among those woods, are outstandingly good 
as raw material for Pulp ? . 

»v) that GWALIOR RAYONS, MAVOOR, will be pleased to 
receive offers for such species of wood for producing Rayon- 
grade Pulp? 


Contact 


THE (MUM MVMSILK HFG. (WV() CO. LTD* 

(PULP DIVISION) 

B1 rlahootam — MlUrOOR — Koshikoda Ot¬ 
ic Ml X. A 


Grams : "WOODPULP"Calicut %«!•*» 04416. Phonss s- 6678 ^^4 (CaMcuO 
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LIONS DO NOT COMPROMISE! 

SO ARE WE" 


USE 


THREE LIONS" BRAND 


SODA ASH & 
CAUSTIC SODA 

SODA BICARB 
AMMONIUM BICARBONATE 


3AURA8HTRA CHEMICALS 


PORBANDAR 
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Towards a new international 
economic order? 

The 12-day seventh special session of the United Nations General Assembly ending 
on September 12 brought together the major groups of countries to discuss the pressing 
questions concerning development and international economic co-operation. This 
special session was held primarily to find ways and means to bridge the existing gap 
in the level of living between rich and poor nations. According to Mr Kurt Waldheim, 
Secretary-General of the United Nations, the yawning gap between different groups of 
nations represented a potential threat to international peace and security. However 
it was still questionable if such conferences did serve any purpose at all. U was the 
Austrian Foreign minister who opined that the UN held too many conferences on world 
economic questions. He said : “Human diseases cannot be conquered by the holding 
of more and more conferences of physicians/’ 

Setting aside this cynic approach to the baffling questions facing the world commu¬ 
nity, what could not be denied was that for the past many years the industrialised 
western countries had paid lip service to the aspirations of the developing countries. 
The developed countries promised times out of number to find a solution to the problem 
of prices to be paid for commodities and raw materials sold to them by the developing 
countries. Even the promise of providing at least one per cent of the Gross Domestic 
Product by way of aid to the third world was not fully honoured. Not only that, most 
of ihc developed countries did not raise their capital transfers to the desired level but 
also showed some apathy in recent years on the plea that the assistance provided was 
not being properly utilized in the developing countries. 


Books Briefly 

Mobilising Saving for Invostmont 
—Academic us 515 

Booki Received 521 

Trade Winds 

Rules for Dividend Reserves; 

Tax Collections Rise; State 
Trading Corporation; Sugar 
Marketing Plan; Credit for Small 
Scale Industries; Regional Rural 
Banks; Railway Rolling Stock for 
Tanzania; State Loans; French 
Discount Rate; More Assis¬ 
tance by PNB; Names in the 
News. 523-27 

Company Affairs 


Broadly speaking, five major questions were taken up at this special session of 
the United Nations. They were : (1) stabilization of export earnings by developing 
countries so that they were not forced to abandon their development plans from lime 
to time; (2) working out an arrangement for the sale of commodities; (3) the creation 
of world-wide hullcr stocks under the auspices of a UN agency so as to stabilize prices; 
(4) the setting up of an international fund for the development of agriculture; (5) the 
linking of commodity prices to an index so that the terms of trade were not allowed to 
move against the developing countries in future. 

That the commodity exporters needed to be assisted was an accepted fact; already 
the European Economic Commonity had worked out a scheme for its associates in 
Africa, the Caribbean and the Pacific and there was a consensus among the leading 
developed nations to extend the s4me scheme to other countries. The US Secretary, 
Dr Henry Kissinger, proposed a new development security facility in the International 
Monetary Fund to compensate developing countries for shortfalls in their export earn¬ 
ings. The new facility would not be as rigid as the one set up in 1963. It was suggested 
by Dr Kissinger that the formula for calculating export shortfalls would be changed 
so as to significantly increase the size of shortfalls to be compensated. 


Mindia Chemicals; Central India 
Machinery; Firth (India) Steel; . 
WIMCO; Star Paper; National 
Insulated Cable; Indian Link 
Chain; Universal Dyestuff; News 
and Notes; New Issues. 528-31 

Records and Statistics 

Money Supply: 1M449-1974-79 592 


Regarding commodity agreements there was substantial scepticism among the 
developed countries. |t was stated that to work out a separate agreement for each com¬ 
modity, the problem still remained in cases where there could be extremely sharp fluc¬ 
tuations in prices, as was the case with sugar in recent months. The United Nations 
Conference on Trade and Development (UNCTAD) had indicated a preference for the 
setting up of buffer stocks in order to even out the fluctuations in the prices of different 
commodities. UNCTAD felt that with the facility equal to S6 billion, buffer stocks 
could be maintained for between 5 and 10 commodities. However, the USA did not 
exhibit much enthusiasm for the establishment of buffer stocks. In the words of Dr 



Kissinger, the buffer stocks “involve sub¬ 
stantial initial investment costs which 
may or may not yield a financial return 
t over operating costs.” However, this 
. approach had not been ruled out comp¬ 
letely, as was clear from the intention of 
xthe USA to join the International Tin 
^Agreement subject to Congressional con¬ 
sultation and Senate ratification. 

The OPEC favoured the setting up of 
an international fund for agricultural 
development which could be organised 
by the World Bank and its associates. 
The usual grouse of the developed 
countries against such a fund was that 
money made available to the govern¬ 
ments of developing countries did not 
benefit the farmers and it was better to 
work out alternative arrangements for 
^ helping the farmers in these countries. 

While on all these four points there 
s could be some degree of agreement bet- 
v% ween the developed and the developing 
$ countries, the suggestion regarding in- 
f dexation of commodity prices was force¬ 
fully opposed by the rich nations. The 
view was expressed that indexation would 
lead to permanent inflation in the world 
making the other four suggestions un¬ 
workable. The rich nations also felt that 
the blow given to their reserves position 
by the hike in oil prices was so severe 
that it would be difficult for them to 
take on additional burdens for assisting 
the poor of the world without the OPEC 
extending a helping hand. However, 
Sweden was forthright in pleading for the 
writing off of credits given to the poor 
. nations. 

One thing which had become clear from 
the discussions at the United Nations was 
that the rich nations would give a tough 
fight to the setting up of an OPEC-typc 
cartel relating to any other commodity. 
In the meantime, the non-OPEC third 
world countries were wooing the rich 
OPEC for liberal assistance to their poor 
brothers living in poverty. Mr. Y. B. 
Chavan, our Finance minister, came away 
from this special session of the UN with 
the impression that the OPEC ministers 
were sympathetic to the Indian position 
and were willing to extend a helping hand. 
Jn this group there were such countries 
as Iran, Iraq, Algeria, Indonesia and 


Nigeria which needed all the newly acqui¬ 
red wealth for their own economic develop¬ 
ment but there were others which would 
be willing to extend liberal assistance. 
The attitude of the World Bank and the 
International Monetary Fund was also 
helpful, and both Mr Chavan and Mr. C. 
Subramaniam came away from Washing¬ 
ton with the feeling that this country would 
be able to tide over its short-term foreign 
exchange problems. 

The UN special session faced highly 


As exhaustive analysis of the operations 
of the Indian Airlines during 1974-75 must 
await the availability of the full details 
about the annual accounts of the under¬ 
taking. But from whatever facts its chair¬ 
men, Air Chief Marshal P.C. Lai, gave 
here last week, it appears that the airlines 
has been able to set its house in order to 
a very great extent. Although it threw 
up last year a modest surplus of Rs. 1.01 
crores, it has recorded a remarkable turn- 
round in profitability, if notice is taken of 
the fact that the budget estimates for the 
year had put the loss around as much as 
Rs 16.5 crores. 

This gratifying improvement in the 
profitability of airlines has resulted from 
a number of judicious decisions taken by 
the management. These included : (i) 
discontinuing of 16 most uneconomic ser¬ 
vices, diverting the capacity thus rendered 
idle to other routes where traffic warran¬ 
ted it ;.(ii) retiring of the operationally 
high-cost Viscounts and Dakotas; (iii) 
non-chartering of Air-India’s Boeing 707; 
(iv) savings on the fuel bill; (v) drastically 
reducing the overtime payments to staff 
by matching the staff to work-loads; 
(vi) economising on food to passengers. 

The first two decisions alone resulted 
in a saving of nearly five crores of rupees 
over the budget estimates. The non-char¬ 
tering of Air-lndia's Boeing 707 not only 
yielded a direct saving of about Rs. 1.69 
crores on hire charges but also helped 
in curtailing the expenditure on fuel to a 


complex problems which decidedly could 
not be solved within a span of 12 days. 
Even though at the time of writing the 
conclusions arrived at at the session are 
not available, it is indeed commendable 
that an honest attempt has been made to 
tackle the baffling problems facing the 
world. Mr Kurt Waldheim is perhaps 
right when he says that the United Nations 
alone provides a unique forum and 
unique machinery for the resolution of 
the highly complicated problems facing 
the world. 


substantial extent. The total saving on the 
fuel bill was of the order of Rs 4.68 crores. 
Partly it resulted from the Rs 100 per kl 
relief granted by the union government 
after the fuel price had been raised sharply 
following the hike in west Asian crude 
oil prices in the middle of 1973-74. The 
saving in the fuel bill, of course, would 
have been higher by approximately Rs. 75 
lakhs had the relief granted by the union 
government not been taken advantage of 
by the state governments to step up their 
sales taxes. The actual expenditure on 
overtime to staff incurred during the year 
was just about Rs. 20 lakhs, including 
payments for work on holidays and addi¬ 
tional flying hours warranted by opera¬ 
tional considerations, although the budget 
estimates had assumed this expenditure 
in the neighbourhood of two crores of 
rupees, even after scaling it down con¬ 
siderably from the previous year's figure. 

It is encouraging to note that the savings 
through the non-chartering of the Air- 
India's Boeing 707 and curtailment of the 
payments to staff on overtime work secured 
without affecting any significantly the 
passenger-carrying capacity of the airlines 
although the cargo-carrying capacity was 
somewhat reduced as a sequel to the for¬ 
mer factor. 

The discontinuance of the 16 most un¬ 
economic services by the airlines is stated 
to have been effected taking into Account; 
various factors, including the availability 
of traffic and the other modes of trails- 
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port. But this does not imply that all 
the services currently being run are profit- 
yielding. Of the 81 services operated last 
year, only 24 yielded profit and one nearly 
broke even. The airlines, thus, is still 
losing on 56 services; several of them have 
to be operated because of strategic reasons 
or on the consideration of reducing the 
travel time to important centres in the 
country which can be reached from the 
other important centres, including New 
Delhi and state capitals, by msans of other 
modes of transport in periods extending 
up to 48 hours. 

Some subsidy on routes perforce to be 
operated by the airlines because of strate¬ 
gic reasons obviously is warranted. It 
used to be provided till about a couple of 
years ago out of the civil aviation develop¬ 
ment fund created through allocations out 
of the central excise duty on aviation fuel. 
But no subsidy is said to have been 
received by the airlines last year. 
Further, even though claims by 
the airlines on this account since the 
institution of the subsidy are stated to 
have been of the order of Rs 14.16 crores, 
the payments received have not exceeded 
Rs. 10.49 crores. During this period, 
excise revenue to the central government 
from the aviation fuel purchases by the 
airlines is said to have aggregated to as 
much as Rs 45.44 crores. It, indeed, is 
a matter of regret that the central govern¬ 
ment, like some state governriTents in res¬ 
pect of the cane cess, has chosen to divert 
a substantial portion of the excise revenue 
from aviation fuel for other purposes and 
only a small portion of it is being alloca¬ 
ted to the civil aviation development fund, 
even though the airlines is required to 
operate several services uneconmically 
on strategic and social considerations. 

The rationalisation to be effected by the 
airlines in the use of its aircraft towards 
the end of next calendar year by which 
time is would have acquired three airbuses 
for which orders have been placed recently 
should go some way in improving its 
profitability as it would relieve Boeings 
737 from trunk routes for use in the se¬ 
condary routes. Agartala, Bhavnagar and 
Cochin are being accorded priority for 
the use of Boeings 737. The Director- 
General of Civil Aviation has been 
requested to modify these airports to re¬ 


ceive Boeings 737. Madurai, Coimbatore, 
Indore and Udaipur airports are also 
proposed to be made ready for Boeing 
737 operations in the near future. The 
development of other airports on the 
secondary routes for this purpose would 
be asked for as and when necessary. 

The use of sophisticated short-haul jets 
or improved versions of turbo-props is 
also being considered on the feeder routes 
around the turn of the current decade. 
By that time Avros would have served 
their life. They arc considered uneconomic 
because at the current fuel prices, their 
break-even point is as high as over 90 per 
cent load factor. The new aircraft being 
considered for the feeder routes include 
F-28s, VFW 614 and DeHavilland-7. 
Indepth assessment of these aircrafts, and 
also of others which may enter the field 
in the near future, is envisaged to be made 
to find out their suitability to the Indian 
conditions. 

One drag on the profitability of the air¬ 
lines, however, can be expected to continue 
for some time. It is the excess staff which 
the airlines is deploying at present. An 
exercise done recently has revealed that 
out of the nearly 5,000 engineering per¬ 
sonnel as many as 960 are surplus. 
Another 72 persons out of approximately 
400 are surplus in the stores department. 
The airlines has 430 pilots out of which 


The war hit raw jute exports hard. Prior to it 
India used to export, on an average, snm; 4Q lakh 
bales per yeir. 5.V2 per cent of these went "to the 
countries that were rang;i as ene mies in the war 
with the result that exports of raw jute inevitably 
suffered a catastrophic fall. The position, in 
regard to jute manufactures was better. The 
loss in exports amounted to 20.7 per cent, and 
America came to its rescue. Indeed, but for the 
bottleneck in respect of shipping space and the 
shortage of coal which prevented the Indian jute 
mills from maximising their output, exports might 
have be$n expected to rise. What are the pros¬ 
pects for the future now that the war is over? 
England has so far bean the chief purchaser of raw 
jute. There is a general labour shortage in the 
U.JC. but it is reported that the labour force in the 
Dundee jute mills has increased in recent months. 
Besides Dundee manufacturers are anxious to 
win back their old trade and for that purpose are 


70 have been assessed as surplus. An 
assessment of the surplus personnel in the 
other departments is currently being 
made. No retrenchment is envisaged. 
It is thought that through normal retire¬ 
ment and resignations, the problem would 
be solved in course of time. Since the 
beginning of 1974-75, the staff strength 
has got reduced, primarily through these 
measures—there, of course, have been a 
few cases of dismissals on account of dis¬ 
ciplinary action following the last lock¬ 
out—by nearly 670, from 15,772 persons 
to 15,102 persons. 

The profitability of the airlines can 
increase significantly if, like several other 
industries, it is allowed some entitlement 
for foreign exchange earnings. Last year, 
as against a forecast of earning Rs. 14 
crores worth foreign exchange, the actual 
earnings aggregated to Rs 16.66 crores— 
51 per cent more than in the previous year. 
Expenditure in foreign exchange, both on 
capital and revenue accounts, was of the 
order of Rs 12.46 crores. The net foreign 
exchange earnings, thus, were to the tune 
of Rs. 4.20 crores. 

Air Chief Marshal Lai has significantly 
ruled out any further increase in the 
passenger fares of the airlines provided, of 
course, fuel prices arc not raised follow¬ 
ing the feared enhancement in the prices 
of west Asian crude oil next month. 


contemplating the execution of a renewal and 
re-equipment programme. Demand for raw jute 
from the U.K. may, therefore, increase. But the 
demand from the European continent is expected 
to recover only slowly, for the working of conti¬ 
nental jute mills may not, due to the coal famine, 
be resumed very soon. But after a few months, 
however, the situation may be expected to improve 
and the demand for raw jute may expand. It may 
be questioned here how far it is advisable to expand 
raw jute exports. Will the country not be better 
advised to augment its own jute manufactures? 
It is quite reasonable to assume that her manu¬ 
factures will find a ready mirkct in the Middle 
East where, as agricultural development takes 
place, the demand for bags, etc. is bound to rise 
appreciably. Moreover, the internal market itself 
may be expected to absorb a substantial propor¬ 
tion of our jute manufactures. 
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The woes of small 
entrepreneurs 


The SMALL-scale industry in this coun¬ 
try has received considerable encourage¬ 
ment from the government as well as the 
financial institutions; consequently it has 
generated a wide variety of products and 
provided gainful employment to a large 
number of workers. It accounts for nearly 
40 per cent of the factory output, a fair 
part of which consists of sophisticated 
items. A recent study of the Economic 
and Scientific Research Foundation, re¬ 
garding new entrepreneurship in small- 
scale industry in Delhi has highlighted 
the dynamic role of the small-scale indus¬ 
trial units in increasing production and 
generating employment opportunities. 

Based on a sample of 94 industrial 
units spread over eleven industrial groups, 
the study brings out some significant find¬ 
ings about the emergence and perform¬ 
ance of entrepreneurs. For instance, it 
shows that nearly 50 per cent of the new 
entrants in small-scale units were below 
the age of 35, and they formed the lar¬ 
gest group. The highest concentration 
of 23.3 per cent of the entrants was in 
fact in the age group 25-29 years. 
The middle-age group from 35 to 49, 
which came next, contributed 37 per cent 
of the entrepreneurs. About 70 per cent 
of the new entrepreneurs were below 40 
indicating that young persons formed the 
core of the new entrants in the small- 
scale units in Delhi. 

The facts about the economic back¬ 
ground of the new entrepreneurs were 
also equally revealing. The largest pro¬ 
portion of entrants to the small-scale 
units in the sample was that of the low 
and middle income groups accounting for 
73 per cent of the total. The occupa¬ 
tional or employment income of the en¬ 
trepreneurs, before their entry in the 
small-scale units, was Jess than Rs 500 
per month in case of over 53 per cent. 
Another one-fifth of the entrants had in¬ 
come ranging between Rs 500 and Rs 
1,000 per month. Only one per cent of 
the entrepreneurs had an income of Rs 
1,500 per month before they established 
the new units. 

A vast majority of the entrepreneurs 


came from among the educated classes. 
Nearly 85 per cent of them were matri¬ 
culates and above and the technically- 
qualified accounted for more than one- 
third of these educated entrepreneurs. 
Seventy-two per cent of the entrepreneurs 
reported having previous experience in the 
line of manufacture they had chosen. 
Employment experience alone in more or 
less similar fields accounted for 52 per 
cent of the entrepreneurs. 

Unlike the traditional pattern of 
manufacturing activity, where the indivi¬ 
dual and his family bore the main burden 
of financing the unit, the role of banks 
and other institutions was evident in the 
new small-scale units. Thirty-six per 
cent of the units got started with assis¬ 
tance received from banks (mostly the 
nationalised banks) a large number of 
them receiving special assistance for being 
technically-qualified and trained persons. 
Another 37 per cent had more than one 
source of finance to set up the units. Be¬ 
sides their own savings, other sources of 
finance included loans from relatives, pri¬ 
vate parties and provident funds. Only 
21 units got started with funds owned by 
the entrepreneurs. 

If the banks encouraged the establi¬ 
shment of small-scale units, they tended 
to take loo much time in completing for¬ 
malities for the loans. More than one- 
third of the units had to wait for a period 
between six and nine months before the 
loan was sanctioned by the banks. In view 
of the fact that the banks were prepared 
to advance money for these units per¬ 
haps the most important element in the 
establishment of industrial units, it was 
essential that the procedures were simpli¬ 
fied and streamlined for the benefit of the 
entrepreneurs. 

Only three units received assistance 
from the Director of Industries while the 
Delhi Finance Corporation met the work¬ 
ing capital requirement of just one unit. 
Six units availed themselves of the facility 
of hire-purchase of machinery provided 
by the National Small Industries Corpo¬ 
ration. Four ancillary units were given 
such facilities as raw material allotment, 


import quota and purchases under the 
central government programme intended 
for such units. It was apparent that the 
institutions other than the banks had 
been comparatively less active in so far as 
small-scale units were concerned. It waa 
urgently required that various institutions 
established for the encouragement of 
small-scale industries became more dyna¬ 
mic and moved with the times. 

It may be stated that no licence is 
required to start a small-scale unit and 
registration with the Director of Indus¬ 
tries is voluntary. These facts are of 
theoretical importance only as unde* the 
existing policies and procedures, registra¬ 
tion is compulsory for the units if they 
ask for assistance from the government. 
Moreover, entrepreneurs availing them¬ 
selves of the various facilities such as fin¬ 
ance, raw materials, import licences, 
machinery on hire-purchase, accommoda¬ 
tion in developed areas and training in 
technical institutions have to make appli¬ 
cations, most of the times in duplicate or 
triplicate. They have also to supply seve¬ 
ral legal documents. 

Quite often the forms arc lengthy and 
complicated, which add to the problems 
of the entrepreneurs. Once the units 
get these advantages, the follow-up 
action starts. The clearance certificate 
for proper utilisation of assistance re¬ 
ceived involves the maintenance of nume¬ 
rous records subject to inspection by the 
authorities from time to time. It has 
been estimated that in Delhi on an aver¬ 
age the entrepreneurs have to deal with 
nearly 15 government departments, 
throughout their operational period. The 
enterpreneurs have to be reasonably con¬ 
versant with the various laws in order to 
cope with the several official require¬ 
ments. For a single individual who has 
perforce to perform entrepreneurial, man¬ 
agerial and technical functions, the vari¬ 
ous . procedures and requirements can 
prove formidable. Attending to ail these 
can take a substantial part of his time 
with the result that more important as¬ 
pects of the units such as production, 
quality control and marketing may suffer. 
Apparently there is an urgent need to 
lessen the burden of procedural formali¬ 
ties. 
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Sole selling agencies to go • Review ot industrial 
policy statement • Production prospects 


Three disclosures of wide importance to 
the industrial and business community 
were made by Mr T.A. Pai last week at a 
meeting of the consultative committee of 
Parliament for the ministry of Industry 
and Civil Supplies. These related to (i) 
tbe move to abolish the sole selling agency 
system in industry ; (ii) a fresh modifica¬ 
tion of the list of industries contained in 
the appendix I of the February, 1973, 
industrial policy statement; and (iii) the 
conditions governing the issue of letters 
of intent for putting up manufacturing 
capacities. 

The consultative committee was told 
by the minister for Industry and Civil 
Supplies that the manufacturers of essen¬ 
tial commodities had been asked to scrap 
sole selling agencies, which in many cases 
were none else than their own organisa¬ 
tions, and establish instead a network of 
wholesalers. Although for the time be¬ 
ing this has been put forth only as a sug¬ 
gestion, legislative action on the subject 
cannot be ruled out in the near future if 
the suggestion goes unheeded. 

major lever * 

The idea behind the move is to reduce 
the marketing margins ovrr the manufac¬ 
turing costs so that the essential com¬ 
modities are available to consumers at 
reasonable prices. An attack on the sole 
selling agency system, thus, has been 
thought of as a major lever to bring 
down the prices of many industrial pro¬ 
ducts. 

It is felt in the official circles here 
that the abolition of sole selling agencies 
which will eliminate a major link in the 
present distribution chain, will reduce 
the marketing costs by three to five per 
cent generally and even to a somewhat 
greater extent in the case of some pro¬ 
ducts. The sole selling agency system is 
considered an anachronism in the present- 
day conditions when in most industrial 
products of mass consumption, by and 
large, there is a sellers* market. 

Incidentally, the abolition of sole sell¬ 
ing agents should result in a reduction in 
the bank credit requirements for market¬ 
ing industrial products not insignificantly 
as the spread of the network of the 


wholesalers implies that some money of 
their own will have to be invested by the 
new entrants into the wholesale business. 

ban imposed 

Following the above disclosure to the 
consultative committee, the ministry of 
Industry and Civil Supplies banned on 
September 5, the appointment of sole 
selling agents in the sugar and vanaspati 
industries. Fifteen other consumer indus¬ 
tries have also been identified for a 
similar action. These include textiles, 
cement, detergents, matches and other 
essential items of everyday use. 

A modification of the appendix I of 
the February, 1973, industrial policy 
statement, which contains the list of in¬ 
dustries open for operation by big busi¬ 
ness houses covered by the MRTP Act 
and the foreign units covered by FERA, 
Mr Pai disclosed, had been proposed to 
bring it more in tune to the current cir¬ 
cumstances in the country. At present, 

19 industries arc listed in this appendix. 
These are: (1) metallurgical industries— 

(i) ferro alloys, (ii) steel castings and 
forgings, (iii) special steels, and (iv) 
non-ferrous metals and their alloys--(2) 
boilers and steam generating plants; (3) 
prime movers (other than electrical gene¬ 
rators)—^ industrial turbines, and (ii) 
internal combustion engines—(4) electri¬ 
cal equipment- -(i) equipment for trans¬ 
mission and distribution of electricity, 

(ii) electrical motors, (iii) electrical fur¬ 
naces, (iv) X-ray equipment, and (v) elec¬ 
tronic components and equipment; (5) 
transportation equipment—(i) mechanis¬ 
ed sailing vessels upto 1000 DWT, (ii) 
ship ancillaries, and (iii) commercial vehi¬ 
cles—(6) industrial machinery; (7) mac¬ 
hine tools; (8) agricultural machinery- 
tractors and power tillers—(9) earthmov- 
ing machinery; (10) industrial instru¬ 
ments—indicating, recording and regu¬ 
lating devices for pressure, temperature, 
rate of flow, weights, level and the like 
—(ii) scientific instruments; (12) nitro¬ 
genous and phosphatic fertilisers; (13) 
chemicals (other than fertilisers—(i) in¬ 
organic heavy chemicals, (ii) organic 
heavy chemicals, (iii) fine chemicals, 
including photographic chemicals, (iv) 
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synthetic resins and plastics; (v) syn¬ 
thetic rubbers, (vi) man-made fibres, (vii) 
industrial explosives, (viii) insecticides, 
Aingkides, weedicides and the like, (ix) 
synthetic detergents, and (x) miscella¬ 
neous chemicals (for industrial use only) 
—(14) drugs and pharmaceuticals; (15) 
paper and pulp, including paper pro¬ 
ducts; (16) automobile tyres and tubes; 
(17) plate glass; (18) ceramics—(i) refrac¬ 
tories and (ii) furnace lining bricks (aci¬ 
dic, basic and neutral)—and (19) cement 
products—(i) Portland cement, and 
(ii) asbestos cement. Some of these 
industries may be taken off this list under 
the proposed review, while some others 
might be added, depending upon how far 
the government wants to encourage the 
production of an item. 

As regards letters of intent, Mr Pai 
disclosed that it had been decided to re¬ 
voke them if steps for their implementa¬ 
tion arc not initiated by the licensees 
within six months. Till now this proce¬ 
dure was being adopted in the case of 
industrial licences. Now, the procedures 
and conditions applicable to industrial 
licences have been extended to the letters 
of intent themselves. Public sector units 
would not be allowed henceforth to pre¬ 
empt capacities. In matters of licensing, 
they will be treated at par with the pri¬ 
vate sector units. 

credit assured 

Mr Pai assured the members of the 
consultative committee that his ministry 
was anxious to ensure that production 
was not hit by credit squeeze. He pro¬ 
mised to intercede with the ministry of 
Finance in this regard, if necessary. He, 
however, cautioned that manufacturers 
would have to pass on the benefits of lar¬ 
ger production to consumers. They would 
also be required to ensure proper pac¬ 
kaging and marketing of contents and pri¬ 
ces under the packaging law which has 
been amended recently. 

The consultative committee as well 
devoted a good deal of time to the est¬ 
ablishment of gobar gas plants in tbe 
countryside and the development of back¬ 
ward areas. 

Regarding gobar gas plants, it was 
suggested that provision of bank credit 
could play a very important role in popu¬ 
larising these plants. The lead banks 
should, therefore, be asked to provide 
financial help for the scheme. The pro¬ 
gramme, it was noted, had caught on 
particularly in Tamil Nadu, Maharashtra, 
and Gujarat and to a certain extent in 
Haryana. The progress in Bihar, Assam 
and Orissa, however, had been slow. 

The question of bank finance for go- 
bar gas plants is envisaged to be taken up 
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with the ministry of Finance and the 
banking industry in the near future. 

Regarding the development of 
. backward areas, MrPai revealed that it 
was being reconsidered whether this deve¬ 
lopment should be made integrated in¬ 
stead of the present plan of industrial 
development. A committee under the 
chairmanship of Mr P.O. Nayak, Indus¬ 
trial Commissioner, Maharashtra, it was 
pointed out, had proposed that the defi¬ 
nition of backward areas should be revi¬ 
sed with accent on population as the 
basis for determining backwardness. 

Mr Pai stated funds at the disposal of 
public financial institutions for helping the 
development of backward areas had been 
increased by Rs 50 crores. Some addi¬ 
tional borrowing facilities were also being 
given to them in case the requirements 
turned to be higher. 

Mr Pai also revealed that the pace 
of disposal of applications for industrial 
licences, capital goods and foreign col¬ 
laboration had been quickened a great 
deal in the second half of last month. The 
various committees had met continuously 
between August 16 and 28 and disposed 
of most of the pending cases, except in 
the textile sector which had its peculiar 
problems. Very few applications which 
had been pending for more than 90 days 
were left uncleared now. 

• * 

According to the latest assessment of 
the union government, production pro¬ 
spects during the current financial year, 
both on the industrial and agricultural 
fronts, are rated much brighter than in 
the past few years. 

The minister of state for Agriculture, 
Mr A.P. Shinde, observed last week that 
following encouraging widespread rains, 
production of foodgrains this year was 
expected to exceed even the record level 
pf 108 million tonnes touched in 1970-71. 
Despite the recent Hoods in various parts 
of the country, the kharif crop is stated 
to be exceptionally good. The prospects 
for the rabi crop are deemed to be quite 
promising. Besides rains, a very helpful 
factor for agricultural production has been 
the much easier availability of fertilizers 
this year compared to the last two years. 

Mr Shinde also stated that the ground¬ 
nuts, cotton and sugarcane crops were 
Qj$e£ted to be bumper. This is consi- 
mwd a very helpful sign for the growth 
in up agro-based industrial sector. 

The other factors favouring industrial 
qutputare stated to be the marked im- 
prpvemcnt in the availability of power, 
encouraging trends in the production of 
coal, stef), fertilizers and non-ferrous 
metals, liberalised import policy, $impli- 
fication and rationalisation effected in the 


recent months in licensing procedures, , 
absence of strikes and lockouts foilowi^l 
the promulgation of *mei£eacy, 25 per 
cent incmase in the Plan outlay for the 
year, etc. 

Already during the first quarter of the 
current financial year, some key sectors 
of our industrial economy have register¬ 
ed a signifieant uptrend in production. 
Prominent among these are the manufac¬ 
ture of steel, non-ferrous metals, cement, 
sugar, generation of electricity and the 
production of coal. At 1.15 million ton¬ 
nes, the output of steel in the integrated 
steelworks during April-June this year 
was higher by about 13 per cent com¬ 
pared to the production In this period 
last year. The output of aluminium, cop¬ 
per and zinc around 35,600 tonnes, 4,500 
tonnes and 6,200 tonnes was better by 36, 
slightly more than 100 and 11 per cent, 
respectively. The production of nitro¬ 
genous fertilizers around 279,000 tonnes 
exceeded the last year’s April-June out¬ 
put by about two per cent, that of coal at 
22.8 million tonnes by nearly 14 per cent 
and of cement around 3.8 million tonnes 
by approximately 36 per cent. 

On current assessment, the production 
in the above industries this year is anti¬ 
cipated to be of the following order: 
saleable steel 6.8 million tonnes (includ¬ 
ing the yield from arc furnaces); alumi¬ 
nium 175,000 tonnes (depending of course, 
on the availability of adequate power); 
copper 33,000 tonnes; zinc 30,000 ton¬ 
nes; nitrogenous fertilizers 1.5 million 
tonnes; coal 98 million tonnes; cement 
16.5 million tonnes; sugar 4.7 million 
tonnes. Last year, the output of these 
industries had been as follows: saleable 
steel 5.8 million tonnes; aluminium 
126,600 tonnes: copper 15,600 tonnes; 


^tnc 22,000 tonnes, ^itrpgenous Jbcttk 
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sugar4,7;million tonnes. ■.-The general* 
iion ofpowerdttring April-Juaetais ijfeif 
is stated to have been btfter seven pfr 
cent compared to the §oifesp«uding 
period last pear. The manufacture of 
jute goods is said to have been up by 10 
percent. 

The production of phosphetic fertili¬ 
zers and newsprint during April-June this 
year around 74,000 tonnes and 11,60Q 
tonnes, respectively, however, registered 
a fall from the output during this period 
last year—by 8.5 and 11.6 per cent. Over 
the year as a whole, around 400,000 ton¬ 
nes and 65,000 tonnes, it is, of course, 
anticipated to record a growth of appro¬ 
ximately 25 and 20 per cent, respectively. 
Significant additions to capacity are envi¬ 
saged in these two fields this year. 

The improved supply of steel and non- 
ferrous metals is anticipated to give a fil¬ 
lip to the production in the engineering 
sector. 

The production in the cotton textile 
sector suffered some setback during the 
three months to June last—‘mill cloth 
output to the extent of about 13 per cent 
and that of yarn to the order of 11 per 
cent. But this trend is expected to be 
reversed during the course of the year. 

The overall industrial production dur¬ 
ing April-June this year is estimated to 
have registered an increase of 51 to 6 per 
cent over the output in this period last 
year. Over the year as a whole, this per¬ 
centage is expected to increase signifi¬ 
cantly. Last year the industrial growth 
rate was nearly three per cent. In 1973- 
74, it was less than one per cent. 
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POINT OF VIEW 


Land tax for resource oiobilisation 


Of iatb emphasis has been given to 
financing development programmes 
through the domestic budgetary resour¬ 
ces rather than depending upon the 
dangerous tools of deficit financing and 
unreliable foreign assistance. The 
objectives are growth with stability 
and progress towards self-reliance. 

Agricultural taxation is afield which has 
not been tapped properly but provides 
ample scope for additional resource 
mobilisation. The fact has been empha¬ 
sised by the Planning Commission in the 
following words; “The contribution of 
agriculture to the public exchequer has 
not been commensurate with the rise in 
incomes. The incidence of direct taxes 
on agriculture is extremely low, being 
hardly one per cent of the net domestic 

product from agriculture.It is, 

therefore, necessaiy to tap apart of ad¬ 
ditional incomes of agriculturists as also 
to introduce an element of progression 
in agriculture taxation.” 1 

recommendation ignored 

The fifth Plan did not elaborate a 
clear cut policy for mobilising more re¬ 
sources from agriculture and left the 
matter entirely to the recommendations 
of the Raj Committee. But during the 
last three years since the publication of 
the report of the committee, no state 
government has come forward to im¬ 
plement the main recommendation of the 
committee—the agricultural holdings 
tax. 

In the present article an effort 
has been made to examine to 
what extent Indian agriculture is 
under-taxed due to the inflexibility of 
the present tax system on agriculture, 
and how more resources may be mobi- 
, Used from this sector. 

Agriculture should play an increasing 
role in financing development program¬ 
mes, particularly in the initial stages of 
eoonomic development. 

In this respect the examples of 
the Soviet Union and Japan are 


often quoted. The industrialization 
of Japan was financed through 
increased productivity and increased re¬ 
sources from agriculture. “In 1875-76 
(at the time of beginning of industria¬ 
lization) 50 million yen out of 58 million 
yen of total revenue came from agricul¬ 
tural taxation. Even in 1922 when other 
taxes were introduced due to industria¬ 
lization agricultural taxes contributed 
22 per cent of the total revenue/’ 1 The 
case of Japan provides a guideline for 
economic development in under-develop¬ 
ed countries. As in Japan, in other 
developing countries also there is a popu¬ 
lation pressure on land and the area 
owned by individual peasants is very 
low. 

Unlike the case of Japan the con¬ 
tribution of agriculture in financing 
economic development of India has 
not been significant. In our Constitu¬ 
tion the centra! government is prohi¬ 
bited from taxing agricultural land or 
income and only state governments are 
empowered to levy these taxes. The dis¬ 
tinction between agricultural and non- 
agricultural income in the Indian Income 
Tax Law has been borrowed from the 
British system which made a distinction 
between the two types of income upto 
1950. 

administrative reasons 

In India the distinction is due to 
administrative reasons as most of the 
farmers are illiterate and they are unable 
to maintain any type of accounts. An¬ 
other difficulty in taxing agriculture is 
low degree of monetization of 
the sector. “It is estimated that 
about one-half of the net output of 
agriculture does not enter the market 
but is retained for ‘own consumption' 
by the farmers ..... This income in 
kind'accrues to a very large number of 
producers in small doses. Neither indi¬ 
rect taxation nor direct taxation in the 
form of income tax can be used to reach 
this part of national output.”* 

In spite of these difficulties different 
forms of agricultural taxation are preva¬ 
lent in India, but these are not adequate 
to mobilise sufficient amount of resour- 
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ces needed for financing development 
programmes. This results in over-taxa¬ 
tion of non-agricultural sector and sets 
in frictional forces resulting in lower out¬ 
put and lower tax revenue in this sector. 
For breaking this vicious circle of high 
tax rates and low revenue in non-agricul¬ 
tural sector the present structure of agri¬ 
cultural taxation should be examined 
and ways should be found out for mobi¬ 
lising more resources from this sector. 

Taxes on agriculture in India have so 
far taken the form mainly of land re¬ 
venue, cesses and surcharges' on land 
revenue, cesses on crops and agricultural 
income tax, etc. 

dominant role 

Land revenue has played a dominant 
role in the finances of the state govern¬ 
ments. The share of the tax in the total 
revenues of the states was “49.7 per cent 
in 1921-22, it declined to 33.1 per cent 
in 1938-39 and only 15 per cent in 
1953-54.” 4 Up to the second five-year 
Plan the tax remained dominant from 
the point of view of revenue to the state 
governments, then its place was taken 
by the sales tax. At present in most 
states land revenue constitutes the lar¬ 
gest element of direct taxation on agricul¬ 
ture. The only exceptions are Kerala 
and Assam where the proceeds from agri¬ 
cultural income tax are higher than from 
the land revenue. In these states agricul¬ 
tural income tax comes mostly from 
plantations. 

The principle of progression has not 
been, generally, followed in fixation of 
land revenue and the tax is, therefore, 
unrelated to the size of holdings. Several 
states tried to introduce progression in 
the tax through exemption of land re¬ 
venue on small holdings and by impos¬ 
ing surcharge and special charges on 
land revenue payable by holdings above 
a certain size. But “the difference made 
by such measures has been however ne¬ 
gligible, whether judged in terms of 
equity or the additional revenue raised. 
In fact, despite the surcharges and 
special charges levied on the larger hold¬ 
ings in several districts of Punjab and 
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Haryana, owners of the holdings as 
large as 100 acres in size do not have to 
pay more than about 0.5 to 0.6 per cent of 
their income from land in the form of land 
revenue and allied taxes. 4 ’* Many states 
which introduced the exemption on small 
holdings withdrew it later due to financial 
pressure. In October 1974, the UP govern¬ 
ment reiraposed land revenue on holdings 
up to 6.25 acres which was abolished in 
in July 1970 by the non-Congress T.N. 
Singh ministry. An additional revenue 
of Rs 14 crores was expected due to this 
step, and this was quite an impressive 
figure in view of the fact that total re¬ 
venue from land revenue, in 1973-74 when 
the exemption was allowed, was only 
Rs 13 crores. 

The incidence of land revenue in re¬ 
lation to the productivity of land is not 
uniform over different parts of the coun¬ 
try, “Land revenue as a proportion of 
the net domestic product from agricul¬ 
ture at current prices varies from 0.23 
per cent in Orissa and 0.24 per cent in 
Punjab to 1.33 per cent in Rajasthan." 6 
The reason for this is that land revenue 
settlement has been done under different 
systems and at different times in diffe¬ 
rent parts of tht country. 

In view of the widely scattered forms 
and the variety of produce all over the 
country the power of taxing agricultural 
income is given to the states. The im¬ 
portant states where this tax is levied 
are Kerala, Assam, Tamil Nadu, Kar¬ 
nataka and West Bengal. The tax has 
some exemption limit and degree of pro¬ 
gression. The exemption limit varies 
between Rs 3000 in case of Assam, 
Bihar, West Bengal, Madhya Pradesh 
and Jammu and Kashmir to Rs 5000 in 
Orissa with the exception of Maharashtra 
where exemption limit is Rs 36,000 and 
the tax is collected at the rate of 50 per 
cent on the income exceeding Rs 36,000. 
Rates of taxes are different in different 
states. In UP these vary between 5 and 
60 per cent. 

distinctive feature 

One distinguishing feature of the agri¬ 
cultural income tax is that three states 
namely Assam, Kerala and Tamil Nadu 
account for almost 70 per cent of the 
collection where plantation is predom- 
nant. Some major states such as Punjab 
that has the highest per capita income 
in the country and Gujarat which ranks 
third in order of per capita incomedo 
not levy a tax on agricultural income at 
all. “Since the rise in the rates of agri¬ 
cultural income tax in different states 
has not been commensurate with the in- 

arease m agricultural incomes the bur- 
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den of agricultural income tax has fallen 
to such a low level that it has become 
more or less a kind of surcharge, at 
least in so far as the farmers in the hig¬ 
her income brackets are concerned.”’ * 

The assessment of agricultural in¬ 
come tax has, in practice, posed many 
administrative problems. Most of the 
revenue now being collected under this 
head comes only from plantations; the 
number of farmers growing non-planta¬ 
tion crops who are covered by the tax 
and the amount of tax paid by them do 
not have much incidence on agricultural 
taxation. As in India, in other develop¬ 
ing countries also the level of literacy 
and record keeping is very poor and 
there is a problem of defining taxable 
income, as wholly or largely the income 
is in kind. In view of all these difficul¬ 
ties Stephen, R. Lewis has concluded 
that instead of agricultural income tax 
“direct taxes on agriculture arc probably 
best met from levies related to land that 
are relatively simple to assess.” 4 

cess and surcharge 

Other taxes on agriculture are in the 
form of cesses and surcharges and these 
are mostly related to land revenue. 
Cess is collected for different purposes 
such as educational and road development 
and for meeting the expenses of local 
bodies. The rate of cess varies from 10 
per cent of land revenue in Madhya 
Pradesh up to 150 per cent of land re¬ 
venue in Maharashtra. In some states 
different types of cesses are collected; 
for example, in Karnataka there is edu¬ 
cational cess at the rate of five per cent 
of land revenue, health cess at the rate of 
nine per cent and local cess in which 
the rate varies between 12 and 
25 per cent of land revenue. 

As cesses are collected to meet the spe¬ 
cial expenditures, the proceeds from them 
do not accrue to the state governments. 
Some states impose crop cesses. Bihar, 
Haryana, Punjab and Madhya Pradesh 
governments collect cess on sugarcane 
crop. In Kerala it is collected in the 
form of plantation tax. Maharashtra has 
imposed crop cess on nine types of 
commercial crops at the rate varying 
from Rs 10 to Rs 100 per acre. Some 
states collect surcharge and mostly it is 
related to land revenue. Haryana 
and Punjab governments collect a sur¬ 
charge, in which the rate varies between 
25 to 40 per cent of the land revenue, 
and special surcharge which applies to 
the amount of land revenue is more than 
Rs 50. Rate of surcharge ranges bet¬ 
ween 50 per cent of land revenue if the 
amount of land revenue is between Rs 51 
and Rs 100 to 300 per cent if the amount 
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of land revenue is above Rs 1000 and 
above. The Jammu and Kashmir govern¬ 
ment collects a surcharge of Rs Id per 
acre of land where fruits are grown. 

Besides cess and surcharge, betterment 
levy is collected by some states mostly 
where some major programme has result¬ 
ed in the development of agricultural 
land. The Rajasthan government col¬ 
lects a levy from the areas under Bhakra 
and Chambal projects and the rate of 
the levy varies between Rs 3 and 11 per 
acre. The Andhra Pradesh government 
collects a levy at the rate of Rs 200 per 
acre for land converted from dry to wet. 
Assam. Bihar, Haryana, Kerala, Madhya 
Pradesh and Karnataka are the other 
states which impose betterment levies in 
different forms. 

no uniformity 

After examining the present structure 
of agricultural taxation in India we find 
that there is no uniformity in the types 
of taxes and their rates in different 
states. 

If wc examine the revenue trends of 
agricultural taxes in India and correlate 
them with the national income and prices 
of agricultural commodities we find that 
the contribution of these taxes in financ¬ 
ing economic development of the coun¬ 
try has not been commensurate with the 
increasing national income and prices. 
This resulted in over-taxation of non- 
agricultural sector and thus set in some 
frictional forces which resulted in low 
production and low tax revenue from 
non-agricultural sector too. 

The total revenue from agricul¬ 
tural taxes, has, no doubt, in¬ 
creased, but the increase in revenue 
has lagged behind the increase of 
national income from agriculture, the 
increasing trend of prices of agricultural 
commodities and the increasing tax re¬ 
venue of the states from the taxes other 
than agricultural taxes. The revenue 
trends of agricultural taxes and their 
share in the total tax revenue of the 
states arc given in Table I. 

It is clear from Table 1 that the con¬ 
tribution of agricultural sector to the 
total tax revenues of the states which was 
19.8 per cent in 1951-52 declined to a 
low level of 3.5 per cent in 1972-73. 

In a flexible tax system the revenue 
from agricultural taxes should be a func¬ 
tion of national income originating in 
agricultural sector and the prices of agri¬ 
cultural commodities* The increase in 
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both these factors should be reflected in 
the revenue from agricultural taxation. 
This did not happen in India as it is clear 
from Table 11. 

The share of agricultural taxation in 
the national income originating in agri¬ 
cultural sector increased during the first 
five-year Plan as a result of different mea¬ 
sures adopted by several state governments 
for abolition of intermediaries. But this 
increase as the share of these taxes in 
national income (from agriculture) dec¬ 
lined continuously since the second Plan 
and went down from 'two per cent in 
1955-56 to only 0.6 per cent in 1972-73. If 
we examine the index numbers of national 
income from agriculture and the prices 
of agricultural commodities and com¬ 
pare them with the index number of re¬ 
venue from agricultural taxation, we find 
that the revenue from these taxes has 
lagged far behind the growth of 
national income and increase in pri¬ 
ces. With 1951-52 taken as base year* 
index number of national income from 
agriculture increased to 366 in 1972-73; 
in case of prices of agricultural commodi¬ 
ties the index number increased from 
120.5 in 1951-52 (1952-53=100) to 276.8 
in 1972-73. But during the same period 
index number of revenue from agricul¬ 
ture taxes increased to only 188.9 in 1972- 
73. No doubt the revenue from 
agricultural taxes has increased during 
the period under review but this increase 
has been, mainly, due to increase in area 
under cultivation and due to abolition of 
intermediaries in land. Most of the in¬ 
crease in the yield from agricultural 
income tax is mainly due to more states 
imposing this tax. , 


tively. During 1966-67 to 1968-69, it had 
Airther increased by 22.8 per cent/’ 9 But 
the pace of growth of tax revenue has been 
much slower and did not respond to in¬ 
creased public expenditure on agriculture 
or the increased productivity and prices 
of this sector. It is interesting to note that 
since the third Plan the total revenue 
from agricultural taxes has been lower 
even than the total amount of money 
spent for irrigation and flood control, 
which was only a part of the total out¬ 
lay for agricultural development. 

Apart from higher allocation of out¬ 


lays during the five-year Plans agriculture 
has enjoyed some extra benefits such as 
the price support scheme, warehousing 
facilities and cheap credit facilities which 
are, generally, not available to the non- 
agricultural sector. Government is 
continuously subsidising agricultural in¬ 
puts and‘the total amount of subsidies 
increased from Rs 7.49 crores in 1963-64 
to Rs 10.33 crores in 1967-68. 1 * Besides 
these subsidies the state governments are 
incurring huge losses on irrigation works 
and these losses are a kind, of subsidy. 
“In 1971-72 the loss on commercial irri¬ 
gation works and irrigation parts of 


Table I 

Revenue Trends of Agricultural Taxation in India (Combined for all the states) 


Year 

Revenue from agricultural taxes 

Total tax 
revenue of 
the statest 

Percentage of 
the state tax- 
revenue 


Land* 

revenue 

Agricultural 
income tax 

Others** 

total 

1951-52 

51.6 

4.3 

_ 

55.9 

281.05 

19.8 

1955-56 

81.2 

7.6 

— 

88.8 

349.53 

‘25-4 

1960-61 

90.9 

9.5 

— 

100.4 

624.78 

16.0 

1965-66 

112.2 

9.8 

-- 

122.0 

1117.75 

10.9 

1970-7! 

112.6 

10.5 

— 

123.0 

2284 00 

5.3 

1971-72 

100.8 

11.2 

0.3 

112.3 

2637.50 

4.2 

1972-73 

92.9 

12.4 

0.3 

105.6 

2989.70 

3.5 

1973-74 

(R.E.) 

142.3 

11.7 

0.1 

154.1 

337.60 

4.5 

1974-75 

B.F..) 

160.4 

12.9 


173.3 

3560.50 

4.8 


Notes : ’"Includes surcharge on land revenue and betterment levies, ’"’"Includes cess 
on commercial crops. Upto 1970-71 the figures are included in land revenue, 
tlncludes the share from Union taxes. 

Source: Reports on Currency and Finance. 


farm-oriented policy 


Table II 


During the five-year Plans the expen¬ 
diture policy of the government has been 
agriculture-oriented and it has improved, 
to a great extent, the economic condi¬ 
tions of the farmers particularly in the 
higher income group. As a result of 
higher expenditure on agriculture the 
productivity in this sector has increased 
during the planning period. But the re¬ 
venue from agricultural taxation has not 
responded to all these developments. 

The total and annual expenditure on 
agriculture and revenue from this sector 
have been compared in Table III. It is 
clear from the table that a large chunk of 
total outlay in each five-year Plan has 
gone to finance development programmes 
in agriculture. As a result of high ex¬ 
penditure an agriculture during the five- 
year plans “the productivity increased by 
11.2 per cent, 6.9 per cent and 2J per cent 
during the three five-year Plans mptc- 


Trends of National Income, Prices and Tax Revenue from Agricultural Sector 

(Rs crores) 


Year 

National income 
from agriculture 
(at current 
prices) 

Revenue 
from agr¬ 
icultural 
taxes 

(3) as 
percent¬ 
age of 
(2) 

Index numbers of 

Col. (2) 

agricultural 

prices 

1952-53 = 100 

Col. (3) 

(1) 

(2) 

(3) 

(4) 


1951-52 

47,80 

55.9 

1.16 

100 

120.6 

100 

1955-56 

43,90 

88.8 

2.02 

91.8 

95.7 

158.8 

1960-61 

65,70 

100.4 

1.52 

137.4 

126.2 

179.6 

1965-66 

95,23 

122.0 

1.28 

199.2 

178.5 

218.2 

1966-67 

114,91 

100.3 

0.87 

240.3 

210.0 

179.4 

1967-68 

145,69 

120.7 

0.76 

304.7' 

237.0 

194.1 

1968-69 

138,59 

124.1 

0.89 

289.9 

226.0 

222.0 

1969-70 

149,05 

117.1 

0.78 

311.8 

245.4 

209.4 

1970-71 

162,51 

123.0 

0.75 

339.9 

253.3 

220.2 

1971-72 

164,67 

112.3 

0.68 

344.4 

251.5 

200.8 

1972-73 

175,00 

105.6 

0.60 

366.1 

276.8 

181.9 
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multipurpose river valley projects amoun¬ 
ted to as much as Rs 130 crores.” 11 

From all these facts it can be very 
safely concluded that the contribution of 
agricultural taxes in financing economic 
development of India has been much 
lower than what should be its due share. 

So far the burden of direct taxes on 
agriculture was examined in absolute 


terms and it was concluded that the tax 
system has been characterized by revenue 
inflexibility. Due to the rigidity of tax 
rates, increase in prices of agricultural 
commodities, higher national income 
from this sector, increase in area and pro¬ 
ductivity etc were not reflected to a great 
extent in tax revenue. In relative terms 
also, agricultural sector has been lightly 
taxed as compared to non-agricultural 
sector. According to the Raj Committee 


Table in 

Expenditure on Agriculture and Tax Revenue from Agriculture During the Five 

Year Plans 

(Rs crores) 


Five 

year 

Plans 

Total expendi¬ 
ture on Agri¬ 
culture* 

Percentage 
of the total 
outlay 

Annuai averages of 

Expenditure 
on agricul¬ 
ture 

Expenditure 
on irrigation 
& flood con¬ 
trol 

Tax revenue 
from agri¬ 
culture 

First 

601 

31 

120 

62 

70.16 

Second 

950 

20 

190 

84 

99.50 

Third 

1754 

20.5 

351 

133 

123.84 

Annual Plans 

1624 

24.1 

541 

152 

113.33 

Fourth 

3948 

24.3 

789.6 

241 

120.17 


"Includes expenditure on agriculture and allied sectors, irrigation and flood con¬ 
trol. 

Sources: 1. The Third Five Year Plan p 33. 

2. Reports on Currency and Finance (RBI) for various years. 

Table IV 

Burden of Direct Taxes on Agricultural and Non-Agricultural Sectors 

(Rs crores) 


Year 

Agricultural sector 

Non-agricultural sector 

% of National income 

National 

income 

(current 

prices) 

Tax 

revenue 

National Tax 
income revenue 

(current 
prices) 

(2) as 
percentage 
of (1) 

(4) as 
percentage 
of (3) 


0) 

(2) 

(3) 

(4) 

1951-52 

4780 

55.9 

4750 

175.14 

1.16 

3.68 

1955-56 

4390 

88.8 

5590 

178.28 

2.02 

3.18 

1960-61 

6570 

100.4 

7460 

291.96 

1.52 

3.91 

1965-66 

9523 

122.0 

11263 

602.35 

1.28 

5.34 

1966-67 

11491 

100.3 

12645 

660.92 

0.87 

5.22 

1967-68 

14569 

110.7 

14064 

657.22 

0.76 

4.67 

1968-69 

13859 

124.1 

17027 

701.54 

0-89 

4.65 

1969-70 

14905 

117.1 

16527 

830.31 

0.78 

5.02 

1970-71 

16251 

123.1 

17966 

873.15 

0.75 

4.86 

1971-72 

16467 

112.3 

19550 

1051.6 

0.68 

5.37 

1972-73 

17500 

105.6 

21687 

1244.30 

0.60 

5.73 

Notes ; a 

. Exclude 

income from forests 

and fisheries. 

b. includes 

revenue from 


agricultural income tax, land revenue and surcharge on cash crops, 
c. includes revenue from income tax, corporation tax, wealth tax, estate duty 
and gift tax levied by union government and profession tax and urban 
immovable property tax levied by state governments. 

Source: Reports on Currency and Finance (various issues) 


44 total yield from land revenue and agri¬ 
cultural income tax amounted to only 
0.85 per cent of the net domestic product 
from the agricultural sector in 1970-71, 
while the revenue from income tax (even 
when corporation tax is not taken into 
account) formed 2.6 per cent of the net 
output of the non-agricultutral sector/’ 1 * 

The burden of direct taxes on agricul¬ 
tural and non-agricultural sectors is given 
in Table IV. 

small percentage 

It is clear fitorn Table IV that direct 
taxes paid by the farmers form a small 
percentage of income originating in agri¬ 
cultural sector. Only during the first 
Plan, due to some land reform steps the 
percentage increased from 1.16 in 1951- 
52 to 2.02 per cent in 1955-56, but since 
then the percentage of these taxes is con¬ 
tinuously falling and it went down to a 
low level of 0.6 per cent in 1972-73. 
Contrary to this low percentage the bur¬ 
den of direct taxation on non-agricultu¬ 
ral sector is higher and it increased from 
3.68 per cent (of national income from 
non-agricultural sector) in 1951-52 to 5.73 
percent in 1972-73. The disparity in 
the burden particularly widened since 
1960-61. 

Calculation of burden of indirect taxes 
on agricultural and non-agricultural sec¬ 
tors is a difficult task but some studies 
have been made in this field too. Accord¬ 
ing to these studies also, the indirect tax 
burden is relatively greater in non-agri¬ 
cultural sector as compared to agricul¬ 
tural sector. According to Bhargave and 
Srivastava “the percentage contribution 
of N(non-agricultural) sector in the total 
tax revenue of the union and state gov¬ 
ernments through indirect taxes was al¬ 
most double than that of A (agricultural) 
sector”” Their conclusion in this res¬ 
pect is given in Table V. 

Table V 

Burden of Indirect Taxes on Agricultural 
and Non-agricultural Sectors 14 


Year 

Indirect tax as percentage of 
national income 

Agricultural 

sector 

Non-agricultural 

sector 

1951-52 

3.2 

4 3 

1956-57 

4.5 

4.2 

1961-62 

4.8 

8.4 

1966-67 

6.0 

13.2 

1971-72 

9.5 

15.7 


Though the calculations are not very 
precise as they have assumed that “indi¬ 
rect taxes fall on both the sectors in 
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proportion to their per capita . expendi¬ 
ture on commodities and services con« 
sumed,” and in rural sector most of the 
commodities are consumed which do 
not bear indirect taxes, yet for a rough 
comparison these figures are sufficient 
to show that burden of indirect taxes, 
like direct taxes, on agricultural sector 
is lower as compared to that of non-agri- 
cultural sector. 

Some impediments have been there in 
mobilising more resources from agricul¬ 
ture. From administrative point of view 
the main difficulty is the peculiar nature of 
rural economy—degree of monetization 
is very low, practice of account keeping is 
almost absent due to the mass illitracy of 
farmers and there is the problem of losses 
due to crop failures. 

The state governments have hesitated 
in taxing the agricultural sector ade¬ 
quately because the farmers form the 
mass of electorate. They have always 
been hesitant to transfer the power of 
taxing agricultural sector to the central 
government which can more uniformly 
and more strictly enforce agricultural 
taxation. 

esssential feature 

In spite of political and administra¬ 
tive difficulties additional taxation on 
agriculture is essential for bringing 
more revenues to the government and to 
bring inter-sectoral equity between agri¬ 
cultural and non-agricultural sectors. 
Indirect taxes are not important for 
mobilizing more resources from rural 
sector as the proportion of rural income 
spent on the commodities and services 
of the kind that can be brought within 
the scope of indirect taxation is much 
smaller than that of urban incomes. The 
choice of indirect taxes such as excise 
duty, sales tax etc is governed to a large 
extent by purely administrative consi¬ 
deration: and administration of indirect 
taxes of agricultural goods is very diffi¬ 
cult. In case of direct taxes more 
resources may be mobilised by introduc¬ 
ing somewhat higher degree of progres¬ 
sion which is negligible or negative in 
these taxes at present. Attempts have 
been made by the several states for 
introducing progression but the diffe¬ 
rence made by such measures has been 
insignificant, whether judged in terms of 
equity or the additional revenue raised. 
Hence there is sufficient scope of collec¬ 
ting additional resources from direct 
taxes on agriculture by introducing 
higher degree of progression in these 
taxes. 

Mostly the argument of ‘ceiling on 
agricultural holdings’ is put* forth 
against the introduction of progression 
in these taxes. The Raj Committee 


also realised this difficulty but it was of 
the view that “what remains can still 
prove adequate for raising additional 
resources from agriculture through this 
instrument.'’ 11 Further the committee 
suggested that if “operational holdings 
in place of owned holdings are made the 
unit of assessment, the revenue from 
direct taxes may be quite high. But 
the assessment of income on operational 
holdings rather than owned holdings may 
create so many administrative prob¬ 
lems. 

different alternatives 

Different alternatives have been 
suggested from time to time for mobili¬ 
sing more resources from direct taxation 
on agriculture. Wald 16 suggested three 
ways for rationalization of land taxation 
in a country. Accoridng to him: (a) 
the tax base should be reformed and 
the method of assessment be improved 
so that the tax rests on a sound land 
classification system and accords as 
closely as possible with presumptive net 
income; (b) tax yield should be responsive 
to changes in prices and production and; 
(c) Tax liability should be related to 
the possible extent to the personal cir¬ 
cumstances of tax payers. 

LM.D. Little 17 suggested a scheme 
of progressive taxation of land. He 
suggested the division of land in as many 
as 27 slabs with marginal rate of taxa¬ 
tion rising from nil on holdings upto five 
standard acres to the maximum of Rs 
30 per acre on holdings above 30 acres 
in size. On the basis of the scheme 
proposed by him he expected the receipts 
of the order of Rs 240 crores or so. But 
the rate structure suggested by him was 
too complicated to be easily followed. 
K. N. Raj 1 * proposed a progressive 
scheme in which land tax is doubled 
on holdings above five acres, an addi¬ 
tional tax is imposed on agricultural 
rents and a surcharge is imposed on 
holdings above five acres under commer¬ 
cial crops. 

Prof. A.M. Khurso" suggested a 
simple three-tiered land revenue system 
with only three slabs or land brackets 
for the sake of “simplicity of adminis¬ 
tration and convenience of understand¬ 
ing." He recommended an all-India 
policy in this respect and proposed that 
the details in different states should be 
worked out allowing for differences in 
prevailing circumstances. He suggested 
that the holdings upto the size of five 
acres may continue to pay the same 
amount of land revenue prevailing in 
those days (Rs 3 per acre on the aver¬ 
age). For the holdings between 3 to 10 
acres he proposed a rate of Rs 5 per 
acre. Above the 10-acre size the land 


revenue could take a jump from Rs 5 to 
Rs 10 per acre, thereafter for all higher 
size grougs it remains constant at this 
rate. He suggested the idea of ‘stan¬ 
dard acres* in place of simple acres 
to be followed. 

According to Prof Kliusro standardi¬ 
zation can be done on the basis of soil 
climate complex rather than for each 
farm separately. He expected a subs¬ 
tantial increase in revenue (from Rs 
100 crores to more than Rs 300 crores) 
which may be achieved by taxing 
additionally a relatively small number 
of households which hold a large pro¬ 
portion of acreage. He pointed out 
some possibh objections; like absence 
of exemption limit and high marginal 
rate of tax may result in disparity bet¬ 
ween agricultural and non-agricultural 
income in favour of the latter. But, ac¬ 
cording to him the difference in direct 
taxes paid by two sectors and difference 
in cost of living in both the sectors 
may compensate the loss of higher 
direct taxes in agricultural sector. 

Khusro's study 

Prof. Khusro based his study on the 
farm prices prevailing in 1953-54 to 
1956-57 in the eight states of the coun¬ 
try, and for obvious reasons the study 
has no revelance in modern conditions. 
Further, marginal rate of tax cames 
too early (above 10 acres of holdings), 
thus the tax becomes progressive for 
small farmers but regressive for big 
farmers. In view of the proposed ceiling 
programme the marginal size of holdings 
can be extended, very safely, upto 15 
acres or so. Lastly, there is no system 
of rate-flexibility in the proposal and 
if introduced the tax would become slug¬ 
gish like the present land revenue. Later 
on. Prof. Khusro revised his earlier 
scheme and suggests {Economic Times 
June 17, 1967) that unirrigated land 
holdings up to five acres may be exempt¬ 
ed from land revenue. In this revised 
scheme he suggested a 25, 33.3 and 50 
per cent increase in land revenue on the 
land holdings of 5 to 7.5 acres, 7.5 to 
10 acres, and 10 acres and above res¬ 
pectively. 

The Raj Committee appointed by the 
government examined the question of 
agricultural taxation thoroughly and put 
forth different alternatives for additional 
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resource mobilisation from agriculture. 
The committee rejected the idea of 
wealth tax as the principle instrument 
of resource mobilization from agriculture 
on the grounds: due to very high basic 
exemption limit (*Rs 1.5 takb) and the 
other exemptions allowed the imposi¬ 
tion of wealth tax becomes ineffective 
after implementation of the ceiling 
programme; if exemption limit is lower¬ 
ed there would be considerable harass¬ 
ment of farmers in valuation of assets. 
The committee favoured the idea of 
taxation of capital gains at the time of 
transfer of agriculture land. But the 
tax may be adopted as an auxiliary tax 
rather than a main tax. 

The Wanchoo Committee on direct 
taxation favoured the idea of integration 
of agricultural and non-agricultural in¬ 
come and recommended to the central go¬ 
vernment to assume the power of taxing 
agricultural income through a constitu¬ 
tional amendment 10 , but the Raj Com¬ 
mittee rejected the idea on political and 
administrative grounds 11 and favoured 
the idea of only partial integration of 
agricultural and non-agricultural income 
in which agricultural income is taken into 
account while determining the rate of tax 
of non-agricultural income. The sugges¬ 
tion was incorporated in the Finance 
Act 1973. The committee also did not 
favour the idea of ‘progressive surcharge 
on land revenue. In its views for achie¬ 
ving the desired degree of progression 
in the land revenue the magnitude of 
surcharges will have to be a very large 
multiple of the basic land revenue. 

substitute tax 

After examining all the alternatives 
and finding some defects in them 
the committee suggested an •Agri¬ 
cultural Holdings Tax* which was to be 
imposed as a substitute of land revenue. 
The proposed tax was based on the 
‘rateable value' of a hectare of land 
which depends upon soil formation and 
climatic conditions etc. Different types 
of deductions were allowed from the 
rateable value! A simple formula was 
devised to calculate tax rate. If the 
ratable value of the holdings is X thou¬ 
sands rupees the AHT should form 
3^ per cent of this amount. 

2 

The response of the various states in 
implementing the tax has not be encou¬ 
raging. The Punjab government rejected 
the proposal outright on administrative 
grounds. Instead of imposing AHT the 
Punjab government announced 150 per 
cent increase in land revenue and reim¬ 
posed a cess on commercial crops in 
July 1974. Madhya Pradesh was the 
only state to impose agricultural taxation 


on the lines suggested by the Raj Com¬ 
mittee. However the provisions of the 
tax were entirely different from those 
suggested by the Raj Committee. 
But even this tax was withdrawn 
within six months of its imple¬ 
mentation. From the revenue point of 
view also the suggestion of AHT was 
not important as the committee expec¬ 
ted a revenue of Rs 150 to 200 crores. 
As the tax was suggested in place of land 
revenue which yielded Rs L42.3 crores 
in 1973-74, its substitution by AHT was a 
fiitile idea. 

central directive 

In July 1974 the central government 
issued a directive to the state government 
to impose a ‘farm tax’ 11 which was much 
different from what the Raj Committee 
had recommended.Instead of being a tax 
on agricultural income the proposed tax 
was on the size of holding and the area 
under cultivation. The greater the 
cultivated area the higher was the 
amount of tax. As the tax was akin 
to land revenue, the assessment was 
very easy on the basis of land revenue 
records. Due to heavy inflationary 
conditions prevailing in those days the 
states were told in dear terms that it 
was no more a question of ruling party 
losing its political base but the very 
survival of democracy *t$e If. But during 
one year no state governmenr came 
forward to introduce the proposed farm 
tax. 

Considering the political and adminis¬ 
trative difficulties for devising a good 
tax on agriculture the following points 
are to be considered. 

The role of the union government in 
taxing agriculture should be limited to 
putting a moral pressure over the states 
and, if necessary, using economic threats 
like not giving the overdraft facilities to 
states. But the administration of agri¬ 
cultural taxation should continue in the 
jurisdiction of the states as the condi¬ 
tions of agriculture in different parts of 
the country are widely different and the 
states maintain the records of land hold¬ 
ings. For bringing some uniformity in 
tax system the union government may 
point out some major policies and issue 
some guidelines but the details should 
be worked out by the states. 

Size of the holdings rather than in¬ 
come from it is the appropriate base for 
agricultural taxation as fluctuations of 
income from year to year and problem 
of losses may result in enormous admi¬ 
nistrative difficulties. It does not mean 
that income is totally ignored: it should 
be considered indirectly. Presumptive 
net income rather than actual income 
should be taken into account and it is 
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only possible if size of holdings is con¬ 
sidered as base. 1 Presumptive income 
should be defined not in terms of actual 
output but in terms of productive capa¬ 
city or the output which the land should 
yield if managed with average efficiency. 

Most of the state governments are 
not ready to disturb the status quo in 
agricultural taxation. Land revenue 
which is well established, fully under¬ 
stood, unavoidable and efficient tax has 
been the main source of revenue. It has 
the only demerit of regressiveness and in¬ 
equity. If some degree of progression 
is introduced in the tax it may be a best 
tax from the point of view of equity as 
well as resource mobilization. Ihere is 
no need of a general exemption limit if 
the rate of tax on small holdings is kept 
low. For example at the rate of Rs 3 
per standard acre a farmer possessing 
five acres of land would have to pay 
only Rs 15 per annum. However, hold¬ 
ings where cultivation is not being carried 
out may be exempted from land revenue. 
At the time of natural calamities the 
government may allow tax remission to 
small farmers. 

progressive tax 

The rate of tax should be progressive 
but the land slabs should not be more 
than 3 or 4 and marginal rate, which 
should come on holdings above 15 acres, 
should be high. As the high marginal 
rate would eflfcct only three per cent of the 
households it may not result in political 
problems. No rate structure can be Sug¬ 
gested as the conditions vary widely in 
different states and different regions of 
one state. Prof. IChusro suggested 11 a 
25 per cent increase in the existing rates 
of land revenue for the holdings between 
5 to 71 acres, 33.3 per cent increase for 
the holdings between 7* acres and 10 
acres and a 50 per cent increase for the 
holdings above 10 acres. The existing 
rates prevailing in Punjab and UP which 
he himself quotes, are given in Table VI. 

Tabu; VI 

Rates of Land Revenue in Punjab and 
Uttar Pradesh 


Size of 
holdings 

Rates of land revenue 
per acre (Rs) 

(acres) 

Punjab 

Uttar Pradesh 

. i _ 

0-5 

2.10 

8.92 

5-7.5 

2.09 

8.2 i 

7.5-10 

1.94 

8.52 

10 and above 

1.29 

7.92 


Thus there are big disparities in the 
rales of land revenue in the two neigh¬ 
bouring states while productivity of 
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The MICO range of spark 
plugs covers all 2-and 3-wheelers 
inade m India. Each type is 
designed specifically to suit a 
particular engine. So it is 
important to specify the engine 
the type when you buy a 
MICO spark plug. 

MICO spark plugs are preci¬ 
sion-made to exact standards. 
They are thoroughly tested at 
every stage of manufacture. 

The electrodes and the gap are 
designed to give optimum per¬ 
formance under varied opera¬ 
ting conditions. The plugs are 
mckel plated to resist corrosion 
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land in Punjab is higher than it is in 
Uttar Pradesh. Is it just to allow the 
same percentage increase (in the same 
land-slab) in both the states and conti¬ 
nue the disparities in tax burden for an 
indefinite period? For introducing 
a progressive rate structure each 
state should examine its tax rates in 
comparison to those of other states and 
fix some suitable rates. 

Any tax which is not related to the 
changing output and prices of agricultu¬ 
ral commodities tends to become as in¬ 
flexible as the traditional land revenue. 
Hence the tax yield under a reformed 
flexible land tax must be responsive to 
price and production changes. The 
achievement of this objective makes 
necessary the review of tax rates from 
time to time, The Taxation Enquiry Com¬ 
mission suggested a period of ten years 
for reconsidering the prevailing tax rates. 
Ten years' period seem to be reasonable 
for reassessment as the recurring changes 
in tax rates (if period of review is short) 
may create administrative problems and 
may result in the harassment of farmers. 

If these guidelines are followed it is 


During Rt;cr:Nr years sky-rocketing 
prices have been a universal phenomenon. 
However, for a poor developing country 
like India, where the rise in prices last 
year was as high as 30 per cent its effect 
has been disastrous. This has given rise 
to such movements as consumers’ resis¬ 
tance societies led by such eminent 
persons as Mrs Mrinal Gore which have 
been vocal and vociforous. These soci- 
tics are still in an embryo stage but 
taking into consideration the extent to 
which they have aroused consumer cons¬ 
ciousness about his rights, powers and 
privileges their efforts arc praiseworthy. 
Nevertheless for such movements to 
come in line with those of the west 
they have a long way to go. 

In the west in general, and the USA 
in particular, the commencement of 
consumers' movements came into being 
by the turn of the century. Between 
1900 and mid-1960 there have been in the 
USA three such movements—one in the 
early 1900’s, the second in mid-1930’s 
and the third in mid-1960’s. The first 
two flare-ups were short-lived. This has 
led to the controversy among the busi¬ 
ness observers, social critics and market¬ 
ing leaders whether or not the present 
one would meet with the same fate as 
the earlier ones. Those who think that 


not difficult to mobilise more resources 
from agriculture. The main tax from 
agriculture may be supplemented by some 
other taxes like surcharge on cash crops 
or betterment levies etc* The introduc¬ 
tion of capital gains tax at the time of 
transfer of property which would be a 
‘one time tax’ unlike the other recurring 
taxes, may also be helpful in mobilising 
more resources from agriculture. 
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it with proper warnings and controls. 
Sellers have the right to price the pro¬ 
duct at any level they wish provided 
there is no discrimination among similar 
classes of buyers. They have also the 
right to spend any amount of money 
they wish to promote the product, so 
long as it is not defined as unfair com¬ 
petition; they can formulate any message 
they wish about the product provided 
that it is not misleading or dishonest 
in content or execution. They have the 
right to introduce any buying incentive 
schemes they wish. 

As for the buyers, they have 
a right not to buy a product that 
is offered to them. They have the right 
to expect the product to be safe and to 
be essentially as represented by the 
seller. A casual glance at the rights of 
sellers and buyers as described above 
would immediately convice any impartial 
observer that the odds arc very much 
against the buyers and that the consu¬ 
mers’ sovereignty which is so much spoken 
about is merely a shadow and has no 
substance. What the buyers claim as 
their birth right is adequate information 
about the product, protection against 
questionable products and marketing 
practices and above all the right to in¬ 
fluence the products and marketing prac- 


What consumerism means 
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ticcs in directions that will increase the 
“quality of life”. 

It is evident that the rights of the 
buyers vis-a-vis that of the sellers are 
more valid and potent yet can we be 
sure that the consumer movement will 
be dynamic and continue to progress? Or 
would it ebb as has been the case in the 
past? Society has been so structured as to 
take the line of least resistance, but 
conditions have combined at present in 
such a way that make consumerism 
inevitable and become a successful social 
movement. These conditions are: struc¬ 
tural conduciveness; structural strains; 
growth of generalised belief; precipitat¬ 
ing factors; mobilization for action; and 
social control. Each of these conditions 
need to be elaborated. 

Structural conduciveness: This refers 
to basic developments in the society that 
eventually create potent contradictions. 
In comparison with the past, in the 
present society income and education 
have been continually advancing. This 
portends that many citizens would even¬ 
tually become concerned with the qua¬ 
lity of their lives, not just their material 
well-being. Structural conduciveness is 
also the result of technology and mar¬ 
keting. Technology has brought un¬ 
paralleled abundance and opportunity to 
the consumer exposing him at the same 
time to many hazards. Marketing has 
become more and more involved because 
of almost infinite product differentiation, 
complexities of trading stamps and 
other complications which are baffling 
even to a professional buyer, leave alone 
an average consumer. 

widening gap 

Structural strains: The present so¬ 
ciety has witnessed the ever-widening gap 
between the rich and the poor resulting 
in social discontent, and this has to a 
large extent been fueled by spiralling in¬ 
flation. Disparity in income levels is 
very great in India. Stuctural strains are 
noticed not only so far as the income 
levels are concerned, but also as a result 
of casteism and groupism, and this has 
spread discontent among the people. 

There is restlessness among the consu¬ 
mers caused by ecological changes. Popu¬ 
lation explosion and the pollution fallout 
associated with technological progress 
are causing discontent and a sense <>f 
insecurity among the people. 

Growth of a generalised belief: The 
discontent mentioned above is not in 
itself enough to bring about the change. 
There must grow a generalised belief 
about both the main causes of 
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social malaise and the potent effective¬ 
ness of collective social action. 
This growth of a generalized 
belief is the contribution of several fac¬ 
tors such as the writing of social critic* 
or the setting up of educational organi¬ 
zations like the consumers’ resistance 
society. 

Precipitating factors: In many parts 
of India the growth of generalized belief 
is put into action as a result of the 
housewives getting together and agitating 
against adulteration of foodstuffs 
and profiteering. 

consumer reaction 

Mobilization for action: Consumers 
have been raising their voices against 
rising prices, smuggling and the existence 
of black money from time to time. This 
would not have had a lasting effect had 
not additional resources been mobilised 
for action. Mention must be made of 
the following factors which fueled con¬ 
sumer movement. In the first place the 
daily papers gave front page coverage 
and editorial support to the activities of 
consumers. Secondly, some of the existing 
organizations such as labour unions 
and consumer education organizations 
rose in defence of the consumer. Thirdly 
a large number of politicians at the 
local, state, and also at the central level 
lent support to the movement. 

Social control: All the agitation in 
favour of consumerism has not been a 
voice in the wilderness. On the present 
reckoning it seems that it has been 
fruitful. Raids are being carried in 
different parts of the country against 
hoarders by the government. MISA 
[Maintenance of Internal Security Act] 
has been promulgated and some of the 
well known smugglers are now behind 
the bars. There are many other similar 
agencies which are attempting to curb 
malpractices and are striving to guard 
the interest of the consumers. 

It* can thus be concluded that consu¬ 
merism has become potent and inevitable 
and none can stop its onward march. 
Below are given some benefits of consu¬ 
merism both to the buyers and sellers. 

Neither consumerism nor any other 
social movement can get very far in the 
absence of combustible social material. 
Protest movements are indications that 
something is seriously wrong with the 
social system. They are the body politic’s 
warning system. They warn that the 
new problems that have arisen need 
solution and not rhetoric. 

Consumerism promises to be bene¬ 


ficial in the long run in that it forces 
businessmen to re-examine their social 
roles and challenges them to look at 
problems which are easy to ignore. It 
makes them think both of ends as well 
as means. Normally, we are interested 
in the immediate results but long term 
benefits cannot be ignored. All protest 
movements leave their mark on the social 
ethos. Apart from its philosophical 
content, consumerism has some very 
practical gains both for consumers and 
businessmen. Here are four arguments 
advanced by consumerists. 

Consumerism will increase the 
amount of product information. This 
will make the consumers buy more effi¬ 
ciently. They may obtain more value 
or goods with a given expenditure 
or a given amount of goods with a 
a lower expenditure. To the extent 
that greater buying efficiency .will 
result in surplus purchasing power, 
consumers may buy more goods in total. 
Consumerism will lead to legislation 
that limits promotional expenditure which 
primarily affects market shares rather 
than aggregate demand. Consumer dis¬ 
counts, trading stamp, and competitive 
brand advertising in demand inelastic 
industries are largely seen as increasing 
the cost of product to consumers with 
little compensating benefits. Reduction in 
the level of these expenditures, particular¬ 
ly where they account for a larger 
portion of total cost, should lead to a 
lower consumer prices. 

low social cost 

Consumerism will require manufac¬ 
turers to absorb more of the social costs 
imposed by their manufacturing opera¬ 
tions and product design decisions. 
Their higher prices will decrease the pur¬ 
chase of high social cost goods relative 
to low social cost goods. This will mean 
lower goods expenditure covered by 
taxes to clean up the environment, Con¬ 
sumers will benefit from a lower tax 
rates and/or from a higher quality envi¬ 
ronment. Consumerism will reduce the 
number of unsafe or unhealthy products 
which will result in more satisfied, heal¬ 
thier consumers. 

The present marketing concept calls 
for a customer orientation backed by 
integrated marketing aimed at generat¬ 
ing customer satisfaction as the key to 
attaining long-run profitable volume. 
With this concept the business sector has 
deluded itself into thinking that it has 
been serving the cosumer well. The 
marketing concept was a great step for¬ 
ward in meshing the actions of business 
with the interest of consumers. Jt meant 
the consumer wants and needs became 
the starting point for product and mar- 
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kct planning* marketing concept needs 
to be urgently implemented. 

However, even if this marketing con¬ 
cept as currently understood were wide¬ 
ly implemented, there is reason to be¬ 
lieve that there would be a consumerist 
movement, for the term consumer satis¬ 
faction is a much abused word in busi¬ 
ness. Most businessmen take customer 
satisfaction, to mean that consumers’ 
desires should be the orienting focus of 
product and market planning. The com¬ 
pany must produce what the consumer 
wants. But the problem is that in 
efficiently serving customers’ desires, it 
is possible to hurt their long-run inte¬ 
rests. Edmund Burke noted the critical 
difference when he said to the British 
electorate “I serve your interests, not 
your desires”. There are many kinds of 
products and services that satisfy con¬ 
sumers in the short run but dis-serve or 
dissatisfy them in the long run. The truth 
of this statement is revealed by the 
following examples: 

Large, expensive automobiles please 
their owners but increase the pollution 
in the air, the congestion of traffic, and 
the difficulty of parking, and therefore 
reduce the owner’s long run satisfaction. 

Cigarettes and alcohol are classic 
products which obviously satisfy custo¬ 
mers but which ultimately hurt them if 
consumed in excessive amounts. 

Ice cold drinks taken during the sum¬ 
mer give immense immediate satisfaction 
but in the long run give cold and cause 
soar throats. 

Many restaurants offer to their custo¬ 
mers different kinds of dishes that give 
delight to the palate of the customer but 
every possibility of a stomach upset 
next day. 

revised concept 

It should be remembered that consu¬ 
merism is a clarion call for a revised 
marketing concept. The societal market¬ 
ing concept calls for a customer orienta¬ 
tion backed by integrated marketing 
aimed at generating customer satisfac¬ 
tion and long run customer welfare as 
the key to attaining long run profitable 
volume. Just as the sales concept indi¬ 
cated that sales were all important, and 
the original marketing concept said that 
consumer satisfaction was important, 
the societal marketing concept has em¬ 
erged to say that long run consumer wel¬ 
fare is also important. 

According to Prof. F. Drucker: “Con¬ 
sumerism actually should be, must 
be, and I hope will be, the* oppor¬ 
tunity of marketing. This is what we in 
marketing have been waiting for.” The 
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alert company will see in consumerism 
as a new basis for achieving differential 
competitive advantage in the market 
place. A concern for consumer well¬ 
being can be turned into a profitable 
opportunity in at least two ways: 
Tnrough the introduction of needed new 
products; and through the adoption of 
company wide consumerist orientation. 
Let us now see how these two ideas can 
increase profitability. 

concern for health 

One of the main effects of consumerism 
is to increase the concern for health, 
safety and social worthiness of products. 
For a long time salutary criteria have 
been secondary to immediate satisfaction 
criteria in the selection of products and 
brands. But in recent times consumer 
needs and wants have been evolving to¬ 
wards concern for safety, health and 
self-actualization without many busi¬ 
nessmen noticing this. More and 
more people are concerned with the 
nutritiousness of their foods, the in¬ 
flammability of their fabrics, the safety 
of their automobiles, and the pollution 
quality of their detergents. Many manu¬ 
facturers have missed this changing psy¬ 
chological orientation of consumers. 

Today there are many opportunities 
for creating and marketing new products 
that meet consumers desires for both 
short-term satisfaction and long-term 
benefits. All current products that are 
being sold in the market can be classifi¬ 
ed in one of four ways using dimensions 
of immediate satisfaction and long-term 
consumer interest: (i) Desirable products 
—which combine high immediate satis¬ 
faction and high long-run benefit, such 
as tasty nutritious breakfast foods. (2) 

Pleasing products .which give immediate 

satisfaction but which may hurt consu¬ 
mer interest in the long run, such as 
cigarettes. (3) Salutary products —which 
have low appeal but which are highly 
beneficial to the consumer in the long 
run, such as low phosphate detergents. 
(4) Deficient products —which have neither 
immediate appeal nor salutory qualities, 
such as a bad tasting patent medicine. 

For the time being, the manufacturer 
may forget about creating marketing op¬ 
portunities for deficient products and 
concentrate on the other three. So far 
as desirable products are concerned, he 
should invest his greatest efforts in 
developing them. For example in tex¬ 
tile synthetic products have come into 
use replacing cotton textiles because they 
satisfy the consumer taste and in long 
run are beneficial to the consumer by 
saving his money on laundering. 

So fer as the pleasing products are 
concerned they sell extremely well and 
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hence the product opportunity is to for¬ 
mulate some alteration of the product 
that aids salutary qualities. For example 
various tobacco firms are researching 
on the use of lettuce leaf to eliminate 
the health hazards of tobacco leaf in 
cigarettes. With regard to the salutary 
products, many health foods are consi¬ 
dered good for the consumer but some¬ 
how lack pleasing qualities. It is a chal¬ 
lenge to the marketer to incorporate 
satisfying qualities in the product with¬ 
out sacrificing the salutary qualities. For 
example fabric manufacturers are trying 
to create attractive draperies out of new 
synthetic non-inflammable materials. 

A way to marry profitability to consu¬ 
merism is to become one of a growing 
number of companies that adopt and im¬ 
plement a thorough going concern for the 
consumer attitude. It involves manage¬ 
ment commitment, employee education, 
social actions, and company’s investment. 
The industry that adopts a consumerist 
orientation is likely to earn the early ad¬ 
vantage and reap the rewards. If the 
profits are forthcoming, others will rush 
in and imitate the innovators. But im¬ 
itation is not as effective as innovation. 
Consumerism may well turn out to be 
an opportunity for the leaders and a cost 
for the laggards. In conclusion we may 
say that the enlightened marketer at¬ 
tempts to satisfy the consumer and en¬ 
hance his total well-being on the theory 
that what is good in the long run for 
consumers is good for business. 
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Stabilization of 


As A general rule, the benefits of price 
rises do not seem to offset the disadvan¬ 
tages of price falls even if both varia¬ 
tions appear to be of the same magni¬ 
tude. 

Disturbance caused by fluctuations in 
export earnings may take various forms: 

1. Such fluctuations disrupt investment 
planning because the economic structures 
of developing countries are in many 
cases too rigid to enable them to take 
full advantage of an unexpected increase 
in their export earnings, whereas if these 
suddenly drop, projects in progress have 
to be abandoned or suspended, with no 
possibility of immediately substituting 
alternative projects with a smaller import 
content. 

upsetting the balance 

For developing countries dependent 
on highly unstable commodities, the 
tendency is therefore for a sudden rise 
in export earnings to lead to increased 
imports of consumer goods, while a 
sharp fall usually results in a worsening 
of the country's debt position. 

2. Fluctuations in export earnings 
also have the effect of upsetting the 
internal balance of public finances. 
When prices are rising, governments 
will often increase public current ex¬ 
penditure, which is difficult to cut back 
if the trend is reversed. The loss of tax 
revenue must then be offset either by 
higher rates of taxation on the producers' 
incomes, or by recourse to domestic 
borrowing with the risk of inflation 
which that entails. In either case, the 
erosion of the producers' real income 
may lead them to abandon production 
for export and thus precipitate the decline 
of export earnings. 

3. Lastly, the effects of fluctuations in 
export earnings on the balance of pay¬ 
ments situation are obvious* If prices 
fall, these effects will be aggravated in 
many instances, by anticipatory move¬ 
ments on the part of transactors, such as 
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export 

-- 

When export prices for the main 
commodities exported by the 
developing countries fall in the 
world markets, they have no option 
but to cut back their development 
plans. Many of these countries 
won political independence during 
the past two to three decades but 
they found themselves dependent 
on the industrially advanced coun¬ 
tries for their economic sus¬ 
tenance. To discuss some of the 
vital problems facing the develop¬ 
ing nations, the seventh special 
session of the U.N. General 
Assembly was held between 
September 1 and 12 this year. This 
paper on the stabilization of ex¬ 
port earnings prepared by the 
Commission of the European 
Communities, Brussels, expounds 
the viewpoint of the west Euro¬ 
pean nations. —Editor 


transfers of capital abroad, faster pay¬ 
ments for imports, delays in repatriating 
export earnings, etc. 

Therefore, a policy aimed at stabiliz¬ 
ing export earnings must not only act 
on the structures of the exporting coun¬ 
try’s economy but must also mitigate the 
current difficulties of transactors (pro¬ 
ducers fend state) so that the latter do 
not react to unexpected fluctuations in 
export earnings in a way which would 
worsen the structural imbalances of the 
economy. 

It is essential here that stabilization 
measures should be so devised that they 
are not open to the criticisms incurred 
by all systems which have the effect of 
insulating producers and exporters from 
market forces. 

When the factors contributing to the 
instability of the developing countries* 
export earnings are analysed, it can be 
seen that fluctuation in commodity prices 
is not the only phenomenon involved. 

jK 


earnings 

The Commission has studied the varia¬ 
tions in export quantities, prices and 
earnings for fourteen main commodities 
exported by the developing countries, 
taking into account for each product a 
number of developing countries, exporting 
between them from 60 to 70 per cent of 
the developing countries* total exports 
of the product in question. Forty-four 
cases of variation were established in 
this way, and their analysis produces the 
following conclusions : 

1. — If price fluctuations and varia¬ 
tions in quantities are compared, it is 
apparent that: 

—In 28 cases quantities fluctuate 
more sharply than prices. In 16 
of these cases fluctuations in quan¬ 
tities are less than 20 per cent; in 
a further six cases they are between 
20 and 30 per cent, and in the re¬ 
maining 6 cases they are greater 
than 30 per cent; 

—In 16 cases price fluctuations are 
greater than variations in quanti¬ 
ties. 

sharp fluctuations 

This shows for the first time that 
quantities fluctuate relatively more sharp¬ 
ly than prices. These quantity fluctua¬ 
tions are generally caused by one or 
other of the following factors or a com¬ 
bination thereof: 

—price fluctuation following changes 
in the economic trend in the in¬ 
dustrialized countries; 

—climatic conditions in the exporting 
developing countries; 

—independent factors such as drops 
in production due to strikes, acci¬ 
dents, wars, etc. 

2. —If variations in quantities are 
compared with fluctuations in export 
earnings, it is apparent that: 

—In 18 cases fluctuations in earnings 
are approximately equal to those 
in quantities; consequently, vtria- 
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Now liuRt gin tin wo 

| gt is India that aava man -$i 

■ 4h» inganious method of 
counting all numbers by ten 
symbols and freed him from 
the bondage of counting on 
his fingers. 

' Among these symbols the 
/.nost modest, yet the most 
valuable of India's subtle 
gifts to mankind was the 
zero. ' 

Derived from the square 
shape of the Yagnakunda 
used in worship, each of 
.hese symbols was given a 
value of position as well as 


one of its most useful inventions. 
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an absolute value. 

These numbers were In 
common use in India in 
Ashoka's time (273-232 
B.C.). It was to be a 
thousand years later that 
Muhammad Ibn Musa 
aJ-Khawaraimi introduced 
them to Baghdad.* from 
where they found their way 
to Europe. 

Lending mathematical 
computations ease and 
simplicity, these symbols 
made possible the 
calculation of what before 
was incalculable. 

Over the ages man's 
methods of solving 
mathematical problems 
have been growing to meet 
his complex needs. Today 
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ingenious devices enable 
him to make intricate 
calculations in billionths of 
a second. Making it possible 
for him to attack problems 
in ways never possible 
before. . 

With computers. HP 
We are proud that IBM 
introduced the 
manufacturing of computers 
end other data processing 
equipment in India, which 
are helping the nation meet 
the challenge of building a 
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new tomorrow. 
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tions in quantities .have more or 
less offset price fluctuations, or 
vice versa . 

Of these 18 cases the two variables 
fluctuated by less than 10 per cent in six 
cases, between 10and 20 percent in 
eight cases, and more than 20 per cent 
in four cases. 

Where quantities and prices vary in¬ 
versely, the smallest variation—in this 
case that of prices—is cancelled out. 

— In 26 cases variation in prices and 
that in quantities have a cumula¬ 
tive effect thus considerably in¬ 
creasing the instability of export 
earnings. 

Price stabilization is not enough in 
itself, therefore, to stabilize the develop¬ 
ing countries’ export earnings and con¬ 
sequently bring about the harmonious 
economic development of the developing 
countries which export commodities. 
On the contrary, it may even be detri¬ 
mental to their economic development, 
since price stabilization amounts to re¬ 
stricting—to the disadvantage of the 
exporting developing countries—the 
possibilities of compensation which could 
be offered them over a period of time. 
By abolishing or diminishing the role of 
one of the market regulators, price stabi¬ 
lization alone could even make export 
earnings more unstable if fluctuations in 
production were caused by non-cconomic 
factors. 

no material incentive 

In this event, a sudden and temporary 
cut in production would not be offset 
by price rises. As a result, not only 
would the country fail to achieve the 
level of earnings which it could have 
expected before prices were stabilized, 
but also producers would have no mate¬ 
rial incentive to step up their production 
efforts during the following year. More¬ 
over, in the case of products for which 
prices are not only unstable but also show 
a basic tendency to fall as a result of com¬ 
petition from synthetic products, mere 
stabilization of prices would have the 
effect of speeding up the production of 
substitute products. 

Four different ways of influencing the 
export earnings of countries producing 
commodities can be distinguished: 

— market intervention to influence 
the prices paid to producers; 

—the granting of trade preferences 
to certain producer countries; 

—or/ hoc institutional solutions disre¬ 
garding market mechanisms; 

—a system involving no interference 
EASTBRN ECONOMIST 


with market mechanisms and pro¬ 
viding for direct payments to pro¬ 
ducer countries to offset the diffe¬ 
rence, established ex post between 
export earnings and their reference 
level fixed by agreement. 

Market intervention: The techniques 
of market intervention to influence the 
prices of commodities involve ^breaking 
down the export market, monitoring 
supply and possibly establishing buffer 
stocks. 

influencing prices 

In the Community’s case, these solu¬ 
tions would normally apply only in res¬ 
pect of those commodities of which it 
is the major world importer. The Com¬ 
munity's dominant position on the world 
market could then enable it to influence 
the price of the product in question 
through an arrangement providing for 
market interventions. 

These solutions imply: 

—keeping supply under control which 
countries with small administra¬ 
tions cannot easily enforce on in¬ 
dividual producers; 

—the financing of buffer stocks, 
which is often costly; 

—impartiality on the part of the 
agreement in question among the 
producer countries. The whole¬ 
sale transfer of these benefits to 
producers is often difficult to 
avoid, despite the possible repercus¬ 
sions of such a transfer on the 
growth of supply. 

However, most of the consumer coun¬ 
tries, are opposed to these solutions, 
which is easily understandable. Micro- 
economic analysis shows that if it were 
possible to predict the average level of 
prices for a commodity and to stabilize 
them at that level by means of a buffer 
stock, consumers would suffer as a result 
of stabilization wherever the instability 
of prices was mainly due to fluctuations 
in supply. This is the case with most 
tropical agricultural products which owe 
their unstable prices to production haz¬ 
ards much more than to fluctuations in 
demand. If the consumer countries re¬ 
luctantly agree nonetheless to conclude 
a world agreement to stabilize the prices 
for a product of this kind, they will then 
be tempted to exert pressure on the 
producer countries to accept prices being 
stabilized at a relatively low level i.e. 
lower than the most probable average 
price. 

However, the positions of the consu- 
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mer and producer countries are reversed 
where price instability is mainly due to 
fluctuations in demand. This is the 
case with most mineral products (copper, 
for example), where prices are influenced 
far more by changes in the economic 
trend in the industrialized countries than 
by changes in the conditions of supply. 
Here, it is in the interests of the consu¬ 
mer countries to promote those stabiliza¬ 
tion measures which are within their 
reach, whereas the producer countries 
might prefer prices to remain unstable if 
they could predict to what extent and in 
what direction prices would fluctuate. 

In any event, commodity market in¬ 
tervention will have a stabilizing influence 
on the export earnings of the producer 
countries only in respect of products 
whose prices are more unstable than the 
quantities exported. 

Measures to stabilize world or com¬ 
modity agreement prices cannot bring 
down the instability index for export 
earnings below that for quantities. 

At world level, prices are generally 
more unstable than quantities exported 
where price instability is mainly due to 
fluctuations in demand in the consumer 
countries. This is the case with copper 
and most mineral products, tropical tim¬ 
ber, cotton, rubber—in other words 
most of the major commodities used in 
industry. 

On a smaller scale the same phenome¬ 
non (prices more unstable than the quan¬ 
tities exported) where fluctuations in 
world prices are caused by supply distur¬ 
bances in the main producer countries 
which are not signatory to a given com¬ 
modity agreement. 

stabilising earnings 

in both cases, market intervention 
can stabilize not only prices but also the 
volume of transactions, and therefore the 
earnings of exporting countries. 

If, however, market instability is 
mainly due to fluctuations of supply in 
the countries signatory to such an agree¬ 
ment, mere stabilization of prices is likely 
to make their export earnings still more 
unstable. 

To sum up, market intervention 

—is applicable on a less than world¬ 
wide scale only in a limited number 
of cases; 

—hardly satisfies the consumer coun¬ 
tries m most cases, except where a 
relatively low stabilization price Is 
fixed; ■ 

—has an influence only on commodity 

mntmv* \2*l9is 



prices, whereas the aim must be to 
stabilize the export earnings of the 
producer countries. 

In view of these drawbacks, it would 
seem that market intervention techniques 
should not be used in the context of the 
convention* In addition, the existence of 
world agreements for certain products 
does not mean that arrangements of a 
different type cannot be worked out to 
mitigate certain shortcomings in those 
agreements, which they would supple¬ 
ment. 

Preferential systems: Such systems are 
by definition geographically limited, based 
as they are on guaranteed price systems 
whereby the producer counties signatory 
to the relevant agreement are accorded 
tariff preferences or reductions in levies. 
A solution of this type while acceptable 
for products already subject to customs 
duties on importation or covered by the 
common agricultural policy, would raise 
serious objections if it entailed new bar¬ 
riers to international trade. 

A solution such as this can only be 
envisaged where the commodities export¬ 
ed by the countries signatory to an agree¬ 
ment account for only a small propor¬ 
tion of the world market. If this condi¬ 
tion were not met, the preferential sys¬ 
tem would have no real content. 


tem of preferential prices backed up by 
tariff and levy instruments would mean 
that machinery would have to be set up 
to ensure that Community industries pro¬ 
cessing the commodities covered by the 
agreement in question were internation¬ 
ally competitive. 

Non-market institutional solutions: 
This approach requires the setting up 
of bodies to buy from the producer coun¬ 
tries specific quantities of the product 
covered by the agreement at the price 
fixed, for subsequent disposal on the 
Community market, putting back on the 
world market, storage or denaturing. 

The principle behind the Common¬ 
wealth Sugar Agreement places it in this 
category. Such a system provides maxi¬ 
mum guarantees for the producer coun¬ 
tries but would probably be: 

—politically unacceptable to all the 
member states of the Community 
as it covers a large number of pro¬ 
ducts; 

—ineffective in the long term, since 
the system would insulate the pro¬ 
ducer and consumer countries party 
to the agreement in question from 
market constraints unless accom¬ 
panied by measures affecting pro¬ 
duction structures. 


compensatory payments: The basic princi¬ 
ples behind this kind of system are 
following: 

—the fixing of a reference price by 
product (and where applicable by 
country) for “traditional” quanti¬ 
ties; 

—a guarantee for those countries re¬ 
ceiving a transfer of financial re¬ 
sources equal to all or part of the 
difference between the actual value 
of exports to the Community (price 
x quantities exported) and the refe¬ 
rence value (price x quantities). 

Such a system would offer the follow¬ 
ing advantages: 

—its principle is simple; 

—it permits adjustment of the trans¬ 
fers going to countries most affect¬ 
ed by the instability of their export 
earnings, whatever the reason for 
this instability; 

—it protects the recipient countries 
against market contingencies while 
allowing the market to ittain its 
role as an indicator of pressures, 
arising from scarcities, between 
supply and demand; 

—it is relatively cheap to run and can 
even, under certain conditions, be 
self-sufficient. 


Lastly, it should be noted that a sys- 


Non-intervention on the market and In view of the economic analysis 
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summarized above and a number of poli¬ 
tical constraints, which dictate that the 
system to be set up should: 

—not interfere with the free play of 
market forces; 

—not create obstacles to international 
trade; 

—be compatible with world agree¬ 
ments where these exist for the pro¬ 
ducts in question and not obstruct 
the conclusion of new world agree¬ 
ments. (The Commission proposed, 
on April 4, 1973 that a system of 
stabilizing of export earnings would 
be the most appropriate way of im¬ 
plementing Part III of Protocol No 
22 to the Act of Accessionf.) 

“Deniau plan" 

Christened by the press the “Deniau 
Plan” after the members of the Commis¬ 
sion of the European Communities then 
responsible for development and co¬ 
operation, this proposal was the subject 
of long and difficult negotiations succes¬ 
sfully concluded under Mr Claude Chey- 
sson, who succeeded Mr Deniau. 

It would certainly be interesting to 
trace the development of ideas between 
April 4, 1973 and February 1, 1975 and 
follow the system’s chequered career 
from the initial proposal, which to say the 
least was at the outset far from arous¬ 
ing unqualified enthusiasm whether 
among the industrialized countries, in¬ 
cluding some of those within the Com¬ 
munity, or among other developing coun¬ 
tries, and which now it is completed 
may not perhaps fulfil all the hopes 
placed in it by the ACP States, to the 
final text agreed by the negotiators. Un¬ 
fortunately this would require too much 
space, and the reader is accordingly 
asked to content himself with the fol¬ 
lowing comments on “STABEX”—the 
code name given to the system—as defin¬ 
ed by the Convention. 

Stabcx “has the aim of remedying the 
harmful effects of the instability of ex¬ 
port earnings and of thereby enabling 
the ACP States to achieve the stability, 
profitability and sustained growth of 
their economies.” The products covered 

SPan III of Protocal Ns 22 states*that “The 
Community will have as its firm purpose the safe¬ 
guarding of the interests of a II the countries refer¬ 
red to in this Protocol”—i.e. A ASM and indepen¬ 
dent developing Commonwealth countries in 
Africa, the Indian Ocean, the Pacific Ocean and 
the CVibbean—” whose economies depend to a 
considerable extent on the export of primary pro¬ 
ducts, and particularly of sugar. The question 
will be settled within this framework, bearing in 
mind With regard to exports of sugar the impor¬ 
tance of this product for the economies of several 
of these countries and of the Commonwealth 
countries in particular.” 


by the system, its machinery, the finan¬ 
cial arrangements and its other aspects i 
will be described here successively. 

1. For the purpose of compiling the 
list of products, two sets of criteria were 
taken into consideration: 

—those adopted at Kingston, namely 
the importance of the product 
for the level of employment in the 
exporting country, the deteriora¬ 
tion in the terms of trade between 
the Community and the ACP Slate 
concerned, and the level of develop¬ 
ment in the different ACP States; 

—the fact that earnings from a pro¬ 
duct arc traditionally unstable be¬ 
cause of fluctuations in prices and,/ 
or quantities, and the dependence 
of the economies of the ACP States 
on these products.* 

dependence criterion 

The dependence criterion is expressed 
by fixing a “dependence threshold”. In 
normal circumstances, export earnings 
from the product in question must, in 
the year preceding each year of applica¬ 
tion, represent at least 7.5 per cent of 
total earnings from exports of goods. 
For sisal, this proportion is reduced to 
five per cent, and for the least developed, 
landlocked or island ACP States, to 2.5 
per cent. The dependence threshold prin¬ 
ciple calls for two remarks: 

—the fact that these thresholds are re¬ 
calculated each year is one of the 
factors which gives the system its 
dynamic character and keeps it 
close to economic reality. The 
annual calculation of the thresholds 
provides a “photograph” of the 
rend of the economy of the pro¬ 
duct concerned in the general eco¬ 
nomic trend of each country: 

—the fixing of a lower threshold for 
the least developed, landlocked or 
•island ACP States denotes the 
negotiators’ concern to reserve spe¬ 
cial treatment for these States. 

Some of the criteria mentioned above 
are applicable as long as the system is 
in operation. If, a year or more after 
the Convention has come into force, it 
appeared that one or more products not 
yet included were to assume considerable 
importance for one or more of the ACP 
States and be subject to sizeable fluctua¬ 
tions, the Council of Ministers can decide 
to include such product or products 
among those covered by the scheme. 

2. Application of the above criteria 

•See appendix for brief statistical information 
on this question. 


led to the compilation of a list compris 
ng several groups of products: 

—a number of tropical commodities 
more or less corresponding to the 
seven products originally proposed 
by the Commission: groundnuts, 
cocoa, coffee, cotton, coconut pro¬ 
ducts, bananas; 

-—a number of products which are 
similar in some ways to those of 
the first group: hides, skins and 
leather, wood, tea, raw sisal, palm 
products; 

—certain products obtained from 
commodities after initial processing: 
groundnut oil and oilcake, cocoa 
paste and butter, extracts, essences 
or concentrates of coffee, etc.; 

—iron ore, which the Community 
agreed to include only for the sake 
of not jeopardizing the achievement 
of an overall agreement, for it re¬ 
mains firmly opposed to the exten¬ 
sion of the system to mineral pro¬ 
ducts. 

There arc two ways of looinkg at the 
list. If the products are taken by fami¬ 
ly, the number is 12. If the number of 
members in the different families are 
counted—'which is what really has to be 
done since each product is “insured” 
separately--the number is 29. 

3. The system applies to products 
originating in the ACP States and expor¬ 
ted by them to the Community, i.e. which 
arc released for home use in the Com¬ 
munity or brought under inward proces¬ 
sing arrangements there in order to be 
processed. 

special cases 

In certain special cases, the system 
covers all exports, whatever their desti¬ 
nation. At the time of signature, this 
derogation concerns Burundi, Ethiopia, 
G inea Bissau, Rwanda and Swaziland. 
This list of countries could, if necessary, 
be amended by mutual agreement. 

1.—Central to the machinery is the use 
of the ACP States’ export statistics and 
the Community’s import statistics. Be¬ 
cause the statistics may not tally for 
various reasons (time lag between ship¬ 
ment and clearance through the Commu¬ 
nity customs, rerouting of cargoes to a 
different destination, etc.), they will have 
to be cross-checked in order to arrive 
at definitive figures. The fob values 
are to be taken into account* Because 
fob values are generally used for export 
statistics and cif values for import statis¬ 
tics, these figures will either have to .be 
cross checked, or else a fob/cif coeffi¬ 
cient will have to be applied. % 

To facilitate these cross-checks; and 
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generally ensure that the system works 
rapidly and well, statistical and customs 
cooperation will be set up between the 
Commission and the ACP States* With¬ 
in this framework, the ACP States and 
the Commission will take any practical 
measures to facilitate the exchange of 
information and the submission of re¬ 
quests for transfers. 

2. ^-The statistics will be used in the 
first place to calculate the reference level 
for each ACP State and for each pro¬ 
duct. This reference level is the moving 
average, for four years preceding each 
yqar of application, of each ACP State's 
earnings from its exports to the Commu¬ 
nity. The reference level for 1975, for 
example, will be calculated on the basis 
of the results of the years 1971 to 1974, 
for 1976 on the basis of the results from 
1972 to 1975, and so on. 

3. —Secondly the actual results for 
each year of application can be deter¬ 
mined from the statistics. The first 
condition which must be met if the 
system is to be brought into action is 
that 'actual earnings in a given year 
must be lower than the refe¬ 
rence level. Although necessary, this 
condition is not sufficient, for in addi¬ 
tion this difference must be higher than 


a threshold known as the “activation” 
or “fluctuation” threshold. This is 
normally 7.5 per cent, but for the 
least-developed, land-locked or island 
countries it is 2.5 percent. 

4.—Once it is established that the 
activation threshold has been passed, 
the difference between the reference 
level and actual earnings constitutes the 
basis for the transfer. 

Each ACP State concerned must 
apply to the Commission for a transfer; 
the latter examines the request and 
draws up a draft transfer decision 
in conjunction with the requesting 
state. 

If, however, the examination shows 
that the fall in earnings from exports to 
the Community is the result of trade 
policy measures which are restrictive 
or discriminate against the Community, 
the application cannot be considered. 

Moreover, apart from the normal case 
fluctuations due to market and produc¬ 
tion contingencies and apart from the case 
of a restrictive trade policy, there are 
many other reasons why export earnings 
may fall. For instance, although exports 
remain constant in volume, the pro¬ 


portions going to their different desti¬ 
nations may very; commodity exports may 
fall because local processing develops or 
local consumption increases; exports 
may also fall as a result of a natural 
disaster or a reduction in demand. 

In some of the situations which 
have just been enumerated—and the 
above list is not exhaustive—there might 
be a risk of the system coming into play 
where economic conditions did not justi¬ 
fy it. To deal with this risk, the Com¬ 
mission ascertains whether the trend of 
the applicant ACP State's total exports 
reveals important changes. If so, the 
Commission and the applicant state 
consult to determine whether, and to 
what extent, the amount of the transfer 
would be affected. 

5.—When these examinations and the 
necessary consultations have taken place 
and the transfer decision has been drafted 
in conjunction with the applicant state, 
the Commission then adopts this deri¬ 
sion which is rendered operative by the 
conclusion of a “Transfer Agreement” 
between the Commission and the appli¬ 
cant state. 

6—It is important that there should 
be arrangements for payments on account. 
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for the reasons mentioned in the first 
part above, particularly because transfers 
have a stabilizing effect only if they are 
made as far as possible simultaneously 
with the first effects of the fall in earn¬ 
ings and also because if the time lag 
were too great, the transfers might ac¬ 
tually have a destabilizing effect. 

The Convention expressly provides 
for this possibility, since it refers to 
“advances normally six-monthly”. This 
provision is fundamentally relatively 
easy to apply if it is borne in mind 
that the annual profile of a country’s 
exports is generally constant in time. 
In other words, the monthly pattern 
of exports varies little, which means 
that seasonal adjustment factors can be 
used. 

What does vary, however, is the 
monthly amplitude. The amount of the 
advances will therefore be determined 
by the use of seasonal adjustment fac¬ 
tors and by taking into account varia¬ 
tions in the amplitude. 

To |sum up, these are straightfor¬ 
ward tasks making usejof well-established 
statististical techniques but involving a 
considerable amount of work. This work, 
however, will not be without purpose, 
nor will it be dictated by perfectionism: 
the logic of the system itself requires it. 

financial arrangements 

1.—A total amount of not more 
than 375 million u.a. has been set aside 
to finance the stabilization system for 
the life of the Convention. This amount 
is divided into live annual instalments of 
75 million u.a.*. Any remainder 
of an annual instalment is automatically 
carried over to the following year. If 
transfers to be made in any year should 
exceed the amount of the annual instal¬ 
ment, the Council of ministers may 
authorize, except of course in the final 
year, an advance drawing of up to 20 
per cent of the following instalment. 

The above is a summary of the pro¬ 
visions in the Convention. In practice 
they mean: 

—that everthing has been done to 
see that the system can play its 
part throughout the life of the Con¬ 
vention and that accordingly there 
is no justification for the fears 
sometimes expressed that it will 
rapidly run out of funds; 

—that as from the second year, on 
the assumption that the first ins¬ 
talment has not been wholly spent, 

♦If this amount were regarded as an insurance 

S emiun and related to the "risk” to be covered 
« dm total shown in the second part of the ap¬ 
pendix), It would be found that it represented ap¬ 
proximately 4 per cent of that risk. 
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the resources available would be 

as follows: 

• any remaining carried forward 
from preceding years, 

• the annual instalment of 75 mil¬ 
lion u.a., 

• up to 50 million u.a. which can 
be drawn in advance on the fol¬ 
lowing year’s instalment, 

• resources set aside for the system 
in accordance with the principle 
that the ACP States will, under 
certain conditions, contribute to 
the reconstitution of the fund. 

remote possibilities 

Of course, if no money is carried 
over, if no contribution is made to the 
reconstitution of the fund, and if as 
much as 20 per cent of the following 
year's instalment has had to be drawn 
i.e. ( assuming the worst, then obviously 
available resources might be only 90 
million u.a. for the first year, 75 million 
u.a. for the second, third and fourth 
years, and 60 million u.a. for the last 
year. Although this is a sphere ruled 
by uncertainties, the possibility that the 
worst might happen is remote. 

Nonetheless, the negotiators insisted 
on preparing for such a possibility, and 
had a clause inserted in the Convention 
which stipulates that the Council of 
Ministers may reduce the amount of the 
transfers to be made under the system 
on the basis of a report submitted to 
them by the Commission. 

As is expected and account is 
taken of contributions to reconstitute 
the fund, if there are any funds left over 
after the expiry of the Convention, the 
Council of Ministers will decide how 
these amounts are to be spent. 

2.—The states which have received 
transfers--which it should be emphasi¬ 
zed, are interest-freeware to contribute 
to the reconstitution of the system’s 
resources if the Commission notes that 
for any year and for any product, the 
unit value of exports^ is greater 
than the reference unit value that 
the quantity actually exported to 
the Community is at least equal to the 
reference quantity. In this case, the 
recipient state is required to pay back 
into the system wiihin the limit of the 
transfers it has received, an amount 
equal to the reference quantity multi¬ 
plied by the difference between the re- 


tThc reference level is the product of the re¬ 
ference quantities multiplied by the reference unit 
value. The same applies to the actual earnings. 
Whereas for the purpose of transfers it is enough 
to know the figures relating to the reference level 
and actual earnings, each of the factors has to be 
taken separately to implement the provisions for 
reconstituting the fund. 


ference unit value and the actual unit 
value* 

Some examples are called for. In 
them the reference value is assumed to 
be 10,000, obtained by multiplying a 
reference unit value of lOOby a refe¬ 
rence quantity of 100, and the country 
in question will be assumed to have re* 
ceived during the preceding year a 
transfer amounting to 1000. 

—Case I: The actual unit value is 
120, and the actual quantities are 
80, so that actual earnings are 
9,600. Although the unit values 
have risen, the country not only 
does not have to pay anything 
back into the fund, but may asK 
for a transfer. 

—Case 2: The unit value is 105, 
actual quantities are 100. In this 
case actual earnings amount to 
10,500 and the country pays back 
500. 

—Case 3: The unit value is 120, the 
actual quantities are 100. Because 
the country has received one transfer 
only of 1000, it will have to pay 
back 1000, though its actual earn¬ 
ings amount to 12,000. 

—Case 4: The unit value is 100, 
the actual quantities are 110. Al¬ 
though actual earnings are 11,000, 
the country is not required to pay 
anything back, since the actual 
unit value does not exceed the 
reference unit value. 

reconstitution of funds 

3. If, on expiry of the live-year period 
referred to in paragraph 2, the resour¬ 
ces have not been fully reconstituted, 
the Council of Ministers, taking into 
consideration in particular the situa¬ 
tion and prospects for the balance of 
payments, exchange reserves and foreign 
indebtedness of the ACP States concer¬ 
ned, may decide that the sums outstan¬ 
ding are to be reconstituted wholly or 
in part, in one or more instalments, or 
that rights to payment arc to be waived. 

4. States regarded as being among 
the least developed within the meaning 
of the Title on financial and technical 
cooperation are exempted from having 
to make any contribution to reconsti¬ 
tution of the fund. 

The other aspects #f the system and 
final comments are: 

1. It will be noted that states re¬ 
ceiving transfers will be free to decide 
for themselves how the funds shall be 
used. They will nonetheless be required 
to inform the commission each year of 
the use which has been made of the 
amounts transferred* 

2. The period of application of this 

r 
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system will be the same as that laid 
down for financial and technical co¬ 
operation. 

3. It will also be noted that the 
stabilization system has two lists of least 
developed countries: the “least develo¬ 
ped, land-locked or island countries” to 
which the special dependence and 
activation thresholds apply, and the] 
“least developed countries” within the 
meanining of the arrangements for 
and technical cooperation, which are 
the only ones not required to contri¬ 
bute to the reconstitution of the fund. 

4. It will be recalled that under 
Article 118 of the Treaty of Accession, , 
measures taken under Protocol No 22 
are extended to include the OCT. This 
means that these countries and territo¬ 
ries will also be covered by the stabiliza¬ 
tion system under a decision to be taken 
by the Council of the European Com¬ 
munities. This decision will be closely 
modelled on Chapter 1 of Title II, any 
special points arising from the statute of 
the OCT being taken into consideration. 

. a major innovation 

In setting up a system of export earn¬ 
ings stabilization, the Convention is 
making a major innovation in interna¬ 
tional economic relations. Apart from 
the IMF system of compensatory financ¬ 
ing, which is substantially different from 
the stabilization system negotiated by 
the Community and the ACP States both 
in its purpose and in its methods, this 
is the first time that industrialized coun¬ 
tries and developing countries exporting 
commodities have agreed to set up a 
system designed to guarantee the latter 
a certain level of export earnings by 
shielding these earnings against the fluc¬ 
tuations to which they are normally ex¬ 
posed by the action of market forces and 
the hazards of production. 

The considerable political significance 
of this innovation cannot be over-estimat¬ 
ed. This is an initial practical response, 
incomplete though it is, to a number of 
anxieties which have for decades passed 
prevented the development of harmonious 
and balanced relations between those 
who produce raw materials and those 
who use them. 

Protocol No 17 annexed to the Act 
concerning the Conditions of Accessions 
and the Adjustments to the Treaties pro¬ 
vided that until February 28, 1975 the 
United Kingdom was authorized to im¬ 
port from the exporting countries and 
territories referred to in the Common¬ 
wealth Sugar Agreement, on certain 
terms, quantities of sugar within the 
negotiated price quotas under that 
Agreement, and Title III of Protocol No 
22 stated that the Community would 
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have as its firm purpose the safeguarding 
of the interests of all the countries re¬ 
ferred to in that Protocol whose econo¬ 
mies depended to a considerable extent 
on the export of primary products and 
particularly of sugar. 

The arrangements for this product 
had to be laid down within this frame¬ 
work and were to take account, as re¬ 
gards sugar exports, of its importance 
for the economy of several of tne above 
countries, in particular the Common¬ 
wealth countries. 

The result of protracted negotiations 
between the ACP States and the EEC, the 
special arrangements implementing these 
intentions now appear in Title II, Chap¬ 
ter 2 of the Lome Convention, and the 
conditions of implementation of the 
Article in question are laid down in a 
Protocol annexed to the Convention and 
accompanied by declarations relating 
thereto. 

The agreement which the contracting 
parties reached provides for the export¬ 
ing ACP States to supply, and for the 
Community to purchase and import, 
specified quantities of sugar at a guaran¬ 
teed minimum price. These commitments 
have been entered into for an indefinite 
period, although there is a legal possibi¬ 
lity of denunciation after five years 
subject to two years’ notice. 

importance of sugar 

The guaranteed price, expressed in 
units of account, for unpacked sugar of 
standard quality is negotiated annually 
cif European ports, within the price range 
obtaining in the Community. In fact, 
this guarantee relates to sugar which 
could not be marketed on satisfactory 
terms at prices freely negotiated between 
sellers and buyers. 

The guaranteed price for the next 
eighteen months is fixed at 225 30 u a. 
per tonne cif, corresponding on Febru¬ 
ary 1, 1975 to a United Kingdom price of 
£ 151.15, but in practice the ACP States 
and the United Kingdom have agreed on 
a price of $260 per ton for sugar shipped 
in 1975. For the next months, the quan¬ 
tities agreed total 310,000 tonnes, white 
sugar equivalent, while for each 12-month 
period from July 1 to June 30 the total 
of the same quantities—which in any 
case could not exceeed 1,400,000 tonnes 
—will be around 1.220,000 tonnes. 

Seen in the context of commodities 
policy, it can be acknowledged with 
satisfaction that this agreement breaks 
new ground and sets a remarkable pre¬ 
cedent in several respects: 

(i) Institutionally, it creates a special 
link between a group of various 
developing countries and the 
European Economic Community, 


so much so that the text govern¬ 
ing the common organization of 
the market for the product in 
question will include a Title V 
on the imports concerned. In 
addition, the duration of the 
commitments is indefinite and 
not linked to the life of the 
Convention, although they form 
an integral part of the latter. 

(ii) As an instrument of price policy, 
it introduces what is virtually 
price indexing, since the guaran¬ 
teed price is fixed within a Com¬ 
munity range of sugar year prices, 
which, as is known, is the sub¬ 
ject of annual proposals by the 
Commission worked out in the 
light of the economic situation 
at the time. Another point worthy 
of note is that the Commission 
will consult the exporting ACP 
States before submitting its 
Community price proposals to 
the Council. 

(iii) As an instrument of trade policy, 
it ensures guaranteed purchase, 
which is of particular importance 
for the steady development of 
the exporting ACP States, and 
guaranteed supply for the Com¬ 
munity without adversely affect¬ 
ing free marketing on its own 
markets. 

(iv) Lastly, as an instrument of in¬ 
ternational relations pclicy, the 
reciprocal, balanced commitments 
it comprises are a token of the 
aspirations of partners who arc 
aware of the importance of what 
is at stake and who see in this 
agreement the fulfilment, in a 
specific sector, of their hope of 
securing fairer and less unstable 
economic order. 


Appendix 

PRINCIPAL EXPORTS WHICH MAY 
BE COVERED BY STABEX 

1. STABEX products as percentage of 
total exports 

Botswana raw hides, skins and 

leather (9) 

Burundi coffee (86), cotton (3) 

raw hides, skins and 
leather (6) 

Cameroon cocoa (23), coffee (26) 
wood (12) 

Central African colfee (23), wood (21), 
Republic cotton (18) 

Chad cotton (69) 

Congo, People's wood (42) 

Republic of 

Dahomey palm products (34) 

Ethiopia coffee (38), raw hides, 

skins and feather (13) 


Fiji 

Gabon 

Gambia 

Ghana 
Ivory Coast 

Jamaica 

Kenya 

Liberia 

Madagascar 

Malawi 

Mali 

Mauritania 

Niger 

Rwanda 

Senegal 

Sierra Leone 

Somalia 

Sudan 

Swaziland 

Tanzania 

Togo 

Tonga 

Uganda 

Upper Volta 

Western Samoa 


coconut oil (5) 
wood (32) 

groundnuts, groundnut 
oil and oilcake (94) 
cocoa (16), wood (19) 
cocoa (15), coffee (23), 
wood (29) 
bananas (4) 
coffee (22), tea (11) 
iron ore (71) 
coffee (30), sisal (3) 
tea (17), groundnuts (7) 
cotton (39), groundnuts 
(7) 

iron ore (73) 
groundnuts (I5j, ground¬ 
nut oil (9) 

coffee (16), raw hides 
and skins (4) 
groundnuts and ground¬ 
nut oil (35) 

iron ore (10). palm nuts 
and kernels (5) 
bananas(26) 
cotton (56), groundnuts 
(9) 

cotton (3) 

coffee (19), cotton (13), 
sisal (9) 

cocoa beans (26), coffee 
(13) 

copra (50) 

coffee (66), cotton (15), 
tea (5) 

groundnuts and ground¬ 
nut oil (8), cotton (22) 
copra (45), cocoa (28) 


2. Imports into the EEC (9) from the 
ACP (1973) 


1,000 u.a. 


Groundnut (shelled) 102,169 

Groundnut oil 83,085 

Cocoa beans 288,418 

Cocoa butter 39.189 

Cocoa paste 12,391 

Raw coffee 350,271 

Cotton, not carded or combed 126,855 
Copra 763 

Coconut oil 6,716 

Palm oil 27,027 

Palm kernel oil 30,685 

Palm nuts and kernels 32,029 

Bovine cattle leather 20,512 

Tropical wood (in the rough) 440,111 
Tropical wood (sawn) 73,920 

Fresh bananas 56,721 

Sisal 27,926 

Iron ores 275,890 


Total 1,984,678 


Source: International Financial Statis¬ 
tics, November 1974, and Natio¬ 
nal Statistics. 

Courtesy: Commission of the European 
Communities . 


saitehn economist 


514 


sspTiM»m 12,1970 



(—« j xsz 

Mobilising saving for investment 


Financial Assets and Instruments for Mobilisation of Saving: D.T. Lakdawala and 
R.J. Mody; Sardar Patel Institute of Economic and Social Research, Ahmedabad; 
Pp 95-f-xii; Price Rs 20. 

Agrarian Strategy in India: Dr Uday Mehta; Vora & Co Publishers, Pvt Ltd* Bom¬ 
bay; Pp200; Price 30. 

Land Reforms in India—Trends and Perspectives: PC. Joshi, Institute of Econo¬ 
mic Growth, Delhi; Allied Publishers; Pp 181; Price Rs 15. 

All the Bank's Men: S.L.M. Simha; Institute for Financial Management and Re¬ 
search, Madras; Pp 140: Price Rs 15. 

A Place to Live—A Stuby on Housing for Women; YWCA of India; Allied Publi¬ 
shers Private Ltd; Pp 136; Price Rs 10. 

Indian Plan Models: Ashok Rudra; Allied Publishers Private Ltd; Pp 220; Price Rs 50. 


Financial assets and financial interme¬ 
diaries play a crucial role in a modern 
economy and their place is of special sig¬ 
nificance in a developing economy. Dr 
D.T. Lakdawala and R.J. Mody have 
made an attempt in Financial Assets and 
Instruments for Mobilisation of Savings 
to indicate how the financial assets and 
financial intermediaries are related to the 
saving-investment mechanism and how 
their growth will help economic develop¬ 
ment. 

In any economy there are some econo¬ 
mic units which have surpluses and others 
which face deficits. Financial assets are 
created because of financial surpluses and 
deficits of economic units. Some finan¬ 
cial assets are created by ultimate bor¬ 
rowers and some others by financial in¬ 
termediaries. It is obvious that need for 
financial intermediaries arises because the 
asset preferences of the ultimate lenders 
do not always match with the liability 
preferences of ultimate borrowers. 

vital instruments 

The absorption of assets and creation of 
debt instruments by financial intermedi¬ 
aries are very vital for mobilising financial 
surpluses in the economy. Each financial 
asset has various attributes like maturity, 
legal character, size, yield, risk, redeem- 
ability and marketability. Asset holders 
have a large variety of preferences regard¬ 
ing these attributes of assets which are 
desirable for inducing high rate of saving. 

It is possible that deposits of people 
in commercial banks are generally inte¬ 
rest-elastic in India. As the rates of 
return on other competitive assets in the 
economy rise, interest rates on deposits 
must keep pace with them. This has 


been done recently. Further, if people’s 
savings arc to be voluntarily channelled 
for investments in the public sector, it 
follows that with rise of interest rates on 
deposits in commercial banks, yields on 
government securities will have to be in 
line with other similar yields. 

The authors have emphasised that 
fiscal instruments like taxation can be 
very useful for the mobilisation of 
savings. One of the chief arguments in 
favour of expenditure tax advocated by 
Prof. Kaldor was that such a tax would 
provide an incentive to save. 

tax exemptions 

With respect to tax exemptions on 
interest, dividends etc., the authors are 
of the opinion that the incentive does 
not give favourable treatment to saving 
as such but to fruits of past saving. 
They have advocated that exemption 
in respect of income from shares, depo¬ 
sits with banks etc. should be, entirely 
done away with and a general liberal 
deduction with higher limits should be 
given to all in respect of net financial 
savings in a year. 

Growth of financial assets play a 
very important role in the mobilisation 
of savings. Efforts are required to be 
made to make available the type of 
financial assets preferred by savers. The 
main consideration for a private inves¬ 
tor appears to be real return on the 
holdings of these assets. The real 
return depends on changes in the price 
level and monetary yields. Savings in 
financial assets can grow at a higher 
rate only with a relative price stability 
and appropriate monetary returns. Sav¬ 


ings are likely to be diverted into un¬ 
productive investments in an inflationary 
economy. Although tax incentives are 
very useful for the mobilisation of 
savings, the present system of tax reba¬ 
tes, according to the authors, needs 
modifications with a view to providing 
incentives where they will be more 
effective. According to them, it would 
be rational to exempt from income tax 
all forms of financial savings up to a 
specified limit instead of exempting in¬ 
terest and dividends from certain finan¬ 
cial assets. 

disappointing effort 

This is all that the two authors 
have to say on the subject of financial 
assets as instruments for mobilisation 
of saving. The book is rather disap¬ 
pointing, especially as one of the 
authors is Dr D.T. Lakdawala. There 
is no empirical evidence for some of 
the statements which they have made 
nor are their recommendations compre¬ 
hensive enough. Incomes of certain 
sections in rural areas have been rising 
and the general findings are that they are 
not yet being effectively mobilised. One 
would have very much liked to know 
from the authors the types of financial 
assets that would be found suitable in 
rural areas. 

Government also seems to be fol¬ 
lowing a policy of mobilisation of sav¬ 
ings which has serious contradictions 
within itself. The rate of return on 
government securities is around six per 
cent while the returns on bank deposits 
has risen up to 10 per cent. This results 
in the governments compelling commer¬ 
cial banks and the Reserve Bank to subs¬ 
cribe to the public debt issue as house¬ 
hold sector would not care to purchase 
them because of comparatively low 
returns on them. Public debt thus in¬ 
evitably results in additional deficit 
financing pushing up the price level 
which in turn had adverse effects on 
household savings. The first condition 
of increasing mobilisation of savings, 
would therefore be stabilisation of prices 
accompanied by devising of suitable 
financial assets that would suit the 
Indian conditions, especially rural areas. 
One very much wishes that the authors 
had dealt with this problem in 
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a more comprehensive and analytical 
way. 

UNRESOLVED PROBLEMS 

There is no dearth of books on the 
agrarian problems of India. But accor¬ 
ding to Dr Uday Mehta most of the 
books suffer from some grave limita¬ 
tions. If in the past colonialism ham¬ 
pered the growth of the Indian economy. 
Dr Mehta is of the opinion that in 
spite of the disappearance of colonialism, 
the vestiges of the colonial rule still 
remain and it is these vestiges which 
are coming in the way of rapid deve¬ 
lopment of the Indian economy. 

According to the author of Agrarian 
Strategy of India , “the various insti¬ 
tutions and technological measures en¬ 
unciated by the government of India 
since independence have not succeeded 
in resolving the Indian agrarian prob¬ 
lem. The picture as it exists even loday 
is the existence of a comparatively small 
class of landlords and a multitude of 
illiterate, poverty-stricken, starving pea¬ 
sants eking out their livelihood from 
day to day with no interest or stake 
in the land or its productivity”. Not 
that laws abolishing landlordism and 
protecting the rights of tenants have not 
been passed. In fact there is plethora 
of them. According to the author, 
the laws were passed as a concession to 
the popular demand and sentiment but 
loopholes in these land legislations, in 
effect nullified the spirit and letter of 
those acts. 

increasing percentage 

This is evidenced by the fact that 
compared to 1961, the percentage of 
landless agricultural workers has gone 
up in 1971. The author writes. “The 
Indian capitalist is probably the 
most astute and mature representative 
of the capitalist class in the third world. 
It has succeeded in evolving the most 
complex and subtle ideological veil that 
has enabled it to hide its real intentions 
from the toiling strata of Indian society. 
Mixed economy has proved to be a ruse 
with which to cheat the toiling mas¬ 
ses.” 

The author quotes Mandel with ap¬ 
proval “‘■■without a thorough-going 
social revolution, rousing the mass of 
rural and urban producers out of their 
apathy, overthrowing the bourgoisie- 
merchanl-landlord alliance which today 
rules most of the underdeveloped coun¬ 
tries. .. without the expropriation of the 
bourgoisie, the landlord, the money¬ 
lender and the rich peasant, no serious 


husbandidg of the social surplus product 
for purposes of productive consumption 
is possible.” The author thus favours 
the socialisation of the major means of 
production, the suppression of the pri¬ 
vate ownership of land (which does not 
mean the suppression of the right of 
those peasants who wish to continue 
to do individual farming) and the insti¬ 
tutions of monopoly of foreign trade. 
Without taking these steps, the author 
is of the opinion that there is no possi¬ 
bility that the available potential re¬ 
sources will be effectively transferred 
to purposes of planned economic 
growth. 


the solution 

The only solution according to the 
author is nationalisation of land 
and redistribution of it through the real 
representative institutions of the rural 
poor at the village level, promotion of 
cooperatives of agricultural producers 
state model farms, provision of cheap 
credit by government credit agencies, 
arrangement of special technical and 
financial assistance to cooperatives and 
collective farms, construction of minor 
irrigational works, dams, bunds and 
roads at local level, cancellation of all 
past debts, boosting of agricultural work¬ 
shops, state procurement, raising of 
living standards of rural poor and by 
such other drastic steps to revitalise 
agriculture and provide necessary base 
for rapid industrialisation in the coun¬ 
try. 


Agrarian Strategy in India claims 
to be the first book of its kind. Any 
number of books with Marxian or class 
approach have already been published 
and therefore the above claim is paten¬ 
tly invalid. The author being essen¬ 
tially a students of sociology does not 
seem to possess much knowledge either 
of economic analysis or of economic 
problems. No wonder without the 
necessary background of economics and 
politics many students of sociology such 
as the present author can neither logi¬ 
cally analyse most of the economic pro¬ 
blems nor suggest solutions to attain 
the goals which they have in view. 

LAND REFORMS 

A number of aggrarian studies have 
been conducted in India since indepen¬ 
dence. P.C. Joshi has made an attempt 
in his Land Reforms in India—Trends and 
Perspectives to explore the trends of such 
research work and what is more signi¬ 
ficant, point out the fields in Indian 
agriculture which still await scientific 
exploration. In a very refreshing manner 
the author has tried to adopt a metho¬ 


dology for an integrated treatment of 
the economic and socio-political dimen¬ 
sions of land reforms. 

The critical analysis of the various 
agrarian studies conducted so far in India 
is itself quite illuminating and* the 
bibliography at the end should serve as 
an excellent reference work on research 
work done on land reforms and various 
agricultural problems in India. But 
possibly the more significant part of the 
book is that containing the list of fields 
that still need exploration. One is both 
amazed and disappointed that so many 
aspects of land reforms still require our 
attention. 


topics for research 

In this brief review attention can be 
drawn only to some of the important 
loopholes that still remain to be filled 
up by scholars. Thus some of the sub¬ 
jects for research which are suggested 
are: the changing structure of tenancy 
in each region (e.g. changes in the 
character and types of tenancy, tenancy 
and land-size, who leases in and who 
leases out?, tenant-landlord relationship 
in development programmes, caste and 
tenancy, tenancy and access to credit and 
inputs, efficiency of tenant cultivation,de- 
velopmenl of tenant associations and orga¬ 
nisations, land lord-tenant conflicts and 
disputes, spontaneous or led by political 
parties, land hunger (factors accentua¬ 
ting land hunger, economic forms in 
which it is expressed, social and poli¬ 
tical effects of land hunger), nature and 
magnitude of land transfers and financing 
of land transfers, (marginal farmers and 
small farmers (extent of papurasition of 
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small and marginal farmers, their exodus 
to towns, extent of support provided 
by the administrative and organisational 
sectors to small farmers etc.), interrela¬ 
tion of the land and credit system (the 
role of the professional and agri¬ 
culturist money-lenders, role of natio¬ 
nalised banks in agricultural credit), 
interrelation of land and marketing 
systems (forms of utilisation of econo¬ 
mic surplus within the farm or outside 
in adjoining urban areas in housing, 
cinema houses and in conspicuous 
consumption)—are all topics which 
need urgent attention of Indian resear¬ 
chers. 

Other aspects of agricultural research 
which are mentioned by the author are 
the factors determining the distribution 
of entrepreneurship at village and regio¬ 
nal levels, the extent to which institu¬ 
tions for credit, marketing, input distri¬ 
butions etc. counteract the rigidities 
and inqualilies of the agrarian class 
structure, the relation between the ag¬ 
rarian class structure and the regional 
and all-India power structure, the im¬ 
pact ,of commercialism and technological 
progress on the social structure, the 
impact of population growth on land 
relations, regional economy and agrarian 
system, the implementation of land 
reforms, the process of technological 
change and distribution of gains among 
various sections, irrigation schemes and 
their relation to large and small farmers 
the landed property of religions insti¬ 
tutions (and the parasitic elements in 
this type of landownership). the study 
of lower level officials and their role in 
land reforms, the study of land records, 
land grabbing movement, the scope 
of reclamation of uncultivated land and 
its distribution among the rural poor, 
and agrarian conflicts and movements 
(as in Telengana, West Bengal, etc.) and 
so on. 

grand vista 

What a grand vista the author has 
opened before researchers? It also 
shows the ground Indian agricultural 
researchers have still to cover, before' 
they get a fairly clear picture of the 
agricultural situation in the country. 

P.C. Joshi has emphasised that the 
agricultural problems in India have to 
be understood in their regional varie¬ 
ties and peculiarities and in terms of 
their many-sided character. Even the 
techno-economic dimension of the land 
problem is not possible without an 
understanding of its interrelation and 
interaction with social, political and 
ideological factors. The author has 
rightly stated: "A micro-view without 
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authentic micro-insights cannot pro¬ 
vide any meaningful understanding of 
the social situation as a whole. At the 
same time, there cannot be a meaningful 
search for micro-insights without an 
awareness of the requirements of the 
macro-view.” 

The author has rightly maintained 
that at the present juncture in India, the 
problem of the Indian peasant offers to 
social science the most exciting intellec¬ 
tual challenge on an empirical as also on 
normative plane. 

DELIGHTFUL READING 

All the Bank's Men is a delightful 
book by S.L.N. Simha on men and 
affairs of the Reserve Bank of India. 
The author was in the Reserve Bank 
of India for about 25 years and has 
intimate knowledge about the governors 
and deputy governors about whom he is 
writing as also of the various develop¬ 
ments that have been taking place in 
that august body. 

The pen-portraits of the eight gov¬ 
ernors of the Reserve Bank of India 
make delightful and interesting reading. 
Should the governor of the Reserve 
Bank of India be an experienced banker? 
It is interesting to read the controversy 
which arose on this issue in the London 
Committee and the select committee 
before the Reserve Bank of India Act 
was passed. It is interesting to note 
that the official view was that bankers 
were unfit to be a governor and deputy 
governors and the view of the Indian 
members of the legislature discussing 
the bill was that civil servants were 
unfit to occupy these high positions. It 
is worth noting that except the first 
governor Sir Osborne Smith, no other 
governor has been a professional banker. 
It is interesting to read how Sir James 
Taylor who succeeded Sir Osborne 
groomed C.D. Deshmukh for the future 
governorship of the bank and moved in 
the direction of the Jndianisation.of the 
bank. Sir James' contribution as an 
able organiser was indeed great. The 
anthor is of the opinion that had Sir 
James been in the Bank of England, 
he would have been the equal of Sir 
Montague Norman, the most renowned 
governor of the Bank of England. 

C.D. Deshmukh who became the 
governor in August 1943 was the first 
Indian*governor of the Reserve Bank of 
India. The Indian members of the cent¬ 
ral board notably Sir Purshottamdas 
Thakurdas and Mr B.M. Birla were 
intrumental in this matter of getting 
an Indian appointed to the high post. 
Deshmukh, according to the author, 
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though neither a banker nor an econo¬ 
mist proved a worthy successor to Sir 
Jamesh Taylor. Deshmukh could suer 
eeed in making the government aware 
of the inflationary pressures existing in 
the economy but could not succeed in 
restraining the government from pursuing 
cheap money policy. His work in regard 
to exchange control, passing of Banking 
Companies Act, setting up research and 
statistical wing of the bank was out¬ 
standing. Though he did not regard 
nationalisation of the Reserve Bank 
necessary, he helped the smooth transi¬ 
tion of the bank from a shareholders' 
institution to a slate-owned organisa¬ 
tion. 

C.D. Deshmukh was followed by Sir 
Benegal Rama Rau, though we learn 
from the author that Nehru wanted to 
appoint T.T. Krishnamachari as the 
governor instead of Sir Benegal. It 
appears Rajaji advised Nehru against 
this appointment on grounds of T.T.K’s 
temperamental unsuitably for the 
job. During Rama Rau's tenure, the 
bank made remarkable progress in the 
sphere of cooperative credit, industrial 
finance and banking education. It was 
during his regime that the All-India 
Rural Credit Survey Committee was 
appointed and prompt action taken on 
its recommendations converting the 
Imperial Bank into the State Bank of 
India. Also it was during his tenure 
that the bank rate which had remained at 
three per cent from November 1931 was 
raised to 3J per cent in November 1951. 
His tenure also saw the introduction of 
selective credit controls. 

remarkable governor 

H.V.R. Iengar took over from Sir 
Rama Rau as the governor in March 
1957. iengar also proved to be a remar¬ 
kable governor, ft was during his 
tenure that monetary policy was reacti- 
vised. Qualitative and selective control 
measures came to be used extensively. 
The instrument of variable cash reserves 
ratio came to be used for the first 
time, iengar liberalised credit for the 
cooperative sector and also insisted that 
the credit was used for productive pur¬ 
poses. He took active role in establish¬ 
ing Refinance Corporation. During his 
period the ground was also prepared 
for the system of insurance of bank de¬ 
posits. though the scheme was actually 
introduced after he laid down the 
office. The author has however pointed 
out that all the governors including 
Iengar proved unsuccessful in restrain¬ 
ing the government from borrowing 
from the banking sector. But Iengar 
succeeded in persuading T.T.K. to 
agree to some formal procedure for 
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limiting deficit financing to a prescribed 
limit and for consultation between the 
bank and the government. Iengar is 
supposed to have shown spirit of in¬ 
dependence when dealing with the gov¬ 
ernment. 

iengar was followed by P.C. Bhatta- 
charyya, L.K. Jha and S. Jagannathan, 
people who are not so well-known 
to the public as their predecessors. 

The author has some comments to 
make on the governors. He is of the 
opinion that both by design and by 
accident the Reserve Bank has been 
fortunate in having extrordinarily able 
and dedicated governors. He is of the 
opinion that they were quite efficient 
aud “the Chief Executives of the Bank 
of England and the Federal Reserve 
System have done no better than cur 
governors: probably the record of our 
Governors is slightly better.” The 
author also opines that on the whole 
“the relations between the Reserve Bank 
Governors ahd the Finance ministers, 
have been cordial and constructive.” By 
and large “parliaments are more sympa¬ 
thetic to the Finance Minister than to 
the Governor of the Central Bank” as 
the former manages to get resources for 
ministers often overriding the opposition 
of the central bank. The author also 
feels that nearly all governors enjoyed 
high reputation with the business com¬ 
munity and the public. Also, successful 
tenure of governorship requires “not so 
much great expertise in economics and 
finance as varied experience, a capacity 
to grasp things quickly, an analytical 
mind, an attitude of receptivity to ideas, 
foresight, and firmness in relations with 
the government, commercial banks and 
the business community. 

pen-portraits 

The Reserve Bank had 24 deputy 
governors and the author has given brief 
pen-portraits of them. Some of the 
names known to the public are Sir James 
Taylor, Sir Sikandar Hayat Khan, Sir 
Maniial Nanavati, C. f>. Deshmukh, 
K. G. Ambegaonkar, B, Venkatappiaha, 
Prof. D. C Karve, B. K. Madan,B. N. 
Adarkar, Prof. J. J. Anjaria and Dr R. K. 
Hazari. The author, has commented that 
only a few were outstanding and most 
were below the required standard, some 
even lackinj in dignity required of the 
post. Also it appears that far too many 
deputy governors came from the govern¬ 
ment, though some were inducted from 
the academic world. The author wants 
{hat the government mutt spread its net 
{$deiu®le choosing men for these posts. 

has played 



an important role in an advisory capa¬ 
city, the same cannot be said of the 
local boards. The author therefore has 
advocated their abolition. They are a 
fifth wheel to the chariot of the Reserve 
Bank of India. 

The author has made a number of 
usefbl suggestions. He wants that the 
National Credit Council be revived as it 
can play a positive and useful role. He 
has also been strongly pleading for the 
delinking of the subsidiaries of the 
Reserve Bank such as the IDBI. An act 
to that effect has been passed only recen¬ 
tly. This is bound to relieve much of the 
burden on the Reserve Bank. The same 
argument holds good in respect of other 
subsidiaries such as the Unit Trust. 

The Reserve Bank appoints various 
committees to look into dLiffcrent credit 
and banking problems and to improve 
the functioning of the different types of 
financial institutions. It is high time that 
the government appointed a committee to 
look into the management and working 
of the Reserve Bank of India with a view 
to making it more efficient. 

HOUSING FOR WOMEN 

The YWCA have been providing 
working women with a place to live in 
since 1875. In a hundred years the 
YWCA has expanded this service to in¬ 
clude residences to students, homeless 
children and old people. 

Though the situations is changing, 
for at least another generation and pos¬ 
sibly longer, special provision will have 
to be made for Indian students, and 
working women. How is this to be done? 
A Place to Live—A Study on Housing for 
Women t is a study which would help 
the YWCA to formulate its future poli¬ 
cies and programmes for continuing its 
services for the working women, students 
as also the aged and retired. 

While the housing for the destitute 
evokes strong feelings, it must be under¬ 
stood that society also owes something 
to the healthy and gainfully employed 
citizens who may not be destitute but 
who cannot maintain standards of health, 
cleanliness and confort to which they are 
entitled, unless someone holds out a 
helping hand. This modest study has 
confined itself to only three groups of 
people, namely working women, students 
and the old. 

The study has arrived at some impor¬ 
tant conclusions. An important finding 
of the survey conducted by YWCA is 
that all of them who belong to what 
might be called the middle-income group 
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need help Of one kind oranotbertn 
ing living aneomiiiodatioii aiii^d to their 
seeds and within their ocans. This means 
somebody has to subsidise homes, hos- 
tels and apartments for them. 

privacy prefmd 

As regards the types of accommoda¬ 
tion needed by these three groups, the 
findings are that while Indian women 
students want hostels for reasons of 
security and economy, it was clear from 
the survey that working women prefer 
greater privacy and independence, if they 
could find these within their means. 
This possibly means hostels of a diffe¬ 
rent type. Also working women mist 
not lead just a sheltered life like wothfen 
students but must learn to take respoO* 
sibility for their living conditions and 
provision of safe, clean, congenial rooms 
they live in. The study has come to the 
conclusion that “considering the diffe¬ 
rences in education, self-reliance and 
earnings, the best solution may be to 
have a mixture of different types of ac¬ 
commodation on one site—a hostel with 
single rooms as also self-contained apart¬ 
ments of varying sizes.” This pattern, it 
is felt, would cater for diverse needs 
and at the same time promote the asso¬ 
ciation of working women of different 
types and varying incomes to their mut¬ 
ual advantage. 

As far as the aged are concerned, 
their problem has just begun to emerge. 
The study shows that there is a growing 
desire on the part of elderly parents to be 
independent of their grown-up children. 
There is also the problem of childless 
and unmarried people. It was also found 
that the aged do not like to live in old 
people's homes, partly because the empty, 
dreary lives they have to live in than. 
The study has pointed out that to satisfy 
their psychological and emotional needs, 
mixed community housing scheme where 
the old will feel as part of the communi¬ 
ty of the young would be more satisfy¬ 
ing. 

So much for the needs! Who is to 
meet their needs? As regards accom¬ 
modation for students, the study rightly 
maintains that the responsibility should 
rest with universities and colleges which 
should spend more money oii providng 
housing for their students. To find ie* 
sources, some gradation of the champs 
may help. The affluent students should 
be charged fully while subsidy may be 
granted!?! the case of poor students who 
therefore should pay less. 

Working women should be provided 
accommodation by their eaj$te3p». 
hfest employers repudiate this ''pag&ar 
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tion but the study has pointed out that 
through some pressure of public opinion 
the employers may be brought around 
to meet this demand of working women. 
But all working women may not be thus 
provided accommodation. The study has 
suggested that voluntary organisations 
such as YWCA may do something in this 
respect. Unfortunately such volutary 
organisations are too few in number at 
present. Public opinion should be mo¬ 
bilised to persuade charitable institutions 
and trusts to give priority to building 
homes for working women rather than 
spend money on religious rituals. Also, 
educated women and their organisations 
should play some role in this. Collabo¬ 
ration between the government and 
voluntary organisations may provide an 
effective answer to this problem. 

This study has been confined to cer¬ 
tain urban groups. The government and 
voluntary effort is even more necessary 
; in tackling the problem in rural areas 
( where doctors, professors, teachers and 
engineers arc disinclined to go because 
of lack of suitable accommodation. 

The problem of housing of women 
^workers, students and the aged is just 
lone aspect of the general housing pro¬ 
blem in India. The five-year Plans have 
$t><ien allocating more and more funds 


which have risen from Rs 150 crates in 
the first Plan to Rs 1030 crores in the 
fifth Plan while during the same period 
investment on housing in the private 
sector rose from Rs 900 crores to Rs 3,640 
crores. And as yet not even the surface 
of the problem has been scratched. If 
anything the problem is becoming more 
ana more acute and the union govern¬ 
ment, state governments, voluntary or- 
anisations and private individuals will 
ave to work out a concerted plan to 
tackle the problem. A totally new ap¬ 
proach to the problem of housing in 
India must be adopted. We have all the 
housing material in plenty at our dis¬ 
posal, for as Schumpeter pointed out in 
one of the books reviewed in these col¬ 
umns, the Taj Mahal was built without 
cement and steel and so were the cathe¬ 
drals of Europe, it is essentially the 
problem of organisation. The solution 
to the problem of housing should not be 
beyond our reach. 

PLAN MODELS 

The literature on plan models has 
been growing in recent years. It has ac¬ 
quired increasing importance both in re¬ 
search and teaching economics every¬ 
where including India. Ashok Rudra, 
well know to the students of economics, 
has based Indian Plan Models on his 


lectures delivered to post-graduate and 
doctoral level students at various Indian 
universities in India since 1961. 

The history of application of quanti¬ 
tative methods of economic analysis to 
problems of national economic planning 
began in India in 1955 when Prof. P. C. 
Mahalanobis began to work on the 
draft of the second five-year Plan. Ac¬ 
cording to the author, India is among 
the very few countries where research in 
this field has kept pace with that of the 
rest of the world from the very beginning. 
Asoka Rudra has been closely associated 
with the research effort in planning pro¬ 
blems at the Indian Statistical Institute 
of Calcutta and planning models has 
remained his field of specialisation ever 
since. Since the subject is being taught 
in a number of universities, the author 
has rightly thought it fit to write this 
book which very ably fills the void which 
teachers and students in India have been 
feeling for quite some time, in spite of 
some excellent collected papers of edited 
works now available on the subject. 

The term ‘plan’ implies four associat¬ 
ed ideas, namely (i) specification of ob¬ 
jectives i.e. setting up of goals desired 
to be attained; (ii) pre-vision and pre¬ 
arrangement; (iii) a notion of balance 
i.e. consistency (which means taking pro- 
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per account of the inter-connection and 
mutual repercussions of the different 
elements of a composite system of ac¬ 
tions); and (iv) least ‘cost’ in terms of 
time or efFort or money. The concept of 
a consistent and minimal chain of ac¬ 
tions is quite central to the idea of 
planning. 

A plan model may be defined as “a 
mathematical model designed to help in 
the drawing up of a plan of economic 
development’*. The usefulness of a model 
is meant to be only in respect of the 
quantitative dimensions of such a plan. 
From the point of a plan model, a plan 
is defined as an optimally balanced 
collection of targets or quantitative 
measures with dates in future, standing 
for certain objectives and certain pro¬ 
posed steps leading to the attainment 
of those objectives. 

Three types of plan models may be 
distinguished depending upon the degree 
of aggregation involved, namely aggrega¬ 
tive models, multi-sector models, and 
decentralisation models. 

Aggregative model involves only such 
variables as represent economy-wise 
aggregates such as national income, 
aggregate consumption, domestic savings, 
gross or net investment, etc. 

Multi-sector model involves, in ad¬ 
dition to macro-variables, such variables, 
as represent aggregates of groups or 
individual commodities or groups of 
individual firms (constituting ‘sectors’). 

Decentralisation model is a model 
wherein the degree of disaggregation re¬ 
aches up to the point of having vari¬ 
ables representing project level activities. 

comprehensive planning 

The author writes: “In a regime of 
comprehensive planning all the three 
types are indispensable and are com¬ 
plimentary to each other. Aggregate 
models provide the setting for multisec¬ 
tor models and the latter in turn pro¬ 
vides the framework for a decentralisa¬ 
tion model. Aggregative models help to 
set the sights as it were; they trace con¬ 
sistent and perhaps also optimal, paths 
of growth over time of such macro- 
economic variables as income, savings, 
investments etc. Taking targets for some 
of the aggregative variables from such a 
projection one can then use a multi-sector 
model to work out patterns of invest¬ 
ment allocation among sectors and set 
(model) targets for sector level activi¬ 
ties. The aggregative projections with 
which one started become revised as a 
result of feedback from the Multisector 
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Model. I*hen comes the stage when the 
Decentralisation Model has to take 
over: the task of such a model is to 
provide guidance for the preparation or 
selection of projects that would give 
concrete substance to the sector level 
targets.” 

The plan model is thus expected to 
perform the following tasks: to provide 
a framework for the assessment of the 
soundness of the targets of a plan, to 
enable the making of quantitative pro¬ 
jections for the economy over the plan 
period, to provide a framework for the 
selection or preparation of projects for 
being integrated into the plan, and to 
yield such lessons as would better equip 
the planning authority to make policy 
decisions. 

simple model 

In 1952 Mahalanobis used an ex¬ 
tremely simple model (one sector model) 
to draw the following quantitative con¬ 
clusions: “If it is desired to double the 
per capita income in India in, say 35 
years (with population continuing to 
grow at the present rate) then the per 
capita net national income must increase 
at the rate of two per cent a year, and the 
total net national income must increase 
at the rate of at least three-and-a-quar- 
ter per cent (31 per cent) per year. To 
attain this rate of growth it would be 
necessary to make new investments at 
the rate of something like 10 or 11 per 
cent of the net income per year, that is, 
the rate of investment must be roughly 
of the order of Rs 900 or 1000 crores 
per year. This means that there must be 
additional investments to the extent of 
something like Rs 400 or 500 croies per 
year over and above what is being in¬ 
vested at present. The figures given 
above are, of course, extremely rough 
and are only dimensional in nature.” 
It may broadly be said that this sort of 
thinking was at the back of the formula¬ 
tion Of the first five-year Plan. 

The most important of the Mahala¬ 
nobis models is of course the famous 
two-sector model (which bears remark¬ 
able similarity to a much earlier model 
worked out by the Soviet economist 
Feldman.) This two-sector model pre¬ 
sented by Mahalanobis in 1953 played 
an important part in the development of 
ideas regarding planning in India. 
Broadly speaking it may be said that 
India's second five-year Plan was based 
on this two-sector model (consumption 
goods sector and capital goods sector 
and development through capital goods 
sector instead of through consumption 
goods sector.) 

A four-sector model was prepared by 
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R. N. Raj and A. K. Sen extending in 
some way the logic of the two sector 
model of Mahalanobis. K. N. Raj and 
A.K. Sen have divided the economy into 
the following sectors: (1) Sector C: Con¬ 
sumer Goods. (2) Sector I: Investment 
goods for consumer goods; (3) Sector R: 
Raw Materials and Intermediate Goods; 
and (4) Sector M: Investment Goods 
for Sector I, and Sector R. (The authors 
have made a basic assumption that a 
certain fixed quantity of F (foreign ex¬ 
change) is earned every year by exporting 
a part of the output of C and R (i.e. 
Consumer Goods and Raw Materials.) 

The moral of the four-sector model 
is as follows. If people are in a position 
and mood to wait a very long time for 
increase in Consumption Goods, then 
the best strategy for the long-run growth 
of ‘Consumption Goods (i.e. standard 
of living of the people) is to add to the 
M Sector i.e. Sector 4 above) the so- 
called ‘mother-machinery’ that goes to 
build up capacity of materials to Sector 
C (i.e. Sector I). 

If people arc not prepared to wait 
that long, the next best policy would be 
to invest substantially in Sectors I and 
R that would supply investment goods 
and raw materials to expand capacity 
and production in Sector C. 

imporied capital 

if that time is also considered too 
long by the people, then the imported 
capital goods (certain amount of avail¬ 
ability of foreign exchange by export of 
consumption goods and raw materials, 
as stated above is assumed) should be 
such as to directly expand capacity In 
sector C. It would be seen that the 
lessons that can be drawn from this 
four-sector model of K.N. Raj and A.K. 
Sen are similar to lessons derived from 
the two-sector model of Mahalanobis. 

All the models analysed above were 
unofficial and none of them enjoyed the 
official status though the use of them 
was sometimes made for fixing targets. 
Bui such an official sanction is enjoyed 
by the model that is prepared in the 
document Approach to the Fifth Five- 
Year Plan. 

The model for the fifth Plan is based 
on certain normative considerations re¬ 
garding minimum consumption levels. 
The logical sequence of arguments is &$ 
follows: (a) the most important objec¬ 
tive of planning is that by the final year 
of the fifth Plan (i.e. in 1979) poverty 
should be removed in the sense that 
practically nobody in the country should 
have a consumption level below a cer- 
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roads, bridges, ports, shipping, defence, 
civil administration, residential housing 
and so on. 

Even with respect to the sectors dir¬ 
ectly recognised in a plan model, it is 
only partially that output, input, invest¬ 
ment etc. in them are determined by 
only the internal logic of the model. 
Thus in all plan models used in India, 
the commodity flows to government’s 
current consumption and to exports are 
treated as exogenous. Considering the 
strategic role played by overall volume 
of export earnings, it is a serious short¬ 
coming of these models that they can¬ 
not help in their determination. Plan 
models also neglect the different be¬ 
haviourist patterns. They fail to take 
proper account of such aspects of the 
economy which may reflect behaviourist 
propensities of the consumers who are 
assumed to be sovereign. Thus plan 
models deal only in a rough manner 
with proportions between consumption 
and saving. Quite often there are as¬ 
sumed to be constants which is not true. 

A serious limitation of plan models 


arises out of the assumption of linearity. 
All Indian models have been linear 
models. The arguments for and against 
Leontief fixed coefficients assumption, 
their restrictive ness and their inappli¬ 
cability to certain sectors (such as agri¬ 
culture) are well known and act as a 
serious limitation on the plan model. 

The treatment of technological change 
by all plan models is unsatisfactory. 
This is another serious inadequacy of 
plan models. The model maker knows 
that the technological condition which 
he has assumed is bound to change; but 
he cannot make his model anticipate the 
change in any sensible way, not to 
speak of its being accommodated in the 
model. 

With all these serious shortcomings 
of plan models, their study has become 
an integral pan of teaching of econo¬ 
mics, This is the first book of its kind 
by a single author on this important 
subject of plan models and would be of 
great help to teachers and students in 
Indian universities. 
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tain minimum; (b) the second objective 
is the reduction in the inequality of dis¬ 
tribution of consumption goods by a 
certain stipulated degree; (c) this would 
also involve setting of targets for aggre¬ 
gate consumption for the final year in 
such a way as to be compatible with the 
above two objectives; (d) it would also 
involve setting of other macro-eeonomic 
targets (such as capital formation, ex¬ 
ports, imports etc.) to be set in such a 
way as to be in agreement with the tar¬ 
get for aggregate consumption; (e) work¬ 
ing out a production structure at the 
disaggregated industries level so as to 
permit the realisation of macro-economic 
objectives set out under (b) above. 

useful models 

From the analysis of the plan models 
above, the usefulness of plan models 
should be clear. The plan models are 
useful (i) to provide a frame for the 
checking of the consistency or the op¬ 
timality of the official plan targets; (ii) 
to provide a frame for the actual setting 
of targets; (iii) to provide a frame for 
the evaluation and selection of pro¬ 
jects; and (iv) to provide an insight into 
the structure of the economy and its 
dynamics to help make better policy 
decisions. 

There has not been much work done 
as yet on decentralised models in India 
because not much work has yet been 
done on decentralised planning in India. 

While the plan models serve very 
useful purposes, plan models used in 
India commit grave errors of omissions 
as they leave out of consideration a 
large part of the economy. Some of the 
aspects neglected arc as follows. Plan 
models completely fail to take account 
of the social framework and political 
and historical conditions and the regime 
of socio-economic-political institutions 
inside which the process of economic 
development takes place. It must be 
noted that technological relationships 
on which alone plan models concentrate 
are not immune to influences of social 
and political institutions. The second 
limitation from which plan models suffer 
is that they do not have any means of 
taking due account of the scarcity or 
abundance of the various natural re¬ 
source endowments of the country. In 
the third place the plan models for India 
have almost always ignored the constraintfe 
arising from the limited availability of 
skilled labour. The plan models also 
neglect overhead capital. The type of 
plan models that have been made for 
Indian planning do not have the 
capacity of dealing with investments 
in such overheads as education, 
scientific and technological research. 
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(Proceedings of a Seminar ): Published 
by Management Development Institute. 
A-21 Palam Marg, Vasant Vihar, New 
Delhi-57; Pp. 122; Price Rs 10.00. 

The Indian Economy—Performance 
and Prospects : Edited by J. C. Sande- 
sara; The University of Bombay Building, 
Fort, Bombay-32; Pp. 768; Price Rs 
96.00. 

Financial Assets and Instruments for 
Mobilisation of Saving: D. T. Lakda- 
wala and R. J. Mody; Published by the 
Sardar Patel Institute of Economic and 
Social Research, P. O. Box 4062; Nav- 
rangpura, Ahmedabad 380006; Distribu¬ 
ted by Popular Prakashan, Bombay Pp. 
95 -f xii. Price Rs 20. 

Financial Performance of Companies: 
ICICI, Portfolio — 1973-74: Published by 
the Industrial Credit and Investment 
Corporation of India Limited, 163 Back- 
bay Reclamation, Bombay 400020; Pp. 
226; 

The Gazetter of India (Vol III: Econo- 
nomic Structure and Activities : Editor Dr 
P. N. Chopra; Published by the Minis¬ 
try of Education and Social Welfare, 
Government of India; Sole Distributors; 
Publications Division, Government of 
India, Patiala House, New Delhi Pp, 
1278; Price Rs 90. 

Know Your Market for Cardamom ; 
Compiled and Published by Cardamom 
Board, Chittoor Road, Cochin-682018: 
Pp. 165; Price Rs 50 per copy. 

Economic Rate of Return: ICICI Pro¬ 
jects: Published by the Industrial Credit 
and Investment Corporation of India, 
163, Backbay Reclamation, Bombay- 
400020; Pp. 130. 

All-India Debt and Investment Survey: 
1971-72 {Statistical Tables Vol I): Publish¬ 
ed by the Reserve Bank of India; Pp. 266; 
Price Rs 30.00 (Inland); Foreign US $10. 

Commerce Yearbook of Public Sector: 
1974-75 : Editor: Vadilal Dagli; Publis- 
lished by Commerce (1935) Ltd, Manek 
Mahal, 90 Veer Nariman Road, Bom¬ 
bay 400020; Pp 5 65*. Price Rs 75. 


D. F. C. OFFERS SPECIAL SCHEME 

FOR 

ASSISTANCE TO TINY UNITS 


In pursuance of the PRIME MINISTER'S 21-Point ECO¬ 
NOMIC PROGRAMME, D.F.C. has launched A SPECIAL 
SCHEME FOR ASSISTANCE TO TINY UNITS which 
is meant to help the weaker sections of the society. 

Assistance under the scheme will be available to educated 
unemployed and other unemployed persons with practical 
technical experience desiring to set up tiny industries in 
Delhi or Chandigarh for production of domestic consumer/ 
industrial items, import substitution items or items for 
export or defence. 
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Assistance will be available for acquisition of plant, 
machinery and equipment. 

Minimum limit of Assistance Rs. 10,000/- 
Maximum limit Rs. 50,000/- 

Assistance under the Scheme will be available at the 
very low margin of 5% and the effective rate of interest 


* DFC will have arrangements with one or more Commer¬ 
cial banks to provide working capital finance to the 
units assisted under the Scheme at concessional margin 
and rate of interest. 

* Application forms arc available at the Corporation's 
offices free of charge and no processing fee will be 
charged on applications under this Scheme. 

* FOR DETAILS PLEASE CONTACT : 


DELHI FINANCIAL CORPORATION 

(Established by Government) 

Saraswati Bhawan, E-Block, 

Connaught Place, NEW DELHI-110001. 
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TRADE 

WINDS 


Rules for Dividend 
Reserves 

The Union ministry of 
Law, Justice and Company 
Affairs has promulgated cer¬ 
tain rules for the transfer of 
profits to reserves and dec¬ 
laration of dividends by 
public limited companies. 
The companies (Transfer of 
Profits to Reserves) Rules, 
1975, provide us follows: 

No dividend shall be de¬ 
clared or paid by a company 
for any financial year out of 
the profits of the company for 
that year arrived at after pro¬ 
viding for depreciation in ac¬ 
cordance with the provisions 
of sub-section (2) of section 
205 of the Act except after the 
transfer to the reserves of the 
company of a percentage of 
its profits for that >ear as 
specified below: 

Tranter to Reserves 

1. Where the dividend 
proposed exceeds 10 per cent 
but not 12.5 per cent of the 
paid-up capital, the amount 
to be transferred to the re¬ 
serve shall not be less than 
2.5 per cent of the current 
profits 2. Where the dividend 
proposed exceeds 12.5 per 
cent but does not exceed 15 
per cent of the paid-up capi¬ 
tal, the amount to be trans¬ 
ferred to the reserves shall 
not be less than five per cent 
of the current profits 3. Where 
the dividend proposed exceeds 
15 per cent but does not ex¬ 
ceed 20 per cent of the paid- 
up capital, the amount to be 
transferred to the reserves 
shall not be less than 7.5 per 
cent on the current profits. 
4. Where the dividend pro¬ 
posed exceeds 20 per cent of 
the paid-up capital, the amount 
to be transferred to reserves 
shall not be less than 10 per 
pent of the current profits. 


Conditions]Tgovern ing volun- 
tary transfer of a higher per¬ 
centage. Nothing in rule 2 
shall be deemed to prohibit 
the voluntary transfer by a 
company of a percentage hig¬ 
her than 10 per cent of its 
profits to its reserves for any 
financil year, so that. 

(i) Where a dividend is 
declared a minimum distri¬ 
bution sufficient for the main¬ 
tenance of dividends to share¬ 
holders at a rate equal to the 
average of the rates at which 
dividend declared by it over 
the three years immediately 
preceding the financial year 
is ensured, except that in a 
case where the net profits after 
tax are lower by 20 per cent 
or more than the average net 
profits after tax of the two 
financial years immediately 
preceding, it shall not be 
necessary to ensure such mini¬ 
mum distribution. (ii) Where 
no dividend is declared, the 
amount proposed to be trans¬ 
ferred to its reserves from the 
current profits shall be lower 
than the average amount of 
the dividends to the share¬ 
holders declared by it over 
the three years immediately 
preceding the financial year. 
The companies (Decimation 
of Dividend out of Reserves) 
Rules, 1975, provide as 
follows: 

Absence of Profits 

In the event of inadequacy 
or absence of profits in any 
year, dividend may be declar¬ 
ed by a company for that year 
out of the accumulated profit 
earned by it in previous years 
and transferred by it to the 
reserves, subject to the condi¬ 
tions that: i. The rate of the 
dividend declared shall not 
exceed the average on the 
rales at which dividend was 
declared by it in the five years 


immediately preceding that 
year or 10 per cent of its paid- 
up capital, whichever is less. 
2. The total amount to be 
drawn from the accumulated 
profits earned in the previous 
year and transferred to the 
reserves shall not exceed an 
amount equal to one-tenth of 
the sum of its paid-up capital 
and free reserves and the 
amount so drawn shall first be 
utilised to set off to losses in¬ 
curred in the financial year 
before any dividend in respect 
of preference or equity shares 
is declared andj 

(3) The balance of re¬ 
serves after such drawal 
shall not fall below 15 per 
cent of its paid-up capital. 
For the purpose of this rule, 
profits earned by a company 
in previous year and trans¬ 
ferred by it to the reserves 
shall be the total amount of 
net profits after tax, trans¬ 
ferred to reserves as at the 
beginning of the year for 
which the dividend is to be 
declared and in computing the 
said amount, the appropria¬ 
tion out of the amount trans¬ 
ferred from the development 
rebate reserve (at the expiry 
of the period specified under 
the Income Tax Act 1961) 
shall be included and all items 
of capita] reserves including 
reserves created by revaluation 
of assets shall be excluded. 

Tax Collections Rise 

Thanks to the drive against 
black money and other ad¬ 
ministrative measures, collec¬ 
tions of income-tax (including 
corporate tax) have shot up 
by 21.8 per cent in the first 
four months, of the current 
financial year. This was re¬ 
vealed by the minister of state 
for Finance, Mr Pranab Muk- 
herjee, at a press conference 
recently. Releasing figures on 
the functioning of the depart¬ 
ments under his charge, he 
said the rise in income-tax 
collections in the first four 
months of last year had been 
17.9 per cent which itself was 
much higher than the earlier 
average. 

There was no doubt 
that tax receipts this year 
were going to be much larger 
than assumed in budget cal¬ 
culations. Mr Mukherjce 


said legislation was being 
prepared to confiscate pro¬ 
perty acquired with unaccoun¬ 
ted moiicy to set up special 
courts to try economic offe¬ 
nces, and to impound the pass¬ 
ports of offenders. These laws 
would be used extensively 
against smugglers. 

State Trading 
Corporation 

The State Trading Corpora¬ 
tion has achieved a turnover 
of Rs 794 crores in 1974-75 
against Rs 490 crorcs in 
1973-74, representing an in¬ 
crease of 62 per cent over the 
previous year. Exports have 
more than doubled at Rs 558 
crores accounting for 70 per 
cent of the Corporation’s total 
turnover. Trading profits have 
been contributed mainly by 
exports—Rs 14.8 crores against 
Rs 2.7 crores from imports; 
import sales amounting to 
Rs 232 crores. 

Announcing the STC’s 
financial results for 1974-75 
recently. Chairman Mr Vinod 
Parekh stated that exports 
being the predominant activity 
of the Corporation, out of an 
expected overall turnover of 
Rs 1,000 crores, an ambitious 
target of Rs 730 crores has 
been set for 1975-76, as com¬ 
pared with Rs 273 crores in 

1973- 74 and Rs 558 crores in 

1974- 75. During 1974-75, STC 
handled about 17 per cent of 
India's total exports. The 
major items of exports were 
sugar, rice, castor oil, cement, 
art silk fabrics, leather and 
footwear and army software. 
The exports of other products 
also showed a marked in¬ 
crease. Codec exports doubled. 
Export of readymade garments 
and cotton textiles improved. 
New Items 

Several new items and 
markets were developed for 
exports. For the first time 
nephtha and bitumen were ex¬ 
ported to Japan and Indo¬ 
nesia Export of construction 
material, electric equipment, 
cosmetics, sports goods, assort¬ 
ed departmental store items 
and chilled meat were further 
developed. Markets for army 
software were found in farfiung 
countries like Guyana, Fin¬ 
land and Australia, Next year’s 
programme envisages develop- 
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mcnt of exports of items like 
silver, silver nitrate and indus¬ 
trial alcohol. The corporation 
has also taken over the export 
of shellac so as to ensure a 
fair remuneration to the 
growers of this product. 

On the imports side, sales 
increased to Rs 232 crores 
from Rs 206 crores in the 
previous year. With greater j 
availability of stocks in world j 
markets, the corporation was 
able to hold sufficient quanti¬ 
ties of imported mateiial for 
ready delivery to industries. 
Adequate stocks of edible oils 
were maintained and through 
regulated releases to the van- 
aspati industry, a downward 
trend in price of this essential 
item was achieved. 

At least three months' 
stocks of raw materials 
for life saving drugs and 
pharmaceuticals were also 
continuously held to offer j 
‘off the shelf’ deliveries. STC's j 
three subsidiaries—Projects j 
and Equipment Corporation, 
Handicrafts and Hundlooms 
Exports Corporation and Cas¬ 
hew Corporation of India also 
fared well. Their turnover in¬ 
creased from Ps 73 crores to 
Rs91 crores and trading pro¬ 
fits from 5.7 crores to 6*8 
crores. 

Sugar Marketing Plan 

This is the second year of 
big exports of sugar, which 
has earned by far the largest 
foreign exchange for the coun¬ 
try. While export prices are 
no longer as lucrative as in 
1974, the over-all earnings 
are still expected to be of the 
order of Rs 475 crores or some 
121 per cent of the country’s 
total exports, as a result of 
the larger production and ex¬ 
port surpluses available this 
year. With good monsoons, 
similar performance can hope¬ 
fully be again repeated in 
J976. Mr Vinod Parekh, 
Chairman of State Trading 
Corporation stated in his an¬ 
nual reviews that the time has 
come to take a close look and 
formulate a well devised long¬ 
term sugar marketing plan. 
Currently, exports are only a 
by-product of internal distri¬ 
bution policies. 

India has the capacity 
to be a regular exporter for 


bankers to 
exporters 
over1500 offices in 
over 60 countries 



The comprehensive 
banking facilities offered 
by the Chartered Bank 
and associates in major 
trading centres all over 
the world have helped 
many an exporter on the 
road to prosperity. 

Our Group network 
throughout the world 
can provide all the 
market information you 
need. Let us help you tie 
up your exports 

Take advantage of our 
knowledge and 
experience. Expand 
with us. 
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aquantity of at least 500,000 
tons and most likely upto 
1.5 million tons per annum. 
This capacity lias to be fully 
exploited so as to put sugar ex¬ 
ports on a stable, permanent 
and efficient footing, he add¬ 
ed. To be an unfailing sup¬ 
plier to the world markets in 
good times or bad. it is neces¬ 
sary to standardise and sim¬ 
plify qualities and grades and 
to improve upon the present 
methods of testing the colour. 
For this purpose, it would, 
he stated, be advisable to 
identify sugar factories which 
would cater entirely to ex¬ 
ports according to their de¬ 
pendability for quality pro¬ 
duction, correct packing stan¬ 
dards etc. 

Mr Parekh added, “We 
have to consider whether 
the present practice of al¬ 
lotting sugar from a large 
number of units scattered 
throughout the country 
is conducive to exports and 
whether a revision in this sys¬ 
tem is not desirable. It should 
not be difficult to work out a 
price equalisation or compen¬ 
satory formula to take care of 
the financial aspects of limit¬ 
ing the export activity to a 
number of selected units. On 
the other hand, modernisation 
or expansion of such factories 
could then be taken up on u 
priority basis, with substan¬ 
tial economies in final costs 
and assured advantages for ex¬ 
port.” 

Buffer Stock 

“A programme of stock hol¬ 
ding operations may also have 
to be contemplated, if our ex¬ 
ports are not to be subjected 
to the vagaries of climate or 
for that matter international 
market manipulations. Buffer 
stocks may provide an oppor¬ 
tunity for regulating export 
marketing to secure price 
benefits and to ensure our con¬ 
sistent and regular presence in 
the world markets. Reserves 
are normally built to provide 
fora rainy day; in this ins¬ 
tance I am advocating provi¬ 
sion for a droughty day; 
These are all issues which re¬ 
quire a detailed examination 
so as to optimise results out 
of this vital and valuable item 
of export. STCon its part 


would be happy to play the 
required role whether in finan¬ 
cing factory modernisation 
programmes, installing of new 
capacities or refineries and 
holding the requisite volume 
of buffer stocks to see us 
through from year to year.” 

Credit for Small-Scale 
Industries 

With a view to widening 
the coverage of the Credit 
Guarantee Scheme for small- 
scale industries it has been 
decided by the Reserve Bank 
to revise the definition of 
“small-scale industrial units” 
for the purpose of guarantee¬ 
ing advances made by speci¬ 
fied banks and other credit 
institutions. Under the scheme 
all industrial undertakings 
having investment in plant and 
machinery of a value (original 
cost) not exceeding Rs 10 
lakhs will be included as 
against Rs 7.5 lakhs at pre¬ 
sent. The revised definition 
came into force from Septem¬ 
ber 10, 1975. The Scheme, it 
maybe noted, i>> being admi¬ 
nistered by ti e Reserve Bank 
on behalf of the central gov¬ 
ernment since July 1960. 

Regional Rural Banks 

The report of the working 
group on regional rural 
banks was submitted to the 
Finance minister on July 30, 
1975. After considering the 
recommendations of the 
group and the views expressed 
by the chief executives of the 
public sector banks, national 
cooperative federations. Re¬ 
serve Bank of India, the con¬ 
cerned departments and 
ministries of government of 
India and the chief ministers 
and finance ministers of the 
state governments, the fol¬ 
lowing decisions have been 
taken by government of India 
regarding the establishment 
of regional rural banks:— . 

Regional rural banks 
should be set up, to start with, 
in areas which satisfy the fol¬ 
lowing criteria: * (a) the area 
should be comparatively back¬ 
ward or a tribal area; or the 
coverage by the commercial 
bank and cooperatives should 
be relatively poor; (b) the 
area should have a real poten¬ 
tial for development and 


should be poised for a back- 
through once the fiow of cre¬ 
dit is assured. In the case of 
states where the coverage and 
performance of the coopera¬ 
tives is fairly satisfactory, care 
has to be exercised to ensure 
that the growth of regional 
rural banks is not at the ex¬ 
pense of cooperatives and that 
there is no duplication of the 
credit structure. 

Wide Network 

In certain states commercial 
banks have extended a fairly 
wide network of branches in 
rural areas. In such states, 
it may be desirable to estab¬ 
lish regional rural banks only 
in those areas in the states 
where the development of 
cammercial banks has been 
below average. Special fea¬ 
tures in states such as Assam, 
Jammu and Kashmir, Mizo¬ 
ram and Meghalaya, will have 
to be taken note of and the 
structure or a new regional 
rural bank established in these 
areas will have to cater to the 
peculiar problems of these 
areas and also take note of 
the role of existing institu¬ 
tions operating in these areas. 

The organisation of new 
regional rural banks should go 
hand in hand with the streng¬ 
thening of the primary socie¬ 
ties at the base level, univer- 
salisatio.i of the membership 
of the societies and the estab¬ 
lishment of farmers’ service 
societies recommended by the 
National Commission on Ag¬ 
riculture and the T. A. Pai 
group. Location of at least 
15 regional rural banks should 
be finalised immediately and 
every endavour should be made 
to inaugurate them on Octo¬ 
ber 2, 1975 and, in any event, 
before the end of 1975. Sub¬ 
ject to manpower constraints, 
the targest will be the estab¬ 
lishment of 50 regional rural 
banks before April 1, 1977. 

A steering committee will be 
charged with the responsibi¬ 
lity of working out the full 
details of the programme on 
the basis of government deci¬ 
sion and will also be entrus¬ 
ted with the task of monitor¬ 
ing the progress of the pro¬ 
gramme. Each regional rural 
bank may have an authorised 
capital of Rs one croce and 


paid-up capital of Rs 25 
lakhs. The share capital 
should be raised by govern¬ 
ment of India, the state gov¬ 
ernment concerned and the 
sponsoring bank in the ratio 
of 50:15:35. There should 
be no participation of other 
institutions and individuals in 
the equity of the regional 
rural banks. 

The extent to which over¬ 
lapping of agencies should be 
minimised and the mechanism 
by which this would be en¬ 
sured will be examined in the 
case of each of the proposed 
regional rural banks by the 
steering committee, taking in¬ 
to account the financing agen¬ 
cies operating in the area, the 
peculiar needs of credit and 
features of development in the 
area covered by a particular 
rural bank. This exercise 
should be taken up after estab¬ 
lishment of the regional rural 
bank since the bank will in 
any case take some time to 
start functioning at its peak 
level. 

Loan Assistance 

The regional rural banks 
need extend loan assistance 
only to small/marginal far- 
mars, small artisans and land¬ 
less labourers, A ceiling may 
also be placed on the limit of 
loan that will be sanctioned 
to individuals. The steering 
committee should fix these 
limits for different regions 
and categories of loans. Re¬ 
gional rural banks should 
earmark a small proportion 
of their funds for consumption 
loans. These loans should be 
restricted to only two catego¬ 
ries of purposes: (i) education¬ 
al expenditure and (ii) medi¬ 
cal expenditure. There should 
be a ceiling on the maximum 
loan that can be advanced to 
an individual. 

Emplopecs of regional rural 
banks should enjoy scales of 
salaries and other benefits ac¬ 
cording to such scales pre¬ 
vailing in the relevant state 
government. The statute 
governing the etsablishment 
of regional rural banks should 
specifically laydown these. 

The training for employees 
of rural banks should be or¬ 
ganised at the field level train¬ 
ing centres of the state gov- 
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ernments so as to enable the 
staff recruited to have a deep 
insight into and dear appre¬ 
ciation of the rural conditions 
apart from banking concepts 
and procedures. Training faci¬ 
lities offered by the Reserve 
Bank of India and coopera¬ 
tive institutions may also be 
made use of. The National 
Institute of Bank Management 


could help in formulating the 
training schedule, syllabus, 
content, etc. 

Forms and procedures for 
the operation of rural banks 
should be as simple as pos¬ 
sible. All the business should 
be conducted in the regional 
languages. Forms should be 
filled up on behalf of the 
loanees by the employees of 


the banks themselves so that 
brokers and intermediaries do 
not exploit the loanees. The 
forms will have to vary from 
bank to bank. But the ex¬ 
perience of the banks in this 
regard should be shared. The 
Reserve Bank of India Act 
should be amended to place 
the new regional rural banks 
on par with cooperative banks 


in order to lower the rate of 
interest. 

Railway Roiling Stock 
for Tanzania 

The Project and Equipment 
Corporation has signed a 
contract recently with the 
government of Tanzania for 
supply of (1) 30 Bogie Petrol 
tank wagons (2) 17 Passenger 
Coaches (3) 5 Steam Locomo- 
tives (4) 15 Diesel Electric 
Locomotives and (5) Spares 
for all the above four ; terns. 
Tlie contract was signed 'by 
Mr. A. D. Hassan, High Com¬ 
missioner of the United Repub¬ 
lic of Tanzania and Mr B.D. 
Kumar, Chairjtan, Project 
and Equipment Corporation. 

These rolling stocks which 
arc worth about Rs 12 crorcs 
will be supplied on ten years 
credit including a two-year 
grace period. The credit is 
being provided by the Indus¬ 
trial Development Bank of 
India and the State Bank of 
India. Deliveries of these 
rolling stocks are expected to 
start in about seven to eight 
months and will be completed 
within two or three months 
thereafter. Only the supply 
of diesel electric locomotives 
will be completed in about 16 
months, period. The wagons 
are to manufactured by the 
Southern Railway Workshop, 
Trichanapalli; Coaches by 
Integral Coach Factory, Mad¬ 
ras. Diesel Electric Loco¬ 
motives by Diesel Locomotive 
Works, Varanasi and the 
Steam Locomotives will be 
reconditioned at Golden Rock 
Workshop. 

State Loans 

The ten state governments, 
which floated loans for a total 
notified amount of 161 cro- 
res on September 1, collected 
'Ja total cash subscription of 
Rs 178 crores, the Reserve 
Bank announced recently. 
Since the excess of actual 
subscription over the notified 
amount is of order of 10 
percent the entire subscrib- 
tion is being retained by the 
state governments.. Subscri¬ 
bers to all the statd loans 
will receive fall allotment, 
according to a Reserve Bank 
press note. Kerala, Madhya 
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Pradesh, Maharashtra. Rajas¬ 
than, Tamil Nadu and Uttar 
Pradesh attracted excess subs¬ 
cription of slightly over 10 
per cent. 

French Discount Rate 

The French central bank 
has announced that its dis¬ 
count rate will be reduced 
forthwith from 9.5 per cent 
to eight per cent. The Banque 
De France also announced 
cuts in lending rates against 
securities to companies and 
others. 

More Assistance by 
PNB 

Punjab National Bank, 
has decided to extend finan¬ 
cial assistance to small agri¬ 
culturists in Belgium district 
of Karnataka. PNB has taken 
up the agricultural finance 
programme in a big way. In 


the course of one month 500 
fanners will be advanced 
about Rs 25 lakhs* Under 
this scheme the bank will 
make direct finance to far¬ 
mers , Agriculturists from 
neighbouring Maharashtra 
area can also get assistance 
from the bank. Mr P. R. 
Dubhashi, Divisional Com¬ 
missioner, Belgaum and Mr 
B.M. Gogte. Director Punjab 
National Bank disbursed the 
first loan amount to 25 far¬ 
mers in a simple programme 
held at the Bank s promises 
in Belgaum. Loan is sanc¬ 
tioned at a rate of Rs 1,500 
per acre to farmer and in¬ 
terest rate vaiying from 11 
to 13 per cent is charged by 
the Bank. 

Names in the News 

At the Annual General 
Meeting of the Indian Sugar 


Mills Association held recently 
the following were elected to 
the Committee of the Associa¬ 
tion for the year 1975: Presi¬ 
dent, Mr Madhava Prasad; 
Vice-President: Mr A. S. Ruia; 
Oridinary Members: (I) Mr 
Pradeep Narang; (2) Mr P. K. 
Kanoria; (3) Mr V. D. Jhun- 
jhunwala; (4) Mr B.M. Thapar; 
(5) Mr R.P. Nevatia; (6) Lala 
Bans! Dhar; (7) Lala Hariraj 
Swarup; (8) Mr M.L. Modi; 
(9) Mr R. D. Dani; (10) Mr 
M. N. Pittie; (II) Mr T. 
Kanoria; (12) Mr S. K. Jain; 

(13) Mr M. P. Jhunjhunwala; 

(14) Mr D. D. Puri; (15) Mr 
M.L. Apte; (16) Mr S. K. 
Somaiya; (17) Mr Bahubali 
Gulabchand; (18) Mr M. 
Lingaiah; (19) Mr M. R. 
Morarka; (20) Mr V. L. Dutt; 
(21) Mr G. R. Nair; (22) Mr 
T. S. Chintamani; (23) Mr 


H.C.Kothari; (24) Mr V. S. 
Tyagaraja Mudaliar: (1) Mr 
P. Maruthai Pillai: (2) Mr 
P. C. Sawhney; (3) Mr R. P. 
Khosla; (4)MrH.K. Srivas- 
tava;(5) DrB. P. Kedia; (6) 
Mr N. K. Bharadws j; and (7) 
Mr S. N. Lai were coopted 
members. 

Lt. Gen K. S* Garewal, 
Signal Officer-in-Chief of the 
Indian Army, will take over as 
Chairman of the Coal Mines 
Authority of India Ltd. on 
September 17, 1975. Besides 
being a top expert in electro¬ 
nics and telecommunication 
engineering. General Garewal 
has had a long and varied ex¬ 
perience in men and material 
management, and inventory 
control. Lt. Gen. Garewal is 
also a Director of the Bharat 
Electronics Ltd and the Indian 
Telephone Industries Ltd. 


HAVE YOU PAID 
YOUR ADVANCE TAX? 


The last date 
for payment of 
SEPTEMBER instalment 
of Advance Tax is 


SEPTEMBER 15,1975 

Deposit your instalment 
of Advance-Tax in time, 
quoting your permanent 
Account Number on 
the challan. . 


REMEMBER 


that non-payment of 
due amount of advance- 
tax in time attracts 
penal consequences. 


Issued by: 

DIRECTOR OF INSPECTION, 
(Publications & Public Relations^ 
Income-tax Department, 

New Delhi. 
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COMPANY 

AFFAIRS 


Mindia Chemicals 

Mindia Chemicals Ltd ente¬ 
red the capital market on 
September 9, 1975 with an 
issue of Rs. 186.19 lakhs in 
equity shares of Rs. 10 each 
for public subscription for cash 
at par. The issue will close 
on September 19, 1975 or earlier 
at the discretion of the direc¬ 
tors but not before September 
11, 1975. 

The company has an authori¬ 
sed capital of Rs 5 crores 
and issued, subscribed and 
paid-up capital of Rs 193.80 
lakhs. The company has recei¬ 
ved an industrial licence 
under the Industries (Develop¬ 
ment and Regulation) Act. 
1951, for the manufacture of 
3,300 tonnes per ' ear of rubber 
chemicals and 3.400 tonnes 
per year of rubber chemical 
intermediates. 

Main Object 

The main object of the 
company as set out in 
its Memorandum of Associa¬ 
tion is to carry on the business 
as manufacturers of, and dea- 
lears in, rubber chemicals and 
their intermediates. The com¬ 
pany’s plant is being set up 
at the Trans Thana Creek 
Area near Bombay, in the 
state of Maharashtra. The 
total cost of the project is es¬ 
timated bv the directors at Rs 
9.40 crores and will be financed 
by equity share capital to the 
extent of Rs 3.80 crores. A sum 
of Rs 4.70 crores is likely to be 
raised through rupee-term loans 
and Rs 90 lakhs through de¬ 
bentures. 

The entire public issue has 
been underwritten by the Life 
Insurance Corporation (40 
lakhs), the Industrial Credit 
and Investment Corporation of 
India Ltd. (30 lakhs). Indust¬ 
rial finance Corporation of 
India (21 lakhs). Unit Trust of 
India (10 lakhs). Union Bank 


of India (7,50,000), General 
Insurance Corporation of 
India (Rs 7 lakhs). The 
United India Fire Sc General 
Insurance Co. (7 lakhs). 
National Insurance Company 
Ltd. (Rs 7 lakhs), Canara 
Bank (.Rs. 5 lakhs). Grindlays 
Bank Ltd. (Rs 4 lakhs), 
Bhupcndra Champaklaf Dcvi- 
das (Rs. 2 lakhs), Jamnadas 
Morarjee & Co. (Rs 2 lakhs), 
Bharat Bhushan & Co. (Rs 
2 lakhs), H. P. Mehta & Co. 
(Rs 2 lakhs), M. M. Murarka 
& Coj (Rs 2 lakhs), Batlivala 
& Karani (Rs 2 lakhs), L. K. 
Panday (Rs 2 lakhs), D. S. 
Purbhoodas & Co. (Rs. 
1.60,000). Champaklal Bhailal 
Ghokshi (Rs 1,50,000), Naresh- 
chandra Lalbhai Parikh (Rs. 
1,50 000). Harkisondass Lukh- 
midass (Rs one lakh), Mcr- 
wanjee Bomanjee Dalai, (Rs 
1 lakh), Lewis & Jones (Rs 
one lakh), Porecha Brothers 
(Rs one lakh). Valji Bhimji 
& Co. (Rs one lakh), Jasvant- 
lal Chhotala! & Co. (Rs one 
lakh), Jasvantlal Chaganlal 
(Rs one lakh), Harbans Singh 
Mehta & Co. (Rs one lakh). 
Raja Ram Bhasin Co. (Rs 
on lakh), Vinod Kumar Sc Co. 
(Rs one lakh). Behari Lai 
& Co. (Rs one lakh), Jalan & 
Co. (Rs one lakh), J. C. 
Mehta & Co. (Rs one lakh), 
Brijnath Khandelwal & Co. 
(Rs one lakh) Dayco (Rs one 
lakh), G. M. Pvne (Rs one 
lakh), Murarka Brothers (Rs 
one lakh). Place, Siddons & 
Gough (Private) Limited (Rs 
one lakh), Stewart & Co., 
(Rs one lakh), S. S. Chiripal 
(Rs one lakh), Varma & Co. 
(Rs one lakh). N. L. Roy & 
Co. (Rs one lakh), Kothari Sc 
Sons, (Rs one lakh), Sri A. J. 
Chaves (Rs one lakhs), Jhagir 
dar Sc Co, (Rs one lakh), 
M. N&mappaiah Jagirdar (Rs 
one Jakh), Satyaprakash & 
Co. (Rs one lakh), Vijai & 
Company (Rs one lakh), and 


Laxminarayan N. Gupta & 
Co. (Rs one lakh). 

Central India Machinery 

Central India Machinery 
Manufacturing Co. Ltd im¬ 
proved its sales from Rs 
15.09 crores in 1973-74 to 
Rs 16.67 crores in 1974-75, the 
gross profit, however, came 
down from Rs 57.46 lakhs to Rs 
23.43 lakhs. After provisions 
and adjustments, there is a 
deficit of Rs 84,587. Both 
equity and preference divi¬ 
dends. have been passed over. 
For 1973-74, the company had 
paid an equity dividend of eight 
per cent. 

The directors slate that 
while the working of all 
other divisions has been satis¬ 
factory resulting in a gross 
profit of Rs 88.79 lakhs, the 
wagon and structural division 
has shown a loss of Rs 66.49 
lakhs, on account of carry¬ 
over of large stocks of un¬ 
finished wagons due to non¬ 
receipt of wheel sets, unre- 
munerative wagon prices and 
frequent labour strikes. Some 
of the profit pertaining to these 
wagons is expected to be rea¬ 
lised in the current year. 

Satisfactory Sales 

Production and sales in the 
textile machinery division were 
quite satisfactory. The export 
order from Republic of Korea 
of automatic looms and warp¬ 
ing machines has been fully 
executed. Some automatic 
looms have also been exported 
to Iran and repeat orders have 
been received. The shuttle divi¬ 
sion continues to show satis¬ 
factory performance. The steel 
foundry division revealed satis¬ 
factory performance in 1974-75. 
The wagon and structural di¬ 
vision is expected to show 
better working during the 
current year. The order from 
Malaysia for Rs 1,57 crores is 


under execution. Efforts are 
being made for orders from 
Nigria, Philippines, Indonesia 
and Malaysian railways. 

Firth (India) Steal 

Firth (India) Steel Co. has 
revealed improved results for 
the year ended march 1975. 
Sales and profits are higher than 
in the previous year. Equity 
dividend has been raised from 
seven per cent, to 10 per cent 
with a corresponding divi¬ 
dend on the new shares issued 
during the year. Of, this 
6.2 per cent will be paid this 
year and the balance on defe¬ 
rred basis. 

The company has applied 
to the Income-tax authori¬ 
ties for determining the 
tax-free dividends. Sales have 
risen by 57 per cent from Rs 

1.76 crores in 1973-74 to Rs 

2.76 crores in 1974-75. The 
gross profit increased by 97 
per cent from Rs 29.39 lakhs 
to Rs 57.85 lakhs. Higher 
turnover has been achieved 
mainly by better product and 
partially on account of rise 
in steel prices. Production of 
processed high speed steel was 
117 tonnes against 69 tonnes 
in the provisous year and of 
processed alloy steel 1,722 
tonnes against 1,762 tonnes. 

Power Shortage 

Sales in the first four months 
of the current year have excee¬ 
ded Rs 90 lakhs. The billet 
project at Nagpur has been 
delayed due to non-receipt of 
some equipment in time. How-* 
ever, as the company had placed 
firm orders for most of the 
items of plant and machinery 
before December 1, 1973; it 
would be eligible to claim de- 
velopment rebate in respect of 
plant installed before May 31, 
1975. It had intended to com¬ 
mence the new plant at Nagpur 
before May 31, 1975 but due 
to power cut, it could not get 
power connection for the new 
plant. The plant is now ex¬ 
pected to be commissioned 
shortly, with the electro* 
slag remelting unit. The com* 
pany will be able to process 
high grades and heat resisting 
steel as also super alloys re¬ 
quired by atomic energy, air- 
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craft, defence and space re¬ 
search, 

WIMCO 

The directors of Western 
India Match Co. Ltd. have 
stated in their report for 1974 
that the company's working 
for the current year will be sat is- 
factory despite setbacks suffe¬ 
red in recent montns. The 
working was quite satisfactory 
until March 15 when the emp¬ 
loyees in the factories at 
Bareilly, Dhubri and Calcutta 
went on strike. The opera¬ 
tions were affected adversely 
also by the pre-monsoon power 
cut which meant a fall in the 
production of paper, chlorate? 
and the products. The direc¬ 
tors hope that the demand for 
matches will pick up because 
of the good monsoon and that 
the production of paper, chlo¬ 
rates and magnetic electrodes 
will improve as a result of the 
improved power situation. The 
large expenditure on repairs 
and maintenance too is ex¬ 
pected to improve the perfor¬ 
mance of the plant. 

Meanwhile, a licence for 
raising the capacity of the 
Calcutta Paper Mill has now 
been received., and the 
first phase aimed at stepp¬ 
ing up the capacity to 10,000 
tonnes of paper and 4,500 
tonnes semi-chemical pullp a 
year will be completed by the 
end of this year. The company 
hoped that the sanction in 
respect of applications for ex¬ 
panding capacities of glue and 
perchlorate plants will be re¬ 
ceived soon. The company has 
yet to announce its dividend 
and working results for 1974. 
These will be published on 
completion of proceedural for¬ 
malities regarding the merger 
of the Assam Match Co. Ltd. 
with WIMCO. If these for¬ 
malities arc completed well 
in time for the company's 
annual meeting on September 
30, the merged accounts will 
be placed before the share¬ 
holders. If not, the considera¬ 
tion of accounts and the dec¬ 
laration of dividend will be 
postponed. 

Star Pmpmr 

Star Paper Mills Ltd. has 
shown increased production of 
32,388 tonnes during the year 


ended March 31, 1975 as 1.15 crores. After charging against Rs 1.34 lakhs. Out 
agamst 29,712 tonne in the Rs 80.28 lakhs for deprecia- of this Rs 72.04 lakhs has been 
previous year. Sales have tion, Rs 1.77 crores for taxa- transferred to general reserve, 
increased to Rs 12.58 crores tion and transferring Rs 3,83 After transferring the propo- 
from Rs 8.51 crores and the lakhs to development rebate sed arrear dividends on pre- 
gross profit more than doubled reserve, the net profit thas ference shares amounting to 
to Rs 3.38 crores from Rs amounted to Rs 77.11 lakhs Rs 4.29 lakhs for the year 





Vital Statistics of India 1970 

Rs. 

90.00 


Acrological Data of India 

May 1969 

Rs. 

45.0 


June 1969 

Rs. 

45.00 


Public Electricity Supply All India Statistics 1971-72 General review 

Rs. 

29.50 


Working class consumer price Index Numbers in India— 
f A Monograph Vol. 1, 

Rs. 

24.60 


National Accounts Statistics 1960-61,1972-73 Disaggregated Tables 

Rs. 

22.50 


Annual Report on the Working of Industrial and Commercial 
undertaking? of the Central Government 1973-74 Vol. 1 (Text) 

Rs. 

22.00 


National Formulary of India (2nd edition) 

Rs. .19.50 


Committee on Regional Accounts First report 

Rs. 

17.5Q 


Report on second Occupational Wage Survey ((963-65) Vol. 1 

Rs. 

14.00 


Central F.xeise Tariff (working schedule) as on 11.5.1974 

Rs. 

12.50 


Official Directory (as on 1st April, 1975) (Diglot) 

Rs 

12.50 


Pocket Book of Labour Statistics. 1975 

Rs. 

11.50 


Ritual Terracottas and Terrcotta Toys of Darbhanga 
(Census of India, 1971) 

Rs. 

11.00 


Hand Book on training facilities Tamil Nadu, institutional and 
in-Plant training 

Rs. 

7.25 


Brochure on reservation for scheduled castes and scheduled tribes 
in railway services First edn. 1975 

Rs. 

5.00 


Nous on Office procedure (Aids to Office Management) 

Rs. 

4.00 


Incentive Schemes in Public Sector Enterprises—A Study 

Rs. 

4.25 


Indian Customs and Central Excise Tariff (Sixty-Third issue) 
as in operation on (Lth May, 1973 Vol. U 
(Central F.\eisc Tariff only) 

Rs. 

3.2Q 

• 

Report of the Agricultural Prices Commission on price 

Policy for Wheat for 1974-75 season. 

Rs. 

3.65 


Available from all authorised agents. 
t FOR CASH SAU. 

KITAJ? MAHAL 

Unit No. 21. State Emporia Building, 

Baba Knarak Singh Marg, 

New Delhi (Phone : 341/08) j 

GOVT, or INDIA BOOK DEPOT. 

8. K. S. Roy Road, Calcutta-( 

(Phone : 2338J3> 

GOVT, or INDIA BOOK DEPOT 
; Ground Floor. New C.G.O. Building, 

New Marine Lines, Bombay-20 

DEPARTMENT OF PUBLICATION 
SALE COUNTERS IN NEW DELHI 

• UDYOCi BHAVAN (Phone : 372082) 

• DEPARTMENT OF PUBLICATION 
CIVIL LINES, DELHl-nQQUb. 

C.B.R- BUILDING, BAHADUR SHAH 

l| ZAFAR MARG 



NOTE : 

Postal tharges extra* for mail 
orders below Rs. 5/- in India 
20 % * of cost. 

Registration Charges extra for 
in.nl orders below Rs. 2. 
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1973-74, to preference shares 
dividend reserve the board 
has recommended dividends 
out of general reserve for the 
year 1974-75 on preference 
shares Rs 4.52 lakhs and on 
equity shares at Rs. 1.50 per 
share (15 per cent) amounting 
to Rs 26.50 lakhs out of which 
Rs 10,52 lakhs will be de¬ 
ferred dividend payable in two 
equal instalments with interest 
at eight per cent per annum 
(subject to tax) in the man¬ 
ner provided under the Com¬ 
panies (Temporary Restriction 
on Dividends) Act, 1974., as 
recently amended. 

The equity dividend is subject 
to approval of the Industrial 
Finance Corporation of India. 
The company will also refer 
again to the department of 
company affairs for payment of 
proposed dividends for the 


year 1974-75., prior to pay¬ 
ment of arrear dividends on 
preference shares for the year 
1973-74 which have been trans¬ 
ferred to preference shares 
dividend reserve. With the 
commissioning of all the equip¬ 
ment installed under the 
crash programme, higher pro¬ 
duction is expected during the 
current year. 

National Insulated Cable 

The net profit of the National 
Insulated Cable Co. of India 
Ltd has risen from Rs. 55.48 
lakhs to Rs 72.09 lakhs for 
the year ended March 1975. 
After providing Rs 8.56 lakhs 
for depreciation and Rs 2.89 
lakhs for development rebate 
reserve, a taxable ordinary 
dividend of five per cent has 
been declared. Sums of Rs4.85 
lakhs from excess provision 
of sales tax and of Rs 20,200 


from development rebate 
reserve have been writtenback. 
Allocations include Rs 41 
lakhs for taxation and Rs 
36.15 lakhs for general reserve. 
Sales increased from Rs 4.75 
crores to Rs 5.46 crores. 

Indian Link Chain 

The Indian Link Chain 
Manufacturers Ltd has re¬ 
corded better results for the 
year ended March 1975. Sales 
have risen from Rs 94.10 
lakhs in 1973-74 to Rs 140.92 
lakhs in 1974-75 and the gross 
profit from Rs 12.70 lakhs to 
Rs 18.17 lakhs. After pro¬ 
viding Rs 5.10 lakhs for dep¬ 
reciation and Rs 8.60 lakhs 
for taxation and after making 
some adjustments, a sum of 
Rs 4.30 lakhs has been trans¬ 
ferred to general reserve. Equi¬ 
ty dividend has been stepped 


up from 4.5 per cent to' 7.5 
per cent. 

Universal Dyestuff 

Universal Dyestuff Indust¬ 
ries Ltd has made a gross 
profit of Rs 11.95 lakhs in 
1974-75 compared to the gross 
loss of Rs. 6 lakhs in the pre¬ 
vious year. Sales have also 
gone up substantially to Rs. 
1.88 crores from Rs. 83.56 
lakhs in the previous year. The 
sales include an export of 
Rs 36 lakhs in the year under 
review. The allocations iuclude 
Rs 5.40 lakhs for depreciation, 
Rs 3,900 as managerial re¬ 
muneration of the previous 
management, and Rs 1,200 for 
donation. The net profit a 
amounts to Rs 6.94 lakhs for 
1974-75. After deducting pre¬ 
vious year’s loss of Rs. 6.15 
lakhs the company carried for- 


Ministry of Defence 
INDIAN ORDNANCE FACTORIES 

The General Managers of the following factories invite separate sealed Tender forms available ®R«s. 2/- each item by money order upto 6.10.1,975. 
tenders/applications for supply of the following items/works. (8) Ordnance Factory, Bhusawal : 

(1) Ordnance Factory, Ambajhari. PO Antbajhnri Defence Project, NW-v : Procurement of Dobesivc with Hardener—Kg. 500.Closing date 1,7.10.1975. 

(a) Tender No, 4Q63/M-2/75-76/2! 1,9: One Passenger Bus body building Tender forms available <$ Rs. 2/- by crossed postal order upto 16.1Q.1975. 

and mounting it on a TMB Chasis Model IP 1,2100/52-51,95 mm wheel base. (9) Ordnance Factory, Dura Dura, Calcutta-28. 

(b) (i) Tender No. 4Q63/M-I/75-76/1052 : End Reinforcement Plate to Cadmium Anode Size 200 mm x 150 mmx6 mm.—100 Kgs. (Closing 
Drg. No. Cat 1,155, made out of Forged Al. Zn. Mg. 1 Alloy (Constructal date 6.1,0.1975). 

21/51 Alloy) in VW condition to Specn. DIN 1.725-2QQQ Nos. Tender forms available ® Rs. 5/-. 

(ii) Same as above but Drg. No. Cat-1156.-2,000 Nos. (10) Gun Carriage Factory, Jabalpur : 

Tenders forms available % Rs. 5/- each upto 1.1,0.1,975 for item (a) and T. E. No. 75/1,67/564 : Steel Round 70 mm to specn. DEF !3group 3 B 

30 9.1975 for item (b) by crossed IPO. Request for tender forms wiU not be or BS 970 EN (8 R—Kgs. 4,900 and T.E. No. 75/9Q/56A: Steel Mild plate 

entertained from firms who arc neither registered with this factory or with 6 mm x 900 mm x (800 mm or std. size to specn. DEF L3 Gr 2 or IS 226.—Kgs. 

DGS AD, should be accompanied with photostat copy of proof of registra- 15,000. (Closing date 23.10.1,975). • 

lion issued by the DGS AD. Tender forms available @ Rs. 5/- by postal orders upto 22.10.1975. 

(2) Small Arms Factory, Kalpi Road, Kanpur : (U) Metal & Steel Factory, fshapore : 

Open Tender No. 3Q37/SAF/245/OT/PV : Spring platform (DS cat No. Zinc Base Alloy Ingot for Die Casting. Specn. BS: 1QQ4-1972-AUoy *A f 
1OQ5-OOQ348)-2Q,000 Nos. (Drgs are to be obtained from the Controller of or IS : 713-1,966-Alloy-1 for M/T 20. (Closing date 1.1,0.1975). 

Inspection (small Arms) Ishapore on payment of Rs. 3/-. Tender forms Tender forms available ® Rs. 5/- by cash or postal orders upto 3Q.9.1975, 
available @ Rs. 2Q/- by crossed postal orders or bank draft upto 20.10.1975. (12) Ordnance Factory, Bbandara : 

(3) Ordnance Equipment Factory, Kanpur : (a) Tender No. SP/3018/345: Switch ICTP with neutral link 150 Amp 

(a) Tender No. PV/445 : Fabric Rubber proofed double texture olive capacity with HRC fuses-24 Nos. 

green 115 cm wide. (Cat. No. H2/83Q5-000334). Specn.no. IND/TC/2267(c) (b) Tender No. SP/3Q18/346: Delto.i brand cable switch board PVC 

Metres 12,620. (Closing date 23.10.(975). with tinned copper conductor 0.50 mm diameter PVC insulated and PVC 

(b) lender No. EO/451/2/lQ/Cy: One Band Knife Splitting Machine; sheathed to I.T.D, specn. No. S/WS-U3 B of 19.12.1962 with amendment 

Two Shaving Machines; One Staking Machine and Two Closed End Buffing No. 1,2, 3, 4—42 wires.—1,344 Metres. 

Machines* (CWng date 9,1,0.1975). (c) Tender No. SP/3018/347: Steel mild plates black 10 mm—500 Kgs. 

(c) Tender No. E0/45(/2/((/MM: Material Handling Equipment. (d) Tender No. SP/3Q1,8/348; Lime unhydrated with 60% calcium oxide 

(Closing date 27.(0.1975). -450 M fT. 

Trader forms available @ Rs. 5/- for item (a) and Rs. (0/- each for items (Closing date for all items 20.11.1,975). 

(b) & (c) by money order or postal orders. Tender forms available @ Rs. 2/- each item by cash or by money order 

(4) Cordite Factory, Antvankadu (NBgiris) : upto 20.1,0.(975. 

(a) Tender No. CFA/JQ5Q/1.975-76/MOB: Cases C- 128 Mark-(3 (without (13) Ammunition factory, Kirkee, Poona-3 : 

partition and Grooves).-No$. 15,000 or less. Polythene Bags 1974-.5 mmx240 mmx0.18 mm to 0.25 mm thick— 

(b) Tender No. CFA/1000/1975-76/MOB: Cloth Dungree Cotton Grey Nos. 1,00,000. (Opening date 17.1,0.1975). 

Scoured. 91,4/1143 mm wide (Specn: Variety No. 3 of IS No. 749/1,955).- Tender forms available @ Rs. 5/- upto 26.9.1975. 

Metres 4,800. (14) Rifle Factory, Ishapore ; 

Tender forms available free upto 1,0.10.1975 for item (a) and (5.10.1975 (a) Paint prepared for use—War Equipment, Air Drying Brushing, 

for item (b). Olive Green, Scamic—314. Specn: IND/SL/3236(a)—Litres 2.550. (Closing 

(5) Ordnance Cable Factory, Chandigarh : date 24.10.1975). 

Heavy duty electric hoist 3/4 Ton capacity with wire rope.—2 Nos. (b) (i) Steel Rd 14.2875 mm dja (+ .3969 mm) to be supplied in as rolled. 
(Closing date 1,.1,1.1975). annealed and reeled condition and in st. length of 2 to 3 metres. Material 

Tender forms available @ Rs. (Q/- by cash or money order upto 31,. 1,0.1975. should be free from cracks and other surface defects. Specn. BS/970/En 56 D. 

(6) Ordnance Factory, Katni: Test piece from each cast to be heat-treated and tested to condition V. Proof 

Crucible Super Salamander (English make) or Mars Global (German stress tested.—Kgs 18,932: and (ii) Silver Copper Brazing Alloy Rod—1.5mm 

make)—capacity 500 Kgs. Pattern No. TP-(2.-8 Nos,(Closing date 30.10.1975). dia. Specn. BA-CUAG-16 A as per IS-2927-1964-Kgs. 42. * 

Tender form? available @ Rs. 5/- by cash or postal orders upto 2Q.1Q.1975. (Closing date 31.10.1975). 

(7) High Explosives Factory, Kirkee, Poona-3 : Tender forms available @Rs. 5/- each item upto 17,(0.1975 for item (a) 

(a) 3 Nos. Stainless Steel Pan with mild steel jacket for cooling styphnic and 24.(0.1975 for item (b) by crossed IPO only. 

acid, 275 litres capacity as per Drg. No. HE 3491, and Note : Other details and specifications wherever applicable will be 

(b) (0 Nos. Ball valve, stainless steel. Flanged, regular port with teflon supplied along with trader forms. Tender fees are non-refundable. For fur- 

fittings 3S.2 mm. (Opening date 21.(0.1975). her details see Indian Trade Journal also, davp-685(23()/75. 
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ward a surplus of Rs. 34,000. 
The directors decided to pass 
the dividend on equity sha¬ 
res for 1974-75. 

News end Notes 

J. K. Synthetics, which 
has been considering setting 
up a unit for the manufacture 
of rayon yarn and allied 
products, has been offered 
such a unit by J. K. Cotton 
Spinning and Weaving Mills 
on a licence for five years with 
an option to purchase it. 
The licence fee will be Rs 4 
lakhs per month, or a sum 
equal to 50 per cent of the net 
profits earned by the unit in 
each year, whichever is higher. 
Meanwhile, the company’s 
other projects arc making satis¬ 
factory progress. A letter of 
intent has been received to in¬ 
crease the cement capacity by 
420,000 tonnes per annum. A 
second plant is proposed to be 
set up at Nimbahera in Rajas¬ 
than for this purpose. The 
government has approved the 
revised collaboration agree¬ 
ment and also cleared the re¬ 
vised application for import of 
capital goods in respect of the 
acrylic fibre project, which is 
now expected to be imple¬ 
mented expeditiously. A new 
company is being floated in 
Kenya to undertake the sett¬ 
ing up of a synthetic yarn pro¬ 
ject in that country. JK will 
participate to th extent of 
49 per cent in the share capital 
of this company. Steps are 
being taken to obtain govern¬ 
ment approval to increase the 
capacity of nylon tyre card. 

Naw Issues 

AEW JjknsoB Ltd. will 
enter the capital market on 
September 15, 1975 with a 
public issue of 290,000 cqutiy 
shares of Rs 10 each for cash at 
par* The company has an 
authorised capital of Rs 50 
lakhs and issued and subscri¬ 
bed capital of Rs 6 lakhs. The 
public issue will close on Sep¬ 
tember 27, 1975 or earlier at 
the discretion of the directors 
but not before September 18, 
1975, 

The company has set up a 
manufheturing unit for the pro¬ 
duction of hydraulic jacks and 
shock-absorbers as an export- 
oriented ludnstry* This unit 


will be the first of its kind in 
the country where the foreign 
collaborators have shifted their 
complete plant and equipment 
to India to establish a manu¬ 
facturing; facility in the country 
to produce goods to be re¬ 
exported back to Europe and 
other countries of the world. 

The company has entered 


into a collaboration agreement 
with* Messrs Janson-Fabrieken 
N.V., Rotterdam whereby the 
collaborators have supplied 
their complete plant and equip¬ 
ment along with raw-materials 
and components for the manu¬ 
facture of hydraulic jacks and 
shock-absorbers The Trade 
Development Authority, con¬ 


sidering this as a turn-key pro¬ 
ject, piloted the same through 
government of India and ob¬ 
tained all necessary govern* 
ment approvals and clearance. 
The collaborators have shifted 
the plant to India against 
equity participation and a pro¬ 
duct loan. 
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Money supply: 

1964 - 65 - 

1974-75 

The Reserve Bank of India 
bulletin for June, 1975 had an 
artilce prepared by its Eco¬ 
nomic Department!, which 
studied the impact of domestic 
and external factors on money 
supply with special reference 
to 1974-75. It came to the 
conclusion that the decelera¬ 
tion in money supply in 1974- 
75 at six per cent as against a 
rise of 15 per cent in the pre¬ 
ceding year was a remarkable 
achievement. This retardation 
in money supply had been 
attained despite the meagre 
growth in the economy at two 
per cent. The study also 
showed that this was the 
lowest rate of expansion in 


money supply during the last 
13 years. It however, con¬ 
cluded that the experience of 
1974-75 could not be used as 
a basis for the projection of 
money supply in 1974-75. 

Full text of this article is 
given below : 

An outstanding feature of 
the growth of economy in 
1974-75 was the moderation 
of the upward thrust in prices: 
between end-March 1974 and 
end-March 1975, the price 
rise was of the order only 7.7 
per cent in contrast to a rise 
of 30.2 per cent witnessed 
during the corresponding 
period of 1973-74. One does 
not have to invoke the quanti¬ 
ty theory of money to empha¬ 
sise the importance of the 
right degree of monetary ex¬ 
pansion for the attainment 
of the objective of price 
stability. In any interpreta¬ 
tion of the moderation of 
price-rise therefore a key vari¬ 
able which attracts immediate 
attention is money supply: 
during the financial year 1974- 


75 money supply with the 
public expanded by only 6,3 
per cent, in sharp contrast to 
the expansion of 15.2 per cent 
witnessed during the previous 
financial year. In absolute 
terms, money supply expanded 
by only Rs 679 crores in 1974- 
75, as compared with an 
expansion of R$ 1435 crores 
in 1973-74 (Table I). 

The deceleration in money 
supply becomes particularly con¬ 
spicuous when viewed against 
the background of the fact that 
money supply was expanding 
at the average annual rate of 
15 per cent during three suc¬ 
cessive years from 1971-72. 
Forming part of this pheno¬ 
menon of a rather dramatic 
decline in the rate of expan¬ 
sion of money supply but 
apparently concealed within 
it is another interesting 
epi phenomenon, namely, the 
near stationariness of currency 
with the public. The bulk of 
expansion in money supply 
came about through expansion 
in deposit money, currency 
with the public hardly showing 
any increase: while deposit 
money expanded by 14.1 per 
cent, currency with the public 
recorded only a fractional 
rise of 0.7 per cent. In abso¬ 
lute terms, the currency ex¬ 
pansion in 1974-75 was of the 
order of only Rs 43 crores in 
sharp contrast to a rise of 
Rs 892 crores witnessed in 
1973-74. It may be noted 
here that currency with the 


public Was expanding at an 
average annual sate of 13 per 
cent during the three successive 
years since 1971-72* In fact 
the incremental currency— 
money supply ratio declined 
suddenly from 62*2 per cent 
in 1973-74 to 6*3 percent in 
1974-75(Table II p.534). 

The deceleration in money 
supply from the 15 percent 
average annual rate during 
the three years 1971-72 to 
1973-74, to only six per Cent 
in 1974-75—a year in which 
the economy recorded rfeal 
growth of about two percent— 
is a remarkable achievement. 
Indeed it is the lowest rate of 
expansion of money supply 
during the last thirteen years* 
Equally important is the near 
stationariness of currency an 
aspect which appears flum¬ 
moxing, at any rate apprent- 
ly, In any case both these 
facets of money supply expan¬ 
sion render the 1974-75 ex¬ 
perience rather unique in 
recent years and hence it 
would be rewarding to inter¬ 
pret and analyse the under¬ 
lying factors which made the 
deceleration possible* The 
present article is an attempt 
towards such analysts and 
interpretation. To the extent 
to which such analysis would 
throw light on the causative 
factors. The possibility of the 
repeatability of the 1974-75 ex¬ 
perience may also become clear. 

In seeking an explanation 


(Rs crores) 


Table I 

Variations in Money Supply 
(Last Friday Figures) 


Variations During Money Supply Currency with the Public Deposit Money 

(Financial Years) --- ----- *——. . 

Aboslute % Aboslute % Absolute % 


1964-65 

+ 

328.2 

+ 8.7 

+ 

163.5 

+ 6.3 

+ 

164.7 


14.4 

1965-66 

+ 

449.0 

-r 11.0 

+ 

265.2 

+ 9.6 

+ 

183.8 

+ 

14.0 

1966-67 

4- 

420.6 

+ 9.3 


162.5 

+ 5.4 

+ 

258.1 

+ 

17.3 

1967-68 

+ 

400.1 

+ 8.1 

-b 

179.3 

+ 5.6 

+ 

220.8 

+ 

12.6 

1968-69 

+ 

429.2 

+ 8.0 

+ 

305.9 

+ 9.1 

+ 

123.3 

4* 

6.2 

1969-70 

+ 

607.2 

+ 10.5 

+ 

328.3 

+ 8.9 

+ 

278.9 

4" 

13.2 

1970-71 

+ 

753.4 

-f 11.8 

+ 

373.0 

+ 9.3 

+ 

380.4 

+ 

16.0 

1971-72 

+ 

998.4 

+ 14.0 

+ 

438;9 

+ 10.0 

+ 

559.5 

+ 

20.3 

1972-73 

+ 

1274.8 

+ 1.5.7 

+ 

621,3 

+ 12.0 

+ 

653.5 

+ 

19.7 

; 1973-74(P) . 

+ 

1435 1 

+ 15.2 

+ 

892.5 

+ 16.4 

+ 

542.6 


13.7 

1974-75(P) 

+ 

678.9 

+ 6.3 

+ 

42.8 

+ 0.7 

+ 

936.1 


14.1* 


P-—Provisional. 


tRrepared by N. A* Mujumdar and R. H* Patil of the Economic Department. The authors are grateful to Dr lL SL 
Krishnaswamy for his suggestions on an earlier draft of the article. 
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for the deceleration in money 
supply in%J974-75 one way 
of approach would be to assess 
the impact of the major 
factors which affect money 
supply. Basically, govern¬ 
ment budgetary policy, mone¬ 
tary policy and the balance 
of payments position affect 
the level of reserve money and 
lead to changes in nominal 
money supply. Looked at 
from this point of view three 
monetary variables become 
important namely, net bank 
credit to the government 
sector, bank credit to the com¬ 
mercial sector and net foreign 
exchange assets of the bank¬ 
ing sector. With a view to 
illustrating the impact of these 
three factors on money supply, 
the relevant data for the two 
years 1973-74 and 1974-75, arc 
set out in Table III (p. 534). 

It is certainly not the pur¬ 
pose of this article to discuss 
in detail the various fiscal and 
monetary measures taken in 
1974-75 and to asses their im¬ 
pact on money supply. For 
the present purpose it would 
be sufficient to stress that both 
the fiscal and monetary poli¬ 
cies were geared in 1974-75 to 
the overall objective of the 
demand management and that 
the financial year-end data do 
demonstrate the cumulative 
impact of these policies. 

Lower Bank Credit 

To begin with budgetary 
policy, the increase in net bank 
credit to government in 1974- 
75 at Rs 732 crores, was size- 
ably lower by Rs 222 crores, 
as compared with the increase 
in 1973-74. What is more im¬ 
portant, the increase in Re¬ 
serve Bank of India's (RBI) 
credit at Rs 335 crores was 
less than one-half of the in¬ 
crease evidenced in 1973-74. 
Such a sizeable scaling down 
of RBI credit to Government 
is a clear evidence of the suc¬ 
cessful implementation of a 
restriettonary fiscal policy, 
which was characterised by 
mobilisation of a record level 
of resources through greater 
tax efforts, fiscal discipline in 
expenditure and the conse¬ 
quent containment of the mag¬ 
nitude of deficit finance. 

The scale of additional mobi¬ 
lisation of resources by the 
Centre at Rs 690 crores was 


unprecedented and the centre's 
effort in this direction was 
strengthened by the states 
which together mobilised re¬ 
sources of the order of Rs 358 
crores. These resource mobi- , 
lisation efforts were reinforced j 
by another set of measures de¬ 
signed to mop up additional 
purchasing power; impounding 
of one-half of additional 
dearness allowances and all of 
any other wage and salary in¬ 
creases, ceiling on the amount 
of distributable profits and 
compulsory savings for tax 
payers in higher income brac¬ 
kets. 

Restraint on Expenditure 

For instance, the total 
amount impounded under the 
Compulsory Deposit Schemes 
relating to wages/salaries and 
dearness allowances, and in¬ 
come tax payers aggregated Rs 
139 crores during 1974-75. 
Secondly, considerable res¬ 
traint was exercised in respect 
of non-development expendi¬ 
ture. Finally, in spite of seve¬ 
ral factors such as food and fer¬ 
tilizers subsidies, payment of 
dearness allowances to gov¬ 
ernment employees, drought 
relief expenditure etc, which 
threatened to enlarge budge¬ 
tary deficit to alarming pro¬ 
portions, it was possible to 
contain the deficit within Rs 
700 crores. 

The second factor namely, 
bank credit to commercial sec¬ 
tor reflects the impact of the 
tight monetary policy pursued 
by the RBI. The increase in bank 
credit to commercial sector in 
1974-75 at Rs 1408 crores was 
substantially smaller by Rs 369 
crores, as compared with the 
increase during the previous 
financial year. It may be re¬ 
called that the overall objec¬ 
tive of credit policy for 1974- 
75 continued to be one of res¬ 
traint. The broad structure 
of such a policy laid down in 
May 19 7 4 was refined and re¬ 
inforced during the 1974-75 
busy season. 

This restrictive measure 
on the supply side was sup¬ 
plemented, on the demand 
side, by raising the cost of cre¬ 
dit consequent on raising of 
the Bank Rate from 7 to 9 per 
cent in July 1974. That the 
implementation of credit policy 
was quite successful in 1974-75 
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is clearly demonstrated in the 
consequent slowing down in 
the pace of bank credit expan¬ 
sion : bank credit expanded by 
8.1 per cent in 1974-75 as 
against the expansion of 19.5 
per cent witnessed during the 
corresponding period of 1973- 
74. 

The third factor represents 
the impact of the external sec¬ 
tor. The net foreign exchange 
assets of the banking sector 
declined by Rs 281 crores in 
1974-75, in sharp contrast to 
an increase of Rs 108 crores 
witnessed during 1973-74. This 
substantial drawing down of 
foreign assets during 1974-75 
reflects in the balance of pay¬ 
ments, which in turn, was pri¬ 
marily caused by a larger trade 
deficit. 

The external sector played 
in 1974-75 a particularly criti¬ 
cal role more generally in re¬ 
storing an element of norma¬ 
lcy to the economy and speci¬ 
fically in the context of the 
subject of this article, in slow¬ 
ing down the rate of monetary 
expansion. For a clearer 


1. Net Bank Credit to 
Government Sector 

(a) RBI’s Credit 

(b) Other banks’ credit 

2. Bank Credit to Commer¬ 
cial Sector 

(a) RBI’s Credit 

(b) Other banks’ credit 

3. Net foreign exchange 
assets of banking sector. 


understanding of this role, it 
is necessary to probe into this 
aspect and examine the con¬ 
tent of the decline in foreign 
assets. 

The uniqueness of the 
monetary experience of 1974- 
75 is in part attributable to an 
aspect of the inflow of exter¬ 
nal resources namely, the IMF 
drawals. So far as their im¬ 
pact on domestic money sup¬ 
ply is concerned, drawals from 
the IMF fall in a distinct 
category. The domestic mone¬ 
tary significance of IMF dra¬ 
wals has so far not received 
adequate attention in money 
supply analysis. Particularly 
because drawals 1974-75 reach¬ 
ed an unprecedented peak of 
Rs 488 crores a specific analy¬ 
sis of this aspect is crucial to 
a clear understanding of its 
impact on money supply. 

It is obvious that additions 
to the foreign assets of the 
RBI stemming from trade 
surplus result automatically 
in a corresponding increase in 
money supply. Further, fore¬ 
ign exchange flowing from ex¬ 


4* 

954 

4 

732 

4 

746 

4 

335 

4 

207 

4 

397 

4 

1777 

4 

1408 

4- 

297 

4 

90 

4 

1479 

4 

1319 

4 

108 

_ 

281 


ternal assistance received on 
a government-to-government 
basis provides budgetary sup¬ 
port in the sense that, to the 
extent of aid, the financial re¬ 
sources at the disposal of the 
central government increase. 
In these cases the impact on 
money supply is likely to be 
either expansionary or neu¬ 
tral. As contra-distinguished 
from these types of inflow of 
foreign exchange, drawals from 
IMF eventually exert a con¬ 
tractionary impact on domes¬ 
tic money supply. 

Impact of Drawals 

The modus operand! by 
which the impact of these dra¬ 
wals is transmitted to domes¬ 
tic money supply may be brie¬ 
fly indicated here. What 
happens in the case of IMF 
drawals, under the existing 
accounting arrangements, can 
be summed up as follows: the 
foreign assets of RBI increase 
by the extent of IMF drawals 
and the RBI makes an equi¬ 
valent credit, in ruppee terms, 
to the IMF account No. 1 
maintained with it—an account 
which is technically a frozen 
account. In other words, the 
drawals, per se do not pro¬ 
vide any budgetary support, 
so that when the central 
government intends to actual¬ 
ly use foreign exchange it has 
to do so, by buying foreign 
exchange from RBI, with its 
domestic rupee resources. In 
1974-75 the central govern¬ 
ment had to utilise foreign 
exchange accruing from IMF 
drawals for bringing the cur¬ 
rent account deficit, on balance 
of payments, including the so- 
called oil-deficit. 

As the discussion in the 
next section would show, the 
current account deficit on 
balance of payments stemmed 
primarily from trade deficit, 
which in turn, was basically 
a consequence of the increase 
in the value of imports of three 
items namely, food, fuel and 
fertilisers—all three of which 
are meant for eventual sale to 
the public. Such sale naturally 
led to the siphoning of domes¬ 
tic currency theory affecting 
aggregate money supply. That 
is how IMF drawals, in the 
final analysis, acted as the 


single largest depressant on 
domestic money supply. 

Before taking up for de¬ 
tailed discussion the impact 
of this process on currency 
in circulation, it seems desira¬ 
ble to highlight the relevance 
of IMF drawals to the size of 
the budgetary deficit. The 
year 1974-75 ended with a 
budgetary deficit of Rs 696 
crores, or what is more im¬ 
portant from the money sup¬ 
ply angle, at the end of the 
financial year the increase in 
net RBI credit to the central 
government was of the order 
of Rs 415 crores. In the norma! 
course deficits of this order 
would have produced a signi¬ 
ficant expansion in money 
supply but since a substantial 
portion of the deficit repre¬ 
sented financing of the gov¬ 
ernment’s deficit on its exter¬ 
nal account, expansion was 
contained. 

Special Feature 

It is necessary to empha¬ 
sise here that government 
borrowings from RBI for 
financing its foreign ex¬ 
change purchase from the RBI 
do not have any expansionary 
impact on domestic money 
supply. Such borrowings 
therefore fall into a distinct 
category and should not be 
treated as identical with nor¬ 
mal borrowings for the pur¬ 
pose of financing domestic 
budgetary deficits, which exert 
an expansionary impact. This 
point becomes clearer if one 
were to treat IMF drawals as 
additions to budgetary resour¬ 
ces. Under this assumption, for 
instance, the budgetary deficit 
in 1974-75 would have been 
of the order of Rs 208 crores 
and the variation in net RBI 
credit would haye shown a 
decline of Rs 73 crores. In 
view of this special feature, it 
is necessary to sound a note of 
caution that in monetary or 
price analysis in respect of 
1974-75, one should not be 
carried away by the dimen¬ 
sions of budgetary deficit or 
net RBI credit to govern¬ 
ment: in fact these deficit 
figures need to be corrected 
for IMB drawals which acted 
as a depressant. 

This aspect also illustrates 
that one cannot use the six per 
cent monetary expansion of 


*Last Friday figures—Provisional. 


Table II 

Incremental Radios: Money Supply Components 

(Last Friday Figures) 


Year 

Money 

Supply 

Currency 

Deposit 

Money 

1971-72 

100.0 

44.0 

56.0 

1972-73 

100.0 

48.7 

51.3 

1973-74(P) 

100.0 

62.2 

37.8 

1974-75(P) 

100.0 

6.3 

93.7 


P. Provisional. 

Table III 

Major Factors Affecting Money Supply 

• (Rs crores) 

Variations^ 1973-74* 1974-75* 

(Fiscal Yean 
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1974-75 as a meaningful basis 
for projection of money sup¬ 
ply in the next or subsequent 
years, without taking the spe¬ 
cial features into account. 

While on the subject of 
IMF drawals. there is a minor 
problem of accounting which 
may also be referred to in 
passing. Reverting to the 
data given in Table 111, the 
net decline in foreign assets 
of the banking sector was, 
in reality, significantly higher 
than the figure of Rs 281 
crores. The monetary data 
show a relatively lower dec¬ 
line because of the account¬ 
ing procedure adopted in res¬ 
pect of drawals from the IMF. 
if necessary adjustments are 
made the real decline in 
foreign assets of the banking 
sector in 1974-75 works out, 
in rupee terms, to some Rs 
324 crores rather than Rs 281 
crores referred to above. For 
assessing the impact of foreign 
exchange assets of the bank¬ 
ing sector on the stock of 
money, therefore, the really 
relevant figure which should 
be used is Rs 324 crores. 

Specific Behaviour 

The discussion so far pro¬ 
vides an explanation for the 
significant slowing down in 
money supply in 1974-75 in 
general. Forming part of this 
phenomenon is the specific 
behaviour of one component, 
the near stationariness in 
currency which recorded only 
a nominal rise of Rs 43 
crores in 1974-75 in sharp 
contrast to an expansion of 
Rs 892 crores witnessed during 
the previous year. Although 
the broad reasons for such a 
dramatic decline in the rate 
of currency expansion have 
already been hinted at, it is 
necessary to discuss the sub¬ 
ject in some detail. To put it 
in bold terms, one could 
straightaway state that a size¬ 
able part of foreign reserves 
were used up in 1974-75 for 
importhing, on government 
account, foodgrains, fertilisers 
and petroleum products and 
that the eventual sale of these 
goods/commodities to the 
public helped in siphoning of 
currency from circulation. 
This point may now be 
elaborated. 

The trade deficit during 


the financial year 1974-75 
widened to a level of Rs 1096 
crores, as compared with a 
much lower deficit of only 
Rs 402 crores during the pre¬ 
vious financial year. Com¬ 
modity-wise details of imports 
are available for the first 10 
months of the financial year 
1974-75: these data reveal 
tl at imports during April 1974 
—January 1975 were higher 


by Rs 1367 crores as com¬ 
pared with the level in April 
1973—January 1974. What is 
more important, imports of 
foodgrains, fertilisers and 
petroleum products accounted 
for nearly three-fourths (Rs 
991 crores) of the incremental 
portion of imports. 

In the case of foodgrains, 
there is yet another important 
point: the share of imports in 


total public distribution rose 
from 32 per cent in 1973 
to 45 per cent in L974. (Table 
IV, p. 536). While the total 
quantum of foodgrains dis¬ 
tributed in 1974 through the 
public system was 10.6 million 
tonnes, imported foodgrains 
accounted for as much as 
4.78 million tonnes. It is 
hardly necessary to emphasise 
that the larger the share of 
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imported foodgrains in public 
distribution, the greater the 
contractionary impact on 
currency with the public. 

The same argument ap¬ 
plies, though to a much smal¬ 
ler degree, to the distribution 
of fertilisers. Imports of 
fertilisers rose from Rs 105 
croresin April 1973—January 
1974 to Rs 317 crores in April 
1974—January 1975. Again, 
domestic prices of fertilisers 
were raised substantially from 
June 1, 1974; for instance, 
the retail price of Ammonium 
sulphate (20.6 per cent N) 
went up from Rs 2.91 per kg 
of nutrient to Rs 4.54. 

Contractionary Effect 

Similarly, a rise in the 
domestic prices of petrol and 
kerosene in 1974 also appears 
to have had a contractionary 
impact on currency. In fact, 
at least part of the oil imports 
were obtained against deferred 
payments but nonetheless 
even these imports did pro¬ 
duce the same contractionary 
impact of currency. 

On the whole the picture 
that emerges is clear: the 
value of imports of food, 
fertilisers and fuel in 1974-75 
on government account, was 
sizeably larger ihan that in 
1973-74. The government was 
able to meet the foreign ex¬ 
change costs of these imports 
by drawing upon reserves. 
When, however, these com- 
modities/goods were eventually 
sold to the public it resulted 
in a substantial withdrawal 
of currency from circulation. 
The raising of the domestic 
prices of food, fertilisers, pet¬ 
rol and kerosene further 
aided the process of with¬ 
drawal. Thus the state of 
near stationariness of currency 


cumulative impact of these 
operations. 

The deceleration in money 
supply in 1974-75 from the 
previous year’s rate of 15 per 
cent to only six per cent is a 
remarkable achievement in¬ 
deed, especially when viewed 
against the background of 
about two per cent real growth 
recorded by the economy 
during the year. In fact this is 
the lowest rate of expansion 
in money supply during the 
last thirteen years. Perhaps 
more dramatic was the trend in 
one component of money 
supply: currency with the pub¬ 
lic remained nearly stationary, 
recording only a nominal rise 
of 0.7 per cent in sharp con¬ 
trast to an expansion of 16.4 
per cent witnessed in 1973-74. 
The purpose of this brief 
article was to analyse the 
underlying factors which 
made such deceleration possi¬ 
ble. 

Major Factors 

In seeking an explanation 
for the deceleration, the im¬ 
pact of three major factors 
was analysed, namely, net 
bank credit to the govern¬ 
ment sector, bank credit to 
commercial sector and net 
foreign exchange assets of the 
banking sector. The financial 
year-end data do demonstrate 
the cumulative impact of re¬ 
strictionary fiscal and mone¬ 
tary policies persued in 
1974-75. For instance, the 
increase in net bank credit to 
government at Rs 732 crores 
was sizeably lower by Rs 222 
crores as compared with the 
increase in 1973-74. More 
impressive was the trend in 
RBI credit to. government: 
the increase in 1974-75 was 
less than one-half of the in¬ 
crease during the previous 


year. Similarly, the increase 
in bank credit to commercial 
sector in 1974-75 at Rs 1408 
crores was lower by Rs 369 
crores than that during 1973-74. 

Of course, the impact of 
fiscal and monetary policies 
on money supply would have 
been much more moderate, 
were it not for the external 
sector which played a critical 
role in 1974-75. This role is 
in the first place reflected in 
the net foreign exchange as¬ 
sets of the banking sector 
which recorded a decline by 
Rs281 crores, in sharp con¬ 
trast to an actual increase of 
Rs 108 crores witnessed in 
1973-74. In point of fact, 
the real decline should have 
been by Rs 324 crores if 
allowance is made for some 
accounting adjustments. Such 
a substantial drawing down 
of reserves had obviously a 
contractionary impact on do¬ 
mestic money supply. Second¬ 
ly, this contractionary in¬ 
fluence was compounded by 
fact that drawals from IMF 
reached a new peak of Rs 488 
crores in 1974-75. 

A Distinct Category 

In respect of their impact 
on domestic money supply 
drawals from IMF fall in a 
distinct category, for the reason 
that drawals, per sc\ do not 
lend budgetary support. When 
the central government uses, 
as it did in 1974-75, foreign ex¬ 
change accruing from drawals, 
it has to do so by buying 
foreign exchange from RBI 
with its domestic rupee re¬ 
sources. That is how, use of 
foreign exchange accruing from 
IMF drawals, in the final 
analysis, acted as the single 
largest depressant on domestic 
money supply. 

One carollary of the use 
of foreign exchange accruing 
from IMF drawals is that the 
budgetary deficit in 1974-75 
became a deficit with a diffe¬ 
rence, in so far as a sizeable 
part of it was ascribablc to a 
non-inflationary component. 
This point becomes clearer if 
IMF drawals are, far this pur¬ 
pose treated as additions to 
budgetary resources. On the 
basis of this assumption the 
budgetary deficit would be only 
Rs 208 crores instead of 


Rs 696 crores and the net 
RBI credit would show a dec¬ 
line of Rs 73 crores. These 
figures clearly bring out how 
fiscal discipline was super¬ 
imposed upon the availability 
of resources flowing from 
IMF drawals. 

Imports Financed 

Furthermore, the fact that 
IMF drawals financed the im¬ 
ports of food, fertiliser and 
fuel provides a clue to the 
near stationariness of currency. 
The eventual sale of these 
goods/commodities to the 
public helped in siphoning of 
a sizeable amount of currency 
in circulation. The rise in 
domestic retail prices of food, 
fertilisers, petrol and kero¬ 
sene further aided the pro¬ 
cess of withdrawal of cur¬ 
rency. Thus the drawing 
down of foreign exchange ac¬ 
cruing from IMF not only 
assisted in slowing monetary 
growth in general but more 
specifically, as a consequence 
of the use to which the bulk 
of the foreign exchange was 
put, brought about a sharp 
fall in the rate of expansion 
of currency. 

What lesson does the mone¬ 
tary experience of 1974-75 
hold for future years. One 
straight-forward conclusion 
would be that one cannot 
use the six per cent money sup¬ 
ply expansion in 1974-75 as 
a basis for projections of 
money supply—say in 1975-76, 
without taking into account 
the special feature of IMF 
drawals. In the same vein, 
one can also stipulate that 
the size of IMF drawals, to 
the extent they would be 
available in 1975-76, would 
indicate the size of the cush¬ 
ion against domestic mone¬ 
tary expansion. Further, the 
share of imported foodgrains 
in total public distribution 
and the share of imports in 
total domestic consumption 
of fertilisers—these are two 
dements which have also to 
be taken into account in any 
projections of money supply. 
On the whole the discussion 
of the 1974-75 experience has 
thrown light on the not so 
familiar elements which have 
emerged as factors affecting 
money supply. 


in 1974-75 reflects largely the 

Table IV 

Procurement and Public Distribution of Foodgrains 

(Million tonnes) ‘ 


Year 

Procurement 

Imports 

Public Distri¬ 
bution 

1 

2 

3 

4 

1970 (P) 

6.71 

3.63 

8.84 (41.1) 

1971 (P) 

8.86 

2.05 

7.82 (26.2) 

197 rm 

7.67 

0.45 

10.48 (4.3) 

197?m 

8.42 

3.61 

11,40 (31.7) 

1974 (P) 

5.68 

4.78 

10.61 (45.1) 


P Provisional. Figures in brackets represent percentage of 3 to 4. 
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Good days coming 

the review of the economy in 1974-75 with broad indications for 1975-76 contained 
in the Annual Report and Trend and Progress of Banking in India by the Reserve Bank 
of India, traversed familiar ground. Similar exercises with varying degrees of optimism 
were undertaken recently both by the ministry of Finance and the Planning Commis¬ 
sion. The moral of all these analyses was that the economy of our country was once 
again poised for growth with stability, bringing substantial relief to vast sections of 
society which had rather unpalatable experiences in 1973-74 and to a reduced extent in 
1974-75. 

That the price trend had played the role of a villain in 1973-74 was too well known. 
That the rigours of the inflationary pressure were somewhat softened in 1974-75 could 
not be disputed; while the point-to-point comparison painted a rosy picture, the average 
for the whole year was not so encouraging. This point needed a little explanation. 
Between end-June 1974 and end-June 1975 the index for wholesale prices showed a nomi¬ 
nal rise of 0.6 per cent as against an increase of as much as 27.8 per cent during the 
corresponding period in the preceding year. On the other hand, the rise in average 
prices in 1974-75 was 17 per cent as against 25 per cent in the preceding year. There 
was no doubt that 1974-75 heralded a downward trend in prices, but the down-trend 
was not big enough. The abnormal increase in prices witnessed in 1973-74 had sharply 
reduced the purchasing power of the fixed income groups in particular and the relief 
provided by falling prices in 1974-75 was not highly significant. 
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The second important element in the economic scene was the performance of the 
agricultural sector. The output in foodgrains at 108 million tonnes recorded in 1970-71 
had still to be exceeded, though official spokesmen are confident that during the current 
year output might rise beyond 110 million tonnes due to the widespread rains reported 
from all over the country. Rightly the decision had been taken to import foodgrains 
during the current year “with a view to maintaining the public distribution system and 
also to building up a buffer stock". In other words, some relief in this sector was clearly 
feasible provided the essential inputs were made available to the farmer at the right 
time. 

The outlook in regard to the availability of electricity had definitely taken a turn 
for the better. All the gigantic dams were full with water and were generating electricity 
at peak capacity. Thus, shortage of power which had operated as a great hindrance 
in both agriculture and industry, was a thing of the past. The industrial units were once 
again humming with activity though in some sectors production had already outstripped 
demand. This had changed the colour of the market, i.e., in many markets the sellers 
were pursuing the buyers. In the case of cement, paper, and a few other commodities, 
the availability was on the increase, necessitating withdrawal of distribution controls in 
cement, while similar action was likely to be taken in the case of otner commodities. 

The Reserve Bank review has rightly stressed the importance of savings and invest¬ 
ment in the economy which provide the sinews for growth. Domestic savings had 
steadily fallen during the last three years. It was only through the inflow of foreign 
resources that aggregate investment was raised, though marginally, in 1974-75. Also, 
it was the household sector, the largest contributor to national savings, which was hit 
the hardest, the explanation for which was obviously to be found in the falling purchas¬ 
ing power of the rupee. Even though the fall in domestic savings did not materially 
affect aggregate investment, it could not be denied that further expansion in the econo¬ 
my would be possible only if the capacity of the saving community could improve. 
For this, vigilance on the price front was absolutely essential. 

The government had taken in recent weeks a spate of measures to accelerate the 
activities of the exporting industries. They were essential as the commodity boom in 
the world mar kets had already ended. Some of the industrial nations were still in the 
jaws Of a recession and it would need Herculean efforts even to maintain the rate of 



increase in exports witnessed in 1974-75. 
The Reserve Bank analysis was not far 
wrong when it suggested that “special 
measures would be needed if the minimum 
annual rate envisaged of export growth of 
eight to ten per cent, in terms of volume, 
is to be achieved.’' 

A word needed to be added about the 
monetary and fiscal measures taken in 
1974-75. It was necessary to keep subdued 
the expansion in money supply and also 
the deficit in the budgets of both the centre 
and the states. It was also wise to curtail 
unproductive and unnecessary expenditure 
but it would be wrong to take this so- 
called “apparatus of monetary and fiscal 
discipline" too far. Already a number of 
industries were clamouring for funds as 
they were finding it difficult to maintain 
the current level of production, leave alone 
expansion in production because of the 
stringent credit measures adopted by the 
banks. It was necessary to review the cre¬ 
dit policy in relation to a number of indus¬ 
tries where the absence of funds would 


The Reserve Bank of India is obviously 
determined to maximise borrowing through 
open market loans in the current financial 
year by the central and state governments 
and public bodies by taking advantage of 
the easier conditions in the money market. 
It was indicated, of course, earlier this 
year that the statutory financial corpo¬ 
rations and state electricity boards would 
be helped to raise additionally Rs 50 
crores through issues of bonds. But it 
was not clear whether a similar attempt 
would be made by the central and state 
governments also and the net amount 
mobilised in respect of all borrowers 
would be even Rs 200 crores in excess 
of the targets achieved in 1974-1975. 
When the budget estimates of the central 
government for 1975-76 were presented 
to Parliament in February this year, 
it was deliberately assumed that net bor¬ 
rowing would be much lower at Rs 
324.88 crores against Rs 494.80 crores in 
the previous year. It would now appear, 
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not only reduce production but would 
also lead to increased unemployment. In 
this exercise in tight-rope dancing, the twin 
objectives of growth and stability would 
have to be attained without causing 
avoidable hardships to those units which 
might not be covered by the core sectors 
covering agriculture and related indus¬ 
tries, fuel and power, and exports. In the 
case of engineering industries in parti¬ 
cular, there was likely to be a fall in pro¬ 
duction if legitimate needs for credit were 
not met. 

All in all, it would be fair to conclude 
that the current year promises to be an 
improvement over the previous year. The 
measures taken in the wake of the recent 
political developments might have contri¬ 
buted in improving the shape of the eco¬ 
nomy, but it was too early to pronounce a 
judgement on their efficacy though it was 
undeniable that in the industrial sector 
the harmony in industrial relations 
had certain y emerged as a positive 
force. 


however, that the central exchequer too 
might make an attempt to achieve a 
target in excess of Rs 450 crores judg¬ 
ing by the manner in which the state 
governments have been helped to secure 
record amounts through staggered bor¬ 
rowing. 

A different strategy has been adopted 
by the Reserve Bank on the present oc¬ 
casion for issuing state loans which will 
in almost all cases be larger than in 
1974-75. Even in the previous year, there 
was a staggered borrowing though the 
intentions of the monetary authorities 
were not quite clear when the announce¬ 
ment was first made in respect of sixteen 
state loans. Subsequently eight states 
effected re-issues of earlier loans and four 
governments, Nagaland, Manipur, Tri¬ 
pura and Himachal Pradesh issued their 
loans. The strategy adopted now, how¬ 
ever, is slightly different with ten states 
coming pn the market in the first phase 
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and eleven states in the second phase. 
It is also noteworthy that the gap between 
the two phases of borrowing is only a 
fortnight against a foil month in 1974-75. 
The haste with which the borrowing 
programme of the state governments has 
been concluded, even though larger 
amounts were involved, indicates clearly 
that there will be a spate of issues of 
bonds by public bodies in the coming 
weeks. The central government too might 
complete the second tranche of its bor¬ 
rowing programme for 1975-7i before 
the onset of the next busy season. 

The terms of the loans of twenty-one 
state governments, with Meghalaya com¬ 
ing on the market for the first time, are 
not different from those offered last year. 
All the loans are carrying interest at six 
per cent and are issued at a discount of 
one per cent. They mature after ten 
years in 1985. In the first tranche, the 
ten state governments, Bihar, Gujarat, 
Haryana, Jammu and Kashmir. Kerala, 
Madhya Pradesh, Rajasthan, Tamil Nadu 
and Uttar Pradesh raised their require¬ 
ments. Against the notified amounts of 
Rs 161 crores, subscriptions were secured 
at Rs 178.26 crores and all applicants 
got full allotment, with the state govern¬ 
ments exercising their rights to accept 
subscriptions upto ten per cent in excess 
of the notified amounts. As there were no 
maturing loans, the whole amount accrued 
to the respective state governments. 

In the second stage, eleven govern¬ 
ments, Andhra Pradesh Assam, Himachal 
Pradesh, Karnataka, Manipur, Megha¬ 
laya, Nagaland, Orissa, Punjab, Tripura, 
and West Bengal, came on the market 
with an aggregate notified amount of 
Rs 87.50 crores. The subscriptions against 
these loans were secured at R$ 96*25 
crores. The total amount mobilised by 
twenty-one state governments was thus 
as much as Rs 274.51 crores against Rs 
210.88 crores in 1974-75. The latter 
figure itself constituted a record in the 
history of borrowing by the state govern¬ 
ments. The latest achievements should 
be highly advantageous to state govern¬ 
ments as not long ago net borrowing 
was only around Rs 125 crores. 

With the state loans out of the way, 
the union Finance ministry should be ex¬ 
ploring the opportunity for raising larger 
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State loans and the new 
strategy 



amounts through reissues of earlier 
loans and exceeding comfortably the 
budget estimates. It may, of course, 
be stated that there is no need for divert* 
ing large amounts from the money 
market through increased borrowing 
as central tax revenues have been 
buoyant and it is also likely that the 
generation of internal resources by indus¬ 
trial undertakings in the public sector 
will be on a larger scale than in 1974-75. 
The government is nevertheless' requiring 
additional resources as there will be a 
substantial increase in non-plan expendi¬ 
ture on account of the payment of addi¬ 
tional dearness allowance to the emp¬ 
loyees and larger subsidies on sales of 
foodgrains and fertilisers. The alloca¬ 
tions for Plan schemes are also being 
raised subsetantially while sizable relief 
has to be given to states affected by 
floods and drought. Only with larger 
tax revenues and bigger borrowings, it 
will be possible to avoid heavy deficit 
financing. 

Fortunately, the money market has 
been quite comfortable with a satis¬ 
factory growth in deposits and no aggres¬ 
sive demands for funds. As the centre has 
already succeeded in borrowing a net 
amount of Rs 233 crores in the last week 
of July after repaying the maturing 4$ 
per cent 1975 loans, of Rs 207.12 crores, 
it can easily raise another Rs 225 crores 
if not Rs 250 crores. Even under diffi¬ 
cult conditions in the money market, the 
amount borrowed in July last year was 
Rs 236.92 crores. The second tranche 
for borrowing was in November 1974 
when a net amount of Rs 179.69 crores 
was secured. In the third phase, which 
was in December 1974, the sum involved 
was Rs 78.19 crores. The aggregate net 
borrowing in the last financial year was 
thus Rs 494.80 crores. There is no 
reason why this target cannot again 
be reached even with larger borrowing 
by the state governments and. public 
bodies. 

The second phase of borrowing 
by the central government can be com¬ 
pleted even before the onset of the 1975- 
76 budget season, as stated earlier, and 
about Rs 200 crores can be easily raised 
with reissues of the recent loans. The 


balance of Rs 67 crores can be mobilised 
with the Reserve Bank taking over fresh 
reissues on central loans on its own 
account initially and effecting tap sale 
subsequently to institutional investors. 

The banking system can hope to ga¬ 
ther larger deposits as a higher level of 
agricultural production should lead to an 
increase in the volume of business of 
branches in the semi-urban and rural 
centres. A higher level of Plan and non- 


The decision to disburse duty drawback 
through banks is one of the important mea¬ 
sures taken by the government of India to 
simplify procedures for the promotion of 
exports. For the past several years, ex¬ 
porters have been bitterly complaining 
about the inordinate delay in getting the 
payment of duty drawback. Almost at 
every seminar and workshop on export 
promotion, this problem was highlighted 
and several suggestions were made to 
eliminate delays and difficulties in the 
payment of duty drawback. 

A seminar on the export of engineering 
goods, sponsored by the Engineering Ex¬ 
port Promotion Council in Calcutta in 
July 1974, said that “one of the greatest 
irritants to exports is the question of 
drawback**. It added: “The problems 
connected with the fixation of rate and 
settlement of claims have assumed such a 
serious proportion that doubts are being 
expressed by the industry whether they 
could ever expect the refund of import 
duty and excise duty on raw materials 
and stores which go in for the manufac¬ 
ture of products for export. The rates of 
import duty and excise duty keep on chang¬ 
ing from time to time, sometimes twice 
in the course of a financial year. Before 
the new rates are announced, changes in 
duty have taken place.*’ 

The export convention held in the 
capital in February 1974 under the joint 
auspices of the Federation of Indian Ex¬ 
port Organisations and the Punjab, Har- 


plan expenditure should also be helpful 
in augmenting resources of banks. It is 
therefore, unlikely that the intensified bor¬ 
rowing programme of the central and state 
governments and public bodies will result 
in a net large diversion of funds from 
the money market, as an increase in 
the tempo of implementation of Plan 
schemes and collection of additional tax 
revenues from new sources would result 
in accelerated monetisatioa of the eco¬ 
nomy. 


yana and Delhi Chamber of Commerce and 
Industry had declared that while expor¬ 
ters would not mind getting a little lower 
rate of drawback, they would “definitely 
like the rates to be fixed on an expedi¬ 
tious basis and such rates to be revised 
automatically with any revision in import 
duty and excise duty”. In fact, there 
have been instances when exporters, out 
of sheer frustration, did not take into 
account the refund of duty drawback in 
their calculation and, consequently, they 
could not compete effectively in foreign 
markets* 

It is in the above background that we 
have to consider the government’s deci¬ 
sion to disburse the duty drawback 
through banks. Under this scheme, as 
soon as the cargo is shipped, the customs 
department will issue a provisional certifi¬ 
cate to exporters indicating the amount 
of duty drawback and, on this basis, the 
customs department is expected to adjust 
this provisional payment within three 
months after detailed calculation. The 
government expects that this procedure 
will enable exporters to get the payment 
of duty drawback within a month or even 
earlier. 

The government has also decided 
to waive the import duty on raw materials 
and components which are imported 
against advance licence for specific export 
contracts. To get this duty exemption, 
manufacturers and exporters have to ap¬ 
ply to the Controller of Imports and Ex- 


New approach to export 
incentives 
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ports for advance licences for importing 
raw materials and components and the 
quantity involved has to be certified by a 
chartered accountant and later scrutinised 
by the Director-General of Technical 
Development. 

It remains to be seen to what extent 
the revised procedure will actually enable 
exporters to get their duty drawback 
promptly. It is estimated that payment 
to exporters on this account amounts to 
nearly Rs 60 crores per year and that 
about 40 to 50 per cent of this is in res¬ 
pect of the duty on raw materials import¬ 
ed against advance licences. The govern¬ 
ment* however, has not clarified how soon 
exporters will get the arrears of duty 
drawback which are said to be quite sub¬ 
stantial. The government should expe¬ 
dite this payment and should also ensure 
that the rates of drawback are fixed rea¬ 
listically and revised promptly when 
necessary. 

Exporters had complained that in 
a large number of cases the rates 
of drawback did not reflect the full 
extent of the excise duty and import duty. 
The government should extend the scheme 
of duty exemption also to ipdigeneous raw 
materials and components about which an 
assurance has already been given to expor¬ 
ters. Besides, the government should con¬ 
sider waiving the import duty not merely 
in respect of advance licences but also in 
the case of raw materials and components 
imported for use in the goods meant for 
export production. The government, of , 
course, will have to provide suitable safe¬ 
guards to make sure that in such cases the 
exports do take place within a stipulated 
period. 


marginul costing. This procedure is said 
to operate unfairly especially on those in¬ 
dustries which have substantial idle capa¬ 
city. Especially in the eastern region a 
large number of engineering industries 
continue to work with sizeable unutilised 
capacity and they have considerable e :- 
port potential. The government therefore 
should fix the rates of cash assistance in 
such a way as to enable these industries 
also to contribute their best to the pro¬ 
motion of exports. 

Another incentive which is reported to 
be under revision relates to import enti¬ 
tlement. Exporters have suggested that 
the import entitlement scheme should be 
modified in two directions. First, exper- 
ters should be allowed to import any 
item of their choice out of a specified list 
of goods. Secondly, exporters should be 
permitted to import these items directly 
even if they are in the canalised list. The 
objective of the import entitlement 
scheme is to enable experters to make 
good the loss that they may suffer in sell¬ 
ing their goods in the foreign markets. 
The scheme therefore should be made ad¬ 
equately attractive to provide an effective 
incentive to export. 

There are also various other construc¬ 
tive proposals which business organisa¬ 
tions have made to the government in or¬ 
der to give greater fillip to export pro¬ 


motion. The government should examine 
all these suggestions and promptly im¬ 
plement them as far as possible. 

Mrs. Gandhi said in her speech 
to the special session of the Board 
of Trade on August 5, that ex¬ 
port is not merely a matter of incen¬ 
tive and that no incentive could 
take the place of efficiency of pro¬ 
duction and a dynamic desire to make a 
name and to create confidence in the pro¬ 
duct.” But as Indian industries conti¬ 
nue to be handicapped due to varic is fac¬ 
tors in selling their products abroad, it 
is necessary that the government should 
create such conditions as will enable 
them to compete successfully. 

Mr B. Nehru of Tata Exports said 
recently that if appropriate relief was 
given to exporters in the field of 
taxation, our country could compete 
in terms of price with any country 
in the world. He also revealed 
that the handling charges and other ex¬ 
penses levied by the canalising agencies 
accounted for about six per cent of the 
cost of production. The government 
therefore should not merely modify the 
existing incentive schemes but should also 
review the policies in regard to taxation 
and other aspects of economic policy and 
make them truly production-oriented so 
that the country can generate sufficient 
surpluses for export. 
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The government has indicated that it 
is also considering a proposal to pay cash 
assistance to exporters through banks. 
Such a procedure will also help export 
promotion. But it is necessary to fix the 
rates of cash assistance in a manner which 
will enthuse exporters to step up their 
efforts. Many industries have pointed 
out that in calculating cash assistance, 
several items of costs including deprecia¬ 
tion and overheads and also a reasonable 
rate of return are generally disallowed 
and that costing is done on the basis of 


Some trouble is likely to arise from the Big 
Three’s gigantic efforts to get a controlling voice in 
the exploitation of the oil wells in foreign countries 
which in many cases happen to be economically 
backward and politically dependent. Rumanian 
oil in pre-war days was largely exploited by Anglo- 
American interests. Middle East oil fields similarly 
belonged to Anglo-American concerns. Thus 
British companies controlled about 80 per cent 
of the Middle East oil production. Russia has 
developed considerable interest in the oil resources 


of the area, while Anglo-American oil interests 
seem determined to divide the world's oil reserves 
between themselves. But it appears now that white 
the American Government is in favour of some 
form of Anglo-American control of oil production 
in the Middle East, American private interests 
want to have it all for themselves. Reports indicate 
that the American Government is making deter¬ 
mined efforts to enter permanently into the oil 
regions of the Middle East. 
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Capital s Corridors 

R. C. Ummat 

US aid • Control on paper • Steel production and 
SAIL's profit • Export measures 


THE Indo-US relations can be expected 
to return to normalcy in the coming 
months. Both the minister for Finance, 
Mr C. Subramaniam, and the minister 
for External Affairs, Mr Y. B. Chavau, 
stated last week that there were some 
positive favourable straws in the wind to 
this effect. 

Mr Subramaniam told newsmen on 
his return from Washington, where he 
attended the annual meeting of the In¬ 
ternational Bank for Reconstruction and 
Development and the International Mone¬ 
tary Fund, that economic assistance from 
the United States was likely to be resumed 
during the current fiscal year of that coun¬ 
try, ending June 30, 1976. The US, he 
added, might also provide food aid under 
PL 480 arrangements to some extent, 
higher than 500,000 tonnes promised by 
it recently. 

Mr Chavan, who also returned to 
Delhi last week after attending the 
Lima Conference of the non-aligned 
countries and the UN General Assembly's 
special session, disclosed that he propos¬ 
ed to meet Dr Henry Kissinger in the 
first week of next month when the Indo- 
American Joint Commission would be 
meeting after a lapse of about one year. 

the thaw 

An evidence of the Indo-US relations 
being normalised soon was available last 
month when Mrs Indira Gandhi attended 
a dinner given by the US Ambassador 
in India. Both Mr Subramaniam and 
Mr Chavan apparently followed up this 
thaw during their visits abroad. They 
are understood to have had lengthy dis¬ 
cussions in Washington with several 
high dignitaries of US administration 
and the opinion-builders in that country 
to remove the misgivings on their part 
following the declaration of emergency 
in this country in June. 

The US assistance for our economic 
development programmes, if it is re¬ 
sumed this year as envisaged, would be 
available after a lapse of nearly four 
years when it was suspended following 


the 1971 Bangladesh conflict. Some aid 
in the pipeline at that time—nearly 187 
million—which was also freezed after 
the above conflict, of course, was re¬ 
leased later on, but no additional com¬ 
mitments were made by the US adminis¬ 
tration, apart from some debt relief, all 
these years. Relations between the two 
countries worsened further following our 
exploding a nuclear device in thePokhran 
range about a year and half ago and our 
sharp reaction to the resumption by the 
US administration of military aid to 
Pakistan. 

oil facility 

Talking about his plea at the annual 
meeting of the World Bank and the IMF 
for the continuance of the latter's oil 
facility beyond the current calendar 
year, Mr Subramaniam observed that the 
creation of the proposed trust fund 
through the sale by the IMF of one- 
sixth of its gold reserves for the benefit 
of the poor nations was a time-consum¬ 
ing process. So, other alternative ar¬ 
rangements for assisting the countries 
most seriously affected by the last two 
years’ hike in oil prices had to be thought 
of. Even the Third Window of the 
World Bank, which has yet to start lend¬ 
ing to the developing countries on terms 
midway between those of the World 
Bank and its affiliate the International 
Development Association (IDA)—though 
the decision on establishing it has al¬ 
ready been taken —he said, would be op¬ 
erating to begin with only for one year 
to the end of June, 1976. Further, the 
contributions received so far for the 
interest subsidy to be provided to the 
developing countries on the loans 
through this window would enable the 
World Bank to lend only about $500 
million, instead of the proposed one 
billion dollars. If the oil facility was 
not ^extended or alternative arrange¬ 
ments made, the developing countries 
would be hard put to finance their oil 
import bills. 

Mr C. Subramaniam*s anxiety about 
foreign exchange position of India was 
clearly evident at the press conference. 


i He announced that the IMF had allowed 
us to withdraw up to 50 per cent of our 
entitlement to the oil facility this year. 

Mr Subramaniam ruled out for the 
present the sale in the open market of 
the gold to be returned to us by the 
IMF in terms of the decision to return 
to the member countries 25 million oun¬ 
ces in proportion to their quotas in the 
Fund. This gold, he said, would be kept 
as reserve. The government of India’s 
ultimate attitude on its disposal would 
await the final decision of the IMF to 
ease out gold completely from the 
world monetary system. 

liquidation of gold 

One reason for not liquidating in the 
open market for the present the gold to 
be returned to us by the IMF, Mr Subra¬ 
maniam said, was that the quantity to 
be received was small—just 0.8 million 
ounces. Secondly, the package of the 
decisions of the IMF too was likely to 
take a long-time to be implemented. The 
ratification of the amendments to the 
relevant articles of the IMF agreement 
by the member countries itself might 
take about 18 months. 

Mr Subramaniam further stated that 
the concern which he had voiced at the 
Fund-Bank meeting over the implications 
of the decision on gold had been men¬ 
tioned in the communique issued earlier 
by the interim committee. The concern 
of India was shared by the other deve¬ 
loping nations as well. In their opinion, 
the decision on gold taken by the Group 
of Ten (the richar countries), which 
was “pushed through” the interim 
committee, was not going to help the 
developing countries, With the aboli¬ 
tion of the official price of gold, as pro¬ 
posed, the gold reserves with the various 
central banks would be revalued at the 
market prices which were much higher 
than the official price. This would create 
greater liquidity for the countries which 
had large reserves of gold. The further 
issue of Special Drawing Rights (SDRs) 
might then be affected. In this process 
the developing countries, which direly 
needed greater liquidity, would suffer. 

On the question of fixed exchange 
rates, Mr Subramaniam stated that this 
issue would again be taken up in the 
January meeting of the Interim Com¬ 
mittee. The solution to this problem 
would depend mainly on the US and 
French attitudes. The two countries 
had almost diametrically opposed views 
on the subject. The French President 
had called for a summit meeting this 
year to thrash out the differences. 

Mr Subramaniam revealed that the 
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We wish everyone could fly on the A300. 

Because once they do, they wont want 
tofly anything else. (Ask the folks who have 
already flown them) 

You see, the A300is the first jet 
transport that brings wide-body comfort 
to the shorter and medium length trips. 

Comfort?Take seats, fa example. 

There are no triple seats on an A300. You’ll 
feel like a guest, not a sardine. 

Andthe\wide-body spaces give the 
A300that “I can breathe” feeling. It’s light 
airy civilized. 

Yet, with an that space, we still have 
designed spacious overhead storage 
compartments Into the A300. 


So there’s mae room fa your personal 
belongings, be they business reports, a 
a stuffed panda 

The A300 is also exceptionally quiet 
So atrip is not only easy on your body and 
eyes, it’s also easy on your ears. 

The A300. A lot of airlines will wish to fly 
It because it’s the most efficient jet transport 
flying today 

Alot of passengers will wishtofly it 
because it really makes you feel at home. 



Airbus A300 


The right plane at the right time. 

FROM AIRBUS INDUSTRIE 


546 


19,1975 




World Bank had promised support for 
our rural banks scheme as well as for 
projects to improve the condition of 
the urban poor. It had already advo¬ 
cated programmes for impoving the pro¬ 
ductivity of small and marginal farmers. 

The Finance minister further dis¬ 
closed that one super thermal power 
station was proposed to be taken up for 
construction during the current year. 
The project report for this station had 
been given to the World Bank which had 
indicated assistance for the programme. 
The progress made by us on the agricul¬ 
tural front and in regard to the contain¬ 
ment of the prices spiral, he added, had 
been appreciated by the World Bank 
president. 

Mr Subramaniam also revealed that 
it had been decided to allocate to state 
governments Rs 100 crorcs over and 
above this year’s budget allocations for 
the implementation of their irrigation 
and power programmes so that the tar¬ 
gets set for the year could be fully im¬ 
plemented. The flood-hit states, he as¬ 
sured, would not be allowed to suiter 
for want of funds. To the states like 
Bihar and Orissa, which had been affect¬ 
ed badly by serious floods, the centre, 
Mr Subramaniam said, had already made 
available sizeable ways and means assist¬ 
ance. Further assistance would be pro¬ 
vided on the basis of the reports of the 
central teams which had visited these 
states. 

climate for dialogue 

Giving his impressions of the deli¬ 
berations in the special session of the 
UN General Assembly, which ended 
last week, to the consultative committee 
of Parliament attached to the ministry 
of External Affairs, Mr Cluivan expres¬ 
sed the view that there was a better 
climate now for a purposeful dialogue 
between the developing and tne develop¬ 
ed nations. A negotiating body was 
proposed to be set up to reconcile the 
positions taken by the developed and the 
developing countries. He was convinced 
that there was a better appreciation on 
the part of the developed nations for a 
purposeful dialogue with the developing 
world on the global economic issues. 
This was in marked contrast with the 
attitudes of some of the developed coun¬ 
tries at the last session of the UN Gen¬ 
eral Assembly when the question of 
poverty, under-development and the 
gap between the rich and the poor 
nations was raised. The attitude then 
had been of “cold unconcern*’; instead 
of understanding, there was a tendency 
then to force some kind of confronta¬ 
tion^ The attitude of the developed 
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nations at the last special session had 
been constructive and flexible. The state¬ 
ments of the spokesmen of the United 
States and the European Economic Com¬ 
munity had been particularly so. They 
appeared to have fully realised the im¬ 
portance of economic interdependence. 

For the time being, however, the ex¬ 
pectation of an early start of a purpose¬ 
ful dialogue between the developed and 
the developing countries has not mate¬ 
rialised. The former nations have reject¬ 
ed the key demands of the latter for an 
integrated approach to the trade and 
commodity problems as well as interna¬ 
tional monetary reforms. 

* * 

The government is understood to have 
decided to relax production control on 
paper industry. Currently, under the 
partial control scheme for this industry, 
which came into cflect on August l last 
year, 57 per cent of paper output, meant 
for mass consumption, is being control¬ 
led. With the availability of paper easing 
in the recent months, it is proposed to 
reduce the area of control in the near 
future. 

The government has also decided to 
make 1S1 specifications statutory for the 
production of white printing paper. The 
statutory obligations arc expected to be 
imposed from October 1. 

Another important decision under¬ 
stood to have been taken is that the ban 
on the use of coated paper should be 
removed. This nan had been imposed 
last year under the Essential Commodi¬ 
ties Act. 

In August last year, when the country 
was facing acute newsprint shortage ac¬ 
companied by increased demand for 
white printing paper needed by text-book 
printers and educational institutions, the 
government noticed that distortions were 
developing in the production pattern of 
the paper industry. A Paper (Control 
of Production) Order was then issued to 
specify the production percentages of 
different varieties of paper. In accord¬ 
ance with this order, a paper unit had to 
produce 30 per cent of its output in the 
form of white printing paper, 16 per cent 
in the form of cream woven, 1.5 per 
cent in the form of coloured printing 
paper, 2.5 per cent as duplicating paper, 
6.5 per cent as offset paper and 0.5 per 
cent as typing paper. 

This order, thus, placed 57 per cent 
of the production of the paper industry 
under control. The mills producing less 
than 20 tonnes of paper per day, how¬ 
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ever, were exempted from this order. 
The government is now understood to 
have decided not only to reduce the area 
of control but also to change the norms 
for exemption. It is felt that all paper 
mills having 25 tonnes per day capacity 
or less will be exempted from the amen¬ 
ded order. 

revised order 

The revised control order is expected 
to keep under control only 45 per cent of 
the production of paper industry. It will 
bind the mills to produce 30 per cent of 
their output in the form of white printing 
and another 15 per cent in the form of 
cream woven. There will not be any 
control on the remaining production. 

A number of coating plants had 
closed down as a result of the ban im¬ 
posed on the use of coated paper. It is 
now expected that the withdrawal of the 
ban will revive these closed coating 
plants. 

The paper industry had been hoping 
that the government would reduce the 
percentage fixed for white printing paper 
production because there is a huge ac¬ 
cumulation of this variety. The govern¬ 
ment, however, has rejected this demand 
and the percentage remains unchanged 
at 30. 

* * 

In spite of the fact that stocks of 
steel are piling up at the stockyards, no 
cutback in the production of the inte¬ 
grated steelworks is envisaged. On the 
contrary, the steel plants have been 
asked to improve upon the targets set 
for them by two per cent. Their com¬ 
bined target for the year, which is to be 
improved upon, is 5.7 million tonnes. 

The steel plants have also been urged 
to explore the possibilities of reducing 
the prices of some steel items and to in¬ 
crease exports. 

All the integrated steelworks arc 
slated to have done exceedingly well 
during the last month. The Bhilai plant, 
for instance, recorded during this month 
production around 106 per cent of its 
rated capacity, TISCO did equally well 
by operating around 104 per cent of its 
capacity. Even the Durgapur plant 
turned out an output at the rate of 90 
per cent of its rated capacity. 

The major factor for the encouraging 
production in August is said to have 
been disciplined working by the staff. 
No work-stoppages, labour disputes or 
go-slows were reported in this month. 
The power supply position too registered 
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significant improvement. The case with 
the supply of other inputs was no diffe¬ 
rent. There was a much better coordina¬ 
tion in the supplies of the various inputs 
for steel manufacture. 

Apart from the encouraging trends in 
production all through the five months 
to August, which has resulted in increase 
in output to the extent of about 16.2 per 
cent over the April-August, 1974, level, 
the stocks have started piling up as a 
result of reduced domestic offtake. To 
some extent, the reduction in offtake is 
attributed to the elimination of the role 
of black money in the steel trade. Some 
impact of recession in the small-scale 
sector too is not ruled out. 

With a view to increasing exports, 
the Steel Authority of India (SAIL) is 
stated to be considering setting up of 
stockyards in foreign countries so that 
off-the-shelf deliveries can be effected 
there. Such countries are being identi¬ 
fied. 


profitable year 

Meanwhile, the final compilation of 
the results of the working of the subsi¬ 
diaries of the SAIL during 1974-75 has 
revealed that they yielded during this 
year a net profit of as much us Rs 39.27 
crores, as against a loss of Rs 2.75 crores 
in the previous year. The total turn¬ 
over of the subsidiaries last year increased 
to Rs 1112.95 crores from Rs 795.30 
crores in 1973-74. The total gross profit 
Was Rs 148.88 crores. The net profit of 
Rs 39.27 crores has been arrived at after 
providing Rs 23.86 crores for interest on 
term loans and Rs 85.75 crores for 
depreciation. 

The principal factors that contributed 
to the much improved working of the 
SAIL last year are stated to he higher 
production of saleable steel, pig iron 
and fertiliser; efficient utilisation of raw 
materials and reduction in overhead 
costs resulting from better distribution 
of products. Reduction in the coke rale 
at Bhilai and Rourkela alone resulted 
in a saving of 1.8 crores. Higher vari¬ 
able DA rates and increases in the prices 
of petrolenm products, excise duty, 
power tariff, etc., were some of the 
factors which esealated production 
costs and restricted profits. Excise 
duty paid last year by the subsidiaries 
of the SAIL to the government on iron 
and steel products and fertilizer was 
Rs 131 crores. 

Individually Bhilai’s contribution to 
the overall net profit was Rs 38.70 
crores, followed by Rourkela steelworks 
Rs 18.15 crores, Rourkela fertilizer plant 


Rs 2.71 crores, Durgapur alloy steels 
plant Rs 1.96 crores and the Central Coal 
Washeries Organisation Rs 1.07 crores. 
The Durgapur steelworks reduced its 
loss from Rs 18.44 crores to Rs 14*32 
crores. 

Bokaro Steel sold during the year 
materials worth Rs 66.25 crores, exports 
totalling to Rs3.56 crores. This com¬ 
pany made a profit of Rs 7.37 crores 
before depreciation. With a deprecia¬ 
tion of Rs 19.02 crores, as against 
Rs 10.33 crores in the previous year, 
there was a deficit of Rs 11.65 crores. 

The other subsidiaries which showed 
profits were the National Mineral Deve¬ 
lopment Corporation Rs 1.20 crores, 
Hindustan Steelworks Construction 
Limited (HSCL) Rs 1.04 crores. Metal¬ 
lurgical Engineering & Consultants (India) 
Limited (MECON) Rs 60.23 lakhs, Metal 
Scrap Trade Corporation (MSTC) Rs 20 
lakhs, and SAIL International Limited 
Rs 11.25 lakhs. Bolani Ores Limited 
suffered a loss of Rs 38 lakhs and Bharat 
Refractories that of Rs 9 lakhs. 

Despite the limiting factors like rail¬ 
way strike in the beginning of the year, 
availability of important inputs such 
as coking coal and power, a record 
saleable steel production of 4.9 million 
tonnes was achieved, showing an increase 
of 12.6 per cent over the previous year’s 


output. The alloy steels plant at Durga¬ 
pur and the fertiliser plant at Rourkela 
also gave record production breaking 
into profits for the first time. 

* * 

A package of export promotion 
measures is understood to be being fina¬ 
lised by the government to increase the 
country’s foreign exchange earnings and 
reduce the present balance of payment 
crisis. Several schemes like simplifica¬ 
tion of export procedures, payment of 
duty drawbacks through commercial 
banks, exemption from duty on materials 
imported against advance licences subject 
to export obligation, liberalisation of 
export financing and abolition of ex¬ 
port duty on certain items have already 
been put into operation. Some other 
measures like the comprehensive scheme 
of cash compensatory support for ex¬ 
porters are likely to be finalised soon. 

Besides engineering goods, sugar and 
finished leather, 20 projects with good 
export potential are understood to have 
been identified by the recently established 
export planning cell in the ministry of 
Commerce, involving items for which raw 
materials arc readily available in the 
country. One such project concerns the 
export of mango kernels which arc nor¬ 
mally thrown away but can be convert¬ 
ed into mango kernel cakes and oils 
with high export potential. 
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A Quarterly Bulletin of “Eastern Economist" this publication aurvays 
impbrtant developments in each quarter in the various fields of the 
national economy as wall as in the world economy, organizes ita mate* 
rial in convenient form and illustrates it with diagrams, graphs and 
charts. Its features are a business roundup, an analysis of markets and 
an investment supplement 

The Bulletin averages 64 pages and is priced at Re 5 per copy. 
The annual subscription is Ra 20. 

Inquiries regarding subscription and advertisement may ba 
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The Eastern Economist Ltd, Post Box No. 34, New OeM>l. 
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POINT OF VIEW 


Development rebate: 

historical perspective 


Development rebate was one of the 
most important, substantial and effective 
tax incentives granted to Indian indus¬ 
tries. There was no relation between 
development rebate and depreciation 
allowance because development rebate 
was granted over and above the full re¬ 
coupment of the actual cost incurred on 
the asset by way of depreciation allow¬ 
ance. Development rebate was allowed 
as a deduction in the year in which a 
ship was acquired or machinery or plant 
installed provided the asset was used 
for'the purpose of that particular busi¬ 
ness in the year of acquisition or instal¬ 
lation. if the machinery or plant was 
first put to use in the immediately 
succeeding year, the development rebate 
was allowed in such succeeding year, but 
if the asset was first put to use latter 
than the year immediately succeeding 
the year of acquisition or installation, 
as the case may be. the right of develop¬ 
ment rebate was lost. 

Development rebate was introduced 
for the first time by the Finance Act, 
1955 on the recommendation of the 
Mathai Commission. An asscsscc was 
entitled to a development rebate in res¬ 
pect of a new ship and new machinery 
or plant including office appliances and 
road transport vehicles up to the assess¬ 
ment year 1959-60, but from the assess¬ 
ment year 1960-61 the allowance was not 
available for office appliances and road 
transport vehicles [Section 33 (1) of the 
Income Tax Law). Development rebate 
was allowed provided the asset was 
owned by the assessee and was wholly 
used for the purpose of his business but 
not for the purpose of his profession. 

unabsorbed rebate 

Even though there was no provision for 
allowing the development rebate in res¬ 
pect of plant and machinery used in pro¬ 
fession, if a professional contemporaneo¬ 
usly carried on a trade which was annexed 
to the exercise of his profession, he was 
entitled to claim development. rebate 
(74ITR 94). Before the enforcement of 
Income Tax Law 1961 carry-forward of 
unabsorbed development rebate was not 


permissible but after the enforcement 
of said law development rebate was 
allowed to be carried forward for a 
period of eight years. 

A restriction was imposed by the 
Finance Act 1965 whereby development 
rebate was disallowed in respect of any 
plant and machinery installed after 
March 31, 1965, in any office premises 
or any residential accommodation in the 
nature of a guest house. 

There was no provision for develop¬ 
ment rebate on second-hand ships or 
second-hand plant and machinery instal¬ 
led up to March 31, 1964, but now this 
allowance is given under Section 33(1 A) 
of the Income Tax Act provided the ship 
was not previously owned by any person 
resident in India. 

lease or hire 

The allowance of development rebate 
was not admissible in the case of an 
asset taken on lease or hire. However, 
development rebate is allowed on ships, 
acquired under hire purchase agreement 
if on the examination of the agreement 
the income tax authorities are satisfied 
in respect of ihc ownership vested in the 
assessee. 

For calculating the amount of deve¬ 
lopment rebate the additional rupee 
liability incurred on imported capita) 
assets by reason of devaluation of rupee 
is not taken into account in computing 
the actual cost of the asset. It is also 
necessary for the granting of develop¬ 
ment rebate that an amount equal to 75 
per cent of the development rebate to 
be actually allowed is debited to the 
profit and loss account of the relevant 
previous year and credited, to develop¬ 
ment .rebate reserve account. This re¬ 
quirement does not apply to where the 
ship has been acquired before January 1, 
1958. In the case of a ship acquired after 
February 28, 1966, ihc percentage of 75 
is reduced to 50. This development reser¬ 
ve is to be utilised during the next eight 
years for the purpose of business only 
and not to be used for (i) the distribu¬ 


tion by way of dividend or profit; or 
(ii) remittance outside India as profit or 
for the creation of an asset outside 
India. It was necessaay that the machi¬ 
nery, plant or ship in respect of which 
the development rebate was claimed 
should not be sold or otherwise trans¬ 
ferred by the assessee to any person at 
any time before the expiry of eight years 
from the end of the previous year in 
which it was acquired or installed. Fol¬ 
lowing arc the exceptional cases where 
this condition was not to apply: 

exceptional cases 

(i) Where the ship had been acquired 
or the machinery or plant had been in¬ 
stalled before the first day of January, 
1958; or 

(ii) Where the ship, machinery or 
plant was sold or otherwise transferred 
by the assessee to the government, a 
local authority, a corporation establish¬ 
ed by a centra], state or provincial act 
ora government company; or 

(iii) Where the sale or transfer of the 
ship, machinery or plant was made in 
connection with amalgamation of com¬ 
panies or succession of a firm by a com¬ 
pany under the following conditions. 

Development rebate was allowed at 
the rates given in the tabic on page 550 
on the actual cost of the asset to the ass- 
essce. The table shows that there is no 
change in the rates of development re¬ 
bate for ships since January 1, 1958. 
The rates of development rebate in res¬ 
pect of machinery or plant were sub- 
stantially increased after March 31, 
1965. There was decrease in the rates of 
development rebate for plant and machi¬ 
nery from April 1, 1961 to March 31, 
1965. The rates of development rebate 
in respect of new machiney and plant 
used for scientific research were allowed 
from April 1, 1967. There was no change 
in the rates of development rebate on 
second hand ships, plant and machinery 
since introduction except in coal mining 
industry. 

The Bhoothaliugam Committee had 
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recommended that development rebate 
should be ended. To implement this re* 
commendation government had decided 
to abolish development rebate on plant 
and machinery installed or ships acquir¬ 
ed after May 31, 1974. However govern¬ 
ment had made the following substantial 
modifications to extend development re¬ 
bate by one year: 

(1) Where production contracts for 
coal fired boilers were finalised 
before December 1, 1973; 

(2) Where ships would be acquired 
up to May 31, 1975, and 

(3) Where machinery or plant would 
be used in industries changing 
over from oil-fired to coal-fired 
up to May 31, 1975. 

The above provisions were inadequate 


from every aspect. No suitable alterna 
tive to development rebate had been sug* 
gested by the Bhoothalingam Committee. 
The initial depreciation as a substitute 
is not so helpful, because although it 
helps an enterprise to anticipate the de¬ 
preciation, it does not allow it to de¬ 
preciate the asset in excess of 100 per 
cent of its cost as is possible under 
development rebate. The withdrawal 
of this rebate on ships, plant and 
machinery and assumption of companies 
taxation as 55 per cent will throw addi¬ 
tional burden on companies to the ex¬ 
tent of 25 per cent of the cost of a fixed 
asset. Without providing a suitable al¬ 
ternative the withdrawal of development 
rebate is bound to damp the tempo of 
growth of our industries. 

The Bhoothalingam Committee had 
also recommended some amendments in 
the conditions for the grant of develop- 

Rates of Development Rebate 


ment rebate till May 31, 1974, The com¬ 
mittee had recommended soipe restric¬ 
tions on use of funds representing deve¬ 
lopment rebate reserve. This committee 
had also recommended that the shortfall 
in appropriation of development rebate 
reserve in any particular year should be 
allowed to be made up later on. 

It would have been good if the govern¬ 
ment had provided an incentive for 
increased private domestic investment by 
allowing depreciation of the asset in 
excess of 100 per cent of its cost through 
development rebate. It had done a lot 
in the past for the development of indus¬ 
try in the country. Its reintroduction is 
therefore recommended. It is also 
necessary that rules relating to rebate 
should be suitably modified to ensure 
that it is utilised only for acquisi¬ 
tion of fixed assets and not for other 
purposes, not even after eight years. 

If however, the government does not 

(Percent) 





Date of installation or acquisition 





Particulars 

1-4-1955 

to 

31-12-57 

1-1-1958 

to 

31-3-61 

1-4-1961 

to 

31-3-63 

1-4-63 

to 

31-3-64 

1-4-1964 

to 

31-3-65 

1-4-1965 

to 

31-3-66 

1-4-1966 

to 

31-3-67 

1-4-1967 

to 

31-3-70 

1-4-1970 

to 

31-5-74 

1-6-1974 

to 

31-5-75 

After the acquisition of new ships 

25 

40 

40 

40 

40 

40 

40 

40 

40 

40 

After the acquisition of second 
hand ships within a period of 
seven years from the date when 
they were built 





30 

30 

30 

30 

30 

30 

After the acquisition of second 
hand ships after the period of 
seven years from the date when 
they were built 





20 

20 

20 

20 

20 

20 

After the installation of coal-fired 
boilers 

25 

25 

20 

20 

20 

35 

35 

35 

25 

25 

After the installation of machinery 
or plant used in industries 
changing over from oil-fired to 
coal-fired 

25 

25 

20 

20 

20 

35 

35 

35 

25 

25 

After the installation of new machi¬ 
nery or plant used for coal min¬ 
ing business 

25 

.25 

20 

35 

35 

35 

35 

35 

25 


After the installation of new machi¬ 
nery or plant by Indian company 
in approved hotel premises 

25 

25 

20 

20 

20 

20 

20 

35 

25 


After the installation of new machi¬ 
nery and plant used for scientific 
research related to the assessee’s 
business 

25 

25 

20 

20 

20 

20 

20 

35 

25 


After the installation of new machi¬ 
nery or plant used for the articles 
specified in the Fifth Schedule 

25 

25 

20 

20 

20 

35 

35 

35 

25 


After the installation of any other 
new machinery or plant 

25 

25 

20 

20 

20 

20 

20 

20 

15 

_ 

After the installation of second 
• hand machinery or plant in coal 
mining business 





20 

20 

10 

10 

10 

'' 

After the installation of any other 
second hand plant and machinery 

— 

— 

— 

— 

10 

10 

10 

10 

10 

- ’ . 
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decide to reintroduce tbc tjvtent of deve¬ 
lopment rebate then the following alter* 
native Incentives are suggested: 

(0 Free depreciation may be allowed 
to enable a company to write off the 
capital asset in as short a period as possi¬ 
ble depending upon the profit earned. 
This tax concession has been introduced 
in the UK and a British shipowner is 
free to write off even 100 per cent of the' 
cost of a new ship in the very first year 
of acquisition, if profits permit. 

(ii) Depreciation rates may by incre¬ 
ased in a suitable manner to enable the 
company to write off its fixed assets 
fully within 10 years. 

(iii) The assessee may be permitted 


to provide depreciation in the following 
manner: 

(a) Fixed assets having life less 
than five years—150 per cent of 
their actual cost. 

(b) Fixed assets having life of five 
years or more than five years— 
200 per cent of their actual cost. 

(iv) Assets having cost lew than 
Rs 10,000 should be allowed to write off 
fully in the year of acquisition or 
installation. 

(v) Depreciation on replacement cost 
may be permitted though chain base in¬ 
dex numbers prepared for a particular 
class of depreciable asset 

(vi) Accumulated depreciation fund 


method may be permitted. In this method 
the accumulated balance of depreciation 
reserve should be credited every year at 
the current rate of interest. Provision 
for depreciation made in this way would 
automatically become much more than 
the actual cost of depreciable asset. 

In respect of either of the alterna¬ 
tives suggested above, it is further proposed 
that development rebate reserve should 
be utilised only for acquisition of fixed 
assets and not for other any purpose and 
a condition to this effect should be laid 
down by government while granting the 
above concewions. In the absence of 
any such incentives it is doubtful if the 
targets for industry in the fifth Plan 
can be attained. 


Land saving through fertilizers, 

B. L. Mlshra & D. K. Marothia an empirical approach 


There are two ways of increasing food 
production for meeting the rising require¬ 
ments of the nation. One is through the 
extension of cultivated areas and the other 
through increasing yield rates per hectare. 
There is an obvious limit to the extension 
of cultivated land. Apart from heavy 
financial commitments it will lead to 
instability in crop production on marginal 
and sub-marginal lands. The latter method 
of increasing food production advocates 
the adoption of new technology in agri¬ 
culture m the form of new crop varieties, 
use of chemical fertilizers, irrigation, in¬ 
secticides, pesticides etc. The impact of 
new technology has been studied by a 
number of workers on various aspects of 
farm economy and it has been proved that 
chemical fertilizers are the easiest and 
quickest means of increasing production 
per unit of area. It means that the techni¬ 
cal possibilities of fertilizer substitution 
for land exists, 

pressure on land 

Due to growing population in India 
the per capita cultivable area has 
dropped from 0.40 hectares in 1960 to 
033 hectares in 1970. Keeping in view 
the growing pressure on land some 
means have to be worked out to economise 
the existing land use. Chemical fertili¬ 
zers, being the radical element for enhanc¬ 
ing crop yields, are the most approbate 
substitutes for land in terms of obtaining 
stipulated production levels. Moreover, 
fertiliser is a man-made resource, which 
can be manipulated to the needs of the 

a le in due course of time while the 
is a natural resource which is given 
once for a)B and exposed to tbe natural 
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hazards. Considering the resource charac¬ 
teristics of land and fertilizers, the supply 
relationships and the output performance 
of crops in Jabalpur district of Madhya 
Pradesh are examined in this article. 

intensive study 

Jabalpur district lies in the heart of the 
country and represents rice-wheat zone 
of Madhya Pradsh which receives 1200 mm 
td 1400 mm of annual precipitation. The 
soils are from light to medium black 
which are deficient in nitrogen. Of the 
total geographical area of 1.012 million 
hectares, 471,000 hectares (46.5 per cent) 
are under crops of which only 76,000 hec¬ 
tares is double cropped giving a cropping 
intensity of 116 per cent. The gross irri¬ 
gated area is only 22,600 hectares (4.7 per 
cent of the total cropped area). The 
cropping pattern is dominated by cereals 
followed by pulses and oilseeds. Among 
the cereals, wheat is the most important 
crop followed by paddy, jowar and maize. 
Based on 1971 census, the population of 
the district is 16.86 lakhs out of which 
59.53 per cent is rural. The density of 
population is 166 per sq. km. The per 
capita gross cultivated area works out 
in 1970 tc be only 0.27 hectares against 
0.53 hectare for Madhya Pradesh. This 
is an eye-opener to recognise the replace¬ 
ment of land by fertilizers. 

Our specific objectives are: (1) to estab¬ 
lish relationships between nitrogen appli¬ 
cation and crop outputs; and (21 to examine 
the possibilities of fertilizer substitution 
f6r land. The basic assumptions made 
here are that the demand for chemical 
ftjr tillers has sufficiently been generated, 

5$1 


Now, the farmers are in a position to 
substitute fertilizers for land to economise 
its use and to pacify themselves against the 
grievances of land-ceiling legislations. 
Finally, it is also assumed that the ferti¬ 
lizer supplies will not come in the way of 
its rational level of substitution for land. 

The data required for this study were 
on crop responses to fertilizer nutrient 
(nitrogen) applications, input-output 
prices, area under crops and varieties under 
irrigated and unirrigated conditions. The 
analysis is based on a huge body of ex¬ 
perimental data available almost for a 
decade. (1960-70). The fertilizer cum 
varietal trials conducted at Jabalpur 
provided the yield response data on 
crops and varieties under irrigated and 
unirrigated conditions. Secondary data 
were obtained from the official publica- 
ations of the government of Madhya 
Pradesh. 

varieties included 

The crops and varieties included in 
the study were those for which uniform 
fertiliser-cum-varietal trials were conduc¬ 
ted for a number of years to account for 
weather effects. The crops were wheat, 
paddy, jowar and maize including local 
and high yielding varieties which covered 
64.2 per cent of the cropped area of the 
district. Pulses and oilseeds have not 
been considered in the study mainly 
because nitrogen applications to these 
crops are still insignificant in the district 
and partly due to the paucity of response 
data on them. 

The yield-dose relationship of crops 
and varieties was established in 

SKTEMRER 19, 1975 



40,000engineering drawings 
can be stored in 
a 4-drawer cabinet? 












with microfilm it's possible to save 
valuable space. Because each drawing 
is miniaturised on to tiny photographic 
film. So you prevent valuable, original 
drawings gening demaged, faded 
or lost. 

As many as 600 drawings are 
photographed onto a 100 ft. roll of 
35 mm film. With the help of a 
Recordak MICRO-FILE Machine, 

Model MRG-1. Which has several 
automatic features to produce 
consistently high quality reproductions. 

The film is automatically processed 
in a Recordak Prostar Processor, model 
DVR, in 20 minutes. 

Individual frames are filled into 
aperture cards for filing. Any card may 
be located within seconds and read 
on a Kodak Reader MKG-1. It projects 
a 18" x 24“ film image, if required, 
paper prints can be mads in seconds 
on a reader-printer or enlarger. 

Get Microfilm, and gat rid of storage problem 





' '. X - 


|§|Pp>,a :v 

















































































the form of a quadratic model (Y =* 
a + bN-~ cN*) to estimate yield and 
profit maximising levels of nitrogen. The 
fertilizer production functions thus obtain¬ 
ed were transformed (Khan, R. A. and 
Heady, E. O., “Marginal Rates of Substi¬ 
tution of Fertilizer for Land Derived 
from Experimental Production Functions” 
USAID, Islamabad, 1972), into land- 
fertilizer production funtions (Y = aL + 
bN — cN # L' 1 ) where total output (Y) is a 
function of variable land inputs (L) and 
fertilizer inputs (N), 

The transformed function has constant 
returns to scale for land and fertilizer which 
means that doubling of both will double 
output. The isoquant equation derived 
from the transformed function indicates 
the various combinations of land and 
fertilizer which will produce a given out¬ 
put (Y). Marginal rates of substitution 
(MRS) of fertilizer for land were compu¬ 
ted by taking the partial derivative of 
the transformed function with respect to 
nitrogen (N) and Land (L). 

rate of substitution 

For estimating marginal rates of 
substitution isoquant representing the 
optimum yield level (a-Fresponse to opti¬ 
mum level of N) was considered. Hecta¬ 
res of land replaced per tonne of ferti¬ 
lizer nutrient at various combinations of 
land and fertilizer were also worked out 
by multiplying MRS with 1,000 (One Me¬ 
tric tonne= 1000 kg). The marginal rates 
of substitution are the ‘gross' marginal 
rates of substitution in the sense that the 
resources which compliment land and 
fertilizers arc also involved in the substi¬ 
tution process. Land saving will be indi¬ 
cated by the rate of replacement of land 
through fertilizers. The output prices 
used for obtaining optimum levels of 
fertilizer are the three years (1968-69— 

1970-71) average harvest prices for crops 
and Rs 1.75 per kilogram nitrogen nutri¬ 
ent. The wheat was priced at Rs 80 
(local) and Rs 75 per quintal (dwarf). 
Similarly the local and dwarf paddy were 
priced at Rs 50 and Rs 45 per quintal 
respectively. The prices of jowar and 
maize were taken at Rs 60 and Rs 55 per 
quintal respectively. 

The crop equations fitted to the crop 
response to fertilizer use data for’different 
crop varieties are shown in Table I. 
There was a highly significant response 
to the application of nitrogen in all the 
crops and varieties both under rainfed 
and irrigated conditions. Inter-crop and 
inter-varietal responses varied widely. 
High yielding varieties responded higher 
than their local counterparts. Irrigation 
resulted into higher responses due to 
nitrogen application in comparison to 


responses obtained under rainfed condi¬ 
tions. 

From the crop equations the yield and 
profit maximising levels of nitrogen were 
obtained and are shown in Table II. 
The levels of nitrogen varied widely de¬ 
pending upon the crop, varieties and irri¬ 
gation. Dwarf and hybrids were more res. 
ponsive to fertilizer applications as com¬ 
pared with their local counterparts. 

Various combinations of fertilizer and 
land for obtaining optimum yield levels 
of wheat, paddy, jowar and maize were 
derived from the transformed functions 
and are presented in Table III. Marginal 
rates of substitution (MRS) of fertilizer 


for land indicates the hectares of land 
saved by one kilogram of nitrogen. From 
this table it is clear that MRS declined 
with the successive increase in fertilizer 
quantities. In other words, the hectares 
of land saved by successive higher doses 
of fertilizer decreased. It is so because 
the relative productivity of inputs changes 
as the mix of inputs changes for produc¬ 
ing a given level of output. As an increas¬ 
ing amount of fertilizer is combined with 
a decreasing amount of land for produc¬ 
ing the specified level of output, the mar¬ 
ginal products of fertilizer declines while 
the marginal products of land increases. 
Hence MRS declines. The possibilities 
of saving land through per metric tonne 
of nutrient applications to dwarf wheat and 


Table i 


Fertilizer Production Functions of Crops (Y ==a-}-bN~-cN 2 ) 


Cofficients of crop equations 


Crop/Varieties 

a 

b 

c 

R* 

Wheat 





Local rainfed 

512.153 

8.3889** 

(3.0124) 

0.1130** 

(0.0025) 

0.6912 

1 oca! irrigated 

913.728 

14.8639** 

(4.3852) 

0.0945** 

(0.0023) 

0.7973 

Mexican double dwarf 
(irrigated) 

1280.648 

22.8979** 

(6.7356) 

0.0731* 

(0.0252) 

0.8998 

Paddy 

Local rainfed 

890.365 

12.1178** 

(5.0084) 

0.1035** 

(0.0038) 

0.8102 

Local irrigated 

1270.720 

19.2579** 

(7.5936) 

0.0935** 

(0.0351) 

0.7483 

Dwarf (IR-8) (irrigated) 

1660.588 

26.3631* 

(8.0534) 

0.0505* 

(0.0243) 

0.7664 

Jowar (rainfed) 

Local 

• 666.433 

7.2458** 

(2.0580) 

0.1366* 

(0.0601) 

0.7200 

Hybrid 

Maize (rainfed 

912.433 

18.693** 

(5.4836) 

0.0880* 

(0.0422) 

0.6880 

Local 

346.877 

10.2462** 

(3.0150) 

0.9950** 

(0.0335) 

0.7615 

Hybrid 

517.414 

22.2321** 

(6.9383) 

0.0536** 

(0.0197) 

0.7712 


(Standard errors are in parenthesis). ’Significant at 5% probability level; 
*’Significant at 1% probability level. 
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paddy were found to be 18 and 17 hectares 
respectively. 

In case of hybrid jowar and maize the 
extent of land replacement per tonne of 
fertilizer nutrient was 21 and 42 hectares 
against 18 and 29 hectares of land saved 
in the case of their local counterparts 
respectively. Fertilizer applications also 
indicated replacement of land under 
rainfed conditions of paddy and wheat 
to the extent of 14 and 16 hectares res¬ 
pectively. Tall varieties of wheat under 
irrigated conditions indicated land savings 
to the extent of 44 hectares per ton of fert¬ 
ilizer nutrient. The indications of largest 
land replacement through fertilizer appli¬ 
cations in irrigated local wheat was mainly 
due to the fact that additional output 
resulting from additional unit of fertilizer 
was relatively higher than that of land in 
the initial stage which dropped rapidly 
with successive higher levels of fertilizer. 
Paddy varieties under rainfed and irriga¬ 
ted conditions did not reveal marked 
difference in the hectares of land rep¬ 
laced by fertilizer. It varied from 14 hec¬ 
tares in rainfed local paddy to 17 hectares 
in dwarf paddy. Irrigation did not show 
much effect on MRS as the paddy crop is 
a kharif crop in this area and 90 per cent 
of the annual rainfall is received in this 
season. 

effective substitute 

To recapitulate, fertilizer serves as an 
effective substitute for land in produc¬ 
tion of wheat, paddy, jowar and maize 
in Jabalpur district of Madhya Pradesh. 
Similar findings have been reported by 
Khan and Heady emphasising the role of 
fertilizers in crop production through land 
savings. 

In sum, at present crops outputs are 
based largely on the magnitudes of the 
land input. The empirical estimates of the 
crop responses and the rate and extent 
to which fertilizers serve as a technical 
substitute for land suggest that land input 
can be saved through less reclamation and 
greater fertilizer use on present land. 
In fact, the current output of wheat, 
paddy, jowar and maize could be obtained 
through the use of more fertilizer and 
fewer hectares of land. The physical possi¬ 


bilities of substitution may not be reali¬ 
sed unless the farmers are provided with 
the information on fertilizer productivity 
and are given necessary incentives which 
may favour substitution of fertilizer for 
land. 

One of the obvious incentives is a 
favourable fertilizer-land price ra*io and 
a favourable price of output relative to- 
inputs. On the basis of the prices of 
products and fertiliser used in this study, 
it was found that to purchase one kilo¬ 
gram of fertilizer nutrient the farmer had 
to sell 3.5 kilograms of wheat, 5.4 kilo¬ 
grams of paddy. 4.5 kilograms of jowar 
and 5 kilograms of maize. In other words, 
fertilizer prices are disproportionately 
higher than the prices of the products. 


Two policy implications emerge from 


this study; (a) It is profitable to use higher 
than the officially recommended doses of 
fertilizer to crops included in the study. 
Fertilizer recommendations should be 
tailored at the optimum levels which 
remains to be calibrated in terms of ferti¬ 
lizer-product prices. The fertilizer and 
product prices be announced well in ad¬ 
vance of the resource commitments by the 
farmers, (b) There exist possibilities of 
substituting fertilizer for land provided 
farmers are educated regarding the com¬ 
parative advantages of investing cn ferti¬ 
lizers and incurring heavy capital outlays 
in land development programme for ob¬ 
taining a specific level of production. To 
economise on the use of limited land 
resource, fertilizer substitution should be 
encouraged to achieve larger outputs with 
Jess acreages of crop. Land saving through 
fertilizer use will also pacify the farmers 
against land ceiling legislations. 


Table II 

Yield and Profit Maximising Levels of Nitrogen for Various Crop Varieties 


Crop/varieties 

Yield maximization 

Profit maximization 

Doses of 
Nitrogen 
Kg/ha. 

Maximum 

yield 

Kg/ha. 

Doses of 
Nitrogen 
Kg/ha 

Optimum 

yields 

Kg/ha. 

Wheat 

Local (rainfed) 

37.1 

668 

21.9 

641 

Local (irrigated) 

78.6 

1501 

60.2 

1468 

Mexican double dwarf 
(irrigated) 

155.7 

3276 

131.1 

3008 

Paddy 

Local (rainfed) 

58.5 

1247 

32.1 

1175 

Local (irrigated) 

102.9 

2267 

73.9 

2185 

1R-8 (irrigated) 

265.1 

5455 

208.6 

527J 

Jowar 

Local 

26.5 

762 

9.7 

724 

Hybrid 

107.7 

2934 

81.4 

2673 

Maize 

Local 

51.5 

630 

26.5 

548 

Hybrid 

207.9 

2850 

160.7 

2733 
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Table III 

Marglul Rates of Substitution (MRS) between Fertilizer (N) and Land (L) For Optimum Yield Levels of Crops 


Unirrigated local wheat Irrigated local wheat Maximum double dwarf irrigated wheat 

Y=641 Kg/ha Y-- 1468 kg/ha Y^ 3008 kg/ha 


N 

L 

MRS 

Land 

N 

L 

MRS 

Land 

N 

L 

MRS 

Land 




saved 




saved 




saved 




per ton 




per ton 




per ton 




of N 




of N 




of N 

0 

1.251 

0.016 

16 

0 

1.644 

0.044 

44 

0 

2.387 

0.018 

18 

20 

1.022 

0.006 

6 

20 

1 .344 

0.013 

13 

40 

1.720 

0.OJ5 

15 

40 

1.00 

0.003 

3 

40 

1.177 

0.009 

9 

80 

1.223 

0.003 

3 





60 

1.012 

0.003 

3 

120 

1 .003 

0.002 

4- 





80 

0.981 

0.001 

2 







Rainfcd 

local paddy 



Irrigated local paddy 



Dwarf paddy (IR - 8) 




Y-l 175 kg/ha. 



Y 2185 kg/ha 



Y 5270 kg/ha. 


N 


L 

MRS 

Land 

N 

L • 

MRS 

Land 

N 

L 

MRS • 

Land 





saved 




saved 




saved 





per ton 



per ton 




per ton 





of N 




of N 




of Y 

0 


1 .319 

0.014 

14 

0 

1.719 

0.015 

15 

0 

4.541 

0.017 

17 

20 


1.088 

0.009 

9 

20 

1.435 

0.013 

13 

40 

3.589 

0.016 

16 

40 


0.961 

0.004 

4 

40 

1.205 

0.009 

9 

80 

2.728 

0.015 

15 

60 


0.934 

. 


60 

0.030 

0.008 

8 

120 

2.039 

0.012 

12 






80 

0.971 

0.002 

2 

160 

1.608 

0.009 

9 










200 

1.403 

0.005 

9 










240 

1.332 

0.003 

3 

















Local jo war 

Y 724 kg/ha. 



Hybrid jowar (.CHS—1) Y--2673 kg/ha. 



Y 


L 


MRS 

Land saved per 

N 


L 

MRS 

Land saved per 







ion of N 





ton 

of N 


0 


1.08 


0.018 

18 

0 


2.93 

0.021 


21 


10 


0.99 


0.006 

6 

20 


2.53 

0.019 


19 


20 


0.95 


0.002 

2 

40 


2.17 

0.016 


16 








60 


1.87 

0.013 


13 








80 


1.65 

0.009 


9 








100 


1.50 

0.005 


5 




Local maize 

Y-548 kg/ha 



H\ brid 

maize (Ganga 101) Y- 2723 kg ha 



N 


L 


MRS 

Land saved per 

N 


L 

MRS 

Land saved per 







ton of N 





ton of N 


0 


1.58 


0.029 

29 

0 


5.26 

0.042 


42 


20 


1.67 


0.027 

27 

40 


3.58 

0.040 


40 








80 


2.11 

0.031 


31 








120 


1.23 

0.012 


12 








160 


0.96 

0.002 


2 

IT 







200 


0.01 

0.001 


1 
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Century Rayon 

An example of social 
responsibility 


Century Rey^n fete rn example to other large 
corporations by Its policy of synthesising 
service to the community, fulfilment of Ite 
obligations to tho employees, tho ouatomera 
and the shareholders. Ami yet. you will bo 
surprised, it is making the highest contribution 
to the national exchequer by way of tax 
payments es well as foreign exchange eavinge 
end earnings 

In spits of runaway inflation in ths coat of raw 
matenela and other inputs such as labour, 
spares, fuel end water. Century Rayon tots 
another example by holding the priceline for V 
its products. x* 


PROFESSIONAL MANAGEMENT: 
Besides the philosophy, tha secret has 
In its professional management 
Maximum decentralisation and 
dslegstion of authority and 
responsibility, has built an outstanding 
ttam of managers and workers, with 
a completely autonomous decision 
making process in each of its segments. 

ASSISTING AUXILIARY AND 
ANCILLARY INDUSTRIES: 

Century Rayon believes in supporting 
a number of smalt entrepreneurs. 
Rightly so And it has become a 
benign big brother to a number of 
auxiliary and ancillary industrial, it is 
helping them in three segments, viz. s) 
the smalt scale suppheis. b) the smell 
processors who use Century's bys* 
products and waste products, c) 
a large nation - wide community of 
email weavara dependent on Cenrury’s 
supply of yarn Century Reyon is 
helping them in marketing. 

THE NATIONAL EXCHEQUER: 

How much do you think Century 
Ravon is paying by way of Taxes? 

To the tune of Rs 8 crores in excise 
duty end other levies, over end ebove 
the mcnme tax paid by tha parent 
company, Century Spinning tr 
Manufacturing Co. Ltd. to the extent 
of Rs. 7 crores per year. 

EXPORTS: 

Why is it that the Century Rayon 
Tyrecord is equal to the world ! beat? 
The testimony is constantly namg 
exports to sophisticated mtemationel 
markets. The total foreign exchange 
earning including Rayon Fabrics b 
Chemicals so far exceeds Rs. 5 crofts. 

EMPLOYEE WELFARE: 



Century's workers are happy because 
Of one of the finest housing colonies 
provided to them, along with a club 
house. • cooperative bazar and a credit 


society. They enjoy the best 
educational facilities for thetr children, 
consisting cf primary end secondary 
schools and a college for Arts. 

Scienco and Commerce. Its medical 
cate is unique, with a full fiadged 
60 bad hoaffltel. and free medicine. 


COMMUNITY SERVICE. 



Recreation, too. is dear to its heart. 
Vast playgrounds, beautiful swimming 
pools and gardens, a large library, tie 
own network of roads and water 
works and, to top it all. one of the 
finest temples m a sublime atmosphere- 
•II these amenities constantly growing 
in size and quality. 



Century Rayon encoutages sports 
both for the amateur and the seasoned 
sportsman. Century’s sports teams 
have been winning many a laurel 
on the playgrounds. 

CREATING EMPLOYMENT: 

In today's context. Century Rayon’s 
contribution is significant, by 
providing employment to over 6,000 
workers directly end supporting an 
•mire township dependent on it. 

INDUSTRIAL RELATIONS: 

What would you say for a record of 
more than stxtetn years of 
uninterrupted production, without 
losing a single manhour due to strike 
or strife ? Relatione with the employees 
are exemplary because of a diract. 
frank and honest rapport with them 
across the table, without external 



In times of calamities like 
earthquakes, wars, droughts and 
floods Century Rayon has sprung to 
the call nt duty volunteitly extending 
not only financial help but also 
providing volunteers and other relief 
measutes 

RESEARCH AND DEVELOPMENT. 



Well equipped laboratories and a team 
of dedicated scter.’ists and technicians 
ensure the position of leadeiship for 
Century Rayon—be it the finest rayon 
filament yarn or the toughest, 
improved rayon tyre cord. 

CAUSTIC SODA. 

To meet the needs of genuine users in 
the present acute shortage conditions. 
Century Chemicals is following a 
policy of supplying the entire 

K oduction to Actual Users on the 
isis of past offtake, at lair pricei. 
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I 

Inflation Breaks Down System 

At a time of high inflation prices have 
become a political football in many 
countries and this has tended to frustrate 
and obscure the performance of most 
chemical companies. This was so in 
the case of polystyrene sales in the UK 
early last year. The most that Shell 
Chemicals was allowed to charge was 
£195 a ton. But because the price and 
profit levels of competitors were based 
on different costs another producer 
was allowed to sell at £313 and a second 
was permitted to charge £350. To make 
matters worse, the price at which a third 
competitor was permitted to sell impor¬ 
ted polystyrene was £320 a ton. 

The outcome was inevitable. Shell 
was so bombarded with demand that it 
had to ration customers*. At the same 
time it was torn between the choice of 
giving British domestic customers prio¬ 
rity—as the government wished or 
exporting polystyrene in its own and 
national interest at a 60 per cent higher 
price. 

The UK was not alone in this price con¬ 
trol nonsense. The different price control 
regimes in Holland and Belgium meant 
that customers could conveniently switch 
from one source to another. There were 
distortions in France brought about by 
one ex-refinery price for naphtha for che¬ 
micals use and a different one for use in 
petrol. Then there was the sudden in¬ 
crease in processing deals—at freely 
negotiated prices outside the price cont¬ 
rol code—when the price freeze was insti¬ 
tuted in Italy. 


These anomalies distort company 
operations and the overall trading pat¬ 
tern between one country and the next, 
and impede progress towards a' coordi¬ 
nated European chemical industry. All 
this suggests that the collective noun 


for government should be “a ridicule 
of governments.*’ 

Inflation has not only been reflected 
in the higher costs of materials, however. 
Perhaps the more serious effect has been 
in capital investment. The cost of an 
ethylene plant has increased four or five 
times in the past ten years and a normal 
world-scale project would now cost well 
in excess of £100 million. 

At present inflation rates, depreciat¬ 
ed charges based on historical costs will 
be grossly inadequate to provide 
for replacement in many cases. 
It is estimated, for instance, that on a 
plant yielding a 20 per cent pre-tax profit 
management would be unable to pay out 
a dividend if il wished to accumulate 
enough funds al the end of ten years to 
replace the unit. When ICI announced 
a nine months pre-tax profit of £373 
million last year (a 70 per cent increase 
on the corresponding period of 1973), 
it pointed out the that a correction 
for inflation would reduce the total by 
£85 million. 

a tall order 

The industry concluded that the 
rate of return on capital employed, as 
conventionally calculated on a historic 
cost basis, will ha\c to be about twice 
the return earned by the industry on 
average during the l%()s and eatly 1970s. 
It is a tall order, particularly with so 
much gratuitously ridicuclous govern¬ 
ment interference in prices. 

According to the OF.CD. there was 
a significant slowing down in inflation 
at the end of last year. The monthly in¬ 
crease in prices in the member countries 
fell to below one per cent in December 
for tlie first time in over a year. The 
annual figures show that of the major 
chemical-producing countries, the UK 
and Italy had the worst inflation rate in 
1974, West Germany the least. Euro¬ 
pean inflation rates, as a percentage, 
are: Italy 24.5 per cent, Ireland 20.0 
per cent. United Kingdom 19.1 per cent. 


Belgium 15.7 per cent, Denmark 15.5 
per cent, France 1 5.2 per cent, Luxem¬ 
burg 12.2 per cent, Netherlands 10.9 
per cent. West Germany 5,9 per cent, 
and all-Europe 14.2 per cent. 

The important petrochemical sector 
is expecting the annual rate of cost 
increases tube about 15 per cent in 
1975, declining to about 10 per cent in 
the late 1970s. But this will not lessen 
the impact. The high inflation rates of 
the mid-1970s have raised the investment 
cost of new plant and working capital 
permanently to higher levels, so that 
higher financial returns will be needed 
in future, irrespective of a continuing 
control of inflation. 

In view of the bigger sums and 
greater risks involved in major invest¬ 
ment projects, it is likely that more 
companies will enter into joint-venture 
arrangements. There has been an in¬ 
crease in these types of deals in recent 
years anyway. Apart from spreading 
the financial risk these joint ventures 
also ensure a more even flow of new 
investment projects. A new ethylene 
plant in the south of France proposed 
by Shell and Naphtachimie is one exam¬ 
ple. 

In the UK both ICI and BP Che¬ 
micals needed new ethylene capacity. 
Instead of each building a world-scale 
plant, thus causing in immediate glut 
of the product, they too have combined 
to build a joint cracker. It is possible 
that they may build another joint- 
venture plant in the future in which 
case it would be relatively simple to 
have an eventual share out: one cracker 
each. 

II 

Chemicals Need More Investment 

CEFIC—the European Council of 
Chemical Industries Association—has 
underlined the need for companies to 
increase investment over the next five 
to ten years. Indeed, at least £ 35,000 
million is likely to be invested in 
Europe over the next decade. The 
petrochemicals sector alone will need 
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to spend between £ 16,500 million and 
£ 21,000 million in the same time span. 

Spending is picking up after the 
past few lean years, although true 
growth is marred by inflation and fluc¬ 
tuating currency exchange rates. Never¬ 
theless, the total value of chemical pro¬ 
jects in hand, planned or completed 
in France in the past twelve months has 
risen by 74.6 per cent to a record 
£ 1,070 million. Similarly, a West 
German survey indicated a 68 per cent 
cent rise to £ 1,500 million. 

The petrochemicals sector has 
been given a particular boost by the 
discovery of oil and gas in the North 
Sea. By the mid-1980s the indusrry 
could be meeting 25 to 30 per cent of 
its feedstock demand from this source. 
Jn contrast the current production from 
European resources is only about three 
per cent. 

Although petrochemicals account 
for only seven per cent of the crude 
oil and natural gas consumed in Europe, 
the share is likely to increase. While 
the demand for crude oil is expected 
to grow at a rate only two to three per 
cent over the next few years, petrochemi¬ 
cal output is likely to grow by between 
eight and 10 per cent. As a result there 
will have to be some restructuring of re¬ 
finery operations. 

A high proportion of petrochemicals 
goes into the plastics industry which, 
on the face of it, might appear most 
sensitive to big price increases. Demand 
for plastics has been doubling every 
five years in Europe, largely because of 
of plastics* ability to replace traditional 
products, such as glass, metal and wood. 


Fortunately for chemicals, these mate¬ 
rials have also experienced big price 
increases so overall the competitiveness 
of plastics has not been seriously im¬ 
paired . 

It is thought that market demand for 
the ethylene derivatives will not be ap¬ 
preciably reduced even at prices of 25 to 
30 per cent above the 1974 level over 
the next few years. On this basis, growth 
prospects for high density polyethylene 
indicate average 14 to 15 per cent a year 
rise until at least 1978. Demand for 
low-density polyethylene, used widely 
in packaging, should grow at between 
seven and 11 per cent a year, even 
assuming a 20 per cent price in increase 
by 1976, as expected. Polytystrene should 
continue averaging a 10 per cent a year 
growth rate while output of polyester 
films and fibres should grow by 12-15 
per cent per annum to 1980. 

This means that to meet the demand 
the heavy end of the chemical industry 
must increase its basic ethylene capacity 
from the 1975 level of 11.8 million metric 
tons a year to arround 24 million metric 
tons a year by 1985. 

It is likely that most new petrochemi¬ 
cal development will be in the north 
and south of Europe. As the Table 
1 shows, the UK—fulfilling northern 
commitment—might expect the biggest 
increase in ethylene capacity among 
the major producers. The projected 
increase, from the current 1.5 mtllion 
metric tons a year capacity to 
perhaps four million metric tons in the 
next ten years, would require the const¬ 
ruction of five major plants, apart from 
the downstream user facilities which 
would almost certainly follow. One of 


Table I 

Investment Projects for Chemical and Allied Industries 1974-75* 


($ mn) 



West Germany 

France 

Benelux 

Italy 

UK 

Petroleum 

586.4 

248.5 

195.7 

297.8 

367.0 

Heavy organics 

552.4 

439.3 

338.8 

420.1 

234.8 

Plastics, rubber 

127.9 

150.2 

141.1 

101.4 

51.8 

Fibres 

3.4 

43.0 

1.1 

57.1 

73.8 

Pharmaceuticals 

36.7 

7.5 

10.3 

28.0 

44.2 

Industrial gases 

25.0 

11.4 

43.6 

15.1 

5.5 

Inorganics 

13.4 

27.6 

45.3 

336.8 

36.6 

Fertilisers 

5.0 

69.8 

15.0 

33.4 

32.7 

Miscellaneous 

142.6 

75.6 

115.5 

71.7 

249.2 

Total 

1,492.7 

1,072.9 

906.4 

1,361.4 

1,095.1 


• Values include projects in hand, planned or completed in the previous 12 
months* The figures for individual countries do not correlate as the surveys were 
conducted at different times. (The French survey is the latest.) 


these ethylene plants has already been 
sanctioned and another is likely to be 
given the go-ahead later this year. 

The needs of the south are likely to 
be largely met by southern France and 
Italy which might see a 111 per cent 
increase in ethylene capacity. On the 
other hand the growth in West Germany 
and Austria is likely to be nearer 60 
per cent. Benelux and north France 
might expect a growth of 71 per cent 
over the next decade. 

Table II 

Projected Ethylene Capacities in 
Western Europe 

(million metric tons a year) 


Area 

1975 

1985 

Benelux and North France 

3.5 

6.0 

West Germany and Austria 

3.4 

5.5 

South France and Italy 

2.6 

5.5 

United Kingdom 

1.5 

4.0 

Scandinavia 

0.5 

1.5 

Spain and Portugal 

0.3 

1.5 

Total 

11.8 

24.0 


Source: ICI. 


This shift in sources of production, 
pci haps away from West Germany, 
could result from interaction of a number 
of nationalistic factors. The aspirations 
of the UK are, in some ways, the easiest 
to support. The availability of North 
Sea oil and gas should give the UK 
industry the impetus that it has lacked 
in recent yean. Norway is in a similar 
favourable position. 

The UK should be self-sufficient in 
its oil needs by about L98I and there 
are already indications that the govern¬ 
ment will encourage the value-added 
use of the resources, such as through the 
petrochemicals production chain. The 
UK has the advantage of a long coast¬ 
line. This is becoming of growing im¬ 
portance in view of environmental pres¬ 
sure. In addition it can claim a long 
history of technological progress and 
one of the most successful- and cheap- 
research records in the world. 

There are a number of inhibiting 
factors which have been restraining some 
expansion projects, however. The un¬ 
uncertainty about UK's membership of 
the EEC was one. The effect of price 
control on profitability is another. 
Thirdly, there is the question of govern¬ 
ment intervention in bustness affairs. 
The government has said it wants to 
see planning agreements adopted by key 
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companies in key industries. That must 
mean the large UK chemical groups. 

In West Germany, and to some extent 
the Netherlands, increasing worker 
participation in management affairs and 
lighter environmental controls have been 
cited as frustrations by chemical com¬ 
panies. It is costing much more to 
build plants in these countries, because 
of the extra pollution control equipment 
needed, and is also taking longer to 
obtain planning permission. 

For instance, last summer there were 
some £350 million worth of licences pen¬ 
ding for new chemical plants in the 
Rhine-Main area alone because of tighter 
controls. Hoechst had £165 million 
worth of projects held up. The prolonged 
attemptof BASF to erect a nuclear power 
station at Ludwigshafen appears to be 
in vain. 

The West German companies have 
made no secret of their dislike of the 
proposals to give employees a greater 
say in management affairs. In the 
Netherlands the Dutch groups Akzo 
and Philips abandoned plans to merge 
their pharmaceutical and agro-chemicals 
activities, largely because of opposition 
from unions and some staff councils. 
Company managements in the Nether¬ 
lands are obliged to inform trade unions 
and staff councils of any merger plans 
although they have no right to veto pro¬ 
posals. 

clear policy 

France has a clear development 
policy based on the industrial expansion 
of itslnain ports—something lacking in 
the UK. It also has plenty of room for 
heavy chemical development, particularly 
in the south around Fos-sur-Mer, Berre 
and Lavera. Investment values in this 
region have more than doubled in the 
past 12 months and the development 
is likely to continue apace to counteract 
the large scale build up in the north of 
France and the UK. 

Italy and Spain could also see some 
large-scale expansion, not only to meet 
the needs of the Mediterranean area 
but of the central continental area as 
well. Spain has a definite policy for 
building up its chemical industry. The 
government keeps a tight rein on pro¬ 
jects. Generally when schemes are com¬ 
peting for sanction, Spanish companies 
are favoured or as an alternative, joint 
ventures involving Spanish capital. The 
ministry of Industry acts on the lines 
of MITI in Japan. In this way it keeps 
a check on what plans are in hand, sorts 
out priorities and gives directions on 
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what plants are to be built and where. 
That about 31 percent of the Spanish 
chemical industry is owned by foreign 
capital indicates the attraction and 
growth potential of Spain. 

Ill 

Middle East—Unknown Factor 

Apart from these local considerations, 
the pattern of investment in Europe will 
be influenced by the plans of middle 
east oil states and north African 
phosphate rock producers. Ail are 
anxious to become more industrialised. 
The question is: How quickly can they 
achieve this? Arab states may have 
already taken firm decisions to build 
over £9,000 million worth of refineries, 
chemical plants and gas liquifaction 
plants. Another £13.000 million worth 
of projects arc under study. Chemical 
insight has been more reserved in its 
estimates, suggesting £7,000 million 
worth of firm and fairly firm projects 
and £9,800 million of schemes under 
study. 

Since last year’s unabsorbed revenues 
of Saudi Arabia, Kuwait, Iraq, Algeria 
and Lybia alone were in the region of 
£14,500 million, there can be no disput¬ 
ing the middle cast’s ability to pay for 
the development. But they lack infra¬ 
structure, technical expertise and skilled 
manpower. 

This means that European companies 
must be involved in many of these pro¬ 
jects. Indeed, most chemical groups 
have been having discussions on joint 
ventures with the Arabs. For oil com¬ 
panies with chemical subsidiaries—Shell 
and BP - it is diplomatically wise to 
show interest. They still rely on the 

Tah 

Current Industrialisation 


middle east for much of their crude sup¬ 
plies. Companies such as the West 
German Hoechst and Bayer, which do 
not have direct contact with oil produc¬ 
tion, might find the new arrangements an 
attractive way of securing future feed¬ 
stock supplies. 

The effect of this middle cast build¬ 
up of chemical production will be two¬ 
fold. First, European companies may find 
a substantial share of their investment 
budget going into this new development 
area, with correspondingly less for 
Europe and other parts of the world. 
Secondly, the exporting potential of the 
middle east will influence the European 
supply position, so that the European 
growth rate for chemical investment will 
be reduced. 

Then there is the effect on Europe’s 
balance of payments. Jf oil the exporter 
countries supplied just one-fifth of 
Europe’s chemical needs by 1980, for 
instance, the balance of trade would be 
hit by further £2,500 million. The 
deficit would be even greater in view of 
the likely switch from Europe to north 
Africa of intermediate phosphate pro¬ 
duction. 

This time-scale, however, seems too 
short. The real impact of middle east 
competition is not likely to be felt 
until the mid-1980s. In the mean time, 
Europe needs to develop a structure 
and management outlook much broader, 
more in keeping with the industrial 
base offered by the enlarged European 
community. Nationalism in chemicals 
is generally counter productive. It still 
remains true that Europe can learn 
from US chemical companies and must 
meet the US challenge in the future. 

Ill 

Ians in the Middle East 



Firm or 
fairly firm 

Under 

study 

Sector 

totals 

Estimated annual capacity: (000 tonnes) 

Ethylene 

1,456 

3,300 

4,756 

Ammonia 

6,188 

4,.587 

10,775 

Polyethylene 

473 

300 

773 

Aromatics 

840' 

1,900 

2,740 

PVC 

240 

370 

610 

Methanol 

4,422 

11,418 

15,840 

Estimated spending : ($000 inn) 
of which: 

16,762 

23,545 

40,307 

Chemicals 

6,527 

8,725 

15,252 

Refineries 

Liquid Natural Gas & Liquid 

5,635 

7,620 

13,255 

Petroleum Gas 

4,600 

7,200 

11,800 
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But now Europe has the added task of 
facing determined competition from the 
middle east. 

Sources and acknowledgement : This 
is the second of two articles summari¬ 


sing, by special arrangement, a report 
in depth in the latest issue of European 
Trends , published quarterly, to subscri¬ 
bers only, by the Economist Intelligence 
Unit (27 St. James's Place, London 
SWIA.TNT, and obtainable in India 


from J.A. Shah, 67 Marine Drive, Bom¬ 
bay 20), but the EIU is responsible 
neither for the wording of my summary 
nor for my interspersed comments. The 
first article appeared in our issue dated 
August l, 1975. 


OPEC and the world 

f,.„. h. uirich monetary policy 


World politics to a large extent is world 
economic policy. Even where strategic 
security aspects are in the foreground of 
political events, the dominating factors 
are usually solid objectives of economic 
policy aimed at maintaining or improv¬ 
ing economic structures. Since the 
world-wide depression of the Thirties, 
during which—as a shock to the whole 
world—sterling went off gold and there¬ 
by initiated the disintegration of the 
international monetary system as it then 
existed, everyone knows just how impor¬ 
tant a smoothly operating international 
monetary system is for world economy 
and for world peace. That is why, 
still during the World War II, the 
foundation-stone was laid in Bretton 
Woods for a new international monetary 
order, which then fulfilled its purposes 
for almost a quarter of a century. 
It functioned satisfactorily as long as 
the conduct of the nations dominating 
world trade was in step with the cons¬ 
truction of that international monetary 
system. When the two no longer coinci¬ 
ded the whole system collapsed. 

new mechanisms 

In years of painstaking work it has 
since been tried to develop new mecha¬ 
nisms; but before any results could be 
achieved, the oil crisis unpredictably 
set completely new data. They have 
pushed the efforts towards a comprehen¬ 
sive reform on the international mone¬ 
tary system into the background. For 
the time being, we cannot afford to spend 
another thought on it. How to overcome 
the newly emerged, burning monetary 
difficulties which the oil-producing coun¬ 
tries of the near and middle east have 
brought upon the rest of the world, has 
become the most pressing problem for 
world economy. The OPEC countries 
are believed to have earned about 90 
billion dollars last year, i.e. six times 
the 1972 figure—1972 being the last year 
under normal conditions. The balance 
Of payments surpluses of these countries 
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for 1974 are estimated to reach a total of 
60 to 65 billion dollars. 

The tremendous change in interna¬ 
tional capital flows shows how compli¬ 
cated the situation has become and how 
much it is bound to jeopardize the 
prosperity and development of many 
countries—albeit not directly through the 
actual amounts of the oil price increases 
but through the circulatory effects of prices 
policies for the whole international econo¬ 
my. The matter at stake is how the oil- 
importing countries are going to com¬ 
pensate the serious deterioration in their 
balances of payments on current account 
caused by the increase in oil prices—in 
other words: how can a collapse of the 
world economic circulatory sytem be avoi¬ 
ded? The OECD member countries which 
in 1973 achieved a surplus totalling four 
billion dollars, must now reckon with a 
dificit of about 40 billion dollars for last 
year, of which the predominant part is 
due to the oil price increase. There is 
no autonomous mechanism which can 
compensate balance of payments deficits 
and surpluses of such magnitude and 
caused by a unique and aggressive sellers 
oligopoly such as is practised by the 
bloc of oil-producing countries. Only 
the conduct of the trading partners is 
decisive. What then are they to do? 

The most useful answer to this ques¬ 
tion was given by economic history a 
long time ago: when the German Reich 
had to pay enormous repration sums after 
World War I, it had no difficulty in 
raising the amounts claimed. But it was 
not possible to transfer such funds in 
the currencies requested; for to be able 
to do so, the German economy would 
have had to achieve correspondingly 


high export surpluses in its trade with the 
creditor countries. The foreign coun¬ 
tries receiving the payments, however, 
were not willing to import German goods 
on the required scale. Consequently, 
the best way of overcoming the difficul¬ 
ties was excluded. The state of affairs 
led to the second best solution to the 
transfer problem, i.e. to the granting 
of long-terms loans which then took the 
form of the Dawes-and the Young- 
bonds. 

serious problems 

The world today is in a similar situa¬ 
tion with the extent and difficulty of the 
problems, however, being much more 
serious. The allied countries of that 
time today belong to the larger number 
of countries which are expected to pay 
enormous sums of money to a small 
group of economically under-developed 
countries for many years to come. 

Without impairing world trade a 
situation like that can be overcome in two 
different ways: 

First of ail by the profits accruing to 
the oil-exporting countries being absorb¬ 
ed in the oil-exproting countries them¬ 
selves through import-including invest¬ 
ments of the same magnitude. Numerous 
estimates have been made as to what 
extent this traditional way of achieving 
equilibrium would be possible. In the 
beginning, the chances for this were 
regarded very pessimistically. In the 
meantime, the oil-exporting countries, 
capacity of absorbing imports appears to 
be greater than originally expected. The 
greatest import potential by far is—toy 
necessity—presently offered by the most 
highly developed oil-producing countries 
and this applies, in particular, to Iran. 
But also Algeria, Iracj, Indonesia and 
some other smaller oil-producing coun¬ 
tries in Asia, Africa and Latin rica 
will be in a position to expand then im¬ 
port capacities. 

It cannot yet be assessed today what 
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dimension* imports by the OPEC coun¬ 
tries as a whole will reach because markets 
here are subject less to economic forces 
than to political and government directed 
objectives. Nevertheless, one thing can 
be said for sure. The governments of the 
oil-producing countries have a consi¬ 
derable potential for economic policy 
decisions enabling them to speed up 
imports and thereby making at least for 
the time being a substantial contribution 
to cope with the world-wide balance of 
payments difficulties. In the longer run 
too, large-scale plans for the building up 
of their own industries and infrastructure 
project which need not be of an exclu¬ 
sively economic nature could better 
the chances of an immediate and real 
cure to balance of payments deficits. 
The responsibilities of the oil-producing 
countries for the preservation of world 
trade and thus of one of the most im¬ 
portant sources of prosperity for the 
world’s population in all parts of the 
world demands that all possibilities in 
this regard be fully utilized. 

This alone, however, would not be suffi¬ 
cient. There is absolutey no doubt about 
the fact that even the most intensive efforts 
could merely solve a relatively small part 
of the difficulties facing us. For this very 
reason—and that is the second and far 
more efficient instrument—the billions 
earned from oil exports must as soon as 
possible be chanclled back into the world 
economy by some other means. The 
whole western world is in agreement here 
that a repatriation of those billions via 
the short-term Euro-market would ag¬ 
gravate rather than ease the international 
monetary situation. The oil-producing 
countries are believed to have invested 
some 45 billion dollars abroad during the 
first ten months of last year. It is assum¬ 
ed, that two-thirds of this were short 
term investments, 16 to 17 billion dol¬ 
lars of them in the Euro-dollar market. 

recycling problem 

This does not help the world in the 
long run. A lasting solution to the 
recycling problem first of all requires that 
the governments of the oil-producing 
countries make their foreign surpluses 
available on a long-term basis if they 
are to make an effective contribution to 
the avoidance of an international econo¬ 
mic crisis. Unfortunately, the awareness 
that the recycling of the oil billions into 
short-term investments does not eli¬ 
minate balance of payments difficulties 
but merely creates new ones, does not 
prevail on all sides. If the ratio were 
vice versa—i.e. with two-thirds of the 
petro-doUars invested long-term—the 
stability of the international monetary 
situation would be better although not 
good. The Brctton-Woods system collaps¬ 


ed precisely because of the tremendous 
growth of international liquidity arising 
from short-term and uncontrollable 
loans. 

We are now confronted with a 
similar and much more comprehensive 
threat to currencies. The capacity of the 
banks to absorb excess oil proceeds has 
even today been almost fully utilized 
although the petro-dollar glut is only in 
its initial phase. In some countries 
conditions aimed at deterring the inflow 
were resorted to, in others studies are 
made how to evade the Damocles' 
sword of short-term funds. It is there¬ 
fore to be desired that talks between 
the oil-producing and the oil-consuming 
countries be intensified and contribute 
towards strengthening the modest begin¬ 
nings of long-term investments in the 
various national capital markets, 

need for cooperation 

In this connection the bank, in the 
different countries can render many a 
service without having to assume the 
function of transforming short-term 
into long-term funds which would over¬ 
burden them. In addition, however, 
this requires the support of interna¬ 
tional institutions—not only because of 
their readily available potential but also 
because of the authority they enjoy in 
debtor countries in order to channel 
investment-seeking oil billions of the 
existing magnitude to the proper loca¬ 
tions. In this respect, only very modest 
results have been obtained so far, since the 
oil-producing countries apparently have 
not yet developed any enthusiasm for 
such full-blown cooperation. An increased 
willingness to collaborate would thus be 
very helpful. Higher quotas and more 
voting power for the oil-producing coun¬ 
tries within the International Monetary 
Fund, in conformity with their financial 
strength, might contribute to such coun¬ 
tries taking a larger share in the responsi¬ 
bility of developing the international 
financial system. 

Less effective as a solution to the pre¬ 
sent urgent international monetary prob¬ 
lems is the investment of oil billions 
in countries such as the Federal Repub¬ 
lic of Germany which are able to pay 
their oil bills without any transfer diffi¬ 
culties. These countries are not interest¬ 
ed in capital imports. Their foreign ex¬ 
change position, on the contrary, requires 
that they invest in other countries them¬ 
selves. If the oil billions are to be 
meaningfully used to stabilise the inter¬ 
national monetary situation, they must 
flow directly into countries with weak 
foreign exchange position, i.e. those with 
a weakened financial standing. This 
includes a number of industrialised coun¬ 


tries, but above all almost all develop¬ 
ing nations. It will therefore be the oil 
countries task to take the place of the 
developed countries which are struggling 
with balance of payments problems, in 
granting foreign aid. That is what the 
OPEC countries have already started to 
do; but in relation to the possibilities 
they have and to the necessity of increas¬ 
ed aid to developing countries which 
also suffer from the steep'oil prices, much 
more remains to be done.* 

Unless this is done on a considerably 
increased scale, the problem of developing 
countries will become impossible to solve. 
If a collapse in the world cconmic system 
is to be avoided, the oil-exporting coun¬ 
tries must realise that they have mano¬ 
euvred themselves into a position which 
now demands that they assume the role 
of a world financier. They have to 
utilize their surpluses to a very large 
extent for international social purposes 
and consequently to a certain extent 
forego profitable and safe investments. 
That is the most .sensible way to go about 
recycling. Capital aid and commodity 
aid will in future have to be provided by 
different nations if severe damage to the 
world economy is to be avoided. Recy¬ 
cling worries would then be alleviated. 
Such a splitting up of function was not 
necessary up to now ; the aggressive 
price policy pursued by the oil-producing 
countries, however, now commands it. 
The oil-producing countries must practise 
their common responsibility. 

grounds for hope 

Fortunately enough, voices have just 
recently been raised in the near and 
middle cast, which have declared in 
favour of cooperating in the defence 
against a world-wide economic and mone¬ 
tary crisis. If this can be relied upon, 
there are still grounds for hope. 

When compared with these strategies 
of combinating any critical worsening of 
the situation, all other measures and 
possibilities arc of lesser significance. Of 
course, it is absolutely necessary for the 
oil-importing countries to save energy, 
to promote the discovery and exploitation 
of primary energy sources and to develop 
substitutes. It is just as indispensable 
to fight the other causes of balance of 
payment deficits, above all inflation. If, 
however, countries attempt to com¬ 
pensate any balance of payments deficits 
through import restrictions, they embark 
upon a disastrous course which can lead 
to the disintegration of the international 
diviston of labour, to national protec¬ 
tionism, rigid foreign exchange control, 
and state controlled and administered 
foreign and domestic trade. 

The investment of petro-dollars in the 
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economies of the efficient indusrialised 
countries does not really offer an 
adequate solution to balance of payments 
problems either. In order to make sense 
the beneficial dollar flow should—as al¬ 
ready mentioned above—be directed to¬ 
wards those countries with particularly 
severe balance of payments difficulties. 
Otherwise, the cumulative effects of capi¬ 
tal imports into countries with a sound 
reserve position will intensify the exis¬ 
ting disturbances of the equilibrium of 
the world economy. Quite apart from 
this, the disproportion between the funds 
available for financing and the actual 
possibilities for investment gives rise to 
political problems in the industrialised 
countries. Theoretically, the OPEC 
countries’ net surpluses of eight months 
would suffice to acquire all German com¬ 
panies whose shares are quoted on the 
slock exchange at their share-price value 
of 45 billion dollars. 

investment of petro-dollars 

Within “1.8 OPEC-year” the oil-pro¬ 
ducing countries could by this calculation 
acquire all American direct investment 
abroad. According to the relevant esti¬ 
mates, the oil-exporting countries’ claims 
against the rest of the world will by 1980 
have accumulated to a total of 300 
billion dollars at 1974 prices. No coun¬ 
try can accept the risk of undue foreign 
control over its national economy. This 
is even more valid, as it would, 
in this case not be a matter of 
widely spread ownership in the hands of 
many private and non-political share¬ 
holders, but of a concentration of assets 
in the hands of a few bodies indenlical 
or closely connected with the govern¬ 
ments of the oil-producing countries. The 
limits for the reinvestment of petro-dollars 
in fixed interest-bearing securities, that 
is to say in government obligations, are 
much wider. In this connection, the 
essential question is whether an oil¬ 
consuming country has a sound basic 
structure in its balance of payments. The 
effects of debt servicing on the balance 
of payments, which are different for each 
individual country, put a limit on the 
encumbrance by foreign indebtedness. In 
this respect, too, there is a wide gap 
between the volume of investment-seeking 
funds and the capacity of countries with 
a weak foreign exchange position to cope 
with increased foreign indebtedness. 

All nations involved in world trade 
arc going to have to make sacrifices if 
the circulatory weakness afflicting the 
world economy is to be overcome in the 
long run. All the possibilities mentioned 
in this article have some restorative 
effect. Some remedies when applied, 
however, prove either useless or only of 
temporary help, some even have very 
^harmful side-effects. 
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Minimum Wages for 
Agricultural Workers 

Several states have initiated 
action for the revision of 
minimum wages of agricultural 
workers. According to the 
information received in the 
Labour ministry the states of 
Andhra Pradesh, Madhya 
Pradesh, Meghalaya, Orissa, 
Uttar Pradesh, Tripura and the 
union territories of Delhi, 
Goa. Daman & Diu have 
notified their proposals for 
upward revision, while Kerala 
and Tamil Nadu ha\e enacted 
special legislations for fixation 
of wages for these workers. 
The states of Punjab and 
Rajasthan have already revised 
the wages this year. 

It was agreed in the last 
labour ministers’ conference 
that states who have compara¬ 
tively low rates of minimum 
wages would notify their revi¬ 
sed wages by August 15, 1975. 
It was also decided that the 
states who are in the process 
of revising minimum wages 
will complete revision before 
that time. Consequently, the 
central government have 
decided to revise wages for 
agricultural workers in the 
central sphere which will range 
between Rs 4.45 and Rs 6.50 
per day according to areas. 

Tax-Payers Grievances 

As a part of the programme 
of rendering efficient and 
prompt service to the tax¬ 
payers, the Central Board of 
Direct Taxes has created a 
Special Cell for dealing ex¬ 
clusively with the problems of 
the income-tax payers such as 
delays in grant of refunds, 
giving effects to appellate 
orders, rectification and re¬ 
visions. 

The Cell, headed by 
the Secretary, Central Board 


of Direct Taxes, will be func¬ 
tioning at New Delhi. Those 
tax-payers in whose cases direct 
refund of claim have not been 
disposed of within two months 
of the filing of the claims or 
where grant of refunds or 
giving effect to appellate 
orders, rectifications and re¬ 
visions have been unduly 
delayed can write to Mr T. P 
Jhunjhunwala, Secretary, Spe¬ 
cial Cell, Central Board of 
Direct Taxes, Room No. 147- 
D, North Block, New Delhi. 
The tax payers are required to 
give their names and addresses, 
permanent account numbers, 
designation and name of the 
Income-tax Officer, and the 
nature of the complaint. 

The creation of the cell 
is an added measure to im¬ 
prove the services to the 
tax-payers. Already Mr S. R 
Mehta, Chairman of the Cen¬ 
tral Board of Direct Taxes, is 
meeting the tax-payers on the 
first working day of every 
month in New Delhi without 
any prior appointment. Com¬ 
missioners of Income Tax are 
also meeting them on a speci¬ 
fied date every month. 

Foreign Account of Goa 
Residents 

The ministry of Finance has 
announced the withdrawal of 
the concessions which were 
available to the residents of 
Goa, Daman and Diu relating 
to their foreign exchange hold- 
dings. The residents of these 
areas were required to repa¬ 
triate to India pnly 50 percent 
of the balances declared by 
them. The remaining amount 
could be retained abroad and 
utilised with the prior approx a 1 
of the government of India or 
the Reserve Bank, for certain 
specified purposes. These con¬ 
cessions applied to persons of 
these areas who had declared 


their foreign currency balances 
by May 14, 1963 in pursuance 
of government of India noti¬ 
fication of that date. 

On a review of the matter 
the government has decided to 
withdraw these concessions 
forthwith. Accordingly, all 
those persons, who are holding 
foreign currency balances are 
now required to repatriate the 
amounts within three months 
from now. Exception will be 
made only in those cases where 
the Reserve Bank has specifically 
permitted holding of such 
foreign accounts. 

Revised Excise Rules 

SJProvision contained in the 
Central Excises and Salt Act, 
1944 (viz., Section 4) for deter¬ 
mination of value of excisable 
goods liable to duty ad valorem 
have been revised. The new 
rules provide for assessment 
of such goods on the basis of 
their normal price at which 
they are ordinarily sold by the 
assessee to a buyer in whole¬ 
sale trade for delivery at the 
time and place of removal, 
like the factory or the ware¬ 
house. These rules are applic¬ 
able where the buyer is not a 
related person and the price 
is the sole consideration for 
the sale. Rules for deter¬ 
mination of value on the basis 
of nearest equivalent of the 
normal price where the normal 
price is not ascertainable, 
have also been framed. The 
assessees arc required to file 
with the Assistant Collector 
of Central Excise concerned, 
fresh declaration in respect of 
their goods, trade discounts, 
etc. For details the assessees 
can contact the concerned 
Assistant Collector of Central 
Excise. 

Additional Sugar 
Released 

In order to check the rising 
trend in the prices of levy-free 
sugur, the govenmeni has 
decided to release immediately 
an additional quantity of 
10,000 tonnes of levy-free 
sugar for this month. This 
is in addition to the release of 
225,000 tonnes of levy sugar 
and 90,000 tonnes of levy-free 
sugar for the month of Sep¬ 
tember. The prices of levy 


free sugar had started rising 
in the month of August and 
to check increase, the govern¬ 
ment had earlier issued an 
additional quota of 10,000 , 
tonnes of levy-free sugar nearly j 
two weeks ago. This had ] 
resulted in decline of the 
prices of free market sugar. 

Indo-Czech joint 
Committee 

The sixth session of the 
Indo-Czechoslovak Joint Com¬ 
mittee for Economic, Trade and 
Technical Cooperation is being 
held in Prague. The union 
Commerce minister. Prof D.P. 
Chattopadhyaya, has led the 
Indian delegation to the meet¬ 
ing. Prof Chattopadhyaya, who 
is the co-Chairman of the 
Joint committee, led the 
Indian delegation during the 
last session of the Committee 
at Prague, last year. The Cze¬ 
choslovak delegation was then 
led by Mr Ing Andrej Barcak, 
minister of Foreign Trade of 
Czechoslovak Repulic. 

The Joint Committee dealt 
with many areas of coopera¬ 
tion between India and Czecho¬ 
slovakia such as cooperation 
in the field of industrial, trade 
and economic, in science and 
technology and in electronics. 
Detailed agenda for discuss¬ 
ions of these items were pre¬ 
pared and presented to the 
Czech side 

Cologne Fair 

This country has made a 
subtantial impact in the 
Men’s Fashion Week Fair 
held at Cologne in Federal 
Republic of Germany recently. 
The exhibits of the Indian 
firms attracted large number 
of foreign visitors and signi¬ 
ficant bookings of orders were 
secured- On-the-spot con¬ 
firmed bookings totalled Rs 
1.11 crores and additional 
orders awaiting confirmation 
were worth Rs 43 lakhs. 
Besides, many serious enquiries 
were also received which on 
materialisation would amount 
to Rs 70 lakhs. The popular 
items included Madras checks, 
crepe products, T-shirts and 
cambric. India was one of 
the 31 countries in this Fair 
which had 819 exhibitors 
including 361 foreign partici¬ 
pants. 28,9000 specialist buyers 
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from 56 countries visited the 
Fair. 

Power from Thermal 
Stations 

Twelve thermal power sta¬ 
tions in the country which 
recorded an output of over 
6,000 kwh per kilowatt 
of installed capacity during 
1974-75, have set for them¬ 
selves even higher targets for 
the current year. Indraprastha 
Power House in New Delhi, 
which has an installed capa¬ 
city of 282 MW, will strive to 
achieve a target of 1650 million 
kwh during the current year. 
Obra Extension, with installed 
capacity of 100 MW, which 
generated 651 million kwh 
during 1974-75, will generate 
695 million kwh this year. 
Ranusagar in Uttar Pradesh, 
which generated 899 million 
kwh in 1974-75, will generate 
1064 million kwh. Ahmedabad 
Electricity Company, which 
produced i33I million kwh in 
1974-75, will increase it to 
1350 million kwh this year. 
Other thermal stations which 
have already shown efficiency 
in functioning—Paras, Bhusa- 
wal and Parli in Maharashtra, 
Kothagudem and Hussain 
Sagar in Andhra Pradesh—will 
also increase their generation 
this year. 

Record Output 

Another 12 thermal stations 
recorded an output between 
5000 and 6000 kwh per kilowatt 
of installed capacity during 
1974-75. These stations will 
strive to step up their gene¬ 
ration to the level of 6000 
kwh per kilowatt of installed 
capacity. Hydel stations in the 
northern region generated 958 
million kwh in August this 
year, the western region 559 
million kwh, southern region 
1,264 million kwh and the 
eastern region 296 million 
kwh. 

The total availability of 
power in the country as a 
whole is estimated at 212 mil¬ 
lion units a day as against a 
demand of 224 million units 
a day. In view of good rains, 
there has been a marked im¬ 
provement in the level of 
hydel reservoirs. Bhakra gene¬ 
ration has been stepped up to 
20 million units a day. The 


hydel generation in Tamil 
Nadu has risen to 20 million 
units a day and in Maharashtra 
17 million units a day. Power 
suppy position during this 
month is distinctly better in 
all the states. 

Prices of Certified 
Seeds 

In pursuance of the vari¬ 
ous steps which the govern¬ 
ment has been considering 
to reduce the cost of quality 
inputs to the farmers. National 
Seeds Corporation has reduced 
the prices of certified seeds 
of paddy and wheat by 10 per 
cent with immediate effect. 
In the case of wheat, the price 
of seed has bern reduced by Rs 
30/- per quintal from Rs 320/- 
to Rs 290/- per quintal. Simi¬ 
larly in case of paddy the 
reduction is Rs 25 '- per quin¬ 
tal. The new price would be 
Rs 240/-per quintal as against 
Rs 265/-. The reduction in 
prices would help the farmers 
in getting high quality seeds 
at reasonable prices. The 
National Seeds Corporation, 
the primary producer of the 
high quality seeds, has been 
able to effect reduction in 
prices as a result of larger 
turn-over through increased 
propuction. The National 
Seeds Corporation has also 
decided to provide a ‘Money 
Back Guarantee, on the seeds 
marketed by them. The price 
would be refunded if the seed 
is found to be sub-standard in 
any respect. 

Sugar Output 

According to the Indian 
Suugar Mills Associotion the 
sugar production fh the month 
of July, 1975, the tenth month 
of the season 1974-75 was 
about 9,000 tonnes as against 
31,000 tonnes during the cor¬ 
responding period last season. 
This brings the total produc¬ 
tion during the first ten 
months of the season 1974-75 
to about 47,63,000 tonnes as 
against 38,89,000 tonnes dur¬ 
ing the corresponding period 
last year The off-take of sugar 
from factories during the 
month of July, 1975, was about 
335,000 tonnes for internal 
consumption and 77,000 ton¬ 
nes for exports as against 
about 260,000 tonnes for inter¬ 


nal consumption and 72.000 
tonnes for exports in the cor¬ 
responding period last season. 

The total despatches in the 
first ten months in 1974-75 
was 2,815,000 tonnes for inter¬ 
nal consumption and 680,000 
tonnes for export as against 
2,945, tonnes for internal con* 
sumption and 233,000 tonnes 
for exports during the cor¬ 
responding period last season. 
The total closing stock of sugar 
with the factories on July, 
31, 1975, was about 2,096,000 
tonnes as again t about 
1,452,000 tonnes on the same 
day last season. 

US Foodgrains Output 

The US Department of 
Agriculture released a new 
crop production report which 
shows estimates of grain pro¬ 
duction reduced somewhat from 
one month ago, due to lack of 
rain in the central states, but 
the report says that produc¬ 
tion of corn and wheat still 
should be at recorded levels 
this year. Depatrment eco¬ 
nomist Dawson Ahalt stated 
that this year's crop should 
be ten per cent above that in 
1974, and one per cent 
above the record 1973 
crop. Corn production 
this year now is estimated 
at a record 144 million 
metric tons. This is three per 
cent below the estimate given a 
month ago, but 22 per cent 
above corn production in 
1974. Wheat production, as 
in the last month’s estimate 
is given as a record 58 million 
tons. 

Assistant Secretary, Agri¬ 
culture for international 
Affairs and Commodity Pro¬ 
grammes, Richard Bell 
stated that the slight drop 
in expected com production 
will not significantly affect 
US ability to make even 
further sales of grain to the 
Soviet Union. 

Manufacture of Soda Ash 

In the guidlines for 1975- 
76 for industrial licensing it 
has been stated that as suffi¬ 
cient capacity for manufac¬ 
ture of soda ash has already 
been covered by issue of 
industrial licences/iettcrs of 
intent to take care of the 


demand by 1978-79, there is 
no scope for licensing ad¬ 
ditional capacity for this 
chemical. A review of the 
soda ash industry has shown 
that the progress made by 
the approved parties is slow* 
Also in view of the long 
gestation period of the indus¬ 
try, there is need for taking 
advance action for the sixth 
Plan requirements. 

Applications Invited 

The government has there¬ 
fore invited, applications for 
industrial licences under the 
Industries (Development & 
Regulation) Act 1951 from 
entrepreneurs who desire to 
establish plants for the manu¬ 
facture of soda ash. The 
applications should be ac¬ 
companied by feasibility stu¬ 
dies indicating among other 
things, the sources of lime 
stone, salt, water, coal, coke 
the effluent disposal scheme, 
connection with the railway 
line, transport arrangements 
etc. With a view to avoid 
transhipment of raw mate¬ 
rials and finished products 
from broad gauge to mete- 
gauge/narrow gauge and vice 
versa, location of new units 
on broad gauge would be pre¬ 
ferred. In the case of pro¬ 
posals on the Modified Solvay 
process, the source of ammo¬ 
nia supply and disposal of 
ammonium chloride should 
also be indicated in feasibili¬ 
ty study. Applications are 
required to be made in the 
appropriate form and sent 
to the ministry of Industry 
and Civil Supplies, Secretariat 
for Industrial Approval jfSIA 
Sectt.) within six months from 
now. 

NIDC 

The National Industrial 
Development Corporation 
Ltd., a Public Sector consul¬ 
tancy organisation has been 
appointed by the government 
of the Libyan Arab Republic to 
prapare the five year indus¬ 
tries development Plan of that 
country for the period 1976- 
80. The plan will not only 
evolve the strategy of deve¬ 
lopment and identincatibn of 
industrial fields, but will also 
laydown the comprehensive 
techno-economic parameters 
for individual projects. It 
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will examine the rationale for 
public and private investment 
and determine the time sche¬ 
dule for implementation. The 
corporation has been provid¬ 
ing consultancy services in a 
number of other countries, 
including Iran, Iraq, Tanzania, 
Nepal, Maldives and Guyana. 

The National Industrial 
Development Corporation Ltd. 
pioneered the efforts to export 
Indian consultancy services 
and technical know-how is also 
helping in the exports of know¬ 
how for (small-scale indust¬ 
ries. In view of the eminent 
position achieved by India 
in the fields of small-scale 
industries and their particular 
relevance to other developing 
countries, the NIDC has been 
endeavouring to introduce 
those concepts abroad. It 
has been appointed as Turn- 
Key Consultants for the es¬ 
tablishment of industrial 
estates on the Island of 
Zanzibar and at Dodoma in 
Tanzania. 

Export Orders 

A delegation from Zanzibar, 
consisting of Dr S.A. Monga, 
Chief Director, Zanzibar 
State Planning and Develop¬ 
ment Commission and Mr 
W. Daurado, Attorney-Gcne- 
rol of Zanzibar, visited this 
country recently. With the 
help of the NIDC, the dele¬ 
gation has placed orders 
valued at Rs 1.3 crorcs on 
Indian manufacturers for 
supply of know-how, machi¬ 
nery and plant for some of 
the units of the first indust¬ 
rial estate being establish¬ 
ed in Zanzibar. The Estate 
has been planned to ini¬ 
tially accommodate 23 
units for the production of a 
variety of items such as, soap, 
safety matches, vegetable oils, 
fruit processing, builders 
hardware, electrical fittings, 
etc. 

With the placement of 
the present and earlier orders 
totalling over Rs 1.8 crores, 
arrangements have been finali¬ 
sed for erection and commis¬ 
sioning of 14 of the 23 units 
from India. The government 
of Zanzibar intends to place 
orders for the remaining 
units also on Indian manu¬ 
facturers. The Zanzibar 
estate is expected to go into 
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operation in January 1976 
and will be an example of 
cooperation and sharing 
of technological experience 
among developing countries. 
Using the vast experienced 
gained by India in the 
Held of small-scale industries. 
Indian manufacturers have 
assured the Zanzibar autho¬ 
rities of their best effort to 
make the first industrial 
estate in that country a living 
reality within the shortest 
possible time. 

Bhatinda and Pan i pat 
Fertilizers 

The governments of Japan 
and India exchanged on 
September 12, notes concern¬ 
ing the Japanese Project 
Loan to India for the year 
1975-76 amounting to 10.9 
billion yen, equivalent to Rs 
31;41 crorcs at the current 
exchange rate. The notes 
were exchanged at the ministry 
of Foreign Affairs in Tokyo 
between Mr K. Kikuchi, 
Director-General of the Eco¬ 
nomic Co-operation Bureau, 
ministry of Foreign Affairs 
government of Japan, and 
Mr P. Johari, Charge d’ 
Affairs and minister, at the 
Indian Embassy in Tokyo on 
behalf of their respective 
governments. 

The loan will be extended 
by the Export-Import Bank 
of Japan to the government 
of India for financing foreign 
exchange requirements of the 
Bhatinda and Panip.it Fertili¬ 
zer Projects, for which project 
loans of 22 billion yen for the 
yearsl973-74 and 1974-75 have 
already been extended by the 
government of Japan. The 
project loan will be repayable 
over a period of 25 years in¬ 
cluding seven years grace 
period and will carry an in¬ 
terest rate of 4.0 per cent 
annum. 

Yen Credit 

The project loan has 
been extended to India in 
response to the requirements 
indicated by the government 
of India at the Aid India 
Consortium meeting in Paris 
ill June 1975 and is a part 
of the 15th Yen Credit. As 
the exchange of Notes con- 

a ing debt relief of 12.3 
on yen to India was made 
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on August 22, 1975, the 

total amount of the Japanese 
assistance to India under the 
15th Yen Credit for the year 
1975-76 reached 23.2 billion 
yen, equivalent to Rs 66.73 
crores at the current exchange 
rate, so far. 

The first major activity on 
the construction of the 
Panipat fertilizers project 
was initiated recently with 
the commencement of the 
railway siding work by 
the northern railways. The 
fertilizer project is proposed 
to be sited between Panipat 
and Diwana Railway Stations 
with Delhi-Ambala Railway 
Line on one side and Gohana- 
Panipat Railway Line on the 
other side. Mr D. C. H. 
Mathur, Chief Engineer 
(Construction) Norther Ral- 
way assured the National Ferti¬ 
lizers Limited that the 
railway authorities would 
make all efforts to cemplete 
the work by early March next 
year. He said that this work 
was being given top priority in 
view of the important role that 
the Panipat Fertilizer Project 
is going to play in increasing 
food production in the coun¬ 
try. 

AFC Assistance 

The Agricultural Finance 
Corporation Limited has for¬ 
mulated for the Poona Pearls, 
an innovative poultry project. 
This project aims at return 
of chicks on commercial 
basis for producing table- 
birds and eggs. The project 
with an outlay of Rs 65 lakhs 
is being financed by the Bank 
of Baroda and Bank of Maha¬ 
rashtra and is under imple¬ 
mentation near Poona. The 
Poona Pearls is now setting 
up associate hatcheries all 
over the country to produce 
commercial chicks. The latest 
hatchery to be set up would 
be by the Tamil Nadu Poul¬ 
try Development Corporation 
which would be appraised 
by the AFC befor bank 
finance is made available. 

Raipur District of Madhya 
Pradesh would be one of the 
first districts in the state to 
set up a mechanical compost 
plant to make use of. the 
urban waste collected by the 
municipality. The city refuse 


which wilt be converted into 
compost will help in stepping 
up of agricultural production 
in the belt area around Raipur 
district. This decision is the 
outcome of the Project Re¬ 
port prepared by the Aricul- 
tural Finanse Corporation for 
the Raipur municipality. The 
Raipur municipality may be¬ 
come eligible for getting 
government of India subsidy 
to the extent of 33 per cent 
of the total project cost which 
comes to about Rs 70 lakhs. 
The rest of the amount will 
come from the Municipal 
Corporation’s own fund and 
that of the state government 
as also from the commercial 
banks. 

Cost Accountancy 

At a press conference in 
capital, Mt M Sreenivasa Rao, 
president of the Institute of 
Cost and Works Accountants, 
stated th t the Institute had 
offered its services to the 
minister of Industry and Civil 
Supplies for marking a special 
study of the distribution costs 
in certain areas. The objective 
of this study would be to 
analyze the structure of distri¬ 
bution costs in various opera¬ 
tions and suggest methods to 
reduce the same. 

A delegation of the cost 
accountants led by Mr Rao 
also met the prime minister 
recently and offered its services 
for bringing down the consu¬ 
mer prices. The delegation 
requested the prime minister 
to make it obligatory to all 
industries having a paid-up 
capital of Rs 25 lakhs or a 
turnover of a crore of rupees 
to have a qualified cost 
accountant on their staff. 

The Institute had been 
requested by Mr T A Pai, the 
minister of Industry and 
Civil Supplies, to examine and 
suggest ways and means of 
reducing the distribution cost 
of Hems of mass consumption 
and, as a first step, it had been 
asked to undertake the working 
of the Super Bazars in the 
Delhi metropolitan area. 

It may be stated here that 
the government has made the 
maintenance of cost accounting 
records compulsory for 17 
industries with a view to follo¬ 
wing uniform systems of cost 


determination. These industries 
are : cycle industry, cement 
industry, automobile battery 
industry, tyre and tube indus¬ 
try. tractor industry, motor 
vehicles industry, room air- 
conditioner industry, refri¬ 
gerator industry, electric lamp 
industry, electric fan industry, 
caustic soda industry, electric 
motors industry, aluminium 
industry, sugar industry, jute 
industrypaper industry and 
baby food industry. 

In the view of the presi¬ 
dent of the Institute of 
Cost and Works Accoun¬ 
tants of India, the industries 
where cost accounting records 
and cost audit are likely to be 
introduced are : textiles indus¬ 
try, dyes industry, man-made 
fibre industry and sulphuric 
acid industry- 

Training Programme 

The Institute is reported to 
have undertaken an ambitious 
programme of training the 
people engaged in finance, 
accounting and other control 
activities. It has also a full- 
fledged directorate of research 
at Calcutta engaged in various 
research projects including 
inflation-accouning, in co¬ 
operation with other national 
bodies such as the Institute of 
Chartered Accountants of 
India, the Institute of Company 
Secretaries of India, National 
Productivity Counci I, Regional 
Productivity Councils, Schools 
of Business Management, and 
various other institutions, a 
number of projects are cur¬ 
rently being worked out. 

The 18th Ail India Cost 
Conference will be held in the 
capital early next year. It will 
be hosted by the Northern 
India Regional Council of the 
Institute of Cost and Works 
Accountants of India. Hie 
theme of the conference will be 
“Socialism, Productivity and 
Accounting.” 

Names in the News 

Prof. C.S. Mahadevan has 
been appointed as the Editor 
of ibt Kisan World , an agrteul- 
ral monthly from Madias. The 
appointment was made by 
Mr N. Mahalmgam* Chair* 
man, Saktki Sugars Ltd, and 
Hony* Managing Edita* of 
the Journal. 
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COMPANY 

AFFAIRS 


Titaghur Paper 

The directors of Titaghur 
Paper Mills Company Limited 
have in their annual report 
shown a profit of Rs 6.44 cro- 
res after charging all expenses 
but before depreciation. A 
sum of Rs 53.26 lakhs has 
been paid for depreciation, 
and another sum of Rs 4.15 
crores for taxation and a sum 
of Rs 40 lakhs has been trans¬ 
ferred to statutory develop¬ 
ment rebate reserve. An 
amount of Rs 132.80 lakhs has 
been transferred to gene¬ 
ral reserve. The directors 
have proposed the payment of 
dividend for the year ended 
March 31, 1975 on the first 
preference ordinary shares at 
the rate of 13 per cent per 
annum. 

Output Increase 

The working of the com¬ 
pany has shown substantial 
improvement during the year 
ended March 31, 1975. Total 
output of paper increased 
from 80,622 tonnes during 
the year under review. The 
directors have revealed that 
despite higher sale realization 
an advantage was partly lost 
due to this rising cost of 
materials and stores. Subs¬ 
tantial increase in railway 
freight from the middle of 
1974 has been another major 
factor towards increase in the 
cost of basic raw materials. 

As indicated in, the report 
last year, the Caustic Soda- 
Chlorine Plant has been com¬ 
missioned towards the end of 
the year under review and its 
performance has been satis¬ 
factory. The benefit will be 
reflected in the current year's 
working. The continuous dige¬ 
ster at Kankinara was also 
commissioned. The initial 
teething trouble and problems 
encountered during commis¬ 
sioning are being sorted out. 


The other renovation pro¬ 
grammes which have been un¬ 
der implementation for im¬ 
proving the operating efficiency 
of the existing plant and equip¬ 
ment are progressing satisfac¬ 
torily. 

In the expansion and 
modernisation scheme some 
items under the crash pro¬ 
gramme have been implemen¬ 
ted. Out of the balance, ex¬ 
cepting a few items, the others 
are expected to be completed 
before the end of this year. As 
a result of the implementation 
of the crash programme the 
installed capacity in each of 
the three units of the company 
has increased. Some equip¬ 
ment has been installed but it 
has not been possible for them 
to be commissioned due to the 
non-availability of power. 
Negotiations arc in progress 
with the state government for 
additional power supply in 
order to commission the plant 
and equipment already instal¬ 
led. The availability of ad¬ 
ditional power will also help 
in expeditious completion of 
the balance project. 

Jayshree Chemicals 

Sales of Jayshree Chemi¬ 
cals have increased during the 
year ended March 1975 from 
Rs 3.01 crores to Rs 3.86 cro¬ 
res and the gross profit in¬ 
creased from Rs 69.56 lakhs to 
Rs 120.07 lakhs. After pro¬ 
viding Rs 85.26 lakhs a sur¬ 
plus of Rs 60.57 lakhs has 
been carried forward. Since 
under the provision of the 
Dividend Act arrears of divi¬ 
dends on redeemable cumu¬ 
lative preference shares can 
not be paid out of the year's 
profits, the directors have deci¬ 
ded not to recommend any 
dividend* The production of 
caustic soda was 16,741 ton¬ 
nes. It could have been higher 
but for power shortage. A letter 
of intent has been received to 


expand the capacity of caustic 
soda from 50 tonnes to 125 
tonnes a day. 

United Commercial 
Bank 

United Commercial Bank 
established in 1943 had 351 
branches at the time of nation¬ 
alisation. Since the national¬ 
isation till the end of 1974 it 
had around 382 branches. It 
is significant to note that 
rural branches which at the 
time of nationalisation were 
50 have increased to 280. 
Similarly some urban bran¬ 
ches have increased from 121 
to 191. 

During the six years from 
January 1, 1969 to December 
31, 1974 the deposits of the 
bank have increased from Rs 
240.58 crores to Rs 542.07 cro¬ 
res. Advances and bills have 
increased from Rs 144 crores 
to Rs 370.55 crores. The 
bank has played a significant 
role in providing credit to 
priority sector. At the time 
of nationalisation such advan¬ 
ces were hardly around Rs 14 
crores. Since nationalisation to 
the end of 1974 the increase 
in credit to priority sector was 
about Rs 100 crores. 

Rise in Gross Earning 

During the year 1974 the 
United Commercial Bank re¬ 
corded an increase in gross 
earnings by Rs 14.96 crores. 
However, due to increased cost 
of interest on deposits net pro¬ 
fit of the bank increased by 
only Rs 10.83 lakhs from 
Rs 180.68 lakhs last year to 
Rs 191.51 lakhs during the year 
under review. Out of the profit 
a sum of Rs 45 lakhs has been 
transferred to reserve fund. 
After providing Rs 100 lakhs 
payment of bonus to staff for 
the year 1974, the balance of 
Rs 46.51 lakhs has been trans¬ 
ferred to die central govern¬ 


ment in terms of Section 10(7) 
of the Banking Companies 
(Acquisition aud Transfer of 
Undertakings) Act, 1970. 

The bank has drawn up 
several schemes, particularly 
for the agricultural sector in 
various parts of the country 
and has been financing the 
farmers directly under such 
schemes. Indirectly also it 
has helped agricultural sector 
by lending to electricity boards 
for carrying electricity to vil¬ 
lages for energising pump-sets. 
Out of a total of nearly 69,000 
agricultural advances accounts, 
32,000 accounts are those of 
farmers whose land holdings 
arc Jess than five acres. 

The bank is having six 
branches outside India—three 
in Singapore, two in Hong 
Kong and one in London. It 
has a programme tb open dur¬ 
ing 1975 two more branches 
in Hong Kong and one in 
London. All of its foreign 
branches have been showing 
satisfactory progress year after 
year and making significant 
contribution to the overall 
operating results of the bank. 

New Central Jute Mills 

New Central Jute Mills has 
reported incresed sales from 
Rs 22.59 crores in 1973-74 to 
Rs 27.26 crores in 1974-75. It 
has earned a gross profit of 
Rs 214.68 lakhs against a loss 
of Rs "56.21 lakhs in the pre¬ 
vious year.After provisions and 
adjustments a balance of Rs 
10.51 lakhs has been carried 
forward. All the arrears of 
depriciation and development 
rebate have been provided for. 
No dividend has been declared 
in terms of the Divident Act. 

Production of jute goods 
was lower at 41.792 tonnes 
against 44,230 tonnes. Pro¬ 
duction could have been higher 
but for power cut and indus¬ 
try-wide strike in Junuary- 
February 1975. The company 
has already installed generating 
sets and some more diesel 
generating capacity will be 
added in the current year. 
Exports have risen from Rs 
11.1 crores to Rs 18.1 crores. 
With the shortage of raw jute 
coupled with inability to sell 
its production in the world 
markets the current year will 
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be very difficult for the jute in¬ 
dustry. The chemicals division 
made a handsome contribution 
to the company's profits des¬ 
pite lower production. 

Hindustan Wires 

Hindustan Wires has skip¬ 
ped divided for the year ended 
March 1975. The company 
had paid six per cent for 1973- 
74. While sales excluding 
processing charges are down 
by nine per cent to Rs 7.02 
crores from Rs 7.77 crores in 
1973-74, the gross profit has 
declined from Rs 79.51 lakhs 
to Rs 38.68 lakhs. The sharp 
decline in profitability is attri¬ 
buted to the steep rise in costs 
resulting mainly from the in¬ 
crease in prices of raw mate¬ 
rials such as zinc and lead, in¬ 
adequate power supply and 
financial stringency. After 
providing for depreciation Rs 

20.44 lakhs, for development 
rebate reserve Rs 70.000, for 
gratuity Rs 1.24 lakhs, and 
for taxation Rs 9 lakhs, the 
distributable profits are not 
sfficicnt to pay even the pre¬ 
ference dividend. The outlook 
for the current year is by no 
means heartening. Calcutta 
and Faridabad factories are 
still facing power shortage and 
prices of finished goods are 
not picking up despite arise 
in costs. 

India Steamship 

India Steamship Co., has 
shown encouraging results for 
the year ended March 1975 
with a 57 per cent, increase in 
freight earnings, from Rs 19.78 
crores to Rs 30.80 crores. Gross 
profits increased from Rs 5.09 
crores to Rs 10.68 crores. An 
equity divident of Rs 1.20 per 
share will absorb Rs 59.40 
lakhs. The management feels 
that the current year will be 
of severe strain and difficulty 
on account of the serious 
depression in the freight 
market. 

Hindustan Motors 

Hindustan Motors Limited 
has suffered a net loss of Rs 

26.44 lakhs on revenue account, 
after wiping off a carry forward 
of credit balance of Rs 3.35 
lakhs and writing back gratuity 
provision amounting to Rs 
§3.77 lakhs which was no longer 
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beneficial to the company in 
view of the changes in the 
Income Tax Act. Develop¬ 
ment rebate reserve no longer 
required, amounted to Rs 
242.24 lakhs, has also been cre¬ 
dited to the account and the 
provision for depreciation (o 
the tune of Rs 359 lakhs has 
not been made for ihe year. No 
provision against the liability 
for future payment of gratuity 
has been made and the same 
will be accounted for as and 
when paid. 

Lower Sales 

During the year under review 
sales were lower on Rs 71.5 
crores and the production of 
cars was 15,557 units and that 
of trucks 1645 units. The pro¬ 
duction of earthmoving equip¬ 
ment and other engineering 
products, increased during the 
year in comparison with the 
previous year. The output of 
shovels went up to 39 units, 
dumpers to 97 units and front- 
end loaders to 30 units. The 
production of crawler tractor 
was commenced and the out¬ 
put thereof during the year was 
three units. The production of 
cranes and presses was main¬ 
tained. On May 28, 1975 the 
company introduced Ambassa¬ 
dor Mark 3 car with a new look 
and vastly improved perfor¬ 
mance. 

The union government de¬ 
controlled car prices from 
January, 1975 in view of the 
sagging demand at the existing 
controlled prices and conti¬ 
nuously rising costs. Cars have 
become a luxury item for the 
purpose of taxation. By the 
same logic prices of petrol has 
been fixed by the government 
at a very high level. This has 
resulted in removal of many 
car users from the market. 
What may be good for the 
country as a whole by way of 
policy has proved to be a cat¬ 
astrophe for the company. 

The central government has 
only cut down the excise duty 
on cars to be used as taxis bv 
50 per cent on May 23, 1975. 
But as the taxi owner finds it 
difficult to earn adequate profit 
because of the high operational 
costs, a large number of taxis 
have been driven off the roads. 
Thus the relief in excise duty 


provided to the taxi permit 
holders will have very little 
effect in reviving the demand 
for motor cars. The West 
Bengal government, however, 
took a bold step and issued an 
ordinance on June 11, 1975 
reducing the sales tax on car 
from 15 per cent to seven per 
cent and scrapping the sur¬ 
charge of 10 per cent on sales tax. 
This is surely a welcome step 
and the directors of the com¬ 
pany greatly appreciate the 
move. But this alone would 
not deliver the goods unless it 
is accompanied by other steps. 
It is hoped that the govern¬ 
ment would take such other 
steps as may be necessary in 
reviving the sales of vehicles. 

Production of 28,()00 cars 
achieved in 1973-74, appears to 
be a distant target with present 
price of petrol. The market 
has apparently shrunk for a 
long period to come. In view 
of reduced production, the 
directors are taking effective 
steps to reduce costs in align¬ 
ment with a production prog¬ 
ramme of 10,000 to 12,000 
cars. 

Popularity Gained 

The company's mini-buses 
have gained popularity in the 
market. Other commercial 
vehicles have withstood stiff 
operating tests and arc gain¬ 
ing consumer acceptance. Te¬ 
chnical snugs have been over¬ 
come to the satisfaction of the 
company's domestic as well 
as foreign buyers. The market¬ 
ing strategy of the company is 
being changed to suit the tech¬ 
nical specification of our vehi¬ 
cles. Steps have also been taken 
to improve after-sales service. 

The action of the directors 
in diversifying to earthmoving 
equipment has come to the 
help of the company. The 
turnover at the company’s 
Tiruvellorc plant went up by 
over 100 per cent despite a 
very tight money market for 
buyers. The company’s pro¬ 
ducts have been well received 
in the market. The import 
substitution programme is on 
schedule. It is proposed to 
widen the range of the activi¬ 
ties of this plant to suit the 
national needs in view of heavy 
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investment programmesinmin- 
ing development and public 
construction works. 

Capital and Bonus Issuas 

Consent has been granted to 
following companies to raise 
capital. 

The details are as follows : 

M/s Tractor Engineers Ltd, 
have been accorded consent 
valid for three months to 
capitalise Rs. 25 lakhs out of 
its general reserve am.’ issue 
fully paid equity shares of 
Rs. 1000 each as bonus shares 
in the ratio of live bonus shares 
for every 12 fully paid equity 
shares held. 

M/s, J.WL, Mori son. Son & 
Jones (India) Limited, Banga¬ 
lore, have been granted consent 
valid for 12 months for issue of 
capital of the value of Rs 
67 50,240, in equity shares of 
Rs. 10 each to be issued to the 
former shareholders of M/s 
Smith & Nephew (India) 
Limited in terms of and in 
accordance with the scheme of 
amalgamation as approved by 
the High Courts of Bombay 
and Karnataka. 

M/s, Western India Match 
Company Limited, a public 
company having a paid up capi¬ 
tal of Rs 495 lakhs, has been 
accordaed consent for isue of 
further capital of Rs. 125 lakhs 
divided into 1,25,000 equity 
shares of Rs. 100 each credited 
as fully paid to the share¬ 
holders of the Assam Match 
Company Limited in terms of 
and in accordance with the 
scheme of amalgamation of the 
latter with the WIMCO ap¬ 
proved by the High Court of 
Judicature at Bombay. The 
consent order in valid for 12 
months only. 


M/s Mysore Power Corpo¬ 
ration Limited, Bangalore have 
been accorded consent valid 
for 12 months for issue of 
61 per cent debentures of the 
nominal value of Rs. 7.50 crores 
to be issued at a price of Rs. 
of Rs. 7.50 crores to be issued 
at a price of R$. 98.85 per cent. 
The object of the issue is to 
augment the resources of the 
company. 

M/s Gordon WoodrofXe A 
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Company (Madras) Ltd., Mad¬ 
ras, has been accorded consent* 
valid for three months, to 
capitalise Rs 11,55,000 out 
of its general recserve and issue 
fhlly paid equity shares of 
Rs. 10 each as bonus share in 
the ratio of one bonus share for 
every one equity share held. 

M/s Upper Doab Sugar Mills 
Limited, has been accorded 
consent, valid for three months, 
to capitalise Rs. 14,28,500 out 
of its general reserve and issue 
fully paid equity shares of Rs. 
100 each as bonus shares in 
the ratio of the bonus share for 
every seven equity shares held. 

M/s Wanson (India) Pvt, Ltd. 
Poona, has been accorded con¬ 
sent, valid for three months, 
to capitalise a sum of Rs. 
7,00,000 from their general 
reserve and utilise the same as 
under : 

Rs. 3,02,000 in issuing 3020 
fully paid equity shares of Rs 
100 each as bonus shares in 
the proportion of 1 : 1 in res¬ 
pect of 3020 fully paide quity 
shares. 

Rs. 99,600 in making the 
existing4980 partly-paid equity 
shares of Rs 100 each, Rs. 
80 per share paid up, as fully 
paid up. 

Rs. 2,98,800 in issuing fully 
paid equity shares of Rs.100 
each as bonus shares in 
the proportion of 3 : 5 in res¬ 
pect of 4980 fully paid equity 
shares referred to above. 

M/s, Shimoga Steels Limited, 
has communicated to govern¬ 
ment its proposcls to issue 
capital under clause (5) of the 
Capital Issues (Exemption) 
Order, 1969 of the value of 
Rs 50 lakhs (inclusive of the 
capital already raised) divided 
into 4,25,000 equity shares of 
Rs 10 each and 7,500, 11 per 
cent redeemable cumulative 
pref. shares of Rs 100 each, 
for cash at par, out of which 
Rs 22 lakhs in equity and Rs 
five lakhs in reference shares 
will be offered to the public for 
subscription by prospectus. 

M/a Cable Corporation of 
India Limited, Bombay, has 
been accorded consent, valid 
for three months, to capitalise 
Rs 1.60 crores out of its general 
reserve and issue fully paid 
equity shares ofRs 100 each 


as bonus shares in the ratio of 
one bonus share for every one 
equity share held. 

M/s Tajir (Private) Limited, 
has been accorded consent, 
valid for three months, to 
capitalise Rs 32,000 out of its 
general reserve and issue fully 
paid equity shares of Rs 500 
each as bonur shares in the 
ratio of one bonus share for 
every ten equity shares held. 

M/s Ambica Mills Limited, 
Ahmedabad, has been accord¬ 
ed consent, valid for three 
months, to capitalise Rs 
2,72,03,600 out of its general 
reserve and issue fully paid 
equity shares of Rs 100 each 
as bonus share in the ratio of 
one bonus share for every one 
equity share held. 

M/s General Equipment 
Merchants Limited, New Delhi, 
has been granted consent, 
valid for a period of three 
months, for capitalisation of 
an amount of Rs 75,000 from 
out of the free reserve for 
consolidation of the exiting 
22,500 ordinary shares of Rs 10 
each and 25,000 deferred shares 
of Rs one each into single class 
of new 32,500 equity share , of 
Rs 10 each fully paid and 
these shall be allotted to the 
existing (both type of share¬ 
holders) in terms of and in 
accordance with the re-organi¬ 
sation scheme approved by the 
High Court of Delhi. 

M/s Thirumbadi Rubber Co. 
Limited, has been accorded 
consent, valid for three 
months, to capitalise Rs 
3,66,120 out of its general 
reserve and issue fully paid 
equity shares of Rs one each 
as bonus shares in the ratio of 
two bonus shares for every 
figve equity shares held. 

Kirloskar Pneumatic Com¬ 
pany Limited, Pune, have been 
granted consent valivi for 12 
months, for the issue of J 6360 
equity shares of Rs 10 each to 
be issued at a premium of Rs 
seven per share to M/s Indus¬ 
trial Credit Investment Cor¬ 
poration of India in conver¬ 
sion of a part of loan advan¬ 
ced by them to the company. 

Premier Auto Electric Limi¬ 
ted, a Section 43A deemed 
public company having a paid 
up capital of Rs 15 lakhs has 


been accorded consent to issue 
further capital of Rs 5 lakhs, 
all in equity shares of Rs 100 
each as rights shares. The 
proceeds will be utilised for 
financing new fuel injections 
services to be introduced by 
the company. The consent is 
valid for 12 months only. 

Vijaya Komar Mills Limit¬ 
ed, have been accorded con¬ 
sent, valid for three month's 
to capitalise Rs 22 lakhs out 
of its general reserve and issue 
fully paid equity shares of Rs 
100 each as bonus shares in 
the ratio of one bonus shacr 
for every one equity share 
held. 

Commercial Ahmedabad 
Mills Company Ltd, Abmeda- 
bad, ha\ c been accorded con¬ 
sent, vaild for three months to 
capitalise Rs 12.99 lakhs out 
of its general reserve and issue 
fully paid equity shares of Rs 
250 each as bonus shares in the 
ratio of one bonus share for 
every four equity shares held. 

Dew an Bahadur Ramgopal 
Mills Limited, have been ac¬ 
corded consent, valid for three 
months, to capitalise Rs 12 
lakhs out of its general reserve 
and issue fully paid equity 
shares of Rs 100 each as bonus 
shares in the ratio of two 
bonus shares in the ratio of 
every three equity shares held. 

Indian Schering Limited, 
Bombay, have been accorded 
consent, valid for three months 
to capitalise Rs 6 lakhs out of 
its general reserve and issue 
fully paid equity shares of Rs 
100 each as bonus shares in 
the ratio of one bonus share 
for every equity share held. 

Pal la van Engineering Cor¬ 
poration Limited, a public 
limited company having a 
paid up capital of Rs 29.09 
lakhs has been accorded con¬ 
sent for issue of eight per cent 
convertible debentures of Rs 
13.98 lakhs for cash at par, to 
its present and future emplo¬ 
yees. The consent order is 
valid for 12 months only. 

Tamilnadu Industrial Deve¬ 
lopment Corporation Limited, a 

public company having a paid 
up capital ofRs 1191.74 lakhs 
has been accorded consent for 
issue of Rs 100 lakhs (with 


permission to retain additional 
subscription to the extent of 
10 per cent of the notified 
amount) in debentures of 
Rs 1000 each carrying interest 
6-1/4 per cent per annum for 
cash to the public at an issue 
price of Rs 98.85 per cent. 
The period of the debentures 
will be 10 years. The proceeds 
will be utilised for augmenting 
the resources for the finance 
of the corporation. The 
consent is valid for 12 months 
only. 

Karnataka Oxygen Limited, 
Bangalore, has communicated 
to government of its propo¬ 
sals to issue capital under 
Clause 5 of the Capital Issues 
(Exemption) Order, 1969 for 
Rs 80 lakhs in equity shares 
of Rs 10 each to meet 
part of finance required to set 
up plant for producing oxy¬ 
gen, nitrogen and dissolved 
acetylene. 

Travancore Chemical and 
Manufacturing Company Limi¬ 
ted, nave been accorded con¬ 
sent, valid for three months, 
to capitalise Rs 25 lakhs out 
of its general reserve and 
issue fully paid equity shares 
of Rs 10 each as bonus shares 
in the ratio of one bonus 
share for every two equity 
shares held. 

Hein/. Lehmann (India) Limi¬ 
ted. Calcutta, have been ac¬ 
corded consent, vaild for three 
months, to capitalise Rs 7.50 
lakhs out of its general re¬ 
serve and issue fully paid 
equity shares of Rs 10 each 
as bonus shares in the ratio 
of one bonus share for every 
four equity shares held. 

Sundaram-Abcx Limited, 
Madras, a public limited com¬ 
pany registered in the state 
of Tamilnadu has been accor¬ 
ded consent for issue of capi¬ 
tal of Rs 52.50 lakhs in equity 
shares of Rs 10 each, for cash 
at par, as to Rs 22,50 lakhs 
to M/s. Abdx Corporation. 
USA and Rs 30 lakhs to the 
general public by a prospectus. 
The proceeds will be utilised 
for financing a pan of the 
cost of the project for the 
manufacturing of organic 
automotive non-automotive 
and industrial friction mate¬ 
rials. The consent order is 
valid for 12 months only. 
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RECORDS 

AND _ 

statistics 


Reserve Bank 
report for 
1974-75 

The central fact which emer¬ 
ges from an assessment of the 
Indian economy's performance 
in 1974-75 is the restoration 
of a measure of balance bet¬ 
ween the supply and demand 
conditions. With this progress 
towards normalcy, the out¬ 
look for growth in 1975-76 is 
quite bright: barring unfore¬ 
seen events, it should be pos¬ 
sible to attain a growth of 
five or six per cent in 1975-76 
against the background of re¬ 
lative price stability. This 
sums up the assessment of the 
growth prospects in 1975-76 
made in the Annual Report 
of the Central Board of Direc¬ 
tors of the Reserve Bank of 
India for the year ended June 
1975. l»i support of this as¬ 
sessment, the report refers to 
the following factors: 

Significant Improvement 

The industrial sector is 
geared to achieve a higher 
growth rate thanks to the re¬ 
covery staged in infrastruc¬ 
ture industries. 1 he power 
situation in many states has 
shown a significant improve¬ 
ment and this, coupled with 
the easing of transport bottle¬ 
necks, should promote better 
capacity utilisation. 

Timely rains have also 
^brightened the prospects for a 
gbod kharif crop; adequate 
availability of other agricul¬ 
tural inputs such as fertilisers 


and seeds has reinforced this 
prospect. 

The Plan outlay for 1975- 
76 has been raised by 23 per 
cent to Rs 5,978 crores; since 
generally public sector in\est- 
ment sets the pace for private 
investment, such a significant 
step-up in outlay should have 
a salutary impact on private 
sector investment. 

The declaration of cmer- 
nency on June 26, 1975 and 
the new economic programme 
announced on July 1, 1975 
have imparted a new sense of 
direction to the economy. 
This is reflected in the crea¬ 
tion of harmony in industrial 
relations and also in the re¬ 
vival, to some extent, of the 
otherwise depressed capital 
market. 

Liquidation of Debts 

In the rural sector, mea¬ 
sures relating to liquidation 
of rural indebtedness with a 
moratorium on recovery of 
debt, effective implementation 
of land ceilings, improvement 
in the conditions of landless 
labourers might provide the 
necessary environment for at¬ 
taining higher agricultural 
production. 

The impact of the emer¬ 
gency is more pronounced on 
the price situation consequent 
on effective measures taken 
against hoarding and smuggl¬ 
ing. Wholesale prices witnes¬ 
sed a decline of one per cent 
between June 28 and July 19, 
1975; in the corresponding 
period of 1974, prices had ac¬ 
tually recorded an increase of 
2.4 per cent. More impor¬ 
tantly, the index number of 
wholesale prices on July 19, 
1975 was lower by 2.7 per 
cent as compared to the level 
a year ago. This element of 


price stability is likely to be 
sustained in view of the pro¬ 
grammes of procurement and 
import of foodgrains envisag¬ 
ed for 1975-76 with a view to 
maintaining the public distri¬ 
bution system as also the 
building up of buffer stocks. 

Both monetary and fiscal 
policies would continue to be 
geared to demand manage¬ 
ment. 

Outlook for Exports 

The outlook for exports, 
according to the annual re¬ 
port, is fairly clear: with the 
cooline off of the world com¬ 
modity boom, it will be unrea¬ 
listic to expect the export 
buoyancy experienced in 1974- 

75 to repeat itself in 1975-76. 
It is true that the industrial 
countries are expected to be¬ 
gin recovering from recession 
during the latter half of 1975, 
but this factor alone is unlike¬ 
ly to have any significant im¬ 
pact on Indian exports. The 
report, therefore, emphasises 
that special measures will be 
needed if the minimum annual 
rate envisaged of export 
growth of eight to 10 per cent 
(in terms of volume) is to be 
achieved. It is, of course, 
noted that some measures 
like improved arrangements 
for supply of inputs of export 
production and simplifying 
procedures for import licences 
have already been taken to 
boost exports. 

A marginal rise in import 
payments is not unlikely, 
not withstanding the recent 
casing of the world prices 
of foodgrains and fertilisers. 
Oil prices may slay stable, 
if not witness a marginal 
rise. On the whole, there¬ 
fore, the trade deficit in 1975- 

76 may widen somewhat and 
the foreign resources gap may 
turn out to be about as large 
as in 1974-75. The outlook 
for foreign aid appears bright; 
besides availability from IMF 
under the ‘Oil Facility’, total 
pledges of commitments by 
Aid-India Consortium amount 
to Jl,775 million. Disburse¬ 
ments from the Consortium 
pipeline are also likely to be 
relatively higher. Thus avail¬ 
ability of foreign resources 


may not prove to be a cons¬ 
traint on growth in 1975-76. 

Turning to medium-term 
growth prospects, the annual 
report points out that, as the 
recent trend in savings and 
investment in real term has 
been disappointing, the cen¬ 
tral problem in the coming 
years would be one of raising 
the level of aggregate invest¬ 
ment, without at the same 
time reducing the effectiveness 
of anti-inflationary policies. 
This involves further streng¬ 
thening resource mobilisation 
efforts on the one hand, and 
enlarging investment in core 
sectors, like agriculture and 
agriculture-related industries 
fuel and power, and export 
sectors on the other. It is 
possible for the public sector 
to set the tone for overall in¬ 
vestment by giving impetus in 
respect of such investments 
both through direct participa¬ 
tion and adoption of policies 
designed to promote larger in¬ 
vestments and better capacity 
utilisation in the private sec¬ 
tor. Given such a policy-mix 
and the sustenance of the pre¬ 
sent sense of discipline, it 
should not be difficult to en¬ 
sure a sustained annua) growth 
of 5*5 per cent in the remain¬ 
ing years of the Fifth Plan. 

Good Prospects 

The annual report, how¬ 
ever, hastens to emphasise 
the fact that medium-term 
growth prospects arc encoura¬ 
ging should not be construed 
to mean that there is scope 
for relaxing the present restric¬ 
tionary monetary and credit 
policies. To quote: 

“If the twin objectives of 
containing inflation and pro¬ 
moting balance of payments 
viability are to be achieved, 
the apparatus of monetary and 
fiscal discipline so assidously 
built up in 1974-75 needs to 
be maintained. This implies 
that in teams of fiscal mea¬ 
sures the accent will have to 
be on cutting down unproduc¬ 
tive and unnecessary expendi¬ 
ture. A good loginning to¬ 
wards economy in expenditure 
has already been made which 
needs to be sustained. The 
emphasis will have to be tilted 
in favour of productive and 
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income-yielding expenditure. 

[n terms of monetary manage¬ 
ment, this implies further shar¬ 
pening of the tools of credit 
planning designed to deploy 
credit to priority and produc¬ 
tive sectors. It is only such 
an approach whereby fiscal 
and monetary restraint rein¬ 
force each other that pan pro¬ 
vide a degree of price stabi¬ 
lity”. 

Income , output and supplies: 
National Income (at 1960-61 
prices) increased by 3.1 per 
cent in 1973-74; this was in 
contrast to an actual decline 
of 0.9 per cent in 1972-73. Al¬ 
though no estimates of Nation¬ 
al Income are as yet available 
for 1974-75, it appears that 
national income would have 
recorded a growth of about two 
per cent. This is admittedly 
disappointing when compared 
with the growth rate of 5.5 per 
cent (annual average) envisaged 
in the. fifth Plan; it does not 
even compare favourably with 
the three per cent growth 
achieved in the previous year, 
But its significance consists in 
the continuation of a positive 
rate of growth for the second 
year in succession and there¬ 
by imparting an clement of 
stability to the economy, which 
was distracted from its normal 
growth path during the two 
earlier years primarily by pro¬ 
blems caused by natural dis¬ 
asters. 

Setback In Agriculture 

The deceleration in the 
growth rate of National In¬ 
come is again attributable to 
the setback suffered by the 
agricultural sector. Although 
the performance in respect of 
foodgrains production was 
somewhat reassuring, it 
appears that the ag¬ 
gregate farm output would 
show a marginal decline, due 
primarily to a precipitive fall 
m the output of raw jute and 
to a certain extent decline in 
oilseeds. The system of pub¬ 
lic distribution of foodgrains 
was under considerable pres¬ 
sure during 1974-75, reflecting 
lower availability of foodgrains 
as a result of near constancy 
of domestic production and 
more importantly inadequacy 
of procurement. 

The performance of the 


industrial sector was some 
what better. Although the 
actual growth rate of 
around three per cent in 1974 
was by no means spectacular, 
it Is noteworthy because it 
marked a recovery from the 
state of semi-stagnation of 
1973. The pace of industrial 
growth has shown signs of 
acceleration since towards the 
close of 1974. What is more, 
output in some core sector in¬ 
dustries such as electricity gen¬ 
eration, steel and coal has 
shown a sizeable rise and, since 
this sector has ail important 
bearing on the performance of 
other industries, it augurs well 
for faster industrial growth 
during 1975-76. 

Demand Pressures 

Fiscal policy and demand 
management : Marginally higher 
level of foodgrains production, 
reinforced by larger imports 
and recovery in industrial 
production, did not, however, 
fully correct the basic supply- 
demand imbalance in the eco¬ 
nomy. In fact, despite some 
abatement of the unprecedent¬ 
ed rates of inflation witnessed 
in the previous year, demand 
pressures continued to be a 
matter of concern in 1974. It 
became, therefore, imperative 
to gear both fiscal and mone¬ 
tary policies to hold these 
pressures in check. The major 
thrust of fiscal policy in 1974- 
75 was towards containing the 
budgetary deficit. However, 
because of increased dearness 
allowance to government em¬ 
ployees, increased food subsi¬ 
dies, larger purchases of ferti¬ 
lisers and additional outlay on 
capital formation, aggregate 
government expenditure rose 
to a level higher than antici¬ 
pated in the budget. Conse¬ 
quently, notwithstanding the 
mobilisation of a record level 
of resources amounting to 
Rs 1,048 crores in 1974-75 by 
central and state govern¬ 
ments, their combined deficit 
in 1974-75 reached Rs 727 
crores or Rs 234 crpres higher 
than in 1973-74. 

Although the size of the 
centre’s deficit in 1974-75 was 
much larger than anticipated, 
a sizeable part of it was ac¬ 
counted for by non-inflationary 
component, viz., purchase by 


central government from the 
Reserve Bank foreign exchange 
resources accruing from IMF 
drawals for the purpose of 
imports. The domestic im¬ 
pact of the budgetary deficit 
was much less expansionary 
because of payments for food 
and fertiliser imports. Fur¬ 
ther, as part of its overall 
policy package for demand 
management, the government 
also attempted to keep in 
check disposable consumer in¬ 
comes by impounding one- 
half of additional dearness al¬ 
lowances, the entire increase 
arising from revision of wages 
and salaries compulsory de¬ 
posits for tax payers in higher 
income brackets and restric¬ 
tions on declaration of divi¬ 
dends by companies. The de¬ 
posits so immobilised as on 
June 27,1975 aggregate Rs 209.6 
crores under dearness allow¬ 
ances, Rs 33.1 crores under 
additional emoluments (wage 
account) and Rs 56.9 crores 
under Compulsory Deposit 
Scheme (Income-tax Payers). 

Compared to the revised 
estimates of 1974-75, the bud¬ 
getary position of state 
governments in 1975-76 
shows a deterioration; the 
overall position will change 
from an apparent surplus of 
Rs 58 crores to a deficit of 
Rs 7 crores. If the unbudgeted 
outlay and the additional de¬ 
arness allowance to govern¬ 
ment employees, not provided 
for by some states in their 
budgets, are taken into ac¬ 
count, it would show a further 
deterioration. 

A Scarce Resource 

Monetary and credit policy : 
The principal, objectives of 
credit policy, as before, were 
that bank credit had to be 
viewed as a scarce resource 
and that the use of created 
money, though recourse to the 
Reserve Bank to supplement 
deposits in credit dispensa¬ 
tion. had to be kept at a mini¬ 
mum in terms of both amount 
and duration of use. To these 
ends, an indication was given 
to banks of the broad priori¬ 
ties to be observed in the de¬ 
ployment of creditj the in¬ 
terest rates structure was ad¬ 
justed upwards and recourse 
to Reserve Bank through both 


refinance and rediscount of 
bills was allowed almost enti¬ 
rely on a discretionary basis, 
with the requirements of banks 
being evaluated individually. 

Reduced Borrowings 

During the 1974 slack 
season, schedules for repay¬ 
ment of obligations were 
worked out for each bank and 
compliance closely monitored. 

It was thus possible to reduce 
berrowings from the Reserve 
Bank by Rs 270 crores an 
amount which was more than 
the increase during the busy 
season. The main elements 
of the policy for the 1974-75 
busy season were, firstly, an 
indication of the priorities to 
be observed in credit deploy¬ 
ment and, secondly, a further 
extension of the principle of 
discretionary lending by the 
Reserve Bank. Again,'in view 
of the continued need to curb 
speculative pressures on the 
prices of sensitive commodi¬ 
ties, the structure of selective 
controls on such commodities 
was maintained. Ii was, how¬ 
ever, stressed that, while the 
need for overall restraints con¬ 
tinued, banks had to assist 
production and investment 
with available resources. Cer¬ 
tain broad guidelines were 
given on the priorities to be 
adopted in extending credit. 

The building up of an adequ¬ 
ate public distribution system 
lor food and the requirements 
of agricultural credit and ex¬ 
ports were to be accorded top 
priority. In the private indus¬ 
trial sector, units in the “core” 
sector and those engaged in 
the production of wage goods 
were to be given preference. 
Selectivity was introduced in 
the small-scale industrial sec¬ 
tor also and it was indicated 
that the extension of scarce 
bank credit was to be governed 
not only by the size of the 
borrowing unit but also by the 
type of production in which 
it was engaged. In the public 
sector, preference was to be 
given to manufacturing units 
as against those engaged in 
trading operations. 

As a part of the overall 
objective of limiting the use 
of created money for credit 
expansion, a portion of the 
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.anccd statutory cash re¬ 
serves was released, thus aug¬ 
menting banks' own resources. 
The minimum statutory bal¬ 
ances with the Reserve Bank 
was reduced from 5 to 4 per 
cent of demand and time 
liabilities. Automatic access 
to Reserve Bank funds was 
further restricted with the 
extension of the policy of 
discretionary accommodation 
to the rediscounting of bills. 

Effective Policy 

The effectiveness of the 
restrictionary credit policy 
followed throughout the year 
may be seen in terms of the 
pace of credit expansion. The 
increase in total bank credit 
during the 1974 slack season 
was lower at only 0.9 per 
cent, as against 5.6 per cent in 
the 1973 slack season. Con¬ 
sidered in gross terms (i.e. in¬ 
clusive of billsre discounted), 
bank credit in the season re¬ 
corded an actual decline. 

Gross credit (including 
bills rediscounted) expanded 
by Rs 1,009 crorcs or 12.9 
per cent during the 1974-75 
busy season, as against 
Rs 1,355 crores or 20.7 per 
cent in the 1973-74 busy 
season. Account has also to 
be taken of the fact that the 
increase in food credit am¬ 
ounted to Rs 317 crores, 
which was considerably hig¬ 
her than Rs 188 crores. Ex¬ 
cluding food procurement cre¬ 
dit, the rate of increase in 
gross credit was even lower 
at 9.2 per cent, against 18.5 
per cent. 

During the year July 1974 
—June 1975 seen as a whole, 
the pattern of use of funds 
was very different from the 
previous year. Deposit growth 
was only marginally higher in 
terms of amount (Rs 1,606 
crores, against Rs 1,591 
crores) but lower in terms of 
percentage (14.9 per cent ag¬ 
ainst 17.4 per cent). The in¬ 
crease in bank credit, on the 
other hand, was much lower 
at Rs 1,105 crores or 14.1 per 
cent, against Rs 1,446 crores 
or 22.6 per cent. In terms of 
growth in gross credit, the 
increase was even lower at 
only 11.8 per cent, against 
26.5 per cent. 

Money supply: The trends 


in money supply in 1974-75 
demonstrate the cumulative 
impact of restrictionary fiscal 
and monetary policies pursu¬ 
ed during the year. Money sup¬ 
ply with the public recorded 
a small rise of Rs 725 crores 
or 6.3 per cent. The rise was 
less than one-half of the rise 
of Rs 1,488 crores or 14.9 per 
cent witnessed in the previous 
year. Such a deceleration in 
money supply is a remarkable 
achievement indeed, especially 
when viewed against the back¬ 
ground of the two per cent 
real growth recorded by the 
economy during the year. In 
point of fact, this is the lowest 
rate of expansion witnessed 
during the last fourteen years. 

The increases in bo.h 
Reserve Bank's and commer¬ 
cial bank’s credit to govern¬ 
ment were larger than those 
in the previous year: the in¬ 
crease in Reserve Bank's 
credit to government in 
1974-75 was Rs 945 crores, 
against Rs 421 crores, and the 
increase in commercial banks’ 
credit was Rs 444 crores, ag¬ 
ainst Rs 264 crores. The in¬ 
crease in bank credit to the 
commercial sector was signi¬ 
ficantly lower at Rs 1,228 
crores, as compared with the 
last year’s expansion of Rs 
2.134 crores. 

Towards Normalcy 

Price situation : The year 
1974-75 marked a departure 
from the uninterrupted phase 
of price rise which had com¬ 
menced since March 1972. 
It may be recalled that even 
the seasonal decline in prices, 
particularly agricultural com¬ 
modity prices, to which the 
Indian economy is tradition¬ 
ally accustomed, did not take 
place during the last two 
years. It is in this sense that 
the restoration of the tradi¬ 
tional pattern of prices during 
1974-75 may be taken as an 
indication of the move of the 
economy towards normalcy. 
What is more, it has been 
possible in 1974-75 to mode¬ 
rate the upward thrust in 
prices. 

The monthly average level 
of prices (wholesale price 
index: 1961-62-=-100) recor¬ 

ded a rise of 16.9 per cent in 


1974-75,i n contrast to a rise 
of 25.3 per cent in 1973-74. 
The contrast becomes sharper 
if a point-to-point comparison 
is made; between end-June 
1974 and end-June 1975, 
wholesale prices showed only 
a nominal rise of 0.6 per cent, 
as against a rise of as much as 
27.8 per cent in the compar¬ 
able period of the previous 
year. Reflecting the trend in 
wholesale price index, the all- 
India consumer price index 
(1960=100) for industriol 
workers recorded a much 
smaller increase of 8.6 per 
cent between June 1974 and 
May 1975, as computed with 
26.2 per cent in the same 
period of 1973-74. The inejex 
for urban non-manual em¬ 
ployees rose between June 
1974 and March 1975 by 8.2 
per cent, against 12.8 per cent 
in the same period of 1973-74. 

Decline in Savings 

Savings and investment: 
The ratio of domestic saving 
to National Income declined 
significantly from 12.1 per cent 
in 1973-74 to 1J.8 per cent in 
1974-75. The decline in sav¬ 
ing was mainly accounted for 
by the household sector. The 
decline in household sector 
saving was ofTset to some ex¬ 
tent by increase in public 
sector saving. The net saving 
of central government rose 
from Rs431 crorcs in 1973-74 
to Rs 669 crores in 1974-75. 
The private corporate sector 
appears to have increased its 
share in total saving substan¬ 
tially. The decline in domes¬ 
tic saving, however, does not 
seem to have affected the ag¬ 
gregate investment in the 
economy which, in fact, show¬ 
ed a marginal increase. A 
substantial inflow of foreign 
resources was able to sustain 
the rate of investment in the 
economy: the size of inflow 
has been estimated at 2.0 per 
cent of Net National Product 
in 1974-75, in contrast to 0 8 
per cent in the previous year. 
This factor is one of the indi¬ 
cators of the support afforded 
by external sector to the do¬ 
mestic economic growth in 
1974-75. 

Trade and payments posi¬ 
tion: The trade deficit during 
the fiscal year 1974-75 wide¬ 


ned to about Rs 1,096 crores 
—a size which is more than 
double the deficit of Rs 402 
crores for 1973-74. Although 
the growth in exports at 29 
percent was impressive, im¬ 
ports rose at an even faster 
rate of 49 per cent. The 
large increase in imports was 
primarily attributable to im¬ 
ports of fuel, food and ferti¬ 
lisers. Quadrupling of oil 
prices since early 1974 had 
affected only a part of the 
pavments in 1973-74, but its 
full impact was felt in 1974- 
75. Further, not only were 
imports of foodgrains larger 
in volume but the import 
prices were also higher. This 
held true in respect of ferti¬ 
lisers also. Finally, the price 
increase in respect of imports 
tended on an average to be 
higher than that in the case 
of exports, resulting in a 
deterioration in our terms of 
trade. Data for the period 
April to December 1974 
indicate that the terms of 
trade worsened by about 21 
per cent. 

Massive Deficit 

The massive payments de¬ 
ficit was financed primarily 
by drawals from the IMF 
totalling Rs 485 crores in 
1974-75, comprising gold 
tranche of Rs 72.2 crores, 
first credit tranche of Rs 
220.3 crores and drawings 
under the Oil Facility of Rs 
192.1 crorcs; in 1973-74, the 
only drawal from the IMF 
amounted to Rs 62 crores 
made under its export com¬ 
pensatory financing facility. 
Further, the net inflow of ex¬ 
ternal assistance at Rs 480 
crorcs in 1974-75 was nearly 
double the figure of Rs 254 
crores for 1973-74. 

Commercial banks — The 
overall progress of commer¬ 
cial banking was satisfactory. 
Commercial banks opened 
1,803 offices during 1974-75, 
as against the 1,593 offices 
opened in the previous year. 
The banks showed further 
progress in respect of impro¬ 
ving ffie relative 6hare of 
credit to prior sectors, .parti¬ 
cularly to the Agricultural 
sector. Preferential treatment 
was also extended to the 
export sector and further 
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progress was evident in the 
implementation of the scheme 
of differential interest rates 
to benefit members of the 
scheduled castes and tribes. 
Hie share of advances to 
priority sectors by banks 
rose from 24.8 per cent 
of total advances in December 
1973 to 26.7 per cent in 
December 1974. Public sector 
banks accounted for 89 per 
cent of the total priority 
sector advances at the end 
of December 1974. The share 
of small-scale industries in 
total priority sector advan¬ 
ces decreased from 49.0 per 
cent in December 1973 to 
48.2 per cent in December 
1974. During the same 
period, the share of direct 
agricultural finance in the 
total priority sector advances 
increased from 24.1 per cent 
to 25.5 per cent. 

Reducing Imbalances 

Cooper at i vc hank int> C o- 
operalive banking policy dur¬ 
ing 1974-75 was particularly 
directed towards ensuring 
reduction in regional imba¬ 
lances by inducing other 
agencies to fill in the credit 
gap and extending higher 
levels of credit to the small/ 
economically weak farmers. 
Special emphasis is being 
laid on strengthening of the 
cooperative credit srtucture 
at the base level. The busi¬ 
ness of these institutions was 
reoriented in such a manner 
that it is tune with present 
need for monetary discipline 
while at the same time it 
subserves the main objective 
of national development. 

In the sphere of short-term 
finance, financial accommoda¬ 
tion was made available to 
central cooperative banks, as 
in the oprevious years, so long 
a the percentage of their total 
overdues to demand deposits 
at the end of the latest co- 
aperative year did not exceed 
60. There was no change in 
the Bank's policy in regard 
to sanction of credit limits 
for medium-term agricultural 
purposes except that it was 
decided to treat loans to 
identified small farmers for 
purchase of bullock carts as 
an easily identifiable produc¬ 
tive purpose. 

The Bank continued its 


policy of sanctioning loans to were sanctioned for contri- Exchange control: In the 

state governments for contri- bution to the share capital sphere of exchange control, 
buting to the share capital of of cooperative credit insti- the main developments during 
cooperative credit institutions, tut ions. The outstanding the year were incentives offe- 
as also the usual concessions , loans given by state co- red to encourage inward re- 
to^ institutions operating in operative banks for various mittances, exemptions given 
SFDA/MFAL/Tribal areas purposes as on June 30, to certain categories of com- 
and in areas where the scheme 1974 stood at Rs 679 crores panies from the provision 
of financing primary agri- of which the amount owed of the operations of Exchange 
cultural credit societies by to the Reserve Bank was Rs Regulations Act, 1973 and 
commercial banks was in 235 crores. trade and payments arrange- 

operatio". Industrial finance: The ™ n . ls . Bangladesh, 

The Reserve Bank sane- industrial finance scene was Pakistan and Portugal, 
tioned during the year 1974- characterised by a significant Bank's accounts; The Re- 

75 credit totalling Rs 489 increase in the financial as- serve Bank’s income (after 
crores to state cooperative sistance provided by term- making adjustments for vari- 
banks for financing seasonal lending institutions during ous provisions) during the ac- 
agricultural operations at 1974-75: while total sanctions counting year ended June 
a concessional rate of half a rose from Rs 412 crores in 1975 was Rs 448 crores against 
per cent below the Bank Rate, 1973-74 to Rs 504 crores, Rs 311 crores in 1973-74. 
against Rs 431 crores sane- total disbursements rose from Total expenditure was Rs 78 
tioned in 1973-74. The me- Rs 274 crores to Rs 365 cro- crores. against Rs 51 cro- 
dium-term loans sanctioned res. The Industrial Develop- res. After appropriate trans- 
at a concessional rate of 1 1/2 ment Bank of India (IDBI) fers totalling Rs 220 crores 
percent below the Bank Rate and state financial corpora- (against Rs 115 crores) to the 
amounted to Rs 10 crores tions (SFCs) accounted for the National Agricultural Cre- 
against Rs 12 crores. The bulk of the increase in total dit (Long-term operations) 
Bank also sanctioned me- assistance in terms of both Fund. National Agricultural 
dium-term credit limits of sanctions and disbursements. Credit (Stabilisation) Fund 
Rs 81 crores at 1 1/2 per cent Rupee loans dominated both and National Industrial Cre- 
beiow the Bank Rate for con- sanctioned and disbursed dit (Long-term Operations) 
version of short-term loans amounts, foreign currency Fund, the surplus profit set 
into medium-term Loans in the amounts forming only a aside for payment to central 
scarcily-afTected areas. Loans small proportion of the government was Rs 150 ero- 
amounting to Rs 8 crores total. res, against Rs 145 crores. 
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RECORDS AMD STATISTICS 


Industrial production : 1974-75 

The rate of industrial production during 1974-75 has been estimated at about three per cent as against less than one per cent 
in 1973-74. A number of key sectors such as coal and steel recorded significant increases in production level during 1974-75 over the 
previous year. The available data for the first quarter of 1974-75 point to a further acceleration in industrial production. The table 
below shows licenced as well as installed capacity and production in 1973-74 and demand in 1978-79 of various items : 

INDUSTRIAL PRODUCTION IN 1973-74 WITH ESTIMATED DEMAND FOR 1978-79 


Industry Accounting Licenced capacity Installed capacity Production Estimated 

unit as on as on demand 




1.4.74 

1.4.75 

1.4.74 

1.4.75 

1973-74 

1974-75 1978-79 

Engineering Industries 

Industrial Machinery (Total) ex¬ 

Rs. crores 

466 

548 

348 

390 

194.7 

252.9 

N.A. 

cluding Metallurgical 
(a) Machine Tools 

Rs. crores 

102 

129 

91 

120 

67.9 

92.5 

148 

(b) Chemical & Pharmaceutical 

Rs. crores 

85.8 

90.3 

72.6 

74.1 

33.5 

40.6 

70.0 

Machinery 

(c) Other Industrial Machinery 

Rs. crores 

278.2 

328.2 

184.4 

195.9 

93.3 

119.8 

N.A. 

Metallurgical Machinery 

Th. tonnes 

112 

112 

10 

10 

26.0 

29.8 

N.A. 

Heavy Mechanical Engineering Industries 

Structural—All tvpes Th. tonnes 

448 

627 

482 

575 

144 

(Rs. crores) 

149 470 

Steel Pipes & Tubes : 

(a) Black & Galvanised 

Th. tonnes 

1394 

1684 

1184 

1394 

300 

373 

N.A. 

(b) E.R.W. (for Bicycles, trans¬ 
formers etc. 


91 

110 

53.4 

91 

30 

40 

N.A. 

(c) Seamless 

Th. tonnes 

39.6 

55.0 

39.6 

39.6 

23.7 

29.4 

132.0 

Steel Wire Ropes 

Th. tonnes 

45.3 

45.3 

44.3 

44.3 

23.5 

30.5 

N.A. 

(a) Welding Electrodes 

Mill. R. Metrs. 691 

691 

691 

691 

381.3 

379.4 

550.0 

Transmission Towers 

Th. tonnes 

210.0 

210.0 

179.8 

179.8 

65.0 

63.0 

N.A. 

Steel Castings 

Th. tonnes 

240.7 

256.0 

153.8 

160.0 

69.4 

66.0 

230.0 

Steel Forgings 

.. 

170.0 

209.4 

175.0 

200.0 

97.3 

100.0 

240.0 

Canes 

.. 

45.4 

45.7 

45.4 

45.7 

12.0 

(Estimated) 

14.4 

30.0 

Boilers 

Boilers (Indl. & Power) 

Rs. crores 

18.0 

196.5 

18.0 

108.2 

82.5 

111.5 

N.A. 

Agricultural Machinery & Construction 

Agricultural Tractors 

Equipment 

Th. Nos. 

+I.7MKW 4-1.3MKW 

148 135 

46 

48 

24.25 

31.06 

80 

Power Tillers 


36 

36 

8 

10 

0.97 

2.02 

20 

Diesel Engines (Stn.) 


292.4 

292.4 

292.4 

292.4 

136.9 

111.9 

270.0 

Crawler Tractors 

Nos. 

1,940 

1,940 

600 

600 

278 

310 

490 

Dumpers 

M 

638 

638 

460 

460 

201 

317 

490 

Scrapers 

4 % 

250 

250 

50 

50 

14 

17 

100 

Road Rollers 

Th. nos. 

3.1 

3.1 

2.0 

2.0 

1.6 

1.3 

2.0 

Transportation Equipment 

Railway Wagons 

Th. nos. 

40.9 

40.9 

33.9 

33.9 

12.2 

11.1 

40.0 

Commercial Vehicles inclds. Jeeps. 

Th. nos. 

110.00 

118.00 

72.40 

77.00 

55.10 

50.73 

110.00 

Passenger Cars 

Th. Nos. 

— 

— 

47.40 

47.40 

44.54 

31.43 

60.00 


—Contd. 
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Industrial Fnigeta in 1973-74 with Estimated Demand for 1978-79— Comd. 


1 

2 

3 

4 

5 

6 

7 

8 

9 

Motor Cycles 


75.00 

82.50 

76.50 

76.50 

46.96 

61.22 

130.00 

Scooters 

Th. nos. 

85.00 

205.00 

97.00 

205.00 

77.01 

88.36 

300.00 

Moped s & Scooterettes 

v t 

167.50 

199.00 

55.50 

67.50 

26.66 

31.91 

130.00 

Three Wheelers 

Th. Nos. 

48.80 

55.80 

17.00 

21.00 

11.21 

12.21 

40.00 

Bicycle Complete 

Mill Nos. 

4.1 

4.1 

4,1 

4.1 

2.6 

2.4 

N.A. 

Electrical Machinery 









Transformers 

Mill KVA 

21.1 

23. 7 

18. 1 

20.2 

12.4 

12.4 

20. 0 

Electric Motors 

Mill HP 

6.25 

6.70 

6.12 

6.39 

3.2 

3.7 

5.80 

Switchgear & Controlgear* Welding 









Relays etc. 

Rs. crores 

125 

130 

] 10 

120 

61.45 

99.00 

20.00 

Dry Batteries 

Mills Nos. 

1 .471 

1.521 

1*231 

1*281 

625 

612 

1,100 

Storage Batteries 

*» 

1.97 

2.41 

1.94 

1.94 

1.29 

1.29 

3.20 

Electric Fans 

*» 

2.82 

2.99 

2.82 

2.99 

2.13 

2.27 

3.00 

GLS & Other Lamps 

** 

201. 0 

221.0 

150.07 

150.07 

120.64 

132.00 

200.00 

Fluorescent Tubes 

** 

16.72 

16.72 

11.75 

12.75 

12.87 

15.8 

24.00 

ACSR &AA Conductors 

Th. tonnes 

114.58 

114.58 

114.58 

114.58 

47.26 

28.85 

150.00 

Winding Wires 

Thj tonnes 

44.14 

45.14 

37.70 

21.52 

21.52 

16.32 

31.00 

PVC &VIR Cables 

Mill Mtrs. 

1,450 

1.450 

1*281 

1.281 

577 

464* 

2,100 

Room Air-conditioners 

Th. Nos. 

44.8 

44.8 

44.8 

44.8 

27.7 

22.6 

70 

Domestic Refrigerators 

Th. Nos. 

185 8 

185.8 

185.8 

185.8 

110.7 

107.1 

380 

House Service Mtrs. 

Mill Nos. 

2 06 

2.06 

2.06 

2.06 

1.64 

1.68 

N.A. 

Other Metal Products including Office 

and Household Equipment 







Sewing Machines 

Th. Nos 

660 

660 

534 

534 

258 

320 

670 

Typewriters 


121 

121 

86.4 

86.4 

35.5 

48.3 

81 

Ball & Roller Bearings 

Mill. Nos. 

30.5 

30.5 

23.0 

25.8 

24.4 

23.8 

N.A. 

Bolts, Nuts & Rivets (HT) 

Th. Tonnes 

42.57 

42.57 

17.23 

17.23 

8.14 

9.32 

17.00 

Razor Blades 

Mill. Nos. 

2740 

2890 

2,530 

2,680 

958 

940 

N.A. 

Huricanc Lanterns 

Mill. Nos. 

4.7 

4.7 

3.2 

4.7 

2.6 

3.2 

N.A. 

M.S. Bolts & Nuts 

Th. Tonnes 

51.5 

51.5 

51,5 

51.5 

28.6 

27.8 . 

43.0 

M. S. Machine Screws 

Mill. Nos. 

J76 6 

154.2 

176.6 

154.2 

146.3 

199.1 

200.0 

Wood Seres M.S. 

Mill. Nos. 

1*531 

1*531 

1,531 

1,531 

1*136 

1,333 

1*500 

Hand Tools, Small Tools & Cutting Tools 








Forged Hand Tools 

Th. Tonnes 

11.0 

16.0 

9.0 

11.0 

5.8 

6.5 

20.0 

Bonded Abrasives 









(i) Grinding Wheels 

Th. Tonnes 

10.7 

12.7 

7.0 

8.5 

6.9 

6.4 

16.0 

Hard Metal Products 









(i) Tungsten Carbide Tips 

Tonnes 

353 

353 

228 

228 

148 

161 

350 

Coated Abrasives 

Th. Reams 

535 

535 

535 

535 

335 

337 

400 

Twist Drills 

Mill. Nos. 

15.3 

15.3 

. 15.3 

15.3 

9.4 

12.4 

20.0 

Steel Files 

Mill. Nos. 

18.0 

18,0 

18.0 

18.0 

15.6 

15.5 

46.0 

Threading Tools 

Mill* Nos. 

8.1 

8.1 

6.5 

7.2 

3.8 

4.4 

8.6 

Diamond Drill Bits 

Th. Nos. 

45.5 

64.7 

45.0 

64.7 

29.3 

32.3 

60.0 

Diamond Tools 

Th. Nos. 

88.5 

105.4 

88.5 

105.4 

52.2 

66.8 

97.5 

Broaches 

Th. Nos. 

11.0 

11.0 

4.8 

4.8 

5.0 

5.7 

13.5 

Press Tools* Jigs and Fixtures 

Rs. crores 

10.7 

10.7 

4.8 

6.0 

3.0 

3.6 

12.0 

Hacksaw Blades 

Mill. Nos 

46 

46 

41 

57 

24 

22 

40 

Chemical and Noa-Eogiaeeriag Industries 





* 



Food Manufacturing (including Oils) 









Flour Milling 

Mill. Tonnes 

4.77 

6,19 

4.52 

4.89 

1.97 

1.75 

N.A. 

Infant Milk Food 

Th. Tonnes 

31.6 

37.1 

26.6 

31.6 

14.6 

15.7 

60.0 

Starch 

Th. Tonnes 

194 

227 

194 

194 

92 

97 

500 

Cottonseed Oil 

Th. Tonnes 

Capacity licensed in 

terms of 

— 

69.3 

71.2 

_ 



cotton 

seed crushed. 
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Industrial Production in 1973-74 with Estimated Demand for 1978-79 —Con td. 


1 

2 

3 

4 

5 

6 

7 

8 

9 

Beverages & Tobacco 

Cigarettes 

Mill. Nos. 

72088 

76588 

67408 

67408 

65554 

63740 

10000 

Beer 

Mill. Litres 

*— 

— 

86.8 

86.8 

61.9 

58.9 

— 

Timber & Cork Products 

Plywood Teachest 

Commercial Plywood 

Mill Sq. Mtrs. 

43.0 

67.0 

43.0 

46.8 

3.4 

30.3 

3.3 

32.3 

75.0 

Matches 

Mill Boxes. 

4287 

4287 

4287 

4287 

4287 

4363 

12500 

Pape & Paper Board 

Paper & Paper Board 

Th. Tonnes 

1268 

1723 

967 

1039 

789 

840 

1330 

Newsprint 

Th. Tonnes 

135 

135 

75 

75 

49 

54 

350 

Rayon Grade Pulp 

Th. Tonnes 

118 

138 

118 

118 

79 

116 

205 

Robber & Rubber Products 

Auto Tyres & Tubes 

Mill. Nos. 

8.2 

8.6 

5.9 

6.3 

5.2 

5.5 

9.0 

Bicycle Tyres & Tubes 

Mill. Nos. 

34.5 

34.9 

31.2 

31.6 

24.5 

25.1 

50.0 

Carbon Black 

Th. Tonnes 

85.4 

94.4 

71.7 

71.7 

58.7 

48.2 

100.0 

Rubber Conveyor Belting 

Th. Tonnes 

6.2 

6.2 

4.7 

4.7 

3.7 

4.0 

10.0 

Rubber Footwear 

Mill, pairs 

59.0 

59.0 

58.5 

58.5 

38.8 

33.2 

Not 

assessed 

Industrial Gases & Explosives 

Oxygen Gas 

Mill Cu. Mtrs. 

105.33 

115.11 

84.21 

88.27 

60.10 

60.40 

90.00 

Industrial Explosives 

Th. Tonnes 

50.5 

60.5 

43.0 

43.0 

34.9 

40.3 

85.0 


Paints, Enamels & Varnishes 

(a) Paints, Enamel & Varnishes 


including N.C. Lacquers. 

Th. Tonnes 

107.8 

113.8 

123.2 

125.1 

70.5 

58.5 

220.0 

(b) Wire Enamels 

Th. Tonnes 

5.4 

6.4 

4.5 

5.5 

3.6 

4.0 

4.0 

(c) Synthetic Resins 

** 

17.5 

18.7 

23.8 

23.8 

15.0 

16.0 

35.0 

(d) Titanium Dioxide 

Th. Tonnes 

24.5 

24.5 

24.0 

24.0 

4.4 

7.9 

30.0 

Soap & Synthetic Detergents 

Soaps 

Th. Tonnes 

218.9 

226.4 

226.4 

226.4 

231 

231 

— 

Synthetic Detergents 

,, 

157.7 

215.0 

115 

115 

71.5 

82.3 


Cement 

Mill. Tonnes 

24.45 

30.53 

19.76 

20.61 

14.67 

14.73 

25.00 

Ceramics & Refractories 

Refractories 

Th. Tonnes 

1440 

1440 

1440 

1440 

732 

755 

920 

Insulators H.T. 


24.30 

25.50 

21.30 

22.50 

19.27 

17.85 

40.50 

Sanitaryware 

i* 

22.67 

25.13 

18.17 

20.63 

16.06 

16.06 

34.20 

Glazed Tiles 


42.02 

42.02 

32.88 

42.02 

26.78 

29.10 

65.70 

Crockery 


32.75 

36.35 

29.15 

29.15 

15.77 

15,86 

40.75 

Graphite Electrodes and Anodes 

** 

10.8 

10.8 

10.8 

10.8 

5.6 

7.7 

21.0 

Calcined Petroleum Coke 

Th. Tonnes 

126 

126 

126 

126 

67.3 

94.2 

N.A. 

Midget Electrodes 

Mill Nos. 

325 

325 

325 

325 

316 

291 

1200 

Mastics 

Plasticisers 

Th. Tonnes 

41.8 

41.8 

41.8 

41.8 

13.1 

9.4 

40.0 
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Drawing inspiration from the working of the IRf (formerly known as the 
(ENI), an Italian company, the late Median Kumarmanglam had laid the 
foundations of the Steel Authority df India Ltd. (SAIL) *6 as to bring the 
working of all public sector steel and allied companies under, one canopy. 
The SAIL had its teething troubles but partly due to policies initiated by 
the holding company and partly because of the changed circumstances, the 
new experiment did not come to grief as had been forecast by some critics. 
And now the Coal India Ltd. (CIL) has been mooted by bringing under its 
cover the erstwhile Coal Mining Authority of India and the Bharat Coking 
Coal Limited; these two companies would be subsidiaries of the CIL, the 
holding company (for foil details, turn to page 616). The central idea in the estab¬ 
lishment of the CIL remains the same as had brought SAIL into being, namely, 
to impart efficiency to the working of coal mining activity in this country. 


Point of View 

Controlling Cash Credit System of 
Lemllna— Dr. B. Rsmchsndrs Rao 58# 

Sugar Cooperative* in Maharashtra 
—K. K. Talmni »1 

Entertainments Tax In Andhra Pradesh 
Kompeila Siva Subrahmanyam M4 

Window on tho World 

Employment Problem In Third World 
—‘Jotsleyn Hennetey 900 

The Looming "Win# Wor”— E.B. Brook 604 
OPEC Trad# Surpluses 
—Eugene Brake 005 


Trade Winds 

No Sole Selling Agency 
In Cement and Paper; Excise 
Cut In Naphtha; Relaxation 
of Company Deposits; Hard 
Coke Decontrolled; Engineers 
India Diversification; Indo- 
Soviet Radio Link; Indo- 
US Joint Commission; Indo* 
Hungarian Cooperation; Liberal 
Licensing Policy; Management 
of Fertilizer Units; Committee 
on Cooperatives; Public Sector 
Profits; State Loans 607-610 

Company Affairs 

ITC; Lanka Oberoi; Polychem; 

Rohtas Industry; Nelco; Tata 
Power Companies; Unit Trust; 

News and Notes; New Issues; 
Dividends 611*613 

Company Moating 

Oetbssayae Paper and Boards Ltd 614 


The centralisation of policies and procedures in the CIL could be deemed as a 
positive step as it was expected to bring about a unified, harmonious approach to 
the resolution of various problems cropping up from time to time. However, for 
the efficient working of the subsidiaries a certain measure of decentralisation of 
operation was absolutely necessary and this had happily been preserved in the new 
framework chalked out for the CIL. The performances of the subsidiary companies 
would be evaluated separately; though the failings and achievements of individual 
companies would tend to cancel out to a certain extent, only the overall performance 
of the CIL would be exposed to public gaze. For the public sector units, it would 
be a helpful trend because it would save some of the losing units being criticised 
severely year after year as had been the case with the subsidiaries of SAIL before its 
coming into being. 

Truly speaking, the establishment of the CIL was nothing more than a reorgani¬ 
sation of the decision-taking machinery. However, the basic weakness in the 
working of the coking and non-coking mines in this country still remained to be 
remedied. For efficient utilisation of the available coal resources, considerable 
capital investment would be needed though there was little possibility of the CIL 
being able to throw up the much-needed surpluses despite sharp increases in coal 
prices in recent months. The Coal Authority of India was reported to be running 
into losses up to Rs 100 crores a year. If the new working arrangement under 
the CIL brought about a reduction in this loss, it would indeed be a welcome 
measure. 

According to Mr K. C. Pant, the minister for Energy, the private sector 
colliery owners were mining coal wherever they could make a good profit while the 
nationalised coal industry had not run away from its responsibility of undertaking 
costlier operations. Mr Pant*also asserted that the public sector coal mining 
operations would be carried on keeping in view the advantages to the nation and 
that “we should not be afraid of pricing things at their value". In plain words, it 
meant that the consumer could expect further escalation in the price of coal in the 
coming months so that the holding company could wipe out a part of its losses. 
However, it would be advisable to take such measures as would cut out all wasteful 
expenditure and would inculcate a spirit for efficient working of the coal mines 
before a further increase in coal prices is permitted. 


ItaCOMl* anil Statistics The CIL marks another step towards giganticism in the public sector. The real 

Iteorgenfsatiow ef Ce«I Mtfoitry 916 test of the efficacy of this experiment lies in its working results which alone will 

fumnt ftiltntTT in point to its usefulness or otherwise. If instead of generating its own surpluses, it 

. ..: relied more and more on the centre for assistance it would hardly be described as a 

o* commendable mode of operation. In the meantime, to give it a good start it will 

, hMft, fceheeessary to give it a freehand in sorting out its affairs. 




From shortage to excess 
in power 


FbfcTHB first time in recent years, the 
power situation has improved significant¬ 
ly in the whole country and the restric¬ 
tions on consumption have been removed 
in almost all states. In a few regions 
curbs have been imposed only on peak 
loads. The dramatic change in power 
availability is, of course, mainly due to 
a satisfactory monsoon and adequate 
rainfall in the catchment areas of the 
major hydel reservoirs. Actually, the 
reservoirs of the Bhakra, Sharavathi and 
Kundah projects have even spilled over 
for the first time in several years while 
during the period of floods there had 
been a heavy discharge from the Hira- 
knd dam. The Koyna reservoir as well 
as the lakes under the Tata Hydel Group 
are also foil, while it was recently an¬ 
nounced by the Andhra Pradesh State 
Electricity Board that all restrictions on 
Use of power had been removed due to 
satisfactory storage in the hydel lakes 
and better functioning of the thermal 
stations. 

In Tamil Nadu, there is a problem of 
operation of the hydel and thermal 
stations of the state electricity board 
under the huge thermal station at Ney- 
veli. This is because of the compulsion 
to use irrigation discharges and the free 
flows in hydel areas. With Karnataka 
also having a similar problem and 
Kerala having a comfortable position, a 
situation arose in which Karnataka found 
it necessary to “bank” its surplus power 
With Maharashtra and Tamil Nadu with 
Andhra Pradesh. 

The effective coordination of the 
working of the different hydel and 
thermal stations in the southern region 
. and the inter-linking with Maharashtra 
'/.have no doubt enabled satisfactory use 
of fenerated power. But it became neces- 
vjgpftjytb reduce thermal generation even 
• ^ ipjp.'iyme sets had been taken out for 
"mjjijfa; and overhaul. Likewise, in the 
ijiMKi western region with the Bhakra- 
complex generating over 20 


million units daily, even in excess of the 
rated capacity, there was a surplus over 
the requirements of Rqjasthan, Punjab, 
Haryana and Himachal Pradesh and one 
million units had to be diverted to Delhi 
region. The thermal units in the latter 
had in turn to divert surplus power to 
western Uttar Pradesh, the inter-linking 
of this region with the west coming 
about timely. The improved storage at 
the Rihand dam and the functioning of 
Obra thermal station should also be 
helpful in increasing power supplies to 
eastern Uttar Pradesh, while in West 
Bengal and Orissa, the total availability 
is expected to be much better than in 
1974-75. 

It may be said that adequate rainfall 
in the catchment areas has been mainly 
responsible for the metamorphic change 
in the power situation and'shortages may 
emerge again later in the year and parti¬ 
cularly in the summer months of 1976. 
It is unlikely, however, that there will be 
a repetition of the happenings of the 
last year as foil benefits should be 
derived out of the capacity of 1760 mw 
installed in 1974-75. It has also been in¬ 
dicated by the union minister for 
Energy, Mr K. C. Pant that the target 
of2600 mw for 1975-76 will be reached 
as progress of work on many projects 
is being closely monitored and the 
state electricity boards concerned are 
also being helped with additional funds, 
if key projects are held up on account 
of lack of resources. It was only recently 
indicated by the union Finance ministry 
that the allocation for power and irriga¬ 
tion projects has been increased by Rs 100 
crores over and above the substantial 
allocation in the annua) Kan. 

The aggregate installed capacity can 
thus be expected to rise to 23 million 
kw and more by the end of the current 
financial year. As strenuous efforts are 
being made to improve the operating 
efficiency of thermal stations, it is actu¬ 
ally estimated that the power availabili¬ 
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ty will increase by 30per«entinthe 
next few months. /THe 'pieMft'li WUUy' 
gratifying and it can be espeetoi fhat 
there wiU he a substantial fnaMi# in 
the production of aluminium, copper 
and zinc. The sled plants also will nut 
be experiencing any shortage of power 
or coal while the cement, industry will 
be in a position to operate at overfl5 
per cent of its rated capacity for similar 
reasons. A higher level of production 
of ferrous and non-ferrous metals, fer¬ 
tilisers and cement should be mating a 
success of the export effort besides re¬ 
ducing sizably imports in several direc¬ 
tions. 

There may even be a problem of ab¬ 
sorption of larger industrial output un¬ 
less imports are carefully regulated and 
the demand for many products is also 
stimulated by suitable adjustments in 
excise duties and judicious increase in 
Plan allocation for effectively utilizing 
the output of public sector unit and lar¬ 
ger output of cement and steel. The in¬ 
crease in the value of industrial produc¬ 
tion alone may be easily Rs 2500 crores 
in a full year and the ministries con¬ 
cerned will have to ensure that the efforts 
to utilise in an optimum manner existing 
capacity are not foiled by unrestricted 
imports or unimaginative demand mana¬ 
gement. 

The central government is aware iff 
the problems that may be encountered 
in the coming months. But there does 
not seem to be foil appreciation of the 
new difficulties that may be encountered 
if timely action is not taken for reflation 
in select directions. With suitable 
changes in fiscal and credit policies and 
increase in plan allocations, the improve¬ 
ment in industrial production can be 
even eight per cent in the current year 
while the national income may rise by 
over 5.5 per cent. 

The bright prospects for countering 
inflation effectively and for planning on 
ambitious lines are no doubt due to ex¬ 
pectations of bumper kharif crops 
an increase in industrial production from 
the low levels of the two previous yegie. 
The planners, however, wtil have a more 
challenging task in the years 
the improved capability fta 




power schema# in an ambitions manner 
and the possibility of increasing even 
generating capacity by 3500 mw in 
1976-77, the central and state govern¬ 
ments have to work in close concert not 
only in respect of power generation but 
also in inter-linking state grids and im¬ 
proving the scope for ‘banking’ during 
periods when there is an unexpected in- 
crease in hydel generation. 

In the southern region particularly, 
unexpected situations may arise in July- 
October in the coming years as lddiki 
project will be in full operation in its 
first phasfe in 1976 and the mammoth 
Kalinadhi project also may start supplying 
power from 1978. In Andhra Pradesh too, 
new hydel capacity is being created while 
there is a huge thermal capacity in both 
Tamil Nadu and Andhra Pradesh. It 
should not happen that the thermal 
stations have to be shut down or slowed 
clown in an unscheduled manner when 
there is an ‘‘excess” of hydel power. It 
will probably be desirable to improve 
the inter-linking of slate grids of 
Andhra Pradesh with those of Orissa 


and Madhya Pradesh, while Karnataka 
should be in a position to pump out 
larger quantities of surplus power into 
Maharashtra grid if the necessity 
arose. 

Similarly there will have to be a bet¬ 
ter linking of the grids of Uttar Pradesh 
with those of Bihar and West Bengal so 
that regional operations can be carried 
out effectively and regional surplus also 
fed into needy nearby areas. The newly 
created central electricity authority 
and corporations of central govern¬ 
ment wilt no doubt be looking into 
these problems. But future planning 
will have to take more careful note of 
the deficiencies of particular regions and 
of the technical difficulties encountered 
in operation and transmission. An im¬ 
portant phase in power generation and 
transmission has been reached and the 
maximum benefits can be derived out of 
the huge investment already incurred 
and new capacity being created only if 
state electricity boards realised fully 
their new responsibilities and regional 
authorities functioned with alacrity. 


Rational fertilizer use 


Rationalisation of the application of 
chemical fertilizers to our agrarian econo¬ 
my may not be of much significance at 
the present juncture when the supply, 
thanks to large imports already contract¬ 
ed—even though they have been now 
staggered to some extent —and the en¬ 
couraging trends in domestic produc¬ 
tion, is feared to exceed demand at the 
current high prices despite the recent 
small cut in them. But considering the 
fact that we cannot hope to achieve 
self-sufficiency in respect of this essen¬ 
tial farm input for several years to come, 
the issue apparently is of vital import¬ 
ance. It is encouraging to note that a 
good deal of thought is being bestowed 
on it. An evidence of this was available 
a few days ago when not only the Econo¬ 
mic and Scientific Research Foundation 
brought out an independent study con¬ 
ducted under its auspices by Or S. P. 
Raychaudhuri but also the .Fertilizer 
Association of India (FA!) bold here a 


group discussion for evolving a national 
policy on intensive versus extensive use 
of fertilizers. 

Interestingly enough, both the study 
by Dr Raychaudhuri and the group dis¬ 
cussion organised by the FAI have 
thrown up several parcliel suggestions, 
which, indeed, arc quite wholesome. The 
two most important common recommen¬ 
dations are that there is imperative need 
for reorienting the use of fertilisers for 
maximising agricultural output in gene¬ 
ral, instead of the present practice of 
using fertilizers for maximising the yield 
per unit area, and fostering the applica¬ 
tion of chemical fertilizers in conjunc¬ 
tion with organic manures. 

Hie extension of fertilizer use to areas 
not currently under irrigation or assured 
rainfall obviously has to be encouraged 
if agricultural production is to be steadi¬ 
ly raised to meet the growing require¬ 
ments of the country not only on the 


food front but also in respect of com¬ 
mercial crops needed by the industrial 
sector. Nearly 75 per cent of our agri¬ 
cultural economy currently either does 
not have irrigation facilities or assured 
rainfall in adequate quantities. Fortuna¬ 
tely, the experiments conducted recently 
on dry land farming and the evolving of 
improved seeds for such areas have re¬ 
vealed that output, particularly of food- 
grains, can be raised through a judicious 
use of chemical fertilizers there in com¬ 
bination with organic manures. Concert¬ 
ed steps in this direction, therefore, are 
urgently called for. 

Fostering the use of chemical fertili¬ 
zers in conjunction with organic man¬ 
ures even in the areas under assured 
rainfall or irrigation is warranted on 
two grounds. First, it will help in bridg¬ 
ing the gap between the indigenous sup¬ 
ply of and demand for chemical ferti¬ 
lizers. Second, it will assist in restoring 
to land such micro-nutrients as zinc and 
copper which have become deficient in 
many areas as a result of continuous ap¬ 
plication of chemical fertilizers in large 
quantities over the past 15 years or so. 
Dr Raychaudhuri has very significantly 
pointed out in his study the vast poten¬ 
tial that exists in our country of organic 
manure resources—nearly 11 million 
tonnes of urban compost and 658 million 
tonnes of rural compost per annum and 
800 million gallons per day of city sew¬ 
age and sullage. The cattle dung alone, 
according to Dr Raychaudhuri’s assess¬ 
ment, can supply annually 2.67 million 
tonnes of nitrogen, 1.33 million tonnes 
of P,O s and 2.0 million tonnes of K 2 0. 
Poultry refuse and night soil, he has 
stressed, have a very high potential as 
manure. 

If even 50 per cent of these sources 
of organic manures can be harnessed 
for use along with the presently available 
chemical fertilizers, there will not 
remain any shortage of fertilizers in 
the country. Slag from steel plants. Dr 
Raychaudhuri suggested, can be very pro¬ 
fitably used for the supply of phos¬ 
phorus to crops besides lime and a fair 
quantity of other micro-nutrient ele¬ 
ments. Sulphur-coated urea and granu¬ 
lated fertilizers, according to Dr Ray¬ 
chaudhuri, have been found to be more 
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effective than ordinary forms. A good 
dealbf economy in the application of 
nitrogenous fertilizers can be achieved 
through the use of anhydrous ammonia 
directly as fertilizer. This, however, will 
need a great deal of strengthening of the 
technical expertise available to farmers. 

Another very important suggestion 
thrown up by the experts who partici¬ 
pated in the FATs group discussion as 
well as by Dr Raychaudhuri is the split¬ 
ting of the application of nitrogenous, 
phosphatic and potash fertilizers as bet¬ 
ween the kharif and rabi crops, taking 
into consideration the nutrient require¬ 
ments of the crops to be grown on a 
particular piece of land in a year. As 
suggested by Mr B. Sivaraman, Member 
for Agriculture in the Planning Com¬ 
mission, in his valedictory address to 
the FAI's group discussion, this splitting 
up of the application of various fertili¬ 
zers would require frequent soil testing 
for which facilities on a countrywide 
basis ought to be set up expeditiously. 

Mr Sivaraman has also very aptly 
called for a reorientation of fertilizer 
application so as to maximise farmer's 
profits, instead of trying to impress 
upon him the utility of fertilizers as 
long as there is some extra output 
available from their use. The recent 
slackness in demand has its genesis to a 
great extent in the legitimate tendency 
of farmers to maximise their profits. 
Owing to the high prices of fertilizers 
and the limited resources of our farming 
community, the law of diminishing re¬ 
turns obviously is not conducive to op¬ 
timum use of this farm input. The im¬ 
plications of Mr Sivaraman practical 
advice need to he thoroughly gone into. 

The need for augmenting credit faci¬ 
lities to enable farmers to purchase ferti¬ 
lizers cannot be overemphasised. Dr 
Raychaudhuri has pertinently observed 
ih his study that despite the prices of 
fertilizers nearly doubling in the last 
two years because of hike in the prices 
of west Asian crude oil, the credit avail¬ 
ably from cooperative societies for pur¬ 
chase of fertilizers remains the same 
as . before. If the credit needs of the far¬ 
ming community are not met expeditious- 
ly, bc warns that some farmers may deve¬ 


lop antipathy towards the use of high* 
yielding varieties of foodgrains and may 
prefer to switch over to commercial 
crops. There has to be a proper correla¬ 
tion between the prices df fertilizers and 
those of foodgrains if the farmers are to 
be enthused to produce more grains. 

Rationalisation of application of 
fertilizers as suggested by Dr Raychau¬ 
dhuri and the experts attending the group 
discussion of the FAI can be expected 


Approach to 

The conference of the chief executives 
of the state industrial development 
corporations (SIDCs), held in New 
Delhi on September 4 and 5, sug¬ 
gested that all states should have a 
uniform policy in regard to joint sector 
projects. The conference proposed to 
set up a Council of State Industrial 
Development and Investment Corpora¬ 
tions of India (COSIDICI) to evolve a 
common approach in respect of the 
joint sector as well as other aspects of 
investment. How far is this suggestion 
practicable? 

As regards the joint sector, is it 
really necessary to evolve a uniform 
policy in all states? Conditions and 
problems of industrial development vary 
considerably from state to state. In 
some states, there is a severe shortage 
of entrepreneurial talent as well as iftfra- 
structural facilities whereas in others 
industrial development has already made 
substantial progress on account of the 
enlightened policies adopted by the 
governments concerned. For instance 
in the ldst five years, the states in th? 
eastern region have been able to make 
little advance in developing industries 
while those of Maharashtra, Tamil Nadu 
and Puniab have rapidly forged ahead. 
In such circumstances, will it be feasible 
to have a common approach to the joint 
sector? 

Die Delhi conference suggested that 
the uniform policy should be within 
the broad guidelines evolved by the 
centre. But are not these guidelines 
really too broad and vague to be of any 


to cast new burdens of the txtemkm 
services of the state governments as wall 
as of producers. The extension services, 
thus, have to be strengthened. The use 
of fertilizers on a rational basis cannot 
be postponed for long fbr shortages may 
start developing in another year. For 
several years, as mentioned earlier, We 
obviously cannot hope to become self- 
sufficient in fertilizers. Their applica¬ 
tion, therefore, has to be steadily ration¬ 
alised to yield the maximum results. 


joint sector 

practical use either to entreprenursor the 
state governments? Take, for example, 
the following sentence from the “Guide¬ 
lines for Industries 1975-76'’, issued 
recently by the union ministry of Indus¬ 
try & Civil Supplies: “In all the different 
kinds of joint sector units, the govern¬ 
ment will ensure for itself an effective 
role in guiding policies, management 
and operations, the actual pattern and 
mode being decided as appropriate in 
each case". 

The Guidelines also says that “each 
proposal for establishing a joint sector 
unit of this nature will have to be judged 
and decided on its merits in the light 
of government’s social and economic 
policies". In view of this approach, 
it is difficult to see how wc can have 
a meaningful uniform policy in regard to 
joint sector for all states. The joint 
sector unit has been described as “a 
device which may. be resorted to in 
specific cases having regard to the 
production targets of ihc Plan". But 
considerations other than production 
targets should also be taken into account 
while encouraging joint sector projects. 

The government of India has clarified 
that the “joint sector will not be per¬ 
mitted to be used for the entry of larger 
houses, dominant undertakings and 
foreign companies in industries in which 
they are otherwise precluded on their 
own". But a flexible approach has to 
be made in this regard since there are 
many states which have a large number 
of backward areas with immense poten¬ 
tial for developing industries. 

In view of what the gbyernmetit of 
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India ha* clearly stated in its CuidelineB form of contribution to feasibility studies, exceptions has been poor”. The Con* 
and New Delhi’s desire that the SIDCs return of octroi and sales tax, subsidy mission has suggested that a certain 
should disinvest their holdings in Joint on power, preference in the matter of reorganisation and streamlining of their 
sector projects as far as possible, it purchase by government, and so on. administrative and technical apparatus 
seems better for the chief executives of The chief executives of the SIDCs win do is necessary, that their equity base 
the SIDCs not to waste their time and wen to review the working of these should be strengthened to enable them 
energy in trying to evolve a uniform schemes and examine to what extent to obtain the necessary institutional 
policy for the joint sector. Instead, they they can be made more attractive and finance for undertaking a large number 
should concentrate their attention on effective. While uniformity in the of viable projects, and that the prooedu- 
expediting the completion of the various matter of these incentives may not be ral hurdles, which slow down their work, 
joint sector projects and on running possible since this will depend on the should be eliminated. There seems to 
them smoothy and efficiently. financial position of the states, there is be a general impression in the country 

no reason why they cannot operate them that most SIDCs are doing very little 

Incidentally, it is worth noting that ai- on a long-term basis, say, at least for a of promotional work and that they are 
though the joint sector concept has been period of five years at a stretch, so that concentrating their attention mainly on 
in operation for the past five years, no investors'and entrepreneurs can plan their administration such as implementing 
one knows bow many such projects have projects with confidence. the incentive schemes. While some 

been actually started in various states SIDCs complain of scarcity of resources, 

and to what extent they have been func* The Planning Commission has said there are others which have sizable un- 
tioning satisfactorily. In many states, in the draft fifth-five year Plan that a utilised funds. The government of India 
joint sector schemes have been makiog significant proportion of the growth in and the state governments should ensure 
very slow progress. For example. West industries is expected to come from the that the SIDCs become effective instru- 
Bengal has sponsored some major pro* SIDCs but it has observed that “on ments for speeding up the growth of 
jects in the joint sector such as auto- the whole, their performance with a few industries, 
mobile tyres and tubes, TV receiving 
sets, cement, scooters, alloy steels. 
nylon-6, maleic anhydride, cigarettes, 
tungsten filaments, spinning mills, and 
newsprint. The letters of intent for 
the manufacture of 200,000 tonnes of 
cement per year were issued to the 
West Bengal Industrial Development 
Corporation in December 1971 and for 
alloy steel and automobile tyres and 
tube? in September 1972. But these and 
some other projects have not been pro¬ 
gressing according to schedule due to 
one difficulty or the other. 

Meanwhile, the government of West 
Bengal seems to think that the time has 
come to stop further promotion of joint 
sector projects. Such schemes were consi¬ 
dered essential some four years ago when 
the climate for investment in West Bengal 
was uncertain and unfavourable due to 
various reasons. But since, with the 
advent of political stability and improve* 
meat in the labour situation, the state 
government now feels that it should use 
its resources for the promotion of Myall 
and medium industries rather than on 
implementing joint sector projects. 

Most state fovernmenta haVe been 
giving »variety of incentives for pro¬ 
moting investment. These are in the 
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R.C. Unimat 


Engineering exports to Africe * Defence under¬ 
takings' impressive progress • Procurement of 

kharif grains 

The trade mission of the Association of Zambia, Libya and Egypt. Some members 
Indian Engineering Industry (AJEI), which visited a couple of Gulf countries also, 
visited several east and north African The visit of the mission to Nigeria had to 
countries a few days ago under the leader- be postponed due to the recent political 
ship of the president of the Association, developments there. The time originally 
Mr K. G. Khosla, indeed, has done a proposed to be spent in Nigeria was utili- 
commcndable job. Already this “result- sed to visit Egypt, 
oriented’’ delegation has secured orders 

worth one crore of rupees. Enquiries are encouraging assessment 
stated to have been generated to the tune 

of as much as Rs 29 crores, out of which The scope for exporting engineering 
firm orders to the extent of at least four goods to Kenya and Zambia has been 
crores of rupees arc expected to be finalised assessed by the mission as very encourag- 
in the near future. ing, provided, of course, we arc able to 

extend medium-term credit. Kenya has 
The items for which orders and inquiries recently drawn up an ambitious water 
have been received include air compres- development programme—nearly £15 

sors, G. I. pipes and black pipes, farm million are proposed to be spent on this 
equipment and trailer#, industrial and programme in one year. There is, thus, 
construction equipment, railway shock excelleiit scope for the export of pumps, 
absorbers, automatic shock absorbers, diesel engines, electromotors, water sto- 
transformers, railway points and crossings, rage tanks, transformers and the other 
industrial fasteners, hand tools, bicycles, equipment for water development. The 
pipe fittings and sluice valves, copper wire, Kenyan government is also interested in 
polythene pipes, water meters, dry batte- the manufacture of these products locally 
ries, wagons, sewing machines, trucks, with Indian expertise, 
buses, tractors, semi-finished components 

for refrigerators, manhole covers, M. S. Like Kenya, which needs developmental 
bars, light fittings and lamps, electrical . finance, Zambia is experiencing financial 
and central cables, fraction h.p. motors, difficulties because of the severe setback 
transmission line towers, large diameter to its foreign exchange earnings as a sequel 
pipes and radial gates. to the sharp decline in the prices of copper 

which is the main export item of this 
engineering expertise country. Zambia has ambitious plans to 

Engineering expertise as well as equip- develop its agriculture and needs machi- 
ment for the construction of dams too "«y and equipment for them as it is short 
have been sought by the African nations; of manpower. 

$p also assistance for setting up engineer¬ 
ing industries. The mission has submitted With a view to fostering trade both with 
a proposal to the Kenyan government Kenya and Zambia, the mission has pro- 
for the establishment of an industrial posed to the government of India that the 
information system in that country. It Industrial Development Bank should 
has been asked by Kenya to prepare provide credit facilities for 5/7 years to 
feasibility studies and project reports on the extent of Rs 25 crores, 
mini sugar plants, card board plants, 

^manufacture of wood screws, corrugated The leader of the mission, during a 
■ sheets, etc. A know-how licensing short visit to the UK after his sojourn to 
tify pfciipent for the manufacture of com- the African countries, has also urged 
has been signed by the mission upon the Crown Agents there to consider 
felMiL the possibilities of purchasing engineering 

goods for Kenya and Zambia from India 
v Assidfis Kenya, the mission visited as this country is now in a position to 

; BCOJNOM14T 586 


produce a wide variety of quality engineer- ! 
ing goods*' 

Unlike Kenya and Zambia, Libya does 
not require any credit to finance imports 
as it has large revenues from oil exports. 
Libya is stated to be interested ip increas¬ 
ing imports from here since the reopening 
of the Suez Canal has shortened the dis¬ 
tance between the two countries a great 
deal. 

The mission concluded in Libya a 
contract to supply garage compressors 
and allied equipment and portable diesel 
and air-cooled stationary compressors. 
The other Libyan inquiries are for MS 
bars, steel pipes, manhole covers, cement, 
MS flats, G.l. pipes and fittings, hand tools, 
machine tools, power equipment, farm 
equipment, cranes, textile machinery, cic. 

In Egypt, the mission found the absence 
of a trade protocol a great hindrance to 
trade. But even then it was able to nego¬ 
tiate a contract for the supply of compres¬ 
sors and railway shock absorbers. Egypt 
has shown interest in importing the follow¬ 
ing products: enamelled bath tubs, in¬ 
dustrial and construction equipment, 
industrial motors, trucks, buses, automo¬ 
tive spares, sewing machines, brake linings, 
dry batteries, sanitary fittings, components 
for refrigerators and fraction horse power 
motors, wagons, railway shock absorbers, 
transformers, compressors, heavy water 
treatment equipment and farm equip¬ 
ment. 


Kenya's requirements 

Kenya has signed contracts for securing 
G. I. pipes and black pipes, transformers, 
industrial fastners. and railway points 
and crossings and has shown interest in 
importing pipe fittings and sluice valves, 
light fittings and lamps, electrical and con¬ 
trol cables, trailer and farm implements, 
agricultural tractors, transmission line 
towers, large diameter pipes and radial 
gates and civil engineering equipment for 
dams. 

Zambia’s inquiries are for hand, tools, 
sanitaryware, pipes and fittings, copper- 
wire, water meters, industrial and construc¬ 
tion equipment; transformers, bicycles, 
polythene pipes, trailers and form imgtfe* 
ments and railway points and crossings. 

An interesting proposal from Egypt 
was to set up joint ventures in the frwt 
trade acme there for which India ©deW 
supply technical kiK>w-how, %ypt land 
and other facilities and the Arab nations 
funds. The joint ventures can be estab¬ 
lished for the mauffciMte bf electric 
motors, gas cookers, water hetttbrs, water 
meters; sewing.machines; .re* 
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firigerators* bIik«; cylinder lines, diesel 
engines,' ■ ■ tools, ceiling fims, cut- 

ting tbol$, etc. 

Thereis stated to be good scope for 
setting up joint ventures in Libya too for 
various industries such as steel pipes and 
cemept plants. 

In mission's opinion, industries supply¬ 
ing machinery and consultancy services 
for the manufacture of the following 
items can profitably explore export pros¬ 
pects in Kenya as sizeable investments 
nave been planned in these industries : 
woven textiles (planned investment £25 
million); sugar (£8.5 million); other food 
and agro-based industries (£16 million) 
wood products (£5 million); paper pulp 
(£5 million); paper conversion and printing 
(£5million); fertilizers and chemicals (£18 
million), and metal products (£15 million). 

delivery schedules 

The exporters to the African countries, 
the mission feels, ought to stick to delivery 
schedules and quality specifications. Con¬ 
cern about delays in delivery and quality 
of„goods was expressed to the mission in 
almost all the countries visited by it. 
After-sales service has also to be provided 
in an adequate measure. 

Encouraged by the results of the above 
mission, the A1EI proposes to send simi¬ 
lar missions during the course of the 
current financial year to west Asia, west 
Africa, south-east Asia and Latin 
America. The west Asian mission is likely 
to visit Iraq, Iran, Abu Dhabi and 
Kuwait. The Latin American countries to 
be visited include Peru, Argentina and 
Colombia, The west African mission will 
visit Zaire, Gabbon, Nigeria, etc., and 
the south-east Asian mission the Philip¬ 
pines, Hong Kong, Malaysia, Indonesia, 
Singapore, etc. 

Briefing pressmen here last week, the 
leader of above mission to east and north 
African nations expressed the view that 
the Indian engineering industry has to 
make concerted efforts at export for the 
domestic demand has tended to shrink in 
the recent months. Fresh orders on many 
engineering firms are understood to have 
gone down by about 20 per cent. The 
easier availability of power and raw ma¬ 
terials, he hoped* would help in bringing 
down somewhat the prices of engineering 
products. That should help in revising 
domestic demand to some extent. But 
the fiscal policy of the government will 
have to be adjusted if the prices of 
engineering goods are to be scaled down 
any significantly. 

* * 

Having registered an impressive in¬ 
crease in production from about Re* 182 
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atom in 1971-72 to as much as Rs. 295 
erases last year, the public sector under- 
takings under the charge of the ministry 
of Dclsiice Production have started taking 
keen interest in export markets. They sold 
abroad last year goods worth Rs. 17.90 
crores, as against a bare Rs. 1.74 crores in 
1969-70, Rs. 2.47 crores in 1970-71 and 
Rs. 2.27 crores in 1971-72. The increase 
in exports since 1972-73 has been at a 
much faster rate than in the preceding 
three years. Exports of these undertak¬ 
ings in 1972-73 aggregated to Rs. 3.50 
crores and in 1973-74 to Rs. 5.34 crores. 

Encouraged by this trend, the under¬ 
takings have been asked to endeavour 
towards a target of exporting 20 per cent 
of their output in the coming few years. 
Exports this year are expected to be much 
higher than in 1974-75, as the overall 
output is anticipated to go up to as much 
as Rs. 376 crores. This target, set in the 
beginning of the year, may. even be ex¬ 
ceeded following the decisions taken early 
this month to increase the productivity 
of the undertakings. 

market strategy 

With a view to accelerating their ex¬ 
ports, the defence production units have 
adopted in the recent past vigorous and 
forward looking market strategies. They 
have been taking part in the trade fairs 
and exhibitions organised in foreign coun¬ 
tries. The senior officials of the under¬ 
takings have also been visiting some of 
the potential areas for promoting exports. 
In some countries, even agents have been 
appointed and efforts made to secure 
export orders through collaborators. The 
contracted export delivery schedules are 
being adhered to scrupulously, so also the 
quality and after-sales commitments. 

Significant successes in export promo¬ 
tion have been achieved by four under¬ 
takings—the Mazagaon Dock Limited; 
the Bharat Earth Movers Limited (BEM L); 
the Bharat Electronics Limited (BEL), 
and the Garden Reach Workshops. Some 
limited attainments are there totWe credit 
of Hindustan Aeronautics and Praga 
Tools. The Mazagaon Dock and the 
Garden Reach Workshops have secured in 
the past 18 months export orders worth 
nearly Rs. 40 crores—for the supply of 
of coastal vessels to some west Asian and 
north African countries as well as to the 
United Kingdom. The Mazagaon Dock 
will.be supplying two water carriers, 
each of 9,000 tonnes capacity, to Iran. 
A very significant achievements of this 
undertaking recently has been the repair 
Of an off-shore drilling vessel belonging 
to a US firm. This repair job brought in 
one million dollars. The undertaking has 
assessed the requirements of the off¬ 


shore drilling programme of the Oil and 
Natural Gas Commission so as to enable 
it to participate in the ONGC’s plans. 

Sizeable orders have been received by 
Bharat Electronics for the export of 
sophisticated electronic equipment and 
by Bharat Earth Movers for the export of 
earth-moving equipment. The exports 
of BEML are to the neighbouring count¬ 
ries and those of BEL to even the sophis¬ 
ticated markets of the west. The amort 
earnings of Mazagaon Dock, including 
the undertaking’s repair work, have gone 
up from Rs. 1.29 crores in 1969-70 to as 
much as Rs. 10.24 crores in 1974-75. 
The Garden Reach Workshops too has 
improved its export earnings in a very 
impressive manner from bare Rs 57,000 
in 1969-70 to Rs. 4.43 lakhs for 1973-74 
and further to Rs. 1.20 crores in 1974-75. 
The BEML exported last year goods 
worth Rs. 4.91 crores, as against Rs. 
15.58 lakhs in the previous year and 
Rs. 26.79 lakhs in 1972-73. Bharat Elect¬ 
ronics stepped up its exports from Rs. 
28.70 lakhs in 1969-70 to Rs. 1.86 crores 
in 1973-74. Last year, however, its exports 
came down to Rs. 99.25 lakhs. The 
exports of Hindustan Aeronautics (HAL) 
last year were around Rs. 49.58 lakhs, as 
against Rs. 13.72 lakhs in 1969-70 and 
those of Praga Tools Rs. 4.84 lakhs, as 
against Rs. 1.79 lakhs. The products of 
Praga Tools are stated to be gaining ac¬ 
ceptance abroad. 

rtducad imports 

The defence production undertakings 
have also made quite an impressive prog¬ 
ress in bringing down the import content 
in their products. The overall import 
content of the aircraft and aero-engines 
manufactured by HAL currently varies 
from 30 and 55 per cent of the value, de¬ 
pending upon the stage of production. 
A wide variety of components, spare parts 
are now being produced indigenously by 
HAL. although some raw materials used 
for their manufacture are still imported. 
The bulk of the foreign exchange outgo 
in the case of aero-engines produced by 
HAL is now accounted for by bought-out 
proprietory items, including various kinds 
of accessories, instruments and avionic 
items. A number of avionic items for the 
* MIG aircraft, of course, are being manu¬ 
factured by the Hyderabad division of 
HAL and some by BEL. 

The import content in the HAL air¬ 
craft is expected to go down substantially 
as production gathers momentum at its 
Lucknow division which has started manu¬ 
facturing various items of aircraft accesso¬ 
ries such as wheels and brakes, hydraulic 
equipment, pressurisation equipment, fiiej 
equipment, ejection seats and instruments 

1975 


587 



in respect of aircraft other than M!Os« f 
The manufacture of a range of accessories 
for MIG 2i-M aircraft is proposed to be 
undertaken soon at the Lucknow factory. 
Another significant contribution to the 
indigenisation of aircraft manufacture 
will be made when Bharat Aluminium 
Corporation’s Korba unit and the ord¬ 
nance factory at Ambajari start producing 
various aluminium alloy extrusions not 
yet available in the country and special 
aircraft steel and other special alloys are 
available from the proposed Mishra Dhatu 
Nigam Ltd. The latter project is expected 
to go into production in 1979 and the 
former much sooner. 

The foreign exchange component in 
BEL’s production of electronic equip¬ 
ment and components has been brought 
down between 1968-69 and 1974-75 from 
35 per cent (by value) to about 24 per 
cent* despite the fact that there has been 
a sharp increase in the prices of imported 
materials and components. In the case of 
some complex defence items, particularly 
those very recently introduced into the 
production line—for example frigate 
radars—the import content presently is in 
the range of 40 per cent. But in the case 
of communication equipment, it is as 
low as 20 to 22 per cent. The overall im¬ 
port content in the case of the compo¬ 
nents division is even lower around 14 per 
cent. 

indigenous content 

The BEML has increased the indi¬ 
genous content in its crawler tractors 
and wheeled heavy earth-moving 
equipment from nearly 30 per cent to as 
much as 60-70 per cent. In the case 
of 35-ton capacity off-the-highway rear 
dumpers, the indigenous content has 
been raised to 80 per cent. 

Praga Tools has achieved nearly 90 per 
cent indigenisation in its products, except 
in the case of George Fischer copy lathes 
the manufacture of which was taken up 
only recently. In this item, indigenisation 
has been achieved to the extent of about 
70 per cent. 

The overall import content of the 
frigates being built at Mazagaon Dock is 
45 per cent. This is also the case with the 

J '> dredgers and other merchant vessels built 
at the Dock. This percentage, however, 

expected to go down sharply in the 
near future with the progressive use of 
tlbaindigenously produced marine diesel 
f^pesand dock machinery items. 

^ the case of anti-tank missiles, indi- 
ggmaation is said to have been achieved 
t$ the order of about 70 per cent. 

i-H 
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ther improve the iodtanotis content in 
the products of the defence production 
units by locating suitable indigenous 
sources for the items srifi being imported. 
The fixture progress* however, is expected 
to slow down a bit in some undertakings 
because of the complicated nature of the 
materials and components needed and also 
due to their small requirements. 

RAO effort 

The marked increases in the indigenous 
content of the products of the defence 
production undertakings have resulted 
From their R & D efforts. The expenditure 
on these efforts, though still modest 
compared to their outputs, has gone up 
significantly during the last three years— 
from Rs 4.18 crorcs in 1972-73 to Rs 
7.55 crores in 1974-75. Through their 
R & D endeavours, the various undertak¬ 
ings have as well improved upon their 
production processes and developed new 
products. The BEML, for instance, has 
developed, entirely on its own, a shovel 
with 1.3 cubic metre multipurpose bucket. 
This is a track version vehicle which gives 
the operator a better grip, particularly 
on soft soils. This undertaking has also 
developed a 4.5 cubic metre fully articula¬ 
ted front-end loader, which saves move¬ 
ment time as loading can be done by 
it at any angle. The development of a 
32-ton bottom dump coal hauler, especially 
required by the Coal Mines Authority, 
has also been completed by BEML. A 
special feature of this machine is that it 
opens up in two longitudinal halves at the 
bottom and, therefore, provides greater 
facility in handling of coal. A power shift 
transmission for dozer application is 
currently being developed. 

The significant items whose develop¬ 
ment and production has been carried out 
in BEL relate to the following : 

(!) A series of HF and VHF equip¬ 
ments for the police services and 
other users (a second generation is 
now under development and will 
be produced commencing this 
year). 

(//) VHF Transreceivers for ground-to- 
air communication. 

(Hi) Tape-recorders and other studio 
equipment for AH India Radio. 

(/v) Storm warning radars tor meteo¬ 
rological department. 

(v) A variety of transmitting tubes. 

(vi) Magnetrons. 

(v/i) Hybrid micro-circuits for speci¬ 
fic applications, 

(v/i!) Crystal filters. 
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(ix) Integrated circuits and discrete 
semiconductor devices. 

As the vintage Of equipments manufac¬ 
tured by BEL under collaboration fag* 
declined rapidly* the main thrust Of 
design and development how would be to ' 
fill in the gaps, as and when tbeyarise. 

The Garden Reach Workshops has 
successfully designed and constructed a 
large—7500-ton capacity—esturhux dred¬ 
ger for the Haldia port. It has also recently 
completed design work on 6000-ton cargo 
vessels for which it has orders from the 
Mogul Lines. v 

In addition to the design achievements 
made in the recent years by Hindustan 
Aeronautics, this undertaking has now 
developed a modified version of GNAT, 
The new version has been named AJEET. 

It has improved navigation, communica¬ 
tion, hydraulic, longitudinal control and 
fuel systems, a better ejection seat and a 
modified under-carriage. The series pro¬ 
duction of AJEET is expected to be taken 
up by next year. 

# * 


Presumably on expectations of a bumper 
kharif crop, the Agricultural Prices Com¬ 
mission (APC) is understood to have 
recommended that the procurement prices 
for paddy this year should be maintained 
at the last year’s levels of Rs 76 per 
quintal for the ’’medium'’ variety and 
Rs 80 and Rs 85 for “parmal” and 
“basmati" qualities. The recommended 
price for coarse rice and other coarse 
grains is Rs. 74 per quintal. 


The procurement of kharif rice, it has 
been suggested, should be stepped up to 
5.3 million tonnes from the last year’s 
target of 4.1 million tonnes, although 
actual procurement last year did not ex¬ 
ceed 3.6 million tonnes. Andhra Pradesh 
and Punjab have been assigned targets of 
one million tonnes each. The targets 
suggested for the other states are : Tamil 
Nadu 600,000 tonnes, Uttar Pradesh 
550,000 tonnes. West Bengal 400,000 
tonnes; Haryana 350,000 tonnes* Madhya 
Pradesh 350,000 tonnes. 


The minister for Agriculture, Mr 
Jagjivan Ram, has started consultations 
witn the chief ministers of the concerned 


-- - — Vi* 

curement prices of kharif grains. Though 
there appears to be some pressure for 
raising the ; procurement prices because of 
increased input costs, the government 
is not likely to depart from the recom¬ 
mendations of the APC. The dedifan 
on the issue is expected to be tafcett by 
the end of this month. . V \ 




Controlling cash credit 

Dr B. Ramachandra Rmo system of lending 

It was the Dehejia Committee's report, always keep the bank in the dark in the as to the end-use of money frqh$.:ti£ 
which was submitted in September 1969 the operations of his cash credit ac- cash credit accounts. Perhaps only now 
that pointed out that the working capital count. banks have started doing this in a small 

advances of banks are granted by way way in the case of big parties after the 

of cash credit limits which are only Another drawback in the cash credit scrutiny of Big 50 accounts in each 
technically repayblc on demand. The system is that the drawing power is bank started in 1973. But even in the 
system was found convenient in view of fixed normally not on daily basis but for case of big parties, it will be possible 
the emphasis placed by banks on the a period ahead based on a particular to check only big withdrawals starting 
security aspects. These short term day's inventory. For example the draw- from a certain fixed figure determined 
advances though secured by current ing pdwer for .February is based on the on arbitrary basis, 
assets are not necessarily utilised stock level held on the last day of > 


for short term purposes. The result is 
that cash credit advances have no longer 
remained short term or self-liquidating 
in as much as although cash receipts from 
sales are adjusted in a cash credit account 
from time to time, it is found that on a 
large number of accounts no credit 
balance emerges nor is debit balance fully 
wiped out over a period of years as the 
withdrawals are in excess of receipts. 
Industries have been heavily relying on 
bank credit by way of cash credit system 
which has accounted for about 70 per cent 
of total bank credit in recent times. 
The cash credit system is beset with so 
many loopholes that it has been very 
convenient for the borrowers to avail 
working capital loans mainly in 
this form giving security of current 
assets. 

no scrutiny 

It has been confirmed by the Dehcjia 
committee that because of the cash 
credit system, borrowers could get more 
credit from the banking sector than what 
was warranted by the actual production 
performance of the industrial sector. 
This is possible because when once the 
cash credit limit is sanctioned for the 
working capital purposes, the withdrawis 
are hardly scrutinised by the banks and 
the borrower can freely draw funds 
within the limit sanctioned to him. 
Strictly speaking the drawals should 
be for purchases of raw materials, and 
payment of various current expenses. 
But where self cheques are drawn it is 
not possible to ensure end-use of the 
; funds drawn from the account. While 
the party can draw up to the full limit, 
he may also not credit sale proceeds to 
the account. So the horrbwUf can 
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January. But the periodicity for fixing 
the D/P may be weekly or fortnightly or 
monthly depending upon the frequency 
of inventory purchases and stock dis¬ 
posals. 

funds at disposal 

In this system what happens is that 
though there would be stock level on 
the day when D/P would be fixed during 
the next period when the same D/P is in 
force, the stock level may considerably 
go down or there may not be even stock 
at all, but the borrower would enjoy 
full credit already drawn and besides 
he will keep to himself the sale proceeds 
of the inventory disposed of during the 
period. Thus he will have more credit 
or funds at his disposal than what is 
warranted. This situation arises in the 
cash credit system particularly when the 
charging of inventory is on hypothe¬ 
cation basis. It cannot happen if the 
security is on pledge system. But 
in industrial advances, where there is 
production cycle, the raw materials and 
work-in-proccss do not lend themselves 
into the pledge system and only hypo¬ 
thecation system would suit them. 

A major charge against the cash 
credit system was that it was utilised by 
big companies for financing the gap bet¬ 
ween the long term assets and long term 
liabilities. This was confirmed by a 
study of 255 companies between 1961-62 
and 1966-67. When funds are drawn 
from cash credit account for purposes 
other than for current operations, it 
could be either for acquiring long term 
assets or for investment in non-current 
assets. This is possible because no 
checking is made of drawals by banks 


The tendency in the past, developed 
to divert funds from the cash credit 
account for long term uses for non-, 
current uses because banks were very 
much chary to entertain proposals for 
financing the term assets due to the 
long period involved for repayment. So 
naturally borrowers took undue advant¬ 
age of the loopholes in the control system 
of cash credit accouuts by banks. More¬ 
over if loans were (o be taken from term 
lending bodies, borrowers knew what 
an inordinate delay there would be for 
getting the loan sanctioned. 

wrong pattern 

Basically it is a wrong pattern of 
financing if funds from cash credit are 
utilised to acquire long term assets pr 
for non-current assets. If this type of 
diversion takes place from the cash credit 
a/c, there will be deterioration in the 
current ratio, as current liabilities will 
be more than the current strain to carry 
on the current operations due to shor¬ 
tage of current funds. The situation cam 
be set right only by rectifying the Wrong 
pattern of financing by raising funds bn 
the cover of term assets or non-current 
assets and ploughing them back as working 
ftmds into the oparating cycle. By so 
doing once again the current assets will 
improve and also the current ratio. 
Instead of increasing the current assets, 
the funds borrowed on the security of 
term assets or non-current assets can 
also be applied to reduce the cash credit 
liability (i.c. current liability) in which 
case also the liquidity position will im¬ 
prove as the current assets will remain 
unaffected. 

It is felt that the cash credit system 
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has also resulted in double or multiple 
financing of inventory. The purchaser 
and seller are at the same time able to 
receive bank credit against the same 
stocks of goods. The seller will get 
money against receivables and the buyer 
against the goods bought by him but not 
paid for. The banker will not ensure 
whether the goods under cover are paid 
for or will be paid for when the funds 
are drawn from the cash credit account. 
This will enable the buyer to hold the 
stock not paid for and also to enjoy 
credit thcrcagainst. The double credit 
thus enjoyed will enable the buyer to 
divert his funds either elsewhere or for 
procuring further slock from other 
creditors which again may be brought as 
security for the cash credit account for 
further drawals. 

gradual replacement 

To check double financing as above* 
the Dehejia Committee had suggested 
the gradual replacement of cash credit 
system by loaning type of lending and 
bill finance. There is another advan¬ 
tage also in the loan type of advance 
and bill finance vis-a-vis the cash credit 
lending. In the cash credit system* 
though it is called as an annual short 
term facility, in reality it continues to be 
a permanent facility by renewal. Further 
in each cash credit account, there is a 
hard core liability below which the 
balance will not go down and such hard 
core needs should be financed by a term 
loan for working capital, and the vari¬ 
able short term component part only 
should be financed as such credit on a 
short term basis. But in practice this is 
not done and the hard core continues on 
a permanent basis in the cash credit 
system and it is a misnomer to call a 
credit system as a short term finance. 
Those who oppose the cash credit sys¬ 
tem say that the hard core should be 
financed by the owners’ money and if 
they have no funds, they should take 
a term loan and repay it over a period 
till the hard core is wiped out by the 
surplus earnings. 

When the facility is taken on loan 
basis or bill finance, as opposed to a 
cash credit system, it really becomes 
a short term finance. In the case of 
loan, it may be granted for one year 
Or for a longer term. In any case as and 
when the instalments are paid, the 
liability goes on diminishing and there 
is ho element of permanency here. In 

case of bill finance also there is no 
^l^rmanency and there will be quick 
'l^tim-flow of funds. Bill finance is of 
Sa self-liquidating type. When the 
drawee or acceptor who is the buyer of 
the stock pays the amount on the due 


date, the bill liability is automatically 
liquidated and the bank gets back its 
money at short intervals for further 
advance. But in the case of cash credit 
account, it is not of a self-liquidating 
nature where it is always fully drawn 
or where remittances are not passed into 
the account. Further there is no speci¬ 
fic date of repayment of the advance 
as in the case of bill finance. The 
salient features and advantages of bill 
finance have been dealt with elaborately 
in the report submitted by the Study 
Group headed by Mr M. Narasimhan, 
former Secretary of the Reserve Bank of 
India, Bombay, in June 1970. 

Because of the advantages of the 
bill finance scheme, the RBI introduced 
the New Bill Market Scheme with effect 
from November 1, 1970 and during the 
credit squeeze period, the scheme gathered 
momentum, but again with a view to curb- 
bing the bank credit resulting out of 
rediscounting available for the banks 
under the New Bill Market Scheme. 

entrenched system 

Whatever may be the merits of the 
loaning system or bill finance, it will not 
be possible to completely eschew the 
cash credit system of lending which is 
deeply entrenched into the Indian 
banking system. No doubt there are 
several loopholes in the cash credit 
system as we have seen above, but that 
does not mean we can throw away this 
time honoured system which has grown 
with the Indian banking. The solution 
lies in its continuance with more cont¬ 
rols and financial discipline on the cash 
credit borrowers. Some of the control 
measures are listed below: 

(1) Exact working capital finance 
should be computed for inven¬ 
tory as well as sales after 
allowing for the trade credits 
and advance-payments received. 


Where more inventory huild-tip 
is there, the Tandon Committee 
norms, if applicable, may be 
enforced* 

(2) Drawing power must de decided 
at very short intervals, prefer¬ 
ably on weekly basis. 

(3) Bank has to ensure that when' 
stock is reduced, the liability 
in the account is also corres¬ 
pondingly brought down. 

(4) Sale proceeds of the stock or 
the proceeds of the discounted 
bills should be credited to the 
cash credit account if the inven¬ 
tory disposed of is covered by 
the cash credit account. 

(5) As far as possible cash credit 
accouut should be on pledge 
basis so that there could be 
control on the transactions and 
the funds. 

(6) Cash credit a/c on hypothecation 
basis may be as far as possible 
restricted to the processing time 
of the inputs into finished pro¬ 
ducts in the operating cycle. 
This will block the possibility of 
sale of finished products covered 
under the open loan and not 
remitting the funds into the 
account. 

(7) Banks may insist on the submis¬ 
sion of cash budget, preferably 
on monthly basis for all big 
accounts indicating the projected 
cash receipts and cash payments. 
Actuals may be called for after 
the budget period to compare 
the variances. This will Kelp 
detect, whether all receipts are 
banked and all payments are 
made through the account. 

(8) Bank may insist on the names 
of the payees in the cheques and 
where cheques are self-drawn, the 
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In a representation to the Commerce Depart- relaxation as circumstances permit. The AssOcia- 
ment, the Indian Exporters 4 Association have tion liave also represented that the Government 
welcomed the decision of the Government of India should, in addition to appointing Trade Repre- 
to explore the possibilities of establishing trade sentatives in foreign countries, organise and send 
relations with the pre-war overseas markets of representative trade missions of manufacturers, 
Japan in South-East Asia and the Middle East, industrialists and exporters. This is an important 
They have rightly pointed out that continuation suggestion and should be acted up to immediately, 
of the various export controls and restrictions will We have suggested often the heed for closer con- 
handicap the restoration of normal trade relations tact between the business men hem and other 
and, therefore, pleaded for their withdrawal or countries with whom we may have trade dealings. 
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purpose may be ascertained and 
, got satisfied. 

(9) The hard core in the cash credit 
account may he ascertained and 
the borrowers may be persuaded 


to accept a term loan with a 
time-bound repayment schedule. 
Alternatively every year the limit 
may be reduced to the extent of 
inflow of fbnds into the basi¬ 
nets. 


If the banks can be strict about the 
above measures and if the borrowers 
see reason to co-operate, there should 
be ho objection to continue the cash 
credit system of lending by the banks. 


Sugar cooperatives in Meharshtra K. K. Tabnni 


Sugar industry is the second largest 
industry in the country next only to 
textiles. More than 50 lakh farmers 
supply*sugar-cane to over 240 factories 
all over the country. The sugar coope¬ 
ratives account for more than 40 per cent 
of the country’s total production and 
are poised, given the licensing policy of 
the government of India, to emerge as the 
dominant producers of sugar in the future. 

In the fifties, i.e. prior to the com¬ 
mencement of the country's first five-year 
Plan, the sugar industry was almost enti¬ 
rely controlled by the private sector. Of 
the 140 sugar factories in operation at 
that time producing one million tonnes of 
sugar, only two were in the cooperative 
fold, contributing not more than half 
per cent of the sugar output. The posi¬ 
tion has smee radically changed. There 
were 84 sugar cooperatives at the end of 
1973-74 season, ‘ producing around 1.6 
million tonnes out of the country’s total 
production of nearly four million tonnes 
sugar, thereby accounting for nearly 40 
per cent of the total production. 

spectacular success 

Recent press reports spoke of Maha¬ 
rashtra as the top sugar producing state 
in the country, accounting for 1.5 million 
tonnes of sugar out of the total pro¬ 
duction of 4.9 million tonnes in the 
country during 1974-75. The share of the 
sugar cooperatives was more than 85 per 
cent of the total production of 1.5 million 
tonnes in Maharashtra. Thus the credit 
for this spectacular success goes to 41 
cooperative sugar factories out of the 
total 51 sugar factories in this state. Not 
only did the production of sugar of the co¬ 
operatives in the state increase during the 
year, there was also a corresponding in¬ 
crease in the recovery of sugar, better 
utilisation of capacity and longercrushing 
season. 

Apart from their obvious importance 
as a producer of sugar, the sugar coope¬ 
ratives in Maharashtra have also emerged 
as powerful instruments of socio-economic 
import in their respective areas of 
operation, with considerable political 
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relevance. It is now often claimed by 
the political leaders especially of ruling 
political party in the state that sugar 
cooperatives have brought unprecedented 
upsurge in the rural area, especially in 
their immediate neighbourhood—econo¬ 
mic prosperity, increased employment, 
education facilities, modern outlook 
towards agriculture, rural industrialisation 
etc. In other words, sugar cooperatives 
had proved active agents of social and 
economic change in these areas. While 
opinions do differ specially on their contri¬ 
bution to the public weal and some even 
talk of these institutions as instruments 
of wielding political power, all however 
seem to agree that these cooperatives 
have really brought economic prosperity 
in hitherto backward and inaccessible 
areas of Maharashtra. 

Table I gives the performance of sugar 
cooperatives in Maharashtra during the 
last three years. Not only has there been 
a steady increase in their capacity 
utilization, there has also been a 
phenomenal increase in their member¬ 
ship—the grower members rising from 
1,88,000 in 1971-72 to 2,62,000 in 1973- 
74, an increase of 40 per cent over two 
years. 

Tabic II gives the fianneial structure 

Operations of Sugar 


No. of Factories 
Licensed 
In production 

Capacity in use per day (metric ton) 

Members 

Growers 

Total 

Sugar-cane crushed (metric tons) 
Sugar produced qtly. (metric tons) 
Value of sugar produced (Rs in lakhs) 

Profits 

No. 

Amount (in Rs lakhs) 

Loss 

No. 

Amount (in Rs lakhs) 

Others 


of sugar cooperatives in the state for the 
last four years 

Two significant aspects of the financial 
structure are: 

• 

(a) marginal dependence on govern¬ 
ment as a source of raising finance; and 

(b) the massive contribution by the 
members in the form of compulsory 
deposits which stood at Rs 42.13 crorcs 
at the end of 1973-74. In fact the internal 
resources including members’ deposits 
accounted for 46 per cent of the total 
resources of the sugar cooperatives in the 
state at the end of 1973-74 (Table II). 
Significantly government accounted for 
only six per cent of the resources directly 
and along with long term lending 
institutions, such as IFC, LIC, UTI, 
1DBI etc. the contribution of the 
government and these institutions caifie to 
only 16 per cent. 

So remarkable is their performance 
and so marginal is their dependence on 
government. 

Table III gives the recovery position of 
sugar cooperative in Maharashtra for the 
last three years and it can be seen that 
Tahle I 

Factories in Maharashtra 


1971-72 

1972-73 

1973-74 

69 

7! 

71 

32 

37 

35 

50566 

59398 

61598 

188380 

218107 

261983 

199204 

229373 

271888 

70.42,076 

78,98,646 

73,39,761 

7,84,754 

8,49,084 

7,89,166 

127,48 

170,99 

172,82 

23 

20 

15 

78.49 

42.01 

39.07 

8 

13 

18 

128.01 

229.46 

461.65 

40 

32 

38 


591 


SEPTEMBER 26, 1975 




SAVE 

90% filing space 

INSTANTLY 

locate and duplicate information 

CUT 

postage and operating costs 


m 


Security of originals 
with Kodak Microfilm 





organisation or a large business house, 
Kodak has the right Microfilm 
equipment to make your records keeping 
imore efficient. 

Kodak representatives will recom- 

K end suitable equipment from a range 
at includes Microfilmers, Processors, 
Reader-printers, and filing equipment. 
Whet s more Kodak representatives will 
(demonstrate how to get the optimum 
Advantage from your installed Microfilm 
Equipment. 

Get Kodak Microfilm equipment—the 
toost efficient records keeping system. 

sfAirotN ECONOMIST 

totor*-*'. ;:r',;/ c. : -- * 




Kodak 
14 mm 
Mierofflm 

4” Spool 



a 


Kodak 
Limited 

Kodak Mouw. 
Or. D,N. Rood, 

. „ 8d«l?iy400001 

'jHUdfUlnr ‘nr* •— 

iswwww. 




their performance bm hem consistently 
tetter than that of the average for the 
state as well as that of all the sugar 
factories in the country, though it is 
far below the averages achieved in Cuba 
and some other countries. 

Several factors explain the success of 
sugar cooperatives particularly in Maha¬ 
rashtra. Some are too obvious like 
democratic management, mass parti¬ 
cipation of cultivators and socio-economic 
orientation of these organisations to¬ 
wards the community around their loca¬ 
tions. Add to this the massive ploughing 
back of resources into the cooperatives 
themselves, enlightened leadership; all- 
out support of state apparatus and above 
all easy marketing of and fancy price for the 
sugar and the picture becomes complete. 

incentive price 

On more mundane level, a major 
reason for the success of sugar coope¬ 
ratives has been the higher price which 
these organisations could pay to the 
cultivator members over the minimum 
price fixed by the government. Table IV 
gives the distribution of sugar coope¬ 
ratives by the price paid in excess over 
the price fixed by the government of 
India. On an average the cultivators have 
been getting Rs 50-60 per tonne in excess 
over the price fixed by the government 
of India and this price is ex-field, for, the 
costs on harvesting, seasoning and trans¬ 
portation from the field to the gate of 
the factory are paid by the sugar coope¬ 
ratives. The higher prices paid by the 
sugar cooperatives have in turn resulted 
in an increased supply of cane to these 
cooperatives and consequently increased 
production of sugar. On the other hand 
pressure is building up on the manage¬ 
ment of private sugar factories to reor¬ 
ganise them on the cooperative basis. 
The benefits to the cultivators and 
all round boom in related economic 


Table II 

Financial Structure of Sugar Cooperatives in Maharashtra 
(Source and Forms of Capital) 

Share Capital (Rs in lakhs) 


Year 



Share capital 



Reserve 

fund 

Total 

by 

grower 

members 

by 

cooper¬ 

atives 

by 

Govt. 

by 

others 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

1970-7! 

3116 

2030 

46 

887 

153 

3079 

1971-72 

3398 

2275 

47 

1037 

45 

3477 

1972-73 

3789 

2581 

49 

1142 

17 

3800 

1973-74 

4468 

2918 

59 

1479 

12 

4515 


Borrowings 


Year 


Borrowings 


Total Govt. Coop. & IFC Deposits Others Total 
commcr- L1C from liabili- 

cial banks IDB1 members ties 


(D 

(») 

(9) 

CIO) 

01) 

02) 

(13) 

(14) 

1970-71 

10600 

226 

4008 

1863 

3055 

1448 

19355 

1971-72 

12662 

138 

5114 

2020 

3581 

1809 

22983 

1972-73 

13827 

325 

6412 

2793 

3835 

462 

25411 

1973-74 

14596 

308 

6792 

2935 

4213 

348 

28690 


Fixed Assets 


Year 


Fixed Assets 



Stock 
of sugar 

Other 

assets 

Total 

assets 

Total 

Land, Plant & 
building machinery 

Stores 

Others 

to 

05) 

(16) 

(171 

08) 

(19) 

(20) 

(21) 

(22) 

1970-71 

9463 

1572 

6349 

741 

805 

5951 

3937 

19355 

1971-72 

11541 

1922 

7800 

1054 

765 

6822 

4620 

22983 

1972-73 

13272 

2027 

8989 

1158 

1098 

7277 

4862 

25411 

1973-74 

15489 

2789 

10649 

1446 

605 

6775 

6426 

28690 


Table III 


Recovery Position of Sugar Cooperatives in Maharashtra 


Particulars 


1971-72 



1972-73 



1973-74 


Maharashtra 

All-India 

Maharashtra 

All-India 

Maharashtra 

All-India 

Coope¬ 

rative 

Total 

Coope¬ 

rative 

Total 

Coope¬ 

rative 

Total 

Coope¬ 

rative 

Total 

Coope¬ 

rative 

Total 

Coope¬ 

rative 

Total 

No. of sugar (Coop.) 
factories in production 

32 

42 

79 

220 

37 

47 

85 

227 

35. 

45 

84 

229 

Cane crushed (Metric 

70.42 

90.53 

120.57 

310.11 

78.98 

100.77 

145.68 

401.40 

73.40 

89.42 

136.14 

422.83 

tonnes in lakhs) 

Average sugar recovery 

11.17 

11.09 

10.66 

10.03 

10.75 

10.56 

10.07 

9.57 

10.75 

10.69 

9.95 

9.34 

(Percentage) 

Sugar production (Me- 
trie tonnes in lakhs) 
Stare of cooperatives 
of total production 
(percentage) 

7.85 

10.06 

41.3 

12.85 

31.13 

8.49 

10.78 

37.9 

14.67 

38.72 

7.89 

9.56 

39.4 

15.54 

39.49 
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activities ate too conspicuous to be over* 
looked. Such has been the impact of the 
performance of the sugar cooperative in 
the state. 

Table IV 


No. of Cooperative Sugar Factories by 
Price per Ton Paid in Excess over the 
Price Fixed by the Government of India 


Between 

Rs 

1971-72 

1972-73 

1973-74 

0—10 

— 

_ 


10-20 

— 

— 

_, 

20—30 

— 

1 

— 

30—40 

5 

12 

_ 

40-50 

4 

10 

4 

50—60 

6 

11 

8 

60-70 

9 

1 

17 

70-80 

6 

— 

5 

80—90 

2 

1 

1 


Despite the apparent success of the 
sugar cooperatives and their performance 
on different fronts, they still have several 
areas of weakness. Here, the reference, 


of course, is not mage! to the alleged 
dominence of econoMcally powerful 
kulaks over these cooperatives or the 
emergence of so-called ‘cooperative capi¬ 
talism*. Intensive field studies have yet to 
be made to properly assess the situation. 
The referenee here is to the management 
and operational activities. Lack of pro- 
fessionalisation in management, lack of 
effort towards cane development, absence 
of inventory control and general neglect 
of maintenance of plant and machinery, 
over-staffing, lack of stability and 
continuity at the top leading to uncer¬ 
tainty, centralisation of authority and 
rigidity and inflexibility in decision 
making, are some of the aspects which 
have not yet received due attention in all 
sugar cooperatives, though, here again, 
there are exceptions. All these have 
resulted in higher cost of production and 
management. Most of these cooperatives 
have not yet evolved viable management 
practices and relationships that are 
normally necessary to increase the mana¬ 
gerial effectiveness and improve the utili¬ 
sation of resources. 

A welcome attempt to oversee the 


future of these sugar coope* 

ratives wasreeentiy made by t fa 
ration of Sugar Cropratives id bwm* 
rashtra when it decided to set up a sugar 
research institute at Poona. Similarly 
varied attempts to reduce cost of pro¬ 
duction of sugar have been made by 
taking up diversification programmes 
for utilisation of by-products. Distilleries 
to manufacture alcohol have proved very 
successful. 

There are also attempts to pool the 
resources of these cooperatives and take 
up activities of socio-economic nature. 
Many sugar cooperatives by themdkelves 
have ventured in educational and cultural 
activities and now provide services to the 
community hitherto inaccessible to a 
majority of the people such as hospitals, 
banks, technical workshops, school and 
college education, etc. 

No wonder over a decade and a half 
sugar cooperatives have emerged in 
Maharashtra as the most powerful sector 
of the economy and invite attention from 
all—politicians, journalists, academicians, 
labour leaders and the common man. 


Entertainments tax in Andhra Pradesh 

Kompella Siva Subrahmanyam 


The object of the present article is to 
describe and analyze the entertainments 
tax levied by the government in Andhra 
Pradesh and assess its place in the finan¬ 
ces of local authorities since the net 
proceeds of the tax are assigned by the 
state government to local authorities in 
the state. 

Entertainments tax is levied mostly 
with the object of finding tax resources 
and is not conceived of as an instrument 
of any economic policy. The tax is an 
outlay tax and therefore is a powerful 
instrument to discourage expenditure 
and to stimulate savings during infla¬ 
tionary situations. Since it is a tax on a 
service, it does not raise any of the 
intricate problems which a lax on goods 
raises. Being a tax on the enjoyment 
of entertainments, the burden of the 
tax is not likely to be felt by the tax¬ 
payers. Collection of the tax is also 
relatively simple. The revenue poten¬ 
tiality of the tax will increase as the 
urban sector with its concomitant faci¬ 
lities for entertainment expands. 

Tbusa tax On entertainments has 
enormous revenue potential in the 
Hkhw sector. A tax on entertainments 
amusements is a lucrative source of 
; revenue to many state governments in 



India. In states where the tax revenue 
is transferred to local authorities, the 
tax plays an important role in local 
budgets. Consequent on the increasing 
importance of the cinema as the princi¬ 
pal source of entertainment, the revenue 
from this tax has increased manifold and 
it is confidently expected to continue 
increasing for some time to come. 

varying practices 

A tax on entertainments is levied in 
almost all countries but the practice in 
regard to its surrender to local autho¬ 
rities is by no means uniform 1 . In some 
countries, it is levied by local authorities 
while in some others, it is levied and 
retained by the higher layer govern¬ 
ments. In a few countries, the tax 
proceeds arc however shared between 
the local authorities and the higher 
layer governments. 

Local entertainments taxes are levied 
in Switzerland, France, Norway, the 
Netherlands, Pakistan, Sudan, Canada, 
West Germany and United States. In 
France, the United States, Norway 
Canada 1 , Pakistan and the Netherlands, 
the tax is exclusively local. In .France, 
the central government sets limits to 
the rates of the tax which the local 
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authorities may levy. In the Nether¬ 
lands, local entertainment taxes are 
levied, administered and collected by the 
local authorities. Here the local autho¬ 
rities are in law free to decide whether 
to levy an entertainment tax and to 
frame by-laws prescribing the entertain¬ 
ments to be taxable or exempt, the 
rate of tax and the details regarding 
administration, collection and inspeo* 
tion. In West Germany, the tax mils 
within the jurisdiction of the provinces 
and each province today has its own 
law which states the taxable entertain¬ 
ments, the exemptions the local autho¬ 
rities may allow and .methods of 
administration. It is also a general 
practice to set out the tax rates and 
local authorites merely administer the 
tax and recieve the yield. In Pakistan, 
dramatic or threatrical shows are taxed 
by local authorities. In Norway, both 
the central government and local 
authorities levy the tax. 

In Denmark and Sweden local 
authorities receive a share : in the cent¬ 
rally-levied duty on ^ertaittmeni^ 
In Sweden, the tax is adndiihtefed 
and collected by locgl 
although the rates of the tpf-' 
mined by the central government ' tn 
Canada, tbe tax is levied the gto* 




viaces and by some iocti authorities 
in Saskatchewan, New Foundlaad and 
<2nebec. In Quebec, local authorities 
^ entitled to a sfcaifja the amuse- 
mem tax which is levied and collected 
by them though the rate of tax is fixed 
by the brovtnce. In Britain and New 
ZealaiitC the tax is used by and for the 
central government, and in South Africa 
by the provincial governments, local 
authorities being denied any share in 
the proceeds. 

Entertainments tax is a state tax 
under the Indian Constitution*. The 
state governments enjoyed this power 
even under the Government of India 
Acts of 1919 and 1935. In India the 
tax was first levied in the province of 
Bengal in 1922, Bombay and Sind 
adopted it in 1923. Other provinces 
patronised the tax only after the grant 
of provincial autonomy 4 . At first, the 
practice was to tax only entertainments 
organised within municipal limits but 
with the growing extention of the 
cinema as Ine principal form of enter¬ 
tainment, the tax itself came to be 
extended to the entire area of the 
states. Today, the tax in India is used 
exclusively by the slate government 
except in Tamil Nadu. Kerala, Kar¬ 
nataka and Andhra Pradesh where, 
though it is levied and collected by 
the state government, the proceeds are 
distributed to local authorities. 

In Andhra, the tax was introduced 
in the composite Madras state under 
the Madras Local Authorities Enter¬ 
tainments Tax Act, 1926, under which 
local authorities were empowered to 
levy the tax. But the local authorities 
could levy the tax only if the local 
government extended the provisions of 
the act to the localities concerned. In 
general, the Act was extended only to 
select localities where a substantial 
revenue could be raised from the tax 
without incurring disproportionate 
costs of collection. The tax was collec¬ 
ted from each person admitted to any 
place of entertainment. 

certain exemptions 

Further, entertainments of a wholly 
educational character and those the net 
proceed? from which were devoted (o 
philanthropic, relegious or charitable 
purposes, were exempted from taxation. 
In 1939, the power to levy and collect 
the tax was however taken over by the 
state government under the Madras 
Entertainments Tax Act* 1939 in view of 
the unsatisfactory administration of 
the tax by local authorities The act 
also provided for the payment of com¬ 
pensation to local roithorities which 


were in receipt of revenue from the tax 
levied under the old act during an y 
part of the three years preceding April 
1,1939* of a sum equivalent to the 
average net annual revenue. But with 
effect from April 1, 1945, the state 
government handed over ninety per 
cent of the tax (until 1968, and there¬ 
after 95 per cent) to local authorities on 
the basis of collection. 

When the state of Andhra was 
created in 1953, the Madras Entertain¬ 
ments Tax Act of 1939 was extended 
to it. In 1956, when the state of Andhra 
Pradesh was formed, the entertainments 
tax in Andhra Pradesh was formed, the 
entertainments tax in Andhra and 
Telengana areas was governed by sepa¬ 
rate set of Acts; the 1939 Act in Andhra 
area, and the Entertainments Tax Act, 
1355 Fasli, and the Hyderabad Cinema 
Shows Act, 1952 in Telengana area. 
To achieve a uniform tax law for the 
entire state, the acts which had hitherto 
been in force in Telengana area were 
repealed and the 1939 Act was extended 
to the Telangana area under the Madras 
Entertainments Tax (A.P. Extension and 
Amendment) Act, 1958 with effect from 
October 1, 1958. 

present Act 

In 1961, the title of the 1939 Act was 
changed as the A.P. Entertainments Tax 
Act 1939 which is presently in force in 
the state. Further, although a single 
law was thus brought into force for the 
entire state, upto October J, 1935, there 
were two rates of the tax applicable in 
Andhra area and Telangana area. In 
19 v 5, under the A.P. Entertainments 
Tax (Amendment) Act, 1965, uniform 
rates of taxation applicable to the entire 
state came into force. 

The entertainments tax is generally 
levied on the price charged for admission 
to any place of entertainment which 
includes cinema, theatrical performan¬ 
ces, games, and variety entertainments*. 
The bulk of the revenue from the ta , 
is however provided by the cinema. 
In procedure of assessment and col¬ 
lection of the tax, there are consider¬ 
able variations among the different 
states in India. The usual practice is 
to charge the tax on the tickets sold, 
and as part of this method, it is insisted 
that the tickets be serially numbered 
and properly accounted for. Sometimes 
special adhesive stamps are provided 
for being applied to the tickets. In a 
few cases, the tax is collected on the 
ba$is of a specified percentage of the 
gross collections. 

in Andhra Pradesh, the tax is levied 
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in respect of each person admitted on 
payment to any entertainment and it is 
calculated and paid on the number 
of such admissions. The tickets are 
printed by the proprietor and taken to 
the Commercial Taxes Department of 
the state government where they' are 
officially stamped. The price of ad¬ 
mission and the tax thereon are printed 
on the tickets themselves 6 . The pro¬ 
prietor is responsible for recovering the 
tax from the patrons and paying the 
tax proceeds to the state government. 
The proprietor is also required to make 
arrangements for furnishing statements 
of the tickets sold by him and to give 
some security (as demanded by the 
government) for the payment of the 
tax. Subject to certain conditions the 
goverement may also allow the proprie¬ 
tor, to compound the tax payble in res¬ 
pect of entertainments for a fixed 
sum. 

administration of tax 

The tax is administered by the Com¬ 
mercial Taxes Department of the state 
government. The Assistant Commer¬ 
cial Taxes Officers arc responsible for 
the administration of the tax 7 . These 
inspecting officers arc authorized to 
enter any place of entertainment inclu¬ 
ding any building enclosure or office 
pertaining to it where tickets, records, 
documents and registers are kept*. If 
the inspecting officer suspects that the 
proprietor is attempting the evasion of 
the payment of the tax due from him or 
is fraudulently using any tickets, records, 
documents and registers, he has the 
power to search and seize them for 
verification. Further, the proprietor 
is liable to be penalised if he admits 
any person without a ticket, or fails 
to pay the tax within the stipulated 
time, or fraudulently evades the payment 
of the lax, or contravenes the pro¬ 
visions of the Act*. The penalty in 
respect of each such offence may extend 
to one thousand rupees. 

The rates of the lax in Andhra Pradesh 
are graduated and they vary with the 
price of admission. There are two 
scales of tax, one for cinematographic 
exhibitions and one for all other forms 
of entertainments 10 . Upto October 1, 
1965, the rates applicable to cinemato¬ 
graphic exhibitions in the Andhra and 
the Telangana area were different, the 
rates in the latter being lower' than 
those in the former 11 . 

With a view to securing uniformity 
in the rates of tax on cinematagraphic 
exhibitions throughout the state and 
also augmenting the revenues of local 
authorities the rates of the tax were 
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mkmmM in 1965 under the A.P. Enter- 
tajnmeatsTax (Amendment) Act 1965. 


Rate of tax on the 
price of admission 
upto Oct 1, 1975 


Andhra area 

Where the payment of 
admission 

(exclusive of the tax) 

i) is below Re 0.30 One-fifth 

ii) is more than Re 0.30 

but below Rs 1.50 One-fourth 

lit) is more than Rs 1.50 One-third 
Telangana area 
Where the payment of 
admission 

(exclusive of the tax) 

i) is not more than One-fifth in the 

Rs 1.50 cities of Hydera¬ 

bad & Secun¬ 
derabad and 
one-sixth in the 
remaining areas. 

ii) is more than Rs 1.50 

but below Rs 3.00 One-fourth 

iii) is more than Rs 3.00 One-third 


The act came Into force from October 
l, 1965. The new rates of the tax on 
cinematographic exhibitions applicable 
uniformly thoughout the State are as 
follows": 


Rate of tax on the 
price of admission 


Where the payment 
for admission 
(exclusive of the tax) 

i) is not more than 

Rs 1.50 35 per cent 

ii) is more than Rs 1.50 45 percent 


It may be seen from the above that 
the entertainments tax rates are on a 
flat percentage basis unlike the slab 
basis which lacks flexibility needed in 
the adjustment of admission rates. The 
Taxation Enquiry Commission (1953-54) 
was of the opinion that the rates of the 
tax should be fixed on a percentage 
basis 1 *. It also recommended that the 
rates of the percentages may be fixed 
in a very broad manner and the per¬ 
centage scale split up into a few per¬ 
centage grades not exceeding three, to 
enable a degree of differentiation to be 
made in the percentage rates applicable 
to different classes of tickets. It obser¬ 
ved that ‘a percentage system with only 
g small number of grades is necessary 
|ipr flexibility as agianst the rigidity with 
V^dlkfh the (slab) system works at pre- 

i Februry, 1974, an additional 

^Otertainments tax is levied, in addition 

:) warn * economist 


to the entertainment* tax applicable 
to cinematographic, exhibitions. The 
rates of this additional entertainments 
tax areas follows 14 : 


Additional entertainment 
tax in Rs 


Where the admission payment 
(exclusive of the principal 


entertainments tax) 
i) Rs 0.50 and below 0.10 

ii) Between Re 0.51 and 

Rs 1.00 0.20 

iii) Between Rs 1.01 and 

Rs 1.50 0.30 

iv) Between Rs 1.51 and 

Rs 2.00 0.40 

v) Between Rs 2.01 and 

Rs 2.50 0.50 

vi) Between Rs 2.51 and 

Rs 3.00 0.60 

vii) Above Rs 3.00 0.70 


A combination of the principal enter¬ 
tainments tax and the additional enter¬ 
tainments lax indicates the total tax 
burden on the film-goers. For instance 
the total tax burden on the film-goers 
at different prices of admission is 
given in Table 1 

It may be observed from the above 
that the total tax burden, as a propor¬ 
tion of the price of admission, is almost 
the same in respect of the lowest class 
(Re 0,50) as well as the highest class 
(Rs 6.00). Moreover, the combined 
tax becomes regressive once the ad¬ 
mission payment exceeds Rs 3.00. This 
regressive element is accountable to three 
factors: firstly, while the principal enter¬ 
tainments tax-rates are percentage rates, 
the rates of the additional entertain¬ 
ments tax arc flat. Secondly, the rate 
schedule of the additional tax provided 
for graduated rates for a larger number of 
classes than those provided for the 
principal tax. Finally, the additional 

Tai 

Tax Burden at Different Prices 


entertirinuMnits. tax rate is sticky vjft \ 
Re 0.70 for alt classes, of ticket# u# 
admission payment 6f which: ■ exceeds ^ 
Rs 3,00, These factors have in effort 
nullified the moment of progression 
in the existing entertainiflent tax which 1 
is obviously a step in wrong direc¬ 
tion. 

in regard to non-cincmatographic ex¬ 
hibitions like dramatic and music per¬ 
formances, Indians dances, and exhibi¬ 
tions of works of art, manufactures, 
agricultural products or other exhibi¬ 
tions specified by the state government, 
the following rates of the tax vrere 
statutorily prescribed and were in fjprce 
throughout the state until the tax 4 on 
non-cinematographic exhibitions Was 
abolished in 1974 under the amended 
Act of 1974. 


Rate of the tax 
___ i _ 

Where the payment for 
admission 

(exclusive of the tax) 

i) is not more than 

Rs 3.00 One-eighth 

ii) is more than Rs 3.00 

but less than Rs 5.00 One-fifih 

iii) is more than Rs 5.00 One-third 


There are usually certain exempted 
types of entertainments on which the 
tax is not charged. Entrance-free enter¬ 
tainments and charity pcformances may 
fall within the scope of exemptions 
allowed in almost all countries where 
the tax is levied. In India, entertain¬ 
ments for charitable religious, educatio¬ 
nal or propagandist purposes, for ad¬ 
vancement of agriculture, industry or 
public health, are exempt from* the 
liability to the entertainments tax. In a 
few states such as Maharashtra and West 
Bengal there is a lower limit of the 
value of tickets below which the tax is 

U5 I 

of Admission in Andhra Pradesh 


• ■ 

Admission payment 

Principal 

Additional 

Total 

Col, 4 as per 


tax 

tax 

tax 

cent of Col. 1 

1 

2 

3 

4 

5 

Rs 

Rs 

Rs 

Rs 


0.50 

0.18 

0.10 

0.28 

56 

1.00 

0.35 

0.20 

0.55 

55 

1.50 

0.53 

0.30 

0.83 

55 

2.00 

0.90 

0.40 

1.30 

'• 65 ’ , 

2.50 

1.13 

0.50 

1.63 

65 

3.00 

1.35 

0.60 

1.95 

' • 65 •;. 

4.00 

1.80 

0.70 

2.50 

■ ", ■ f 63"' "a.. ■■ 

5.00 

2.25 

0.70 

2;95 

, - - 

6.00 

2.70 

0.70 

3.40 : 
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fiat charged, while in seme states such as 
TamilNadu and Andhra fftdesh« there 
is no mdk exemption. 

In Andhra Pradesh, the state govern¬ 
ment enjoys the power to grant exemp¬ 
tions from the payment of entertainments 
tax in the following cases (until the Act 
was amended in 1974) 1 *; 

(a) If the entire gross proceeds of the 
entertainment are devoted to philan¬ 
thropic, religious or charitable pur¬ 
poses without deducting any expenses 
of the entertainment; 

(b) If the entertainment is wholly or 
partly educational, cultural or scien- 
title in character and is provided by 
an institution not conducted or es¬ 
tablished for profit; 

(c) IF the entertainment is provided by 
anon profit institution established 
solely for the purposes of promoting 
the public health, or the interests 
of agriculture or of a manufacturing 

“ industry, and consist solely of an 
exhibition of articles which are of 
material interest in connection with 
questions relating to public health 
or agriculture, or of the products 
of the industry for promoting the 
interests of which the institution 
exist or of the materials, machinery, 
appliances or foodstuffs used in the 
production of these products. 

The state government has the power 
to exempt not only any individual 
entertainment but also any class of 
entertainments from liability to the tax 
provided the entertainment proceeds 
are utilised for the benefit of any insti¬ 
tution or movement of repute estab¬ 
lished in aid of a public cause or utilised 


in the interests of the general public 1 *. 
Refbttd oft he tax paid by the proprietor 
is however allowed if the whole proceeds 
of entertainment are devoted to philan¬ 
thropic* religious or charitable purposes, 
provided the expenses of entertainment 
do not exceed 25 per cent of the gross 
proceeds 17 . 

It can be observed from the list of 
exemptions that there are three broad 
criteria which govern the system of 
exemption in Andhra Pradesh. The 
first criterion which relates to the 
objects to which the proceeds from 
entertainment are applied. The second 
criterion concerns mostly the character 
of the entertainment. The last criterion 
relates to the object and nature of the 
institution providing the entertain¬ 
ment. 

The government of Andhra Pradesh 
has exempted dramatic performances, 
Indian dances, music performances, 
etc., conducted by approval registered 
sabhas or associations, and circus shows 
from the liabilityto the tax. Cinemato¬ 
graphic exhibitions are not ordinarily 
granted exemption. Though the total 
number of exemptions granted in each 
year has been increasing it is negligible 
in relation to the total number of enter¬ 
tainments organised in the state". 

In 1974, the list of exemptions outlined 
above was modified by the state govern¬ 
ment and the new list contained the 
following 1 *: 

(a) if the entertainment is meant for 

the education and entertainment of 

the children; 

(b) if the entertainment is a documentary 


film produced or exhibited by or 
under the authority of the govern¬ 
ment of India or the state govern¬ 
ment. 

(c) if the entertainment belongs to such 
other class as may be prescribed. 

However, the state government has 
no power to exercise the power to 
exempt the above classes of entertain¬ 
ment if the rate of admission to such 
entertainment exceeds one rupee. 

Various expert bodies have recom¬ 
mended the transfer of the revenue from 
entertainments tax to local authorities 1 *. 
But it is only in the southern Indian 
states that local authorities are given 
the net proceeds of the tax. In Kar¬ 
nataka, 87* per cent of the proceeds of 
entertainments tax are assigned to local 
authorities on the basis of collection. 
In Andhra Pradesh, the local .authorities 
were assigned 90 per cent of the 
proceeds of%hc tax from 1961 until 
1969; the balance retained by the state 
governments towards collection char¬ 
ges* 0 . In 1969, the share of the local 
authorities in the gross proceeds of the 
tax was increased from 90 to 95 per 
cent 11 . Further, the state government 
retains only three per cent of the proceeds 
of the tax towards administration 
charges and the balance of two per cent 
is set apart for the purpose of promoting 
cinematograph films and arts. 

At present, the tax proceeds are 
assigned to the municipal institutions 
in the municipal sector, and to the 
panchayats in the Panchayati Raj sector 
in Andhra Pradesh. The revenue is 
transferred to local units once every 


Table II 

Place of Entertainments Tax in Municipal Finance in Andhra Pradesh 


(in Rs Lakhs) 


Yew 

Guntur 

Tenali 

Machilipatnam 

Narasaraopet 

Peddapuram 

1960- 61 

1961- 62 

1962- 63 

1963- 64 

1964- 65 

1965- 66 

196647 

1967-68 

196849 

1969- 70 

1970- 71 

3.24(8.43) 

4.24(13.66) 

4.36(9.51) 

4.81(11.79) 

5.51(9.69) 

6.82(14.06) 

9.60(23.48) 

11.31(17.66) 

12.56(20.21) 

15.48(22.00) 

15.76(25.65) 

1.87(9.78) 

1.26(6.72) 

1.27(5.41) 

2.22(10.32) 

2.32(6.86) 

3.26(13.16) 

4.74(15.24) 

5.52(22.18) 

6.81(33.80) 

7.59(22.96) 

7.42(19.72) 

1.47(12.56) 

1.64(11.61) 

1.82(10.71) 

1.94(6.51) 

2.06(12.94) 

2.62(11.34) 

3.78(14.48) 

3.90(12.63) 

4.87(15.61) 

4.90(13.11) 

7.34(23.53) 

0.28(7.66) 

0.50(13.30) 

0.50(10.19) 

0.61(8.54) 

0.90(12.93) 

1.19(6.97) 

1.56(17.09) 

1.62(9.16) 

1.79(9.12) 

1.99(11.12) 

1.78(12.31) 

0.16(4.41) 

0.13(5.05) 

0.15(4.82) 

0.16(4.70) 

0.18(5.67) 

0,18(4.98) 

0.22(6.47) 

0.42(13.55) 

0.43(9.42) 

0.70(14.95) 

0.70(13.95) 

%1ncreese 

386.42 

296.79 

399.32 

368.42 

337.50 

Aafiaal Average 

8.52(15.89) 

4.30(15.11) 

3.03(12.25) 

1.17(10,77) 

0.31(7.76) 


' c ’ 


\ inornate percentages to total revenue A _ 

S,R.Rau,a former research scholar in the Department of Economics, AUPG Centre Guntur. 
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quarter. The Act however authorised 
the state government to distribute, at 
its discretion, the net proceeds of the 
tax among other local authorities like 
samithis and parishads. It also empo¬ 
wered the state government to authorize 
the local authorities to collect the tax 
levied in their areas. 

Let us consider the fiscal importance 
of the entertainments tax revenue in the 
finances of selected municipal institu¬ 
tions and four selected Panchayats in 
Andhra Pradesh. 

Table II (page 597) shows the fiscal im¬ 
portance of the tax in the finances of five 
selected municipal institutions which be¬ 
long tofive different categories (Selection 
Grade, Special Grade, Grade I, Grade 
II, and Grade III) in the state. It may be 
observed from this table that over the 
period, 1960-61 to 1970-71, the revenue 
from the tax rose between 297 and 399 
percent among the municipalities. But 
its share in the total revenues of the 
municipalities was unsteady during the 
period; varying between 4 and 34 per 
cent among the municipalities. How¬ 
ever over the entire period, 1960-61 to 
1970-71, the share of the entertainment 
tax revenue in the total revenues of the 
selected municipalitiesvaried, on average, 
between 8 and 16 per cent. It is also 
evident from Table II that the revenue 
importance of the tax is greater in the 
big municipalities presumably because 

* of the large number of cinematographic 
exhibitions organised in the bigger towns. 

fiscal Importance 

We shall now consider the fiscal im¬ 
portance the entertainments tax reve¬ 
nue in the finances of Panchayats in the 
state. Table III shows the revenue from 
this source and its place in the budgets 
of four selected Panchayats during the 
period 1960-61 to 1970-71. Table III shows 
that except in Akkulapet where a cinema 
house was established only in January 1967 
there has been a phenomenal increase in 
the revenue from the tax ranging from 
226 to 960 per cent during the period. 
Even in Akkulapet panchayat, revenue 
from this source rose by 27 per cent dur¬ 
ing the period 1967-68 to 1970-71. The 
revenue yield of the tax was greater in 
Amudalavalasa and Palakonda pancha- 
yatsthan in Dowlaishwaram and Akkula¬ 
pet panchayats. 

Y-'‘*1*he explanations are obvious. In the 
■Aft place, pucca cinema houses are 
located in the former two whereas only 
a single touring cinema house which 
conducts film entertainments only for a 
specific period in a year is located in the 
Second, the pucca cinema 


houses, besides providing film entertain- The revenue from the tax which etdofi 
meats throughout the yarf, also conduct at Rs 31 lakhs in 1960-61 rose to Rs 
relatively a larger number of entertain- 95 lakhs in 1970-71, showing a 329 per 
ments. Third, the admission rates for cent growth during the period* As a 
the pucca cinema houses are higher than proportion to total receipts, the revenue 
those fixed for the touring cinema varied between five and ten per cent in 
houses. Finally, one factor peculiar to notified panchayats, the corresponding 
touring cinema houses which cause ero- range for non-notified panchayats being 
sion of tax revenue is that here, in many less than one and three per cent, 
cases, film-goers are admitted to the en¬ 
tertainment without the issue of tickets The revenue from the tax showed a 
and thus a considerable amount of the phenomenal growth during the period 
tax is prevented from reaching the state 1958-59 to 1972-73 in the state. Thereve- 
exchequer. All these factors appear to nue which stood at Rs 61.50 lakhs during 
have a dampening effect on the revenue 1958-59 rose to Rs 645 lakhs in l?72-73, 
from the tax in Dowlaishwaram and the overall growth in the revenue dutfng 
Akkulapet panchayats. the period being 842 per cent.** The sub¬ 

stantial increase in the number of cinema 
In regard to the revenue from enter- houses and entertainments, increasing 
tainments tax the notified panchayats public patronage of films, and increase 
have an edge over their non-notified in the tax rates contributed to this pheno- 
counterparts 88 . Urban and semi-urban menal growth in the revenue yield of the 
localities are usually centres of entertain- tax in recent years. Of the total quantum 
ments while the poorly-populated rural of revenue assigned to local authorities 
localities are mostly devoid of recrea- in the state, the urban local authorities, 
tional facilities. A few rural localities viz., municipal bodies claim a lion’s share 
must be content with touring cinemas amounting to 80 per cent of the as- 
which conduct their operations seasonally, signablc revenue. The balance is assigned 

to panchayats. 

There has been a significant rise in 

the revenue from the tax to non-notified In addition to the entertainments tax 
panchayats during 1960-61 to 1970-71. levied by the state government for local 

Table III 

Place of Entertainments Tax Revenue in the Finances of Selected Gram Panchayats 

in Andhra Pradesh 


Year 

Dowlaishwaram 

Amudalavalasa 

Palakonda 

Akkulapet 

1960-61 

Nil 

5,951 

7,569 




(10.47) 

(17.13) 


1961-62 

Nil 

5,954 

4.986 

— 



(11-79) 

(6.86) 


1962-63 

1,932 

10,122 

9,995 

— 


(2.13) 

(13.96) 

(10.09) 


1963-64 

2,572 

Nil 

7.029 

— 


(3.72) 


(7.08) 


1964-65 

2,489 

Nil 

8,006 



(3.68) 


(10.28) 


1965-66 

2,495 

19,165 

12,686 

— 


(3.48) 

(16.67) 

(11.04) 


1966-67 

3,898 

16,562 

13,501 

—- 


(4.50) 

(16.17) 

(14.84) 


1967-68 

1,238 

8,375 

24,970 

866 


(1.44) 

(8.85) 

(23.15) 

(IIM) 

1968-69 

6,571 

42.007 

21,238 

2,399 

1969-70 

(7.97) 

8,969 

(35.22) 

1,27,227 

(18.41) 

20,834 

««■. 

1970-71 

(9.55) 

8.544 

(54.11) 

63,074 

(18.33) 

24.654 

TO 


(9.15) 

(32.55) 

(1531) 

(68.11) 

% Increase 

342.24 

959.89 

225.72 

... 27.02 

Annual Average 

' 3,523 

27.131 

14,133 

.878 * , 

(♦.52) 

(25.45) 

(14.17), mm - 


Note: Figures in the brackets indicate percentages to total receipts 

Source: Compiled from the annual accounts of the panchayidi cohoemed. 
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purpose, ft show tax la icparately levied 
by the wane authority for their exclusive 
use. This tax is levied on each show 
conducted by the exhibitor. Both the 
enlertaininents tax and the show tax fall 
within tin tax jurisdiction of the state 
governments under the Constitution 
(according to Entry 62 of List II pf the 
Seventh Schedule to the Constitution of 
India), In Andhra Pradesh and Tamil 
Nadu, the show tax is exploited by the 
state governments for their exclusive 
use while in Maharashtra, it is levied by 
the local authorities themselves for their 
use. The tax is usually collected either 
in cash or through special adhesive 
stamps. 

•xhibitions tax 

In Andhra Pradesh, the show tax is 
levied since 1940 when the Andhra area 
of the state formed a part of the com¬ 
posite Madras state. Cinematograph 
exhibitions now bear this tax in addition 
to the entertainments tax. The scope of 
the tax is restricted to cinematograph 
exhibitions. The tax is recoverable from 
the proprietor responsible for the 
management of the show. The rates of 
tax until the beginning of 1974 and there¬ 
after are as follows 14 : 

Rate of the tax 
for each show 

Upto From 
1974 1974 

1. Exhibitions held 
within the jurisdic¬ 
tion of any local 
authority with a 
population of 

50,000 and above. Rs. 3.00 Rs. 6.00 

2. Exhibitions held 

. within the jurisdic¬ 
tion of any local 
authority with a 
population bet¬ 
ween 25.000 and 

50,000 Rs. 2.00 Rs. 4.00 

3. Exhibitions held 
in other places 
and touring 
cinemas in all 

places Rs. 1.00 Rs. 2.00 

It can be seen from the above that 
although the tax rates are specific and 
flat, a certain amount of graduation is 
achieved by a classification of local 
authorities according to population and 
by the adoption of differentia! rates. 

During 1961-62 to 1968-69. the re¬ 
venue from the tax registered an* upward 
trend, the overall growth in the revenue 
being .19 per cent. The revenue 
to* from Rs. 8.62 lakhs in 196J-62 to 


Rs 12.23 lakhs in 1968-69, the growth 
during the period being 42 per cent» 

The existing system of entertainments 
tax offers ample scope for large scale 
evasion of the tax. The proprietors or 
organizers of the entertainments appear 
to be able to defraud the government of 
its legitimate revenue through various 
illegal means of which the introduction 
of duplicate sets of tickets and resale of 
tickets are important. It also seems that 
there is collusion between the inspecting 
officials of the state government and the 
proprietors of the entertainments. More¬ 
over, the system directly taxes the 
patrons of entertainment since the tax is 
added to the price of admission, and the 
proprietor pays no part of the tax. As 
stated earlier, more than 90 per cent of 
the tax is realized from cinematographic 
exhibitions. Investment in cinema houses 
seems to be one of the more lucrative 
investments for securing a large revenue 
return. Of all the people engaged in the 
film industry, the proprietors of cinema 
houses are the only people who can 
expect a steady return on their invest¬ 
ment. 

imperative need 

There is an imperative need to stream¬ 
line the existing system of inspecion. The 
existing tax rates arc not heavy and an 
increase in them may not adversely affect 
the demand for entertainments. Nowa¬ 
days a good number of air-conditioned 
cinema houses and 70 mm cinema houses 
are coming up in the urban areas. More¬ 
over, the number of colour films has also 
increased. As a result, the patronising 
public are not likely to avoid the enter- 
taiments despite an increase in the tax 
rates. Since the tax is concealed in 
the price of admission, the taxpayer may 
not feel the pinch of the tax burden. It 
is necessary to provide for a greater 
number of classes for the purpose of rate 
fixation than the existing two (for the 
principal tax), and to tax each class at a 
progressive scale, the maximum rate 
going upto one hundred, if not more, per 
cent of the price of admission. Further¬ 
more, tbc combined effect of the exis¬ 
ting principal entertainments tax and the 
additional entertainments tax is regres¬ 
sive. It is very essential not only to 
remove this regressivity but also to make 
the tax rates more progressive by means 
of a single tax levied on a percentage 
basis* 

The entertainments tax should how¬ 
ever continue to be administered by the 
state government and the net proceeds 
transferred to local authorities as is the 
existing practice. Collection of the tax 
in the state is highly satisfactory in that 
during the period 1938-59 to 1970-71, 
die proportion of collection to total 

S» 


demand never fell below siinetyfive per 
cent* 4 . It is too much to expect that 
local authorities would achieve at least 
the existing collections if the tax is 
administered by themselves. However, 
the show tax can be surrendered to 
samithis in the rural sector and to munici¬ 
pal institutions in the urban sector since 
its contribution to the state exchequer is 
negligible. 
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Employment problem in 


Production and Employment 

Industrial production in most develop¬ 
ing countries has been rising strongly for 
some years; industrial employment too is 
going up steadily. However, as the in¬ 
dustrial share in the economy as a whole 
is still small and agriculture is expand¬ 
ing only slowly, there are not enough 
jobs available. 

Even great strides forward in birth 
control will not be able to stop the ex¬ 
plosion in the labour force; tomorrow’s 
unemployed are already born. 

Yet economic and social development 
cannot make meaningful progress without 
a fuller use of this labour potential. 

Industrial production, including the 
mining and energy sector, in the develop¬ 
ing countries in the sixties—the 1st Deve¬ 
lopment Decade—rose by an annual ave¬ 
rage of seven per cent. In the past few 
years its growth has accelerated so that 
for the period from 1960 to 1973 as a 
whole the average annual growth was 7.3 
per cent. So the rate of growth was well 
above that of the developed market 
economies (5.8 per cent) and approach¬ 
ed that of the Comecon countries (8.4 
per cent). The rise in industrial employ¬ 
ment was considerably slower: during the 
sixties it averaged just over three per cent 
a year. This was roughly the same as in 
the Comecon countries, and markedly 
higher than in the developed market 
economies. This trend became more pro¬ 
nounced at the beginning of the present 
decade (Tabic I). 

creating opportunities 

Production and employment in indi¬ 
vidual regions of the third world deve¬ 
loped along different lines: while Asia 
achieved the largest increases in produc¬ 
tion, Latin America has been leading the 
field since the mid-sixties in creating in- 
d^rtrial jobs. The trend in Africa, for 
v$$ich there are no comparable statistics, 
ill the sixties is likely to have been nea- 
rerto Asia than Latin America but re- 
' omQy seems to have been weakest in 

A a6etora] analysis shows that in the 


developing countries output in the sector 
electricity, gas, and water supply has 
been rising particularly fast. Within the 
manufacturing industry, heavy industry 
expanded faster than average. This was 



(*) Definitions according to tSiC 1968, group 341, 
351-354* 36-38 (paper mid paper products. Chemi¬ 
cals, petroleum , non-metallic mineral products , basic 
metals , metal products, and machinery). 

(♦*) Defined as in ISIC 1968 group 31 , 33, 342, 355- 
336 , 39 (food, beverages and tobacco, textiles , 
waring apparel , leather, wood products and fur¬ 
niture, printing and publishing, rubber products , other 
manufacturing). 

Source: UN, The Growth of Worffl Industry, 1972 
edition, vol. I (74 XVII4), UN, Monthly Bulletin 
of Statistics, vol XXVIII, no S ( August 1974). 
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Jottlnyn Hennetwy, London. 

due mainly to the trend in metal pro¬ 
ducts and machinery; but such branches 
as paper and chemicals and the produc¬ 
tion of non-matallic mineral products 
also expanded faster than avenue, both 
at the beginning and at the end of the 
1st Development Decade (Table II). 

Only Latin America was spared the 
dent in the growth of industrial employ¬ 
ment in the second half of the decade. In 
that region the number of jobs both in 
light and in heavy industry increased 
by about three per cent a year. 
Wearing apparel (including leather) as 
well as paper, printing, and publishing 
proved the most dynamic branches. 

II 

Explosion of Labour Forco 

The most developing countries pro¬ 
gress in output and employment to date 
has in some cases been considerable, but 
not generally sufficient to ensure that the 
needs of the whole population would be 
met and the number of unemployed and 
underemployed reduced. Unless there 
are structural changes, unemployment in 
future is likely to increase further; as' 
long as the third world’s labour foroe is 
growing at two to three per cent a year, 
real Gross Domestic Product would have 
to average a rise of six per cent if the 
situation were to improve. According to 
projections by the International Labour 
Office, even if population growth is 
moderate, the world’s labour force in die 
year 2,000 will be 2,500 million, of whom 
three-quarters will be in developing coun¬ 
tries. 


Given agriculture’s considerable 
weight and its slow development, this 
goal cannot be achieved. Between 1960 
and 1970, only five of the 10 most popu¬ 
lous countries of the three continents 
achieved the four per cent a year .growth 
target set up within the framework of the 
UN Development Strategy. But the deve¬ 
lopment of agriculture win he of crucial 
importance in the foreseeable ibttnft, both 
from the point of view of producing vital 
food supplies and of emptarohient,: The 
UN, Food . and Agriculture ‘C&fw?*attipn 
estimates that in moat countries the share 
of the agricultural labour 'iforee in-tin 











years' time Will still be over 50 per from Mibsistence to production on a com- 
ceat. EseisiiJ .scale. These include credit to 

pay for seeds and other working matc- 
Aa iacreaae m agricultural efficiency, rials—particularly for email and tenant 
however, presumes structural changes. farmers—information on the guidance 

towards a form of production based on 
Without land reform—a wider spread the division of labour, and help with the 
of land ownership, a review of the law re- establishment of buying and selling co¬ 
sting to water, etc—most developing operatives, 
countries are unlikely to achieve more 

intensive use oftheir agricultural poten- Industry’s most important function at 
tied. This would have to be flanked by the moment should be to help agricul- 
measurcsto improve the infrastructure, ture to increase its efficiency—cither by 
Some of these investments do not require providing fertilisers, pesticides or tools 
a great deal of capital, for instance, water or by processing agricultural products, 
control and the improvement of transport Creating jobs in craft shops and small- 
routes. scale industry in the countryside also 

helps to absorb the considerable seasonal 
Strong incentives are needed to switch fluctuations in agricultural employment 

Table I 

Growth in Industry' by Regions and Groups of Countries 

( Average annual change* in per cent) 

Developing countries* Developed Comecon 

Period -—-——--— market countries 4 World* 

Total Latin Asia economies 
America 


Production 


1955-1960 

8.4 

6.3 

8.7 

4.0 

10.7 

5.7 

1960-1965 

7.0 

5.8 

7.5 

6.6 

8.4 

6.9 

1965-1970 

7.2 

6.8 

7.1 

5.5 

8.7 

6.6 

1971 

7.2 

6.8 

8.5 

1.3 

7.9 

3.8 

1972 

8.4 

7.6 

10.1 

7.2 

7.9 

7.3 

1973 

9.3 

8.1 

11.7 

9.8 

9.2 

9.6 




Employment 



1955-1960 

3.8 

2.6 

4.7 

1.8 

3.4 

2.6 

1960-1965 

4.0 

1.6 

4.3 

1.7 

3.4 

2.7 

1965-1970 

2.2 

3.4 

1.2 

1.1 

2 9 

1.7 

1971 

1.6 

3.1 

1.7 

0.9 

2.4 

• 0.9 

1972 

, . 

. , 

, . 

0.9 




1) Including mining and energy on the UN definition International Standard In- 
dustrial Classification of All Economic Activities (ST/STAT M 4;Rev 2 Add 1), for 
short: 1SIC 1968 group 2-—4. 2) Based on index numbers averages over several years 
and were calculated using logarithmic regression. The indices arc weighted avera¬ 
ges which the Statistical Office has adapted to the ISIC system from national data— 
3) Caribbean area Central and South America Africa (excluding South Africa) Mid¬ 
dle East and South East Asia (excluding Israel and Japan)—4) Member countries 
of Comecon but excluding Albania, Mongolia and Cuba ~ 5) Excluding Albania, 
China, Mongolia, North Korea and North Vietnam. 

; Soorpc; tJN The Growth of World Industry, 1972 edition Vol I (74 XVII4) and 
tfN Monthly Bultetto Of Statistics, vol XXVUI. no 8 (August 1974) 
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while at the same time weakening the 
cities" perilous draw. 

Only in the longer run will industry 
by processing domestic raw materials be 
increasingly able to help meet the popu¬ 
lation’- for consumer goods and equip 
industry with investment goods/thus be¬ 
coming the main motor of economic acti¬ 
vity. Because of the linkages, this sec¬ 
tor sets important signals for the supply¬ 
ing branches. Particularly where employ¬ 
ment is concerned, these indirect effects 
on the rest of the economy have a much 
bigger impact on unemployment than in¬ 
dustry’s direct contribution to its reduc¬ 
tion. 

In the past, a rapid increase in the 
productivity have prevented a drop in un¬ 
employment. Economic progress, too 
has up to now been concentrated on in¬ 
dividual sectors or groups. Neither the 


Regional Trends of the 
Labour Force in Developln, 
Countries* 

1970 to 2000 


MEDIUM VARIANT* 



*) Defind prospective population growth, which — 
depending on assumptions about birth and death 
rates—is likelv to range from an average rate of 
1.9 to 3.1 per cent a vear.—f The medium projec- 
iion variant (about 2.3 per cent a yeark implies a 
world population of 6.5 billion in the year 2.0(H), of 
which 5 bilUon would Ih* in developing countries. 
Of the labour force of 2.6 billion, just under 2 
billiou would be in developing countries— **) Ex¬ 
cluding Japan , including China and Taiwan.— f”f 
Latin America excluding Argentina, Chile , Para¬ 
guay, Uruguay , Israel, Turkey, Oceania excluding 
Australia and New Zealand. 


Samoa: Special edition of the Bulletin of Labour 
Statistics, “Labour Potcc and World 
Population Growth**, Geneva, 974, 3. 
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meins nor the institutional 
m fnjr exist fbr mitigating the econo- 
rimmmM of unemployment perhaps by 
''ItetMjB redistribution or through social 
measures taken by the govern* 
nmt stable HI, p. 602). 

Ill 

Agricultural Technology 

What will be vital for the future is to 
align hoped-for developments more 
closely to the use of available domestic 
resources. If a minimum of 10 to 20 
per cent of a country’s labour force re¬ 
gularly has no opportunity to be produc¬ 
tively employed, preference should be 
shown—leaving aside those industries 
where factor proportions are technologi¬ 
cally determined (chemicals, metallurgy) 
—for production techniques which not 
only increase output but also have a clear 
effect on employment. 

The economic and social problems of 
chronic mass unemployment are so large 
that simply to copy the industrial coun¬ 
tries development path will not do. In¬ 
stead, the factor capital—which in the 
developing countries is as scarce as lab¬ 
our is in today’s industrial countries— 
must be employed as productively as pos¬ 
sible. Its use should therefore not be en¬ 
couraged, as so often happens, by keep¬ 
ing exchange rates artificially high or by 
distorting domestic factor prices. Such 
distortions are caused primarily by inte¬ 
rest rate subsidies, generous depreciation 
allowances, tax remissions, easy credit 
for capital intensive investment, and in 
some cases also by relatively high wages 
for a small group of industrial workers. 

New production facilities should be 


set tip, preferably outside the mam cen¬ 
tres of population and jhould make a 
contribution to indu«tfh8 jobs' by opting 
for labour intensive manufacturing 
methods. 


However, since the export sector has 
to be able to compete internationally, 
there are limits to this kind of policy. 
$till, there are many areas in the econo¬ 
my which up to now have been organised 
largely'on traditional lines and which 
supply considerable domestic markets 
where there is no need for a conflict bet¬ 
ween employment and competitive¬ 
ness. 

As in the start-up phase of western 
European industrialisation, productivity 
in most developing countries is stiii low. 
Only a few countries at a higher level 
of development—mainly in southern 
Europe but also in Asia—can point to 
considerable progress in this respect. 

For the majority of developing coun¬ 
tries, hofvever, it is more essential than 
ever to curb mass unemployment because 
of the problems it raises, so an increase 
in employment becomes a target in. its 
own right. 

Sources and acknowledgements: The 

foregoing summarises a special report 
published in the latest issue of the 
Economic Bulletin of the Deutsches Insti¬ 
tute fur Wirtschaftsforschug (Koenigin 
Luise Str 5, Berlin 33) but the DIW is 
responsible neither for the emphasis of 
my summary nor for my interspersed 
comments. 
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Sectoral Productivity Growth 1 in Selected 9 Developing Countries 1965-1970" 

_ _ (Average annual change 1 in per cent) 


Total 

economy 


Agriculture, 
forestry, fishery 


Industry 


Total 1 


Manufacturing 


Construction 


Commerce, 
transport and 


Korea 

9.5 

Malta 

11.8 

Syria 

9.3 

Philippines 

7.1 

Singapore 

23.2 

Korea 

9.5 

Mafta 

6.6 

Philippines 

13.3 

Philippines 

6.8 

Cyprus 

6.0 

Korea 

21.3 

Yugoslavia 

7.9 

Cyprus 

5.6 

Israel 

8.6 

Cyprus 

5.7 

Korea 

5.5 

Cyprus 

11.3 

Syria 

6.1 

Spain 

5.5 

Trinidad* 

8.6 

Korea 

4.9 

Malta 

5.3 

Kenya 

9.0 

Malta 

6.0 

Israel 

5.4 

Egypt 

5.8 

Spain 

3.7 

Spain 

3.8 

Israel 

8.9 

Philippines 

4.9 


4.9 

Korea 

5.5 

Yugoslavia 

1.2 

Trinidad 

3.6 

Yugoslavia 

7.1 

Egypt* 

3-i 

. Philippines 

4.3 

Cyprus 

4.5 

Kenya 

0.6 

Uganda 

3.3 

Egypt 

6.5 

Israel 

1.8 

Trinidad® 

4.3 

Yugoslavia 

3.9 



Israel 

3.2 

Zambia 

5.9 

Kenya 

0*7 

. Yugoslavia 

3.6 

Kenya 

2.7 



Kenya 

2.4 

Syria 

3.8 



Kenya 

2.2 

Spain 

2.6 



Zambia 

0.8 

Mauritus 

3.6. 



Gabon 

___ 

1.1 
v* _ 

Uganda 

• * n _ -a ■ 

1.1 

* rfl J <i 




Philippines 

0.3 




■, . ■ ,, . .. --- ,-- *-- **§ wibvwu uu luc D&sis or lime SfifiSNS 

available for the economic sectors listed —3) The order in which the countries are listed coresponds to the growth au-stbr 

' Ra *f? f Sn? a £ e emulated usin « logarithmic regression taking in the *nnn»t 


1965-70, in descending order—4) 1 
Mining, manufacturing and energy—6) And Tobago. 

D/W estimates based on World Bank, Socio-Economic Data Bank and The Yearbooks of Labetn; Sutistie* of 
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ProdKtfMJa the 


Deithplig Coaotries 

(Average annual change in per cent) 


Countries 1 


Agriculture 

1960 1965 

to to 

1965 1970 

1960 

to 

1970 

Manufacturing 

1960 1965 1960 

to to to 

1965 1970 1970 



Latin America 





Brazil 


4.9 

1.1 

3.0 

3.7 

10.7 

7.2 

Mexico 


4.3 

2.4 

3.4 

6.0 

8.9 

8.5 

Argentina 


2.8 

2.4 

2.6 

5.4 

4.1 

4.7 

Colombia 


2.3 

4.0 

3.2 

6.0 

6.0 

6.0 

Peru 


2.3 

2.8 

2.6 

8.9 

6.7 

7.8 

Venezuela 


5.6 

5.6 

5.6 

8.4 

3.6 

6.2 

Chile 


1.3 

2.2 

1.7 

7.2 

3.1 

5.1' 

* Ecuador 


6.3 

1.6 

3.9 

12.0 

10.1 

11.2 

Guatemala 


7.0 

1.9 

4.4 

7.0 

8.9 

8.0 

Bolivia 


2.4 

2.7 

2.5 

7.5 

7.6 

7.5 



Africa 





Nigeria 


1.7 

—0.3 

0.7 

12.7 

•5.6 

*10.0 

Egypt 


2.3 

2.3 

2.3 

18.9 

0.4 

10.3 

Morocco 


2.9 

2.0 

2.5 

3.8 

5.2 

4.5 

Tanzania* 


3.5 

5.0 

4.2 

11.4 

14.4 

12.8 

Kenya 


1.2 

5.0 

3.1 

5.9 

5.7 

5.8 

Ghana 


l.l 

3.0 

2.0 

8.7 

12.4 

10.8 

Tunisia 


—2.0 

1.0 

—0.5 

6.2 

5.2 

5.7 

Zambia 


3.2 

1.1 

2.2 

12.8 

9.7 

St 10.7 

Senegal 


4.9 

—5.4 

—0.2 

0.8 

2.6 

1.7 

Libya 


6,4 

—1.2 

2.6 

7.2 

9.4 

8.6 



Asia 






India 


0.3 

3.8 

2.1 

2.1 

2.6 

6.7 

Pakistan 4 


2.7 

3.6 

3.1 

12.7 

9.2 

10.8 

Philippines 


3.3 

2.5 

2.9 

6.0 

6.3 

6.1 

Thailand 


4.7 

3.5 

4.1 

10.9 

10.5 

10.7 

Korea (South) 


6.3 

2.3 

4.3 

12.4 

23.1 

17.7 

Iran 


4.3 

1.4 

2.8 

10.8 

11.8 

11.2 

. Vietnam (South) 


0.7 

1.7 

1.2 

16.9 

8.2 

11.8 

Sri Lanka 


3.5 

1.9 

2.7 

6.0 

7.4 

6.7 

Iran 


4.8 

1.7 

3.3 

3.6 

12.6 

7.9 

Syria 


8.8 

—4.5 

2.2 

9.2 

* 8.3 

8.7 

Developing couutries total 

4 

2.6 

2.9 

2.7 

6.8 

6.4 

6.6 


I) Within regions, ranged by size of population in descending order where data for both are available-2) 1965-1968 and 
1960-1968. —3) Excluding Zanzibar—^ Frontiers as on November, 1971. 

SNNfe: NU Cant* for Developing Planning, Projections and Policies implementation of the International Develop- 
‘vbL % TiAlw 11-1 Land 11-19 and own estimates. 
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The looming “wine war” 


West Europe still hankers after its boom 
days of the Sixties which prolonged itself 
till 1973 when the crude oil price increase 
put an end to many golden dreams. Like 
some other dreams, this one lingers after 
the subject has awakened to the cold 
douche of facts. Few in west Europe 
appear yet to have been able to accept 
the fact that energy sources may be still 
more expensive. Still less does there 
appear to be realization that the economic 
difficulties run so deep that the post-war 
reorganization and the structures—such 
as the Common Market and EFTA— 
which arose from it are no longer fully 
adequate in their outlook and purpose. 
Even less are the national governments 
sufficiently flexible in adapting to the new 
circumstances. They can scarcely be 
blamed, for the people who elect them— 
the European populations—are even less 
adaptable. 

The creation of “mountains’* conti¬ 
nues. The famous—or infamous—butter 
mountain of a few yeas ago is growing 
again. There is a chronic surplus of dairy 
products among almost ail the Market 
♦•nine” except Britain which, under an 
arrangement made specially “mild” for 
Britain, is obliged to pay £ 800 a ton for 
butter imported from its Market partners 
—if Britain were completely fitted to the 
Market’s farm system the price would 
be £ 1,260 a ton. The unreality of these 
fantastic prices is underlined by the fact 
that the Market’s surplus stocks of butter 
are now one million tons. Most of it is 
built up in France and W. Germany with 
Holland coming a poor third with a butter 
surplus of !27,000 tons. 

damaging absurdity 

This damaging absurdity—made the 
'more grotesque by the fact that countries 
outside the Market which cannot afford 
to pay such huge prices and, in any case, 
produce more than enough milk and dairy 
products themselves, are putting up their 
own internal prices for them while milk 
and butter literally flows to waste or piles 
up in storehouses in quantities unsaleable 
even at give-away prices. The Soviet 
Union solved its problem last time by 
obligingly emptying the bulging store- 
houses of butter at knockdown prices, a 
fact which caused such an outcry that the 
storehouses will probably have to burst 
rather than such a give-away sale to east 
Europe being repeated. 

The reason for the absurdity—and for 

gMiiw sc^cniurr 


the looming “wine war*' within the 
Market between France and Italy is that, 
in dairy farming—more certainly profit¬ 
able than growing grain—the Market 
keeps its buying prices so high that it 
maintains in business continental farmers 
who find they can make a living by 
keeping not more than eight cows. The 
grape-grower whose vineyards, big and 
small, produce billions of gallons of, for 
most part, low quality wine, also makes 
an easy living without too much work. 
The fact at the base of the whole problem 
is that these hordes of small farmers and 
grape-growers arc all voters whose 
support is essential to the national politi¬ 
cians who become international leaders 
when they sit in the Common Market’s 
councils in Brussels, looking very carefully 
to their own national iterests while doing 
so. 

obstinate maintenance 

To be fair to the much-berated Euro¬ 
pean farmer, farmers in other countries 
and other continents do very much the 
same thing. The Common Market does 
not forget or forgive the aggressiveness 
of the New Zealanders on behalf of their 
small farmers and suggests to Britain, 
which naturally complains about the 
prices, that it should set its own house in 
order first. It is, however, this obstinate 
maintenance of old-fashioned (in many 
cases 18th century) pattern farming that 
acts as a millstone round the necks of 
governments right down west Europe 
from Denmark to Italy. Worse, it makes 
the efforts of so many modern, relatively 
streamlined international organisations, 
such as the Market itself, the GATT and, 
to some extent, the World Bank far less 
free in movement than they need be if they 
are to be as fully effective as possible. 

The results today of this outmoded 
economic structure are mainly that far 
too many people make their living in the 
countryside, that the artificially high 
prices lead inevitably to artificially high 
wages, both of which cause an excess 
issue of money, thereby lowering both 
its purchasing power and values on the 
international exchanges. As a result, the 
so-called “industrialized western world” 
is, as far as west Europe is concerned, 
overfull of non-industriaiized people 
earning a fair living with about half a 
days work and contributing to the causes 
of rising unemployment in the towns. 

It is to be feared that although govern- 


wiMpow 


E. B. Brook, Vienna 

meats try to hold tin: level steady as 
elections come round, unemployment ‘Will 
go much higher than it k even at present. 
Two leading Market members France 
and West Germany, have just introduced 
unusual economic plans aimed, not at 
Market cooperation, but at inteipiely 
competitive industrial expansion "(without 
moving their excessive number of farmers 
from their works), almost spartan 
economy and a higher degree of govern¬ 
ment investment to keep some industries 
in existence or to make them more 
competitive. These policies will probably 
be adopted because they are necessary to 
keep the exisitng high rates of inflation 
within some bounds. But they mil not 
be popular. 

The German citizen, accustomed and 
devoted to well-being, resents cuts in 
government spending and economies. 
In France, the left condemns the new 
30.5 billion franc deficit spending plan 
as anti-social, unworkable and a “US 
type jungle of capitalism.” The France 
Left has its own plan based primarily on 
direct aid to consumers, guaranteeing 
income and aggregate demand. The 
German plan is of a 5.7S billion DM 
programme to support the depressed 
construction industry at the same time as 
federal spending is to be cut to avert a 
threat of tax increase that would discour¬ 
age the badly-needed incentive for busi¬ 
ness investment. 

rising unwmploymsnt 

In West Germany unemplyment stea¬ 
dily rises to figures more than double a 
year ago as the “guest workers”, realizing 
thin days have come, are packing up and 
going home. Altogether in the nine 
Common Market countries 41 million 
people are out of work. As unemployment 
rises among workers, so do bankruptcies 
among businessmen. In prosperous 
West Germany there were 36 per cent 
more bankruptcies in July this year than 
in July 1974. At the same time, unemploy¬ 
ment benefits, according to the OECD, 
are meagre. West Germany is the most 
forthcoming to it* worktes* : the French 
and Italian jobless have# very thia time. 
With unemployment expected to rise' 
sharply this winter in west Europe the 
amount of help given in aa«rea,whe» 
die monthly increase tn domesf ic prides js 
about eight per cent is not enough—Inwest 
Europe overall the vuaei&lojriid’ -worker - 
gets about 40 per twnt w hi* wonting , 
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smay, to lomnOw 

tony s*o»tfc., 

>< 

With t^Hk fftet In mind, governments 
an striving for an economic upturn by 


the ad of the years. Modi Will depend 
on how rapidly resources now unemployed 
can be started to production without 
increasing inflation rates. The workers 
are showing more moderation in indus¬ 


trial wage settlements, the governments 
ate priming investment capital : none 
have yet shown the courage to tackle 
the problem of uneconomic farming, 
essential to logical economies. 


OPEC trade surpluses 


A new study by the US Treasury 
Department seems to confirm its earlier 
opinion that the future trade surpluses 
of the oil-exporting nations will be a 
more manageable problem for the rest 
of the world than many experts had 
predicted. 

The new Treasury study suggests that 
the aggregate current account surpluses 
of members of the Organisation of 
Petroleum Exporting countries (OPEC) 
will decline to 813,000 million by 1980. 
The current account includes imports 
and expors of goods and services but not 
international capital tiansactions. 

The OPLC* current account surplus 
has already dropped from 859,000 million 
last year to an estimated 846,000 million 
for 1975. The size and rapidity of the 
drop surprised many authorities. 

All of these figures are stated in terms 
of 1974 dollars - in other words, they 
are adjusted for changes in general price 
levels. 

The study released on September 10 
attempts to trace, country-by-country, 
the future ability of oil-exporting 
nations to make use of their 
expanded oil revenues by increasing 
their imports. Treasury officials feel 
that this method is likely to be more 
accurate than the method used in other 
studies, which attempted to estimate 
import capacity by broad categories of 
countries. 


during the annual meetings of the World 
Bank and International Monetary Fund 
left him confident—although not ab¬ 
solutely certain that any increase in 
the oil price later this year would be no 
more than one dollar or 1.50 dollars a 
barrel, which would be an increase of 
around 10 to 15 per cent. He said that 
both he and Secretary of the Treasury 
Simon got the impression that several 
OPEC nations would be willing to take 
a moderate position when OPEC meets 
to consider the oil price question later 
this month. At the same time, Mr 
Parsky told newsmen, he recognized 
that some OPEC countries would be 
urging a larger increase and Arab 
officials had stressed that the outcome 
would be u collective decision. 

impact of rise 

In the discussion with OPFC nations 
officials at the World Bank and IMF 
meetings, the US Treasury officials 
stressed the impact that a further large 
oil price increase would have on the 
world economy. 

Johannes Wittevccn, Managing Direc¬ 
tor of the International Monetary Fund, 
also expressed “some hope” after private 
talks with officials of OPEC nation that 
any further oil price increase would be 
moderate. Mr Wittevcen made this 
comment at a September 5 news con¬ 
ference at the conclusion of the IMF 
and World Bank annual meetings. 


new approach 

Using the country-by-country ap¬ 
proach, the new treasury study arrived 
at an estimate of OPEC imports for 
1980 which was substantially higher than 
previous estimates by the World Bank 
apd the OECD (Organization for Eco¬ 
nomic Cooperation and Development) 
btM: . quite similar to earlier Treasury 
forecasts. 


At a news conference called to discuss 
the study* Assistant Secretary of the 
fytmty Gerald Parsley said that con- 
to* with official* Of the OPEC 


• 

The US Treasury study on “the 
absorptive capacity of the OPEC count¬ 
ries” released on September 10 dis¬ 
cussed several policy implications of its 
findings: 

“It should not be assumed that 
the main solution to short-term adjust¬ 
ments in the international payments 
position of the major consuming count¬ 
ries, either individually or collectively, 
would lie in a sharp acceleration of 
exports. The high degree of mobility 
Of capital makes short-term adjustments 
through financial flows far more practical 
(ban through changes in current tran- 


Eugane Brake, Washington 


sactions. Previous fears that the market 
mechanism would he incapable of handling 
such large financial adjustments have 
proved to be largely unfounded”. 

timely warning 

The governments must guard against 
a tendency towards a competitive race 
among them for OPEC markets and 
investment capital, through subsidies, 
guarantees or the like. Otherwise the 
total cost of their oil burden could in¬ 
crease. Moreover they must recognize 
that countries which rely heavily on 
specific foreign markets are no less 
vulnerable to them than are countries 
which rely on specific sources of oil.” 

The governments should not use 
special inducement to influence the deci¬ 
sions of the OPLC as between spending 
the:r oil revenues on imports or chan¬ 
neling them into investments. “Policy 
decisions which would attempt to channel 
oil revenues in a particular way could 
lead to preferential trade and investment 
policies whuh would compromise the 
economic liberalisation that has been 
so painstakingly established in the 
post-war period”. 

The needs of' different oil-exporting 
nations differ. To date, the OPEC 
nations ha\e been able to adjust to these 
differing needs for revenues by selective 
pricing changes—making the oil exported 
by one OPEC nation more competitive 
relative to other OPEC oil, for example 
—and by selective cutbacks in produc¬ 
tion by certain other countries. “Whe¬ 
ther countries which have excess revenues 
will be prepared to continue to make 
adjustments for the sake of countries 
facing revenue constraints remains to be 


In response to questions from news¬ 
men, Mr Parsky said the cautions 
against subsidies and special incentives 
were not directed at any particular 
governments and not prompted by any 
particular proposals. 


Courtesy : US1S 
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One company changed from importing 
lamps to manufacturing them in 
way back in 1938: Philips. 


it was done in keep*fit; with tike Ph'hps 
policy, winch insists that every member 
company must plan to meet the 
aspirations and economic needs o ' the 
country in which it lives 

Tonay a f ter ntany imP '> ! t si j \ >s1 1 1 u 1i o 11 
achievements, the import content of 
Philips India's products t an average of 
4 6 of t h 0 va i ue o f P t q d uct jo n 
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f a d ; t > a n d lighting inritrst r r <I s ^ y / 
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Czechoslovakia Austra’aa and 
twenty six other countries Mu km 
net earners of foreign exchange. 

This pioneering at Philips India has 
led to immense skill formation 
For example when twentynine Philip 
lamp factories from around the wort: 
par ticipated in a qua I ity cord est 
Philips India won the first p? ize fm 
bulbs and fluore s c on f 
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No Solo Selling Agency 
in taper end Cement 

Sole selling agencies in paper 
and cement industries have 
been banned. A recent noti¬ 
fication issued from the Com¬ 
pany Law Board stated that 
no fresh appointments of sole 
selling agencies for these two 
industries could be made. The 
ban will be in force for a period 
of, five years. The action has 
been taken under Section 294A 
of the Companies Act as the 
Company Law Board feels 
that the demand for these goods 
is substantially in excess of 
production and the services of 
sole selling agents will not be 
necessary to create a market 
for such goods in India. 

No More Needed 

Earlier this month, the go¬ 
vernment had banned for the 
same reasons the appointment 
of sole selling agents, for a 
period of five years in the case 
of sugar and vanaspati. Simi¬ 
lar ban relating to sole selling 
agencies for other commo¬ 
dities is likely soon. It is stated 
that the government has em¬ 
powered itself under the new 
clause of Section 294AA of 
the Companies Act, which came 
into force in February this 
year, to ban the appointment 
of sole selling agencies in in¬ 
dustries where sellers market 
exists. 

It is also stated that during 
the period ending July 31,1975, 
(he Company Law Board re¬ 
ceived mote than 450 appli¬ 
cations for approval of con¬ 
tinuance of the sole selling 
jMpncies In India and abroad. 
These included reappointment 
of sole selling agents. In the 
mm of Bppmntmtem of sole 
sdling agenti abroad it it sta¬ 
ted that the board has 
approval in. all cases 


to the approval of the Reserve 
Bank of India under the 
Foreign Exchange Regulation 
Act. 

Excise Cut on Naphtha 

The union government has 
drastically reduced the excicse 
duty on naphtha used on the 
manufacture of industrial 
ammonia and menthol. Ac¬ 
cording to an official notifica¬ 
tion, the excise duty on naph¬ 
tha used in the manufacture 
of industrial ammonia has been 
reduced from Rs 200 to Rs 25 
per kilolitre, while in the case 
of naphtha used in the pro¬ 
duction of menthol it has been 
cut from Rs 450 to Rs 25 
per kilolitre. The reduction 
in the excise duty would cut 
naphtha price to one-third of 
the previous level facilitating 
easier availability of ammo¬ 
nia to various consumers at 
a more advantageous price. 
As a result of this reduction 
in duty on naphtha used for 
menthol production, produced 
only by the Fertiliser Corpo¬ 
ration of India at its Trombav 
plant, menthol price has been 
brought down by Rs 500 per 
tonne. 

Basic Intermediate 

Menthol is used for the 
manufacture of important or¬ 
ganic intermediates which in 
turn, are used by the drug in¬ 
dustry. Ammonia is an impor¬ 
tant intermediate chemical 
used, in addition to produc¬ 
tion of fertilisers, in the manu¬ 
facture of a variety of indus¬ 
trial chemicals. One of the 
major uses of ammonia is in 
the manufacture of nitric 
arid, which is itself used in the 
-production of various organic 
intermediates that go into the 
manufacture of drugs and dye¬ 
stuffs. Nitric arid is also used 
in the prbduction of industrial 


explosives needed by the min¬ 
ing industry. 

Until recently naphtha used 
in the manufacture of ferti¬ 
lisers and petrochemicals had 
nominal excise duty of only 
Rs 5 per kilolitre. But naph¬ 
tha used in the production 
of ammonia required for 
different industrial applica¬ 
tions carried the same excise 
duty as on motor spirit. High 
excise duty had led the con¬ 
suming industries to rely 
heavily on supplies of ammo¬ 
nia from manufacturers using 
feedstocks other than naphtha. 
This had resulted in constraints 
on local availability and irra¬ 
tional movements of the pro¬ 
duct. High cost of naphtha had 
also prevented units with sur¬ 
plus ammonia capacity from 
utilising this capacity to make 
more ammonia available to 
the consuming industries. 

Relaxation of Company 
Deposits 

The government has libe¬ 
ralised the regulations per¬ 
taining to acceptance of de¬ 
posits by companies. The de¬ 
posits from directors and share¬ 
holders have been excluded 
from the purview of the ceil¬ 
ing. Some liberalisation has 
also been made with regard to 
the stipulation that a company 
has got to issue an advertise¬ 
ment in the case of accepting as 
well as inviting deposits. An 
advertisement has now to be 
issued only in the cases where 
deposits arc to be invited. 

A third amendment made 
the to Companies (Accep¬ 
tance of deposit) Rules 
stipulates* that an adver¬ 
tisement once issued will 
be valid until the expiry 
of six months from the end 
of the financial year in which 
it is issued or the date on 
which the balance sheet is 
laid before the general meet¬ 
ing or where the general meet¬ 
ing is not held, the next date 
on which the meeting should 
have been held, whichever is 
earlier. This marks some re¬ 
laxation as under the existing 
rules, an advertisement is valid 
only up to the end of the 
financial year in which it is 
issued. The opportunity has 
also been taken to make the 


form of return of deposits td. 
be filled with the registrar of 
companies under rule 10 more 
meaningful. 

The regulation of company 
deposits had been trans¬ 
ferred from the Reserve Bank 
of India to the Company Law 
Board from this year under 
the new Section 58A of the 
Companies (Amendment) Act. 
Under this the Department of 
Company Affairs had issued 
in February this year, com¬ 
prehensive rules on accep¬ 
tance of deposits by com¬ 
panies. Under these rules a 
ceiling on the total deposits 
that could be received were at 
15 per cent of the aggregate of 
the paid-up share capital and 
free reserves of the company. 
The rules also provided for 
the form and particulars of 
advertisements to be issued by 
companies intending to invite 
deposits frpm the public and 
the form of application for 
deposits. The rules also specify 
stringent penalties for any 
violation. 

Hard Coke 
Decontrolled 

The control on hard coke 
has been lifted. Mr K.C. Pant, 
the union minister for Energy , 
announced the decontrol with 
effect from September 15 and 
stated that it was intended 
to provide an alternative sales 
outlet to coal producers. All 
the producers arc carrying 
huge stocks of hard coke and 
finding it difficult to dispose 
of their stocks. 

Engineers Indie 
Diversification 

In anticipation of a shrink¬ 
age in its turnover by mid- 
1976, Engineers India Limit¬ 
ed (EIL) is planning diversi¬ 
fication of' its areas of 
specialisation to sophisti¬ 
cated fields such as drugs 
and pharmaceuticals. Mr 
M.S. Pathak, Chairman and 
Managing Director of EIL 
stated recently that in view 
of the reduced investment en¬ 
visaged within the next few 
years in petroleum refining, 
petrochemicals and fertiliser 
plants, EIL would have to 
strive for additional projects 





within and outside the country, 
especially additional work in¬ 
side the country in priority 
fields such as drugs and 
pharmaceuticals. To obtain 
business outside India, a 
number of alternatives 
would have to be consi¬ 
dered. Direct competition 
against other bidders, acting 
as sub-contractors to the 
international engineering com¬ 
panies or collaboration with 
national companies in the 
design and construction of 
projects would have to be 
undertaken if the company 
was to meet international 
competition 
Reduciqg Time 
Mr >hak stated that EIL's 
effO i to obtain export busi¬ 
ness wculd need preparation 
of key proposals within 
a limited period. This would 
require obtaining competitive 
deliveries and prices from 
Indian equipment manu¬ 
facturing plants and whenever 
necessary from overseas. 
Mr Pathak announced that 
the turnover for 1975-76 was 
estimated to be a record Rs 


991.63 lakhs. The Eli, during 
its ten years of existence, had 
increased its turnover from 
Rs 3.74 lakhs in 1965-66 to 
Rs 660.63 lakhs in 1974-75. 

Referring to the company’s 
efforts to enhance the Indian 
content in hardware for Indian 
projects, he stated that a special 
cell had already been set up 
for development of Indian 
equipment used in plants to 
be set up by them. Generally, 
he disclosed, for projects in 
hand, the ratio of f.o.b. value 
of imported equipment and 
materials to the landed cost of 
all equipment required was 
about 30 per cent for petro¬ 
chemicals and 40 per cent for 
fertiliser plants. Excluding the 
f.o.b. cost of imported raw 
materials for fabrication the 
proportion would be eight per 
cent for refinery projects, 30 per 
cent for petrochemicals pro¬ 
jects and 30 per cent for ferti¬ 
liser projects. To date EIL 
has saved from Rs 120 to Rs 
150 crores in foreign exchange 
by technical services rendered 
to projects within the country. 
These account for 12 to 15 


pec cent of the total installed 
cost of each project. 

Indo»$oviftt Radio-Link 

India and the Soviet Union 
signed a protocol on Septem¬ 
ber 19 for establishing “tropo- 
scatter radio link*’ between the 
two countries. The link, which 
is expected to be established 
in about three years, envisages 
direct radio communication 
between India and the Soviet 
Union across the Himalayas. 
The link will enable the trans¬ 
mission of telephone, tele¬ 
printer and telex signals bet¬ 
ween the two countries. It 
will have an initial capacity 
of 12 speech channels. Both 
sides have agreed to offer 
mutual facilities for the study 
and installation of the tropos- 
catter system. 

A significant feature of the 
protocol is that the Soviet 
delegation agreed to consider 
accepting such items of equip¬ 
ment which India could offer 
for the link. The details will 
be worked out shortly. The 
Soviet delegation agreed to 


examine the Indian proposal 
to. acquire the :kBmmow on 
the apodal “modem,” used 
for the link. Those “modems” 
enable the signal to be received 
on 12 frequencies for the opti¬ 
misation of the received signal 
strength. The delegations also 
examined the possibility of 
establishing a direct satellite 
link by using a Soviet satel¬ 
lite. In a message on tbe 
occasion, the union minister 
for Communications. Dr. 
S.D. Sharma, described the 
protocol as yet another land¬ 
mark in the growing relations 
between the two countries. 

Indo-US Joint 
Commission 

Union minister for Exter¬ 
nal Affairs, MrY.B. Chavan, 
will visit Washington for the 
Indo-US joint commission 
meeting on October 6 and 7 
after attending the UN General 
Assembly session in New 
York. This was stated by Mr 
Chavan in a statement before 
his departure for New York 
on September 19, to lead the 
Indian delegation for the 30th 
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UN General Assembly session. 
Mr Chavan welcomed the 
adoption by consensus by 
the 7th special assembly ses¬ 
sion which concluded recently 
of several important decisions 
affecting developing countries 
in the field of trade, finance, 
food and agriculture, indus¬ 
trialisation, science and tech¬ 
nology. 

Indo-Hungarian 

Cooperation 

India and Hungary will 
establish technical and scienti¬ 
fic cooperation and exchange 
experience in water resources 
development and management 
under a protocol signed by 
union Agriculture minister, 
Mr Jagjivan Ram during his 
recent visit to Hungary. The 
text of the protocol, released 
recently stated that the areas 
of co-operation will include 
organisation of water re¬ 
sources development and 
management, perspective plan¬ 
ning, flood control and river 
training, agricultural water 
management, hydrological 
observations and forecasting, 
application of computer tech¬ 
niques, international water law, 
and education and training 
of water resources develop¬ 
ment. 

Mr Jagjivan Ram also 
signed another protocol for 
cooperation in agriculture 
and food processing during his 
visit to Hungary. Collabora¬ 
tion in water resources deve¬ 
lopment envisages joint exe¬ 
cution of work in the fields of 
scientific research and techni¬ 
cal development in respect 
of planning, designs, cons¬ 
truction and operation in 
their respective countries, or 
in some third countries. 
It will also include ex¬ 
change of experts, research 
workers, trainees and other 
personnel as well as mutual 
exchange of documentation and 
information data. A joint 
working group will be set up 
consisting of experts, from both 
countries to discuss and for¬ 
mulate specific programmes of 
cooperation. The protocol, 
which is valid for five years to 
begin with, will be submitted 
for approval of the lado- 
Hungarlan Joint Commission 
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for Economic, Scientific and 
Technical Cooperation at its 
next session. 

Liberal Licensing Policy 

The union government has 
decided in principle to further 
liberalise its industrial licens¬ 
ing policy. Announcing this 
recently, Mr. T.A, Pai, union 
minister for Industries and Civil 
Supplies, stated that certain 
approved industries would 
soon be delicensed. The list 
was being finalised in 
consultation with the Plann¬ 
ing Commission and would be 
released within a week. The 
idea behind this decision, he 
explained, was to direct in¬ 
vestment in areas which are 
necessary and are comple¬ 
mentary to the present level of 
production. The government 
was anxious that where large 
capacities had been created, 
the capacity did not remain 
unutilised. 

Mr Pai pointed out 
that the government de¬ 
cision was taken in the light 
of the 20-point programme 
announced by the prime 
minister. He said the indus¬ 
tries to be granted exemption 
from licensing should not 
have foreign collaboration 
and the capital goods and raw 
materials for them should be 
available indigenously. 

Management of 
Fertilizer Units 

Joint management com¬ 
mittees, with wide-ranging 
powers, have been set up in 
all the units under the Ferti¬ 
liser Corporation of India, 
minister of state for Petroleum 
and Chemicals K.R. Ganesh 
stated recently. Mr CJanesh 
added that these committees 
consist of representatives of 
the management and the re¬ 
cognised trade unions. He 
stated, that apart from the 
unit-level committees, various 
sub-committee* had also been 
setup in each plant to look into 
the problems. Mr Ganesh 
said the main functions of ♦he 
committees were to improve 
* production. productivity, 
labour welfare measures and 
environmental conditions, to 
manage security of plants and 


plant equipment and to en¬ 
sure economy and austerity 
at all levels. He said the func¬ 
tions of the committee varied 
from plant to plant according 
to the conditions prevailing 
in them. 

Mr Ganesh indicated that 
the joint management com¬ 
mittee of each plant was 
headed by its general manager 
and consisted of an equal 
number of representatives 
from the management and 
the workers. The general 
manager was the chair¬ 
man and the chief personnel 
officcr-convcner and the sec¬ 
retary of the committee. The 
chairman had the power to 
co-opt any member if a regu¬ 
lar member from the manage¬ 
ment side was absent. Simi¬ 
larly, the general secretary of 
the recognised union could 
co-opt any member if a regu¬ 
lar member representing the 
workers was absent. 

Committee on 
Cooperatives 

The Governor of the 
Reserve Bank of India, Mr. 
K.R. Puri, appointed a com¬ 
mute to examine whether or 
not unification of the two wings 
of the cooperative credit 
structure -the three-tier co¬ 
operative system and land 
development banks in the 
states—would be of signi¬ 
ficant advantage in feeding 
massive investments prog¬ 
ramme in the farm sector. The 
committee would further re¬ 
commend whether or not the 
integration of the two wings 
should be brought about simul¬ 
taneously at all the levels 
or it should be done in a 
phased manner at different 
levels. For instance, the three 
tiers of the cooperative banks 
arc: one at the apex, the 
second comprises central co¬ 
operative banks and the third 
is the base layer consisting of 
primary credit societies. 

The committee has also been 
asked to examine the structure 
of management and the sta¬ 
ffing pattern of the interme¬ 
diate and higher levels of the 
integrated units of the two 
wings of the cooperative credit 


structure, so as to streamline 
the handling of short, medium 
and long term agricultural 
credits. It will examine, in 
particular, the organisation and 
staffing pattern at the base 
level which is required to deal 
with farmers so that it should 
be possible to integrate the 
different types of credit with 
supplies of farm inputs, mar¬ 
keting of farm products and 
technical guidance. 

The committee will re¬ 
commend amendments to the 
various cooperative laws neces¬ 
sary to streamline the agri¬ 
cultural credit structure and 
procedures. The committee 
has been set up because it is 
felt that with the increasing 
emphasis on providing invest¬ 
ment credit for agricultural 
programmes, certain imba¬ 
lances had been caused by the 
existence of two separate credit 
structures in the cooperative 
movement. The present step 
has been taken to remedy this 
situation. The committee is 
required to submit its report 
before July 31 next year. The 
committee, is headed by Dr. 
R.K. Hazari, Deputy Gover¬ 
nor of the RBI and chairman 
of the Agricultural Refinance 
Corporation. 

Public Sector Profits 

Public sector enterprises 
run by the central govern¬ 
ment have increased their 
profits during 1974-75 by 40 
per cent to Rs 150 crores. 
With production and capacity 
utilisation picking up fast, 
these enterprises are expected 
to show substantially higher 
profits in the current financial 
year. It was officially stated 
that the total turnover of these 
enterprises during 1974-75 
was estimated at Rs 7,000 
crorcs against Rs 6,777 crores 
in the previous year. 

The return on the capi¬ 
tal employed had gone up 
to about seven per cent 
against 5.2 per cent in 
1973-74. This information 
was given recently by Mr N. 
Rajan, Financial Adviser of 
the Bureau of Public Enter¬ 
prises and Mr Mohammad 
Fazal, chairman of the stand- 
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ing committee on Public Enter¬ 
prises. 


It was also stated that 
in the next two to three years 
the total turnover of these 
enterprises would exceed Rs 
10,000 crores and may even 
surpass the central budget. A 
report on the performance of 
these enterprises was being 
prepared by the Bureau and 
would be released shortly. 
These financial results related 
to 150 enterprises run by the 
centre. The only new enter¬ 
prise to go into production 
during the year was Scooters 
India Ltd. 

State Loans 

The loans of 11 state govern¬ 
ments amounting to Rs 86.75 
crores, which opened for subs¬ 
cription recently were closed 
within two hours on the open¬ 
ing day (September 15) on 
being ftilly subscribed, the 
Reserve Bank announced. The 
loans are for a period of ten 
years and carry six per cent 
interest per annum. The 
statewise break-up for the 
loans is; Andhra Pradesh 
Rs 21.75 crores; Assam Rs 
7.75 crores; Himachal Pradesh 
Rs 1.25 crores; Karnataka 
Rs 16.25 crores; Manipur 
Rs 1.25 crores; Meghalaya 
Rs 1 crore; Nagaland Rs 1.75 
crores, Orissa Rs 13.25 
crores, Punjab Rs 6,75 crores; 
Tripura Rs 1.25 crores; and 
West Bengal Rs 13.50 crores. 

On September 1, 1975, ten 
major state governments had 
floated Joans for a total of 
Rs. 161.00 crores. The total 
subscriptions for these amoun¬ 
ted to Rs 178.26 crores, or a 
little over 10 per cent in excess 
of the notified amount. Thus, 
the 21 state governments to¬ 
gether have tapped from the 
market an amount of Rs 264 
crores in their first borrow¬ 
ings in the current financial 
year. 

As usual the total subscrip¬ 
tions for the 11 state govern¬ 
ment loans, which closed on 
September 15 is expected to 
be ten per cent in excess of the 
notified amount of Rs 85.75 
crores. 
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ITC 

rrc has been ceaselessly try¬ 
ing to expand its traditional 
business, besides venturing 
into new projects and embark¬ 
ing upon widely diversified 
lines of manufacture. As a part 
of its diversification program¬ 
me, ITC, has entered in a big 
way the field of hoteliering. 
The work on Hotel Chola—the 
ITC’s first in Madras—is 
proceeding apace and is ex¬ 
pected to be completed shortly. 
Centrally located on Cathedral 
Road, this rupees three-crorc 
five-star hotel offers all facili¬ 
ties with 150 elegant rooms, 
and suites, three restaurants, 
bar, a swimming pool and for 
the first time in the country 
an ice skating rink in a hotel. 
Each room is centrally air- 
conditioned with individual 
temperature control, wall to 
wall carpeting, attached bath 
with running hot and cold 
water, telephones and four 
channel music. 


Shopping Arcade 

The Hotel Chola has a glit¬ 
tering shopping arcade offering 
the best in Indian handicrafts 
and silks and tourist facilities 
such as travel agency, car-hire 
and bank. Banquet and con¬ 
ference facilities at the Chola 
will be available for 350 peo¬ 
ple. ITC’s other hotel pro¬ 
jects under way include Hotel 
Maurya in Delhi and Hotel 
Mughal-Oberoi in Agra. The 
Agra hotel is expected to be 
commissioned by October 1976 
and Maurya should become 
operational by the winter of 
1977. 

ITC has been in marine 
products business since 1971. 
It started with a modest ex- 

r of Rs 70 lakhs ini 971-72. 

1974-75 its exports have 
jumped to Rs 4.7 crores. The * 
company hasTeoeived from the 
government a letter of intent 


to set up three processing 
plants, one each in the back¬ 
ward areas of West Bengal, 
Orissa ‘ and Maharashtra. 
Expeditious steps are being 
taken to commission these 
plants. The company has also 
received permission to import 
two trawlers from abroad. 
The company has already a 
fleet of five modernised vessels 
built in India and this fleet is 
being augmented. 

Paper and Board Project 

The company has now enter¬ 
ed the core sector of industry 
by promoting a paper and 
board project in Andhra 
Pradesh. Bhadrachalam has 
been selected as the site for the 
proposed venture and plant is 
expected to be commissioned 
by the end of 1978. The 
project will cost Rs 65 crorcs 
and will be implemented with¬ 
out any foreign collaboration 
whatsoever and with comp¬ 
letely indigenous machinery 
and equipment. The unit is 
designed to produce 20,000 
tonnes of white paper and 
30,000 tonnes of other varieties 
of paper. Hardwood will be 
used as raw material and this 
probably will be the first 
paper plant using hardwood 
technology. The government 
of Andhra Pradesh will also 
participate in the venture by 
joining it as one of the pro¬ 
moters. To raise part of the 
resources required for the 
implementation of the project, 
the company is expected to 
be in the capital market to¬ 
wards the end of this year or 
early next year. 

Lanka Oberoi 

The newest and largest hotel 
in Colombo, the Lanka Oberoi 
begins accepting guests from 
April 16. The 266-room Indo- 
Sri Lanka venture is a virtual 
garden resort in the heart of 
busy Colombo. Situated on an 


excellent site opposite the 
American Embassy on Galle 
Road, the hotel.overlooks the 
sea and is very close to Galle 
Face. 

The unique feature of the 
modernistic cube-shaped buil¬ 
ding is its lobby where exotic 
blossoms and verdant greenery 
flourish under sunlight stream¬ 
ing in through the glass ceil¬ 
ing. nine floor high. Further 
evidence of this greenery is all 
[ around the hotel, and set in 
the midst of a lush tropical 
garden is the Hotel's large 
swimming pool. 

The fully air-conditioned 
hotel, with two special rooftop 
suites and 24 special corner 
suites, has been designed by 
the American firm of Archi¬ 
tects, Skidmore Owings and 
Merrill. 4-channel music and 
direct dial telephones are in 
each room of the Lanka 
Oberoi. 

Owned by the Asian Hotels 
Corporation, the Lanka Oberoi 
has been built at a cost of ten 
million US dollars. The Pro¬ 
ject Management is of Sodeteg, 
France. The Hotel is operat¬ 
ed by the Oberoi Hotels of 
India. 

Polychem 

The volume of sales of styrene 
and polystyrene, the two main 
products of Polychem Ltd, 
recorded a significant decline 
during the year ended March 
31, 1975. This was due to the 
cumulative effect of several 
reasons all of which were be¬ 
yond the control of the com¬ 
pany. The company on its 
part is making every efforts 
to reduce costs, step up pro¬ 
ductivity and explore ways and 
means to improve the prospects 
of the company. Diesel gene¬ 
rating sets have been installed 
at all the three plants to avoid 
production loss due to power 
cuts. New formulations such 
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ds low volatile, polystyrene, 
glass re-inforced polystyrene 
and structural foam have been 
developed to tap new fields of 
application. These Pilot 
plant for producing ABS 
resins has been commissioned 
and the initial product evalua¬ 
tion trials have been found 
satisfactory. Based on the re¬ 
sults of the pilot plant’s trials, 
design and engineering para¬ 
meters for 2000 tonnes per 
year plant have been finalised. 
The validity period of the 
letter of intent for the above 
projects has been extended. 
The company's research and 
development unit has been 
recognised by the department 
of science and technology, the 
government of India, and with 
better facilities now available 
to import chemicals and equip¬ 
ment, R Sc D work is being 
extended to diverse fields. The 
company's application seek¬ 
ing letter of intent for setting 
up a plant for manufacture of 
vinyl acetate monomer and 
other related products is under 
the active consideration of the 
government 

Rohtas Industries 

Rohtas Industries Ltd has 
reported all-round improve¬ 
ment in production of paper 
and paper boards during the 
year ended March 31, 1 975. 
The output of paper and paper 
boards shot up to 59,224 
tonnes from 54,630 tonnes 
attained in 1973-74. It also 
exceeded the output of 57,746 
tonnes achieved during 1972-73. 
But for the closure of machine 
No. 1 for about 26 days, due to 
slow-down by workmen in the 
finishing department, the pro¬ 
duction would have surpass¬ 
ed the installed capacity of 
60,000 tonnes. The improved 
profitability in the paper di¬ 
vision has contributed to better 
financial results of the com¬ 
pany for the period under 
report. 

- The all-round recession in 
the economy has resulted in 
shrinkage of demand parti¬ 
cularly for industrial papers. 
Since almost the entire 
production of the company 
constitutes industrial papers 
and boards it has been hit more 
than otter manufacturers. This 
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difficulty has been further 
compounded by the increase 
in excise duty on duplex boards 
and M.G. papers which was 
increased from Rs SCO per 
tonne to Rs 1200 per tonne 
in the last budget. The com¬ 
pany has absorbed this in¬ 
crease in excise duty and 
further reduced its selling 
prices. In spite of this the 
finished goods stocks have 
been mounting. 

The company's application 
for foreign exchange and 
rupee loan for the crash 
programme to achieve pro¬ 
duction of 75,000 tonnes per 
annum is still pending with 
financial institutions. The 
company hopes to receive the 
sanction during the current 
year. In the meantime the 
company incurred capital ex¬ 
penditure to the tune of Rs 87 
lakhs during the year under 
report out of its own resources. 
Orders have also been placed 
for indigenous machinery and 
equipment 

Production Declines 

The production of cement 
declined progressively from 
2.70 lakh tonnes in 1D72- 

73 to 2.14 lakh tonnes in 1973- 

74 and further down to 1.70 
lakh tonnes in 1974-75. Like¬ 
wise the output of clinker 
dropped from 2.35 lakh tonnes 
in 1972-73 to 1.90 lakh tonnes 
in 1973-74 and still lower to 
1,54 lakh tonnes in 1974-75. 
The output of asbestos cement 
receded to 26.070 tonnes from 
28,697 tonnes in 1973-74. 
The strike in quarries or 
limestone, a month's strike 
in Indian Railways, strike in 
Dehri-Rohtas Light Rly. Co. 
Ltd., and erratic and severe 
restrictions in supply of 
power, have by and large 
.adversely effected the work¬ 
ing of this division. 

The company continued 
to be affected by the 
utiremunerative prices given 
for its cement. Efforts arc 
being made for a hike in the 
pDriteu of cement on account of 
: escalation in costs. Meanwhile, 
r the Oration of the closure plant 
fqsr Want of limestone was 
UtBbod fo#4he repair work of 
tfe kml«.;;^taking conveyors 


overhauling was also dom^dur- * 
mg this period. 

The production of vanaspati 
at Dalmia Nagar declined to 
12,994 tonnes from 13,693 
tonnes in 1973-74. The vanaspati 
unit of the company at Jaipur 
went into production during 
the course of the year under 
review and it produced 6854 
tonnes during 1974-75. 

Higher Profit 

The year's working after 
providing for all operational 
expenses but before allowing 
for depreciation and develop¬ 
ment rebate reserve, has re¬ 
sulted in a gross profit of Rs 
504.84 lakhs as compared to 
217.48 lakhs in 1973-74. The 
directors have stepped up the 
allocation to development re¬ 
bate reserve from Rs 8.28 
lakhs to Rs. 27.78 lakhs while 
the appropriation to deprecia¬ 
tion reserve was enhanced 
from Rs. 53.08 lakhs to Rs. 
77.90 lakhs. This leaves a 
balance of Rs 399.16 lakhs as 
compared to Rs. 156.12 lakhs ' 
in 1973-74. 

After adjustments, there 
is a surplus of Rs 405.28 
lakhs as against Rs 146.16 
lakhs in the previous year. 
Out of the surplus, a sum of 
Rs 8.03 lakhs was provided for 
taxation in respect of previous 
years, while Rs 45.52 lakhs 
was transferred to reserve for 
arrears of dividend on cumula¬ 
tive preference shares. The 
remaining amount of Rs 
351.73 lakhs has been carried 
to general reserve. The direc¬ 
tors have recommended an 
equity dividend of six per cent. 
This will absorb Rs 30.00 
lakhs. 

NELCO 

The National Radio and 
Electronics Company Limi¬ 
ted has reported substantial 
improvements in its working 
results during the year ended 
March 31, 1975. Following a 
spurt in the company’s turn¬ 
over to Rs 8.62 crores from 
Rs 6.27 crorcs in 1973-74, the 
gross profit has jumped to Rs 
31.10 lakhs during 1974-75 
from Rs 5.94 lakhs in the 
preceding year. The profit for 
the year has been arrived at 


Olbpairlmcliit Atomic 

'ba behalf of the l^klent of^IndiA, the Directory Director*** ofputthiwl 
and Stores, Department of Atomic toergy, Borhbajtf 1 invites tendar* ttgWy 
pafluon the due date shown agtimst each item, to be opened ai 4 ptftLW 
same day. 

1. DPS/PPED/PPF/743 due on 15-10-75. Supply ofCarboa aoel fittings* 

2. DPS/PPED/PPF/742 due on 15-1.0-75, Supply Of C*rb«i steel fittings. 

3. DPS/TAPS/ELE/31 6 due on 1,5-10-75. BR*ror Seg$fos Conduit pipes 
and accessories in different sizes and various quantifies. 

4. DPS/PPED/PPF/744 due on 10-10-75. Supply of Carbon Steel fitting* 

5. DPS/PPED/N APP/PPP/VT due on 1.6-10-75. Supply cT Carbon stett 
Pipes in various sizes. 

6. DPS/H WP/OHJE M/265 due on 20-1.0-75. (a) Santobrite sodium hex*- 
ehlorophcnate in 20-25 Kg. Packing—2 M.T. (b) Sodium hexametaphos- 
phate 3 M.T. 

7. DPS/A MI WAP/186 due on 20-10-75. Skid mounted, heavy duty, 
triplex high pressure reciprocating pump unit, capable of delivering approx, 
157-5 Ipm. 3 Nos. 

8. DPS/BARC/R—5/PAB/12 due on 20-10-75. Preparation of snop dra¬ 
wings. fabrication, inspection, shop painting or galvanising and delivery at 
R -5 Project Site, B.A.RC. Trombay, Bombay of miscellaneous embedded 
parts. 

9. DPS/BARC7PUR127I3 due on 1.5-10-75. Wooden containers made of 
plywood ami deal wood—M) Nos. (As per our drawing no. A-WS/535.) 

10. DPS/B ARC7ELE/9485 due on 1.6-IQ-75. PVC x PVC Wire armoured 
Cu Conductor Control Cables- -3150 Mtrs. 

1.1. DPS/N JT7ELE/9Q due on 20-10-75. PVC x PVC armoured Cables 
with single stranded copper conductor — 2375 Metres. 

12. DPS/AMD/CAP/183 due on 20-1.0-75. 5 H P. Diesel engine coupled 
with single stage pump, capacity 150 litres per minute—4 Nos 

13 DP3/NFC/CAP/315 due on 20-10-75 Chilling plant, cooling capacity 
12000 btu/hr (I. tonne) at 40 0-1 No. 

14 DPS/AMD/CAP/187 due on 21-1.0-75 Air Cooled vertical diesel 
engine of 35 BHP at 1,500 RPM — 3 Nos. 

15 DPS/AMD/CAP/190 due on 2M0-75. Wire line equipment such as 
drill rods, core barret assembly etc 

1,6. DPS/NFC/CHEM/169 due on 21-10-75. For appointment of Cont¬ 
ractors tor a period of two years for supply/transportation of the following 
items to Nuclear Fuel Complex—Hyderabad, Tarapur Atomic Power Sta¬ 
tion—Tarapur, Bhabha Atomic Research Centre- Trombay. 

1. Nitric Acid—2000 Tons. 

2. Anhydrous Ammonia 500 Tons. 

3. Sulphuric Acid- 100 Tons. 

17. DPS/BARC/ENC/7449 due on 23-10-75. Fabrication, assembly and 
supply of double walled container, made out of carbon steel materials, 
2 Nos. 

1.8. DPS/BARC/GEN/7378 due on 23-10-75. Re-inforced rubber-lined 
synthetic fibre weft, cotton warp, fire fighting delivery hose-pipe 40 Lengths. 

19. DPS/TAPS/PPP/87 due on 24-1Q-75. Supply of valve stems. 

20. DPS/NFC/FAB/44 due on 24-10-75. Fabrication and supply of Sto¬ 

rage Tanks for Nitric Acid in AlSt 304 Type Stainless Steel Construction— 
2 Nov. f * . 

2L DPS/PPED/FAB/2SI due on 27-iQ-75. Design, preparation ot shop 
drawings, manufacture inspection, testing, delivery at Madras Atomic Power 
Project Site and guarantee of He tvy Water Storage Tank and supporting 
structures. One No. 

22. DPS/M APP/FUR/30 due on 27-10-75. (a) Slotted Angle 3 side enclosed 
rack having 8 shelves —50 Nos. (b) Slotted Angle 3 side enclosed pigeon hole 
rack having 7 shelves-30 Nos. 

23. DPS/MAPP/EEQ/22 due on 3MO-75. Portable, single operator, 
Motor Generator D.C Welding Set with welding capacity of 400 Amps, 
at 60% duty cycle --4 sets as per specification. 

24. DPS/BARC7CHEM/12143 due on 31-10-75. For Lithium Hydroxide 

purity better than 95%. 500 kg. . „ ,, 

25. DPS/NFC/EED/95 due on JJ-11-75. Supply of Static Diode Bridge 

Rectifying Unit-I No. ■ 

26. DPS/N I ’'C/EEQ/96 due on 12-1,1-75. Supply of Air Natural/Od/Natt* 
rat Cooling type. Saturable Core Reactor with 125 KVA capacity —\ Nd. 

27. DPS/N Ft VEEQ/97 due on 13-11-75. Supply of Power Tramformei 
with 40Q KVA capacity 1 No. 

28. DPS/MAPP/EEQ/24 due on 14-U-75. Supply of Auto Transform*) 
Starter for 6 ft KV Induction Motor—1 No. 

Tender documents priced Rs. 5 each for items 1,4,9,12,13,1.8, 1,9 and 24 
Rs. IQ each for items 2, 3, ft, 7,14,15,17, and 22; R*- 25 each for Items 16 
2Q, 21,23, 25, 2ft and 28; Rs. 30 for item 5; Rs. 50 each for item* $ and 1* 
and Rs. 100 each for items 10 and 27, and General conditions of contract 
priced 50 paise each for items 1 to 7, 9 to 19, 22 to 28 can be ha| WQ fix 
Finance and Accounts Officer, Department of Atomic Energy, DiroettWat 
of Purchase and Stores, 3rd Floor, Mohatta Building, PaUcnt ROOtL domp* 
40TOOL between IQ a.m. and 1 p.m. on working days except on Soterdfyi 
Import Licence will be provided only if the items at S. No*. L 2,4tp 7,1 
to 17. .19* 24, & 26 are not available indigenously. davp 64SjC2fi3J7i 


aunnoR. 


i 612 



after providing E$ 4.41 lakhs 
for depreciation Rs i .98 lakhs 
for payment to retrenched 
and retired employees and 
after taking into account an 
income of Rs 1.18 lakhs 
pertaining to earlier years. 

The company continued to 
march ahead with its diversi¬ 
fication schemes in the field of 
industrial electronics by em¬ 
ploying sophisticated and mo¬ 
dern technology. The sales of 
entertainment electronic pro¬ 
ducts during the year increased 
by 46 per cent and of domestic 
and institutional appliances by 
21 per cent. 

Tata Power Companies 

While addressing the annual 
general meeting of the Tata 
Group of power companies, 
their chairman, Mr Naval H. 
Tata disclosed that the pro¬ 
posed 500 MW unit to be set 
up at Trombay will cost about 
Rr 152 crores. The project 
would take about five years 
for completion from the date 
of approval. It has already got 
the approval of the state go¬ 
vernment and is receiving the 
attention of the union govern¬ 
ment. The Central Electric 
Authority has examined the 
proposal from techno-econo¬ 
mic angle and is expected to 
submit its recommendations 
shortly. If the project gets 
completed, then for the 
next eight to 10 years the 
fear of another power famine 
may not be there as the annual 
growth rate in power de¬ 
mand in the region has been 
placed at eight to 9 pet 
cent. The companies* licences 
are scheduled to expire in 1980, 
and they have approached the 
authorities concerned for the 
renewal of their licences by 25 
years from the date of their 
expiry in 1980. 

Unit Trust 

Unit Trust of India has main¬ 
tained the dividend of seven 
per cent under the unit-linked 
mmmm plan for the year 
ended June 1975. This plan 
provides regular savings with 
a life insurance cover without a 
medical examination, yielding 
a much higher rate of return 
than ordinary insurance over 
the 10-year period 0? the plan. 
The entire contribution sittkfr 


the plan ranked for income* 
tax rebate in the seine manner 
as lift insurance premia. 
Meanwhile the tfTI has raised 
the sale and repurchase* prices 
of its units by 10 paise each to 
Rs 10.45 and Rs 10.15 jper 
unit respectively with effect 
from September 16. 

News and Notes 

Garware Nylons is going 
ahead with its expansion and 
diversification programmes. 
The polyester yam project with 
an installed capacity of 360 
tonnes per annum has been 
commissioned. The depoly- 
merisation project for the re¬ 
covery of caprolactum from 
polymer waste will be commis¬ 
sioned by November or Decem¬ 
ber 1975. It will have a 
capacity to recover about 450 
tonnes * of caprolactum per 
annum and will improve the 
company’s raw materials 
position and consequently 
working. Its application 
for an industrial licence 
to raise the capacity of the 
nylon yam plant from 2394 
tonnes to 3840 tonnes per 
annum is still pending with the 
government. 

The Bhopal Unit of Bharat 
Heavy Electricals Limited has 
successfully developed a pro¬ 
totype traction transformer for 
new higher power locomotives 
under manufacture by the 
Indian Railways. The Bhopal- 
made new trac*ion transformer 
will provide additional power 
to the locomotive for hauling 
greater load without con¬ 
suming extra space. It w ill also 
help attain full performance 
capability of traction motor, 
reduction in control equipment, 
cabling and wiring, there¬ 
by increasing the capacity of 
locomotives by at least 11 per 
cent. The new transformer 
type HETT 3900 will be put 
on . trial with a new series of 
locomotives being developed 
by Research, Development and 
Standards Organisation of 
Indian Railways. 

Naw Issues 

Orissa Industries Ltd 
(ORIND), a running company, 
declaring dividends of 10 per 
cent in each of the last three 
years, entered the market on 


September 24 to raise Rs 55.00 
lakhs by isues of 550,000 equity 
shares of Rs 10 each for cash at 
par. The subscription list will 
dose on October 4 or earlier 
but not before September 26. 
The object of this issue is to 
raise part of the finances re¬ 
quired for an expansion pro¬ 
ject. The company has fac¬ 
tories at two locations, one at 
B&rang and the second at Lat- 
lcata, Orissa. The expansion 
project is being implemented at 
its Latkata works. The capa¬ 
city for refractories at Lat¬ 
kata is being expanded from 
24,000 tonnes to 52,800 tonnes. 

The proposed expansion 
project is etimated to cost Rs 
266.50 lakhs and it will financ¬ 
ed by a term loan of Rs 65 
lakhs IDRI, a term loan of Rs 
45 lakhs from IFCI, by equity 
capital subscribed by IDCOL 
of Rs 12.75 lakhs, by public 
issue of Rs 55 lakhs and inter¬ 
nal resources of Rs 88.75 
lakhs. The factory buildings 
have been completed and ail 
the plant and machinery have 
been ordered and most of them 
have been received. This 
means more than 50 per cent 
of the work related to expan¬ 
sion project has been comp¬ 
leted, incurring capital ex¬ 
penditure of over Rs 90 lakhs. 
The actual monthly produc¬ 
tion rate at Latkata is over 
3000 tonnes a month. Thus 
ORIND is entering the market 


with more than half of the 
additional capacity imple¬ 
mented. 

The collaborators arc Har- 
bison Walker International of 
USA, one of the largest ref¬ 
ractory manufacturers in the 
world. Harbison Walker has 
also entered into an export 
assistance agreement with 
ORIND and hence the com¬ 
pany obtains the benefits of 
Harbison Walker network. 
ORIND’s export performance 
in just one year (Rs* 69.38 
lakhs) is better than the 
country’s total exports of Rs 
34.92 lakhs over a period of 
past 10 years. ORIND has 
about Rs 1.50 crores worth 
of export orders on hand which 
speaks for the quality of its 
products. 

The domestic order book 
is also quite full with orders 
to the tune of Rs 3 crores. 
With total orders thus at 
Rs 4.50 crores, the com¬ 
pany does not envisage any 
problem in selling its pro¬ 
ducts. Some of the principal 
raw materials such as high 
alumina clay, non-plastic clay, 
magnesite etc are obtained 
from mines which are on a 
long lease to the company. 
Barring unforeseen circums¬ 
tances, the directors are of the 
opinion that the company 
should be able to maintain a 
dividend of at least 10 per cent 
on the enhanced capital. 


Dividends 


(Per cent) 


Name of the company Year ended 


Equity dividend 
declared for 

Current Pre- 
year vious 
year 


Higher Dividend 
Vardman Spinning 

March 31.1975 

18.0 

12.0 

Amitabh Textile 

June 30. 1974 

10.0 

Nil 

Bombav Paints 

December 31, 1974 

12.0 

11.0 

Coorg Tea 

March 31, 1975 

20.0 

2.0 

Same Dividend 

Laxmi Starch 

March 31,* 1975 

12.0 

12.0 

Midland Rubber 

March 31. 1975 

10.0 

10.0 

Sandur Manganese 

December 31,1974 

Nil 

Nil 

Dunbar Mills 

December 31,1974 

Nil 

Nil 

Reduced Dividend 
Stewarts and Lloyds 

December 31,1974 

4.5 

7.0 

Vijaya Mills 

December 31,1974 

10.8 

12.0 

Bowreah Cotton 

December 31,1974 

10.0 

25.0 
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Seshasayee Paper and Boards Ltd. 

Registered Office : P&Uipalayem, Cauvery R.S., P.0, Salem District. 

Speech delivered by Sri S. Narayanaswamy, M.L.C. Chairman at tha 
ISth Annual General Meeting of the Company on 19th September 1975. 


Gentlemen, 

I have great pleasure in wel¬ 
coming 'you to this, the 15th 
Annual General Meeting of 
the Company. The Report and 
Accounts for the year ended 
31st March 1975 have already 
been circulated to you and 1 
dare say they have been perused 
by you with interest. 

The operations of the Com¬ 
pany during the year under 
review, namely, 1974-75, were 
hampered by power-cuts for a 
major part of the year, varying 
frbin 30% to 60% with even 
higher power-cuts during the 
early months of the current 
year. Apart from this, the strike 
by the workers in April/June 
1974 resulted in a loss of 60 
days production. In this back¬ 
ground, it is mv hope that you 
will regard the' sales figure at 
29,729 tonnes as not only 
satisfactory but creditable 
against last year's figure of 
32.245 tonnes' 

As a result of increased prices 
for all varieties of paper sold 
by the Company, our total 
turnover was Rs. 1331 lakhs as 
against Rs. 981 lakhs in the 
preceding year. The factor 
which operated as a constraint 
on profitability was the restric¬ 
tions imposed on the produc¬ 
tion pattern of Paper Mills 
consequent on the Paper (Cont¬ 
rol of Production) Order 1974 
under which White Printing 
Paper has to be sold at a con¬ 
cessional price of Rs. 2750 per 
tonne apart from the obliga¬ 
tion to produce specified other 
varieties upto 27 per cent of 
production. In these circums¬ 
tances, the profit after Depre¬ 
dation at Rs. 344 lakhs will. 1 
..consider, be regarded as good. 
For the first time in the history 
Of the Company, having already 
availed all concessions and the 
flail amount of Development 
Rebate, the Company's profits 
attract taxation and a substan¬ 
tial provision therefor has been 
made in the Profit and Loss 
Account. The distributable 
profits of the Company, within 
the ambit of the Companies 
(Temporary Restriction on 


Dividends) Act, 1974, fortuna¬ 
tely permit a 12 percent divi¬ 
dend which can be paid imme¬ 
diately. 

As most of you are aware, 
there is presently a slump in 
the paper market. However, 
the fact that our Company had 
observed certain restraints in 
its pricing policy when the 
market was buoyant and in 
view of the very good quality 
of our products, the demand 
for our paper continues to be 
satisfactory despite general 
sluggishness in the paper 
market. 

A matter that has caused 
your Board some concern in 
the last two or three years is 
the formulation of medium and 
long-term plans for continued 
supply of bamboo and pulpable 
woods from the State forests 
of Tamil Nadu. An industry 
has a paramount duty to look 
well over its shoulders, to 
ensure that the primary raw 
material can be confidently 
drawn upon as the years go by. 
Indeed it would amount to 
failure of economic vision to 
ignore the long-term compul¬ 
sions of an industry like 
paper—which relies on forest 
produce, whose replenishment 
is not secured except over a 
period of decades. A mining 
industry goes on the geologist's 
'guesstimates' as to ore resour¬ 
ces and the materia] is too 
much below the surface to lend 
itself to anything more than 
an approximate appraisal as to 
quanta. But the resources of 
our forests being there for all 
to see, lend themselves to 
more precise assessments and 
unlike mineral wealth, are rep- 
lenishable in a brief cycle of 
years, with rational replanting 
programmes, carried out with 
meticulous earnestness and 
with timely application of re¬ 
sources and inputs. 

The present set-up of Forest 
Departments in all the States 
is ill-equipped to implement 
programmes of rc-afforestation 
of depleted areas or planting of 
pulpable woodsonvirginland, 
on the scale or in the manner 


required by forest-based indus¬ 
tries, which are indeed demo¬ 
niac consumers of forest pro¬ 
duce. Half-hearted or hesitant 
programmes of spasmodic re¬ 
plantation carried out by de¬ 
partmental officials who arc 
hamstrung by limited financial 
allocations are therefore clearly 
not the answer to a problem 
that is day after day gaining in 
magnitude and complexity. The 
Government of Tamil Nadu has 
established a Forest Plantation 
Corporation to undertake re¬ 
forestation on a commercial 
scale which is praiseworthy 
evidence of earnestness on 
Government's part to tackle 
this problem. While 1 wish this 
effort all strength at the elbow, 

I atn frankly skeptical of the 
degree of success that even 
an ad hoc corporation of State 
Government would be able to 
achieve, having regard to the 
urgency of replenishment exi¬ 
gencies, the scale on which 
this needs to be undertaken 
and the resources and man¬ 
power involved in these opera¬ 
tions. If we are not to have 
grim confrontations in the 
decades to come with tapering 
off in forest supplies, the State 
Governments should without 
hesitation hand over required 
fallow land to the paper and 
forest-based Companies for un¬ 
dertaking plantation of bamboo 
and pulpable woods, who can 
be trusted in enlightened self- 
interest, to apply the resources 
needed and carry out militant 
programmes of vegetating 
fallow or depleted forest areas, 
without cumbersome red-tape 
delaying initiation of opera¬ 
tions or shifts or transfers of 
top personnel such as is fre¬ 
quently happening in Govern¬ 
ment Departments, hampering 
the smooth carrying out of 
such afforestation programmes. 

While on this theme, I wish 
to refer to State Governments* 
propensity to hike seigniorage 
or royalty rates on forest pro¬ 
duce .with unpredictable fre¬ 
quency mid thereby, achieving 
a confusing dis-uniformity as 
among the States in such levies. 


The impact oft the 
costs of paper pWfSoosrf whh 
raw material carrying 
varying seigniorage levies ■has 
been to impair competitive 
capacity and to place softie 
mills that pay low srfgftjforafe 
rates, in a position of compare- 
tive advantage. State Govern* 
ments are undoubtedly con¬ 
cerned with the maximization 
of their revenue from all possi¬ 
ble sources. 1 do not blame 
governments for yielding to 
the temptation to enhance reve¬ 
nue by hiking up seigqioiagC at 
a time when their development 
needs require them to mobilize 
revenue at State level and 
thereby, attract Central subven¬ 
tion, which generally take the 
form of matching grants, How¬ 
ever, the economics of opera¬ 
tion of paper mills which, 
among other things, help to 
enrich State coffers massively, 
should not be disregarded in 
the overall zeal for improving 
State revenues. 

Yet another factor that State 
Governments should keep in 
view is the disadvantage of 
long leads for coal and other 
material for mills located in 
the Southern region. Mills 
located in the Northern States 
pay less for coal because of 
proximity of coal-pits and some 
are located on the periphery 
of the forests from which they 
secure the pulpable material. 
While we are not located too 
far away from our forest areas, 
we do not have the advantages 
enjoyed by some Northern mills 
as to the very short leads for 
bamboo and coal. Your 
Board's anxiety is that the 
Company should not be bur¬ 
dened with high royalty on 
top of other locational dis¬ 
advantages. 

State Governments in accor¬ 
dance with time-honoured prac¬ 
tice, auction forest produce 
like bamboo to contractors and 
other buyers and these natural* 
]y fetch attractive prices. How¬ 
ever, to make this a measuring- 
rod for fixing seigniorage rates 
for bulk consumers like paper 
mills, is to ignore : tlie role 
of the paper industry in the 
general economy of the Staty* 
and the country. For kklmm* 
for the year .T9$475,. your 
Company in 

Sales Taxes at dm Met Km* 
90 lakhs to the Statc Bxchequer, 
while Rs. 



huttdfey Way at Electricity 
duty and briber charges. Apart 
frott other “inflkect contribu¬ 
tions to State revenue, we 
tunned over to Central Govern¬ 
ment about R.s. 140 lakhs in 
Excises and other imposts, a 
portion of which flows back 
to the State under the Centre- 
State financial arrangements. 
It would, therefore, be unwise 
for State Governments to seek 
escalation of seigniorage rates 
on the basis of realizations for 
smaller quanta of bamboo or 
wood-ignoring their own con¬ 
siderable fiscal stakes in an 
industry like paper. 

It is my hope that a policy 
decision under Central ''guid¬ 
ance would be speedily taken to 
afford facilities to paper mills 
to embark on their own affores¬ 
tation programmes, through 
allocation of suitable fallow or 
de-wooded land. It is interest- 


the benefit of all employees 
and have funded a sum of 
Rs. 18.42 laldts with the Life 
Insurance Corporation tow¬ 
ards this scheme. This gives 
Insuranoe-cum-Gratuity cover¬ 
age to all ranks of employees. 
The distinction between an or¬ 
dinary Gratuity Trust Fund and 
the one opted for by the Com¬ 
pany is, that in the event of 
premature death of an emp¬ 
loyee, his legal heirs will be 
entitled to receive foil gratuity 
payment which the employee 
would receive in the event of 
normal retirement. I am glad 
it has been possible for the 
Company to afford this bene¬ 
fit to all ranks of employees. 

I must say that ever since the 
calling-off of the strike in 
June 1974, the employees have 
shown a high sense of respon¬ 
sibility in the discharge of their 
duties and have been giving of 


their best, on which t would 
like to compliment them. 

Several shareholders have 
written to us on the desirability 
of an issue of bonus shares 
by the Company. The Board of 
Directors of your Company is 
not fully convinced of the 
wisdom of making bonus issue 
in a period of dividend restric¬ 
tions, but, nevertheless, has 
this matter under its active 
consideration. 

I would like to convey our 
grateful thanks to the Industrial 
Development Bank of India. 
Life Insurance Corporation of 
India and Industrial Credit 
and Investment Corporation of 
India for their continued help 
during the year. I should also 
like to tender my wannest 
thanks to our Bankers. United 
Commercial Bank and Syndi¬ 
cate Bank for their uniform 
understanding and support. 


I would like to take this 
opportunity to convey our 
gratitude to the Managing 
Director, Mr. S. Viswanatnan, 
for piloting the affairs of the 
Company with great skill dur¬ 
ing a difficult year. I would 
also like to thank Mr. N. 
Padmanabban, our General 
Manager and his team of top 
executives for the fine team 
spirit and excellent work put 
in by them during the year. 
Our thanks are also due to all 
ranks of staff and workers for 
the good work put in by them 
during the year. 

I thank you for your for¬ 
bearance. 1 now move for 
adoption of the Report and 
Accounts. 

(Note : This does not pur¬ 
port to be a record of the pro¬ 
ceedings of the Annual General 
Meeting.). 


ing to recall that as early as 
1959, the Tariff Commission 
with customary perspicacity, 
recommended the allocation 
of fallow land to industrial 
units for phased plantation or 
replantation “with a view to 
foster planned development and 
scientific exploitation”. Your 
Company has already experi¬ 
mented with unconventional 
raw material, with considerably 
more success than was antici¬ 
pated. Currently, your Board 
has requested the Tamil Nadu 
Agricultural University at 
Coimbatore, to carry out Re¬ 
search on quick growing species 
of pulpable material and has 
agreed to finance such work. 
It is my hope that State 
Governments will take a speedy 
decision in the matter and not 
allow precious time to run out. 

„ Your Company is pursuing 
us expansion programme to 
increase its installed-capacity 
Dram its present 35,000 tonnes 
per annum to 55*000 tonnes per 
annum. The project is under 
detailed examination by the 
, term-leadiag institutions as an 
overwhelming part Of the re¬ 
sources for the expansion is to 
he found through term-loans. 
Tfo project is expected to cost 
wtween Rs. 19 crons and Re. 
3? dfores* A team of institu- 
tjpoai. representatives visited 
ftfopalayam recently and wifi 
ha tijmt& mafoni their report 
to 'tqeSs. rmpacrivemstHuttons. 

Cm *' 

MOV hai started a AnhSta. 



DO you manufacture for exports 7 
An you on the look out for a site 
to shoot your export products from 7 
Than, Kandla Free Trade 
20ne provides you an ideal 
launching pad. 

The Zone Is humming with activity. 
Several units - ready-made garments, 
drugs and pharmaceuticals, 
handknitting machines, 
embroidered goods, plastic goods, 
carpets, radiators for cars and 
trucks, processed food etc. an 
already functioning. There is 
scope for more industries. 

Specialised and sophisticated. 

Kandla Free Trade Zone offers you 
several new and exclusive 
concessions end alluring facilities 



FOR EXPORTERS 


AT KANDLA 
FREE TRADE 
ZONE 


Over 1,500 industrialists from all 
over the country end abroad 
have made enquiries during the 
last 3 months. And, more are 
showing interest. 

Are you among them-? If not. 
write to or can on 

Tho Dm mto p m o nt Connmfaalonar 
Kandla Froa Trade Zeno 
Oaftdhidham.Ktitoh 








RECORDS 



sumsncs 


Reorganisation 
of coal 
industry 

The Government of India has 
decided to reorganise the mana¬ 
gement structure of the coal 
industry in the central sector 
by converting Coal Mines 
Authority Ltd into a Holding 
Company called “Coal Mines 
Limited" which will have as 
subsidiaries in addition to the 
existing divisions of CMA and 
CMPDI, the Bharat Coking 
Coal Limited (BCC) also. 

Major Reorganisation 

After the nationalisation of 
the coal industry which started 
in October 1971 and ended in 
May 1973, this is the first major 
reorganisation of the manage¬ 
ment structure of the industry. 
This has been necessitated by 
the experience gained in the 
working of the industry dur¬ 
ing the last 3-4 years. The main 
aim has been to streamline the 
organisational set up for the 
management of the industry 
in^a manner which would be 
conducive to efficient adminis¬ 
tration and facilitate the de¬ 
velopment of the industry for 
the rapid stepping up of coal 
production required during the 
fifth and subsequent Plans. 

At present the nationalised 
r coal industry is managed by 
: th^ ,l 'ipswrnment i c@mpanles: 

(a) Singcreni Collieries 
;;Cbinpany Limited, a 
. government company 
sbt UP in 1936 which is 
jujfi# owned by the 
Pradesh govern? 

*3 1 


ment and the Coal Mines 
Authority Limited with 
collieries in Andhra Pra¬ 
desh. This company 
would be producing 
about 6.5 million tonnes 
of coal during 1975-76. 

(6) Bharat Coking Coal 
Limited, a government 
company set up in 1972 
which is wholly owned 
by the central govern¬ 
ment. It has control 
over the collieries mainly 
in the Jharia coalfields 
of Bihar. Its target of 
production during 
1975-76 is 19 million 
tonnes of coal. 

(c) Coal Mines Authority 
Limited, a government 
company which was set 
up in 1973 by the central 
government. It has 
three divisions and con¬ 
trols collieries in the 
states of Assam, Bihar, 
Bengal, Orissa, Madhya 
Pradesh and Maharash¬ 
tra. It is aiming at a 
target of 69 million ton¬ 
nes of coal production 
during 1975-76. 

Holding Company 

The nationalised mines in 
the central sector came to be 
under two different govern¬ 
ment companies, namely, BCC 
and CMA in view of the 
fact that coal industry was 
nationalised in two phases. The . 
necessity of integrating these 
companies has been felt from 
the time the non-coking coal 
mines were taken over in 
January 1973. Except for the 
end use there is no difference 
between the coking and non¬ 
coking coal and any division 
or distinction between the two 
has in practical terms no ad¬ 
vantage, 

Jta ull matters relating to 


management and research 
and development, integ¬ 
rated and unified control of 
coking as well as non-coking 
coal mines in the country is 
necessary. The other objective 
proposed to be achieved by the 
reorganisation of the industry 
is proper delegation of func¬ 
tions and powers at different 
tiers of management from the 
apex downwards. It will 
now be possible to judge the 
performance of each subsidiary 
company separately as it 
would be having its own annual 
balance-sheet and profit and 
loss account. Moreover the 
entire coal industry would 
now have one common “Coal 
Cadre" for providing the exe¬ 
cutives for the industry. 

Regional Offices 

The headquarters of the 
Holding Company will continue 
to be in Calcutta. The Holding 
Company will have in addition 
to the Contral Mines Planning 
and Design Institute at Ranchi, 
and the following 4 regional 
companies as subsidiaries : 

(1) The Bharat Coking Coal 

Ltd—comprising the 

present BCC together 
with the Sudamdih and 
Monidih mines of 
NCDC—Hq Dhanbad. 

(2) The Eastern Coalfields 

Ltd—Comprising the 

present Eastern Division 
of CMA—Hq Sanctoria. 

(3) The Central Coalfields 

Ltd.—comprising the 

NCDC/Central Divi¬ 
sion of CMA—Hq 

Ranchi. 

(4) The Western Coalfield 

Ltd—comprising the 

Western Division of 
CMA—Hq Nagpur, 

The Holding Company would 
have a board of directors 
headed by a full-time chair¬ 
man. The board of directors 
would include the managing 
directors of the subsidiary 
companies and the other part- 
time directors nominated by 
the government. 

As for as the subsidiary com¬ 
panies are concerned, they 
would have their individual 
board of directors with a 
whole-tixne managing director, 
the chairman of the Holding 


m 


Company being the partible 
chairman of the boards of 
directors of the subsidiary 
companies. 

The fractions of the Holding 
Company will be to set targets 
and monitor them, to approve 
budgets, determine standard 
costs and retention prices and 
evaluate performance, to coor¬ 
dinate amongst subsidiary 
companies, to prescribe priori¬ 
ties and to lay down guidelines 
for industrial relation; and 
wage policies. It would also 
be responsible for the ovcrill 
policy regarding coal distribu¬ 
tion. 

Once the policy for coal 
distribution and the broad 
linkages to coalfields have 
been decided, it will be 
the responsibility of the con¬ 
cerned subsidiary company to 
deliver the coal, maintain quali¬ 
ty control and carry out after¬ 
sale service. The Holding 
Company would only be called 
in when there are inter-com¬ 
pany problem or problems 
requiring the common ap¬ 
proach to the consumers, car¬ 
riers, etc. 

Accountable to Centro 

The Holding Company as a 
public sector undertaking 
would be accountable to go¬ 
vernment for its working. The 
Holding Company will submit 
detailed reports to the govern¬ 
ment about its own functioning 
and of its subsidiary companies. 
It would advise government 
on formulating long term poll 
cies in regard to conservation, 
development and scientific uti¬ 
lisation of the coal reserves 
and development of the coal 
industry and implement the 
policies laid down by the 
government in this regard. 

The government will consti¬ 
tute the board of directors 
of the Holding Company and 
the subsidiaries, approve phtns 
and budgets of the bedding 
company and sanction prefects 
costing more than Rs 5 mm 
each. In matters relating to 
wages of workers, emotutnents 
of executives, pfoviiiwa m 
welfare meamresctc. -i Mmmy 
directions will be issued or 
guidelines laid dwfr b^tSa 
government. 4 i *'• v ; >v.v. X? . 
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RECORDS AND STATISTICS 


Wheluale 

prices 

The official wholesale prices 
index for all commodities 
(with base 1961-62-^100) regis¬ 
tered a fall of 0.3 per cent 
to 312.2 during June, 1975 
as against 313.1 for May, 1975. 
At this level, the index for 
June, 1975 was higher by 2.1 
per cent when compared to 
that of a year ago. This fall 
of 0.3 per cent in the all-com¬ 
modities index has been con¬ 
tributed mainly by the group 
‘industrial raw materials’ 
which receded by 1.3 per cent. 

The groups ‘food articles,’ 
‘chemicals’ & ’manufactures’ 
receded by 0.3, 0.6 and 0.2 per 
cent respectively. However, 
the indices for ‘liquor and 
tobacco and *f\iel, power, 
light ft lubricants’ moved up 
by 0.5 per cent and 0.2 per 
cent respectively. The group 
'machinery & transport equip¬ 
ment’ remained unchanged. 

Food Articles 

The sub-group index for 
‘cereals’ registered a rise of 
0.5 per cent to 382.7 as against 
380.7 during the earlier month 
owing to rise in the prices of 
rice, maize and ragi. The 
prices of all other cereals, 
however, went up. Lower 
prices of gram, arhar ft masur 
brought down the index of 
‘pulses’ by 1.4 per cent to 
452,2. A rise of 0.1 per cent to 
293.9 in the index for 'fruits& 
vegetables’ was caused by high¬ 
er prices of potatoes, onions 
and oranges. The prices of 
bananas and cashewnuts, 
however, dropped. 

The subgroup index for ‘milk 
ft milk products* declined by 
2.1 per cent to 357.5 due to a 
fall in the prices of milk, 
gheeft butter. Lower prices of 
all oils and vanaspati resulted 
in the decline in the sub¬ 
group index for 'edible oils’ 
by 4J pejr cent to 357.8, The 
sub-group index for 'fish, eggs 
ft meat* moved higher by 24 
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per cent to 560.6 owing to a 
rise in the prices of fish ft eggs. 
However, the prices of meat 
receded. 

‘Sugar ft allied products* 
sub-group index moved 


up by 1.3 per cent to 338.8 
owing to a rise in the prices 
of ‘gur and khandsari’. The 
prices of sugar, however, re¬ 
ceded while those of confec¬ 
tionery remained unchanged. 


Higher prices of tea and coffee 
raised the index for ‘other 
food articles’ by 2.4 per cent 
to 314.8. The prices of spices 
& condiments bctelnuts and 
salt however, witnessed a fall 


Index Numbers of Wholesale Prices by Groups ft Sub-Groups 

(Base 1961-62 = 100) 


Groups ft Sub-group June May June Percentage rise (4-) 

1975 1975 1974 or fall ( —) in June, 

1975 


Over Over 
May, 75 June, 74 


Food articles 

370.1 

371.2 

351.2 

- 0.3 

+5.4 

Foodgrains 

395.5 

394.9 

375.7 

+0.2 

+5.3 

Cereals 

382.7 

380.7 

357.2 

•0.5 

+7.1 

Pulses 

452.9 

459.3 

458.7 

—L.4 

—1.3 

Fruits & vegetables 

293.9 

293.6 

342.9 

40.1 

-14.3 

Milk ft milk products 

357.5 

365.0 

325.2 

-2.1- 

+9.9 

Edible oils 

357.8 

374.0 

411.5 

-4.2 

—13.0 

Fish, eggs & meat 

560.6 

548.9 

526.0 

4 2.1 

+6.6 

Sugar & allied products 

338.8 

334.6 

281.0 

+ 1.3 

+20.6 

Others 

314.8 

307.3 

254.8 

- r 2.4 

+23.5 

Liquor & tobacco 

317.3 

315.7 

304.5 

j 0.5 

+4.2 

Liquor 

215.2 

215.2 

207.7 

Nil 

+-3.6 

Tobacco 

322.0 

320.4 

309.0 

4 - 0.5 

+4.2 

Fuel, power, light & lubricants 

323.7 

323.0 

308.7 

+ 0.2 

+4.9 

Coal 

244.3 

244.3 

244.3 

Nil 

Nil 

Coke 

357.3 

357.3 

357.3 

Nil 

Nil 

Mineral oils 

402.5 

402.5 

383.2 

Nil 

+5.0 

Rectified spirit 

547.2 

367.9 

323.1 

+ 48.7 

+69.4 

Electricity 

211.6 

211.6 

186.5 

Nil 

+13.5 

Castor oil 

271.3 

287.6 

394.6 

- 5.7 

—31.2 

Industrial raw materials 

282.9 

286.7 

335.6 

- 1.3 

—15.7 

Fibres 

238.6 

241.7 

266.7 

—1.3 

—10.3 

Oilseeds 

341.8 

348.7 

422,8 

— 2.0 

—19.2 

Minerals 

160.4 

158 . 1 . 

172.7 

+ 1.5 

—7.1 

Others 

248.4 

247,1 

286.8 

— 0.5 

+ 13.4 

Chemicals 

329.4 

331.4 

286.8 

~0.6 

+14.9 

Machinery & transport equipment 

268.9 

268.9 

233.4 

Nil 

+15.2 

Electrical machinery 

260.1 

260.5 

223.4 

— 0.3 

+16.4 

Non-electrical machinery 

302.8 

302.6 

263.9 

+ 0.1 

+ 14.7 

Transport equipment 

215.6 

215.6 

187.3 

Nil 

+15.1 

Manufactures 

251.5 

251.9 

249.3 

— 0.2 

+0.9 

Intermediate products 

299.7 

301.4 

339.4 

0.6 

—11.7 

Textile yarn 

. 219.9 

226.9 

292.9 

-'• 3.1 

—22.3 

Leather 

273.0 

251.3 

244.9 

+ 8.6 

-r 11.5 

Metals 

389.7 

388.0 

408.7 

+- 0.4 

—4.6 

Linseed oil 

291.5 

320.6 

435.8 

* 9.1 

—33.1 

Finished products 

239.8 

239.9 

227.5 

Nil 

+5.4 

Textiles 

223 2 

223.7 

227.4 

- - 0.2 

—1.8 

Metal products 

290.0 

290.9 

256.9 

‘Nil 

+ 13.2 

Non-metallic products 

278.8 

277.7 

211.6 

+ 0.4 

+25.8 

Chemical products 

254.1 

254.6 

228.8 

— 0.2 

+11.1 

Leather products (shoes) 

149.0 

147.3 

125.4 

+ 1.2 

+18.8 

Rubber products 

232.8 

231.8 

176.2 

+0.4 

+ 32.1 

Paper products 

230.3 

230.3 

213.3 

Nil 

+ 8.0 

Oilcakes 

287.3 

289.0 

344.2 

— 0.6 

— 16.5 

Miscellavlous products 

174.3 

174.3 

168.8 

Nil 

+3.3 

All commodities 

312.2 

313.1 

305.8 

—0.3 

+ 2.1 


Source : Office of the Economic Adviser to the Government of India, Ministry of Industry & Civil 
Supplies, 
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while those of processed food 
remained unchanged. 

Liquor it Tobacco 

The sub-group index for 
‘liquor’ stood stationary at 
its previous month’s level of 

215.2. The sub-group index 
for ‘tobacco’ moved by up 
0.5 per cent to 322.0 owing to 
a rise in the prices of raw 
tobacco. 

Fuel Power, Light 
I Lubricants 

The sub-group indices for 
‘coal, coke, mineral hils and 
electricity’ remained unchanged 
at their earlier months level of 

244.3, 357.3, 402.5, and 211.6 
respectively. The sub-group 
index for ‘rectified spirit’ had 
a rise by 4.87 per cent to 
547.2. However, the sub-group 
index for ‘castor oil’ drifted 
lower by 5.7 per cent to 271.3. 

Industrial Raw Materials 

A fall in the prices of cotton 
raw and coir fibres lowered 
the sub-group index for ‘fibres’ 
by J.3 per cent to 238,6. The 


prices of jute raw, mesta & 
silk raw, however, moved 
up. Oilseeds also drifted lower 
by two per cent to 341.8 due to 
a sharp fall in the prices of 
linseed, rapeseed, cottonseed 
and copra and a slight foil in 
gingelly seed. Castor seed, 
however, experienced some 
price rise. The sub-group 
index for ‘minerals’ moved up 
by 1.5 per cent to 160.4 owing 
to a rise in the prices of 
other ores. 

The sub-group index for 
‘other industrial raw materials' 
also advanced by 0.5 per 
cent to 248.4 owing to a rise 
in the prices of raw hides, raw 
skin, tanning materials, rubber 
and lac. 

Chemicals 

The index for this group dec¬ 
lined by 0.6 per cent to 329.4 
due to a fall in the price of 
caustic soda. 

Machinery & Transport 
Equipment 

The sub-group index for 
‘electrical machinery* registered 


Index Numbers of 


a fall of 0.2 per cent to 260.1. 
The sub-group index for ‘non¬ 
electrical machinery’ advanced 
byO, 1 per cent to 302.8 due to 
a rise in the prices of ‘machinery 
other than electricals*. 

The sub-group index for 
‘transport equipment’ stood 
stationary at its last month’s 
level of 215.6. 

Manufactures 

Intermediate Products : The 
sub-group index for ‘textile 
yarn’ receded by 3.1 per cent 
to 219.9 due to a fall in 
the prices of cotton yarn and 
coir yarn. The prices of 
‘rayon yarn’ however moved 
up. ‘Leather’ advanced by 
8.6 per cent to 273.0. ‘Metals’ 
advanced by 0.4 per cent to 
389.9 due to a rise in the prices 
of zinc, brass sheets, copper 
sheets & tin (black Penang). 
The prices of lead, however 
receded. The sub-group index 
for ‘linseed oil’ receded by 0.1 
per cent to 291.5. 

Finished Products ; The sub¬ 
group index for ‘textiles’ 
declined by 0.2 per cent 


Security Prices—All India 


to 223.2 due to a fall in 
the prices of cloth (mills) jute 
manufactures, silk & rayon 
manufactures and woolen 
manufactures although the 
prices of coir mats and 
matting moved up. ‘Metal 
products’ stood stationary 
at its last month’s level of 
290,9. 

The sub-group index for 
‘non-metallic products* ad¬ 
vanced by 0.4 per cent to 
278.8 due to a rise in the prices 
of glass manufactures. ‘Che¬ 
mical products* receded by> 0.2 
per cent to 254.1 due to a fall 
in the prices of paints A var¬ 
nishes and essential oils. The 
sub-group indices for ‘leather 
products’ moved up by 1.2 
per cent to 149.0. 

Rubber products also moved 
up by 0.4 per cent to 232.8 
owing to a rise in the prices of 
tyres A tubes. ‘Paper products’ 
stood stationary at its last 
month’s level of 230.3. ‘Oil¬ 
cakes’ fell by 0.6 per cent to 

237.3. The sub-group index for 
‘miscllancous products’ stood 
stationary at its last month’s 
level of 174.3. 


(1970-71 = 100) 


Week ended 

August 31, 

August 2 

August 9 

August 16 

August 23 

August 30 


1974 



1975 



Government and semi-government securities 

97.3 

96.4 

96.4 

96.4 

96.4 

96.4 

Government of India 

94.4 

95.3 

95.3 

95.3 

95.3 

95.3 

State governments 

99.5 

99.1 

99.2 

99.1 

99.1 

99.1 

Semi-government institutions 

100.7 

101.1 

101.3 

101.3 

101.3 

101.3 

Debentures 

96.9 

93.1 

93.1 

93.1 

93.1 

93.1 

Preference shares 

92.3 

85.4 

85.2 

84.7 

94.8 

84.7 

Ordinary shares 

314.0 

99.3 

99.4 

98.2 

98.1 

99.1 

Tea plantations 

* 114.8 

116.8 

118.8 

119.2 

119.1 

119.4 

Cotton textiles 

138.5 

112.2 

112.0 

110.6 

109.7 

110.4 

Jute textiles 

156.0 

108.0 

107.9 

107.6 

109.6 

110.4 

Silk, woollen and rayon textiles 

128.9 

115.0 

114.2 

115.8 

113.4 

114.4 

Iron and steel 

50.2 

51.0 

50.9 

49.2 

48.7 

49.6 

Aluminium 

63.4 

60.7 

59.4 

58.1 

60.9 

63.2 

Transport equipment 

81.6 

65.2 

64.2 

63.2 

63.2 

64.0 

Electrical machinery, apparatus, appliances, etc. 

121.2 

99.7 

99.4 

97.4 

97.0 

96,4 

Chemical fertilisers 

152.9 

145.6 

146.4 

143.5 

143.1 

143.$ 

Other basic industrial chemicals 

112.0 

104.5 

104.1 

102.5 

103.2 

104.5 

Cement 

92.3 

86.7 

88.7 

88.5 

87.7 

88.3 

Paper and paper products 

171.2 

152.8 

152.2 

151.4 

153.1 

155,5 

Rubber and rubber products 

106.3 

91.0 

90.7 

87.3 

86.4 

87.2 

J^ptricity generation and supply 

81.0 

62.4 

65.5 

67.0 

60.5 

62.9 v 

____ 

144.5 

150.5 

158.0 

159.5 

164.0 

1?6.7 


Source : Reserve Badfc of India 
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-■M m - mu_ 

m M 


(la lakhs of rupees) 


(R* lakhs) 


A week 
ago 

A month 
ago 

A year 
ago 

41,30 

12,34 

35,27 

6,282,48 

6,262,63 

5,997,92 

6,323,79 

6,274,97 

6,033,19 

182,53 

182.53 

182.53 

121,74 

121.74 

146,74 

14,13 

10,32 

17,27 

6,005,39 

5,960.31 

5,686.65 

54,90 

94,90 

61,75 

7,03 

14,95 

26,02 

570,03 

596,03 

586,12 

1,122,65 

1,047.80 

361.98 

1,869.38 

1,843,05 

1 , 440,03 

3,614,00 

3,586,74 

2 , 475,90 

41,39 

12,45 

35.39 

584,12 

414,86 

499,18 

183,05 

121,02 

156,28 

31,57 

55.18 

105,30 

403,15 

381.99 

279.28 

415,81 

488,35 

275.85 

45,50 

59,74 

190,87 

856,15 

650,58 

503,29 

708,23 

1,125,60 

332.53 

345,03 

356,97 

97,92 


August 29 
1975 


August 29, 
1975 


A week 
ago 


A month 
ago 


A year 
ago 


Demand deposits 

5,342,75 

5,295,33 

5,359,05 

4,669,56 

Time deposits 

7.501,56 

7,477,81 

7,401,56 

6,385,29 

Aggregate deposits 

12,844,31 

12,774,14 

12,760,61 

11,054,84 

Borrowings from 

37,27 

31,57 

55,18 

105,30 

Reserve Bank Cash 

299,17 

286,35 

291,95 

264,20 

Balances with Re¬ 
serve Bank 

577,52 

549,47 

576,64 

567,13 

Cash and balances 
with Reserve Bank 

876,69 

836,02 

868,59 

831,34 

Investments in go¬ 
vernment securi¬ 
ties 

3,021,18 

2.995,25 

3,112,24 

2,623,80 

Advances 

7,217.19 

7,196.71 

7,228,70 

6,239,54 

Inland bills purchas¬ 
ed and discounted 

1.318,75 

1,351,01 

1,287,07’ 

1,057,97 

Foreign bills pur¬ 
chased and dis- 
discounted 

332,30 

330,82 

324.37 

382,12 

Total bank credit 

8,868,24 

8,878.54 

8,840,14 

7,679,63 

Percentage of : 





(7)to (3) 

6.83 

6.55 

6.81 

7.52 

(8) to (3) 

23.52 

23.45 

24.39 

23.73 

(12) to (3) 

69.04 

69.51 

69.28 

69.47 


29,84 


Notes held in bank* 
rag dept. 

Notes in circulation 
Total notes issued 
Gold coin and bullion 
Foreign securities 
Rupee coin 
Govt, of India 
Rupee securities 
Banking Department 
Deposits of cent. govt. 
Deposits of state govts. 
Deposits of banks 
Other deposits 
Other liabilities 
Total liabilities or 
assets 

Notes and coins 29.92 

Balances held abroad 603,36 

Loans and Advances to: 

State governments 163,79 

Scheduled comm, banks 37,27 
State coop, banks 411,44 

Other loans and 418,01 

advances 

Bills Purchased and Discounted 


6,205,77 

6,235,61 

182.53 

121,74 

15.95 

5,915,39 


52,28 

10,91 

597,22 

1,135,93 

1,889,51 

3,685,85 


(i) Internal 
(//) Government 
treasury bills 
Investments 
Other assets 


42,16 

933,79 

698,59 

347,50 


Money Supply with the Public 


Source : Reserve Bank of India. 

(Rs. crates) 


Week ended 


August 23, July 25 August 1 August 8 August 15 August 22 


1974 


1975 


A. Money Supply with the Public 
Currency with the public 

Other deposits with the Reserve Bank 
Bank money 

B. Factors Affecting Money Supply (1 -f 2-+-3-+-4—5) 
t. Net bank credit to government sector (a-fb) 

(a) Reserve Bank's net credit to govt, sector 

(b) Other banks credit to government sector 
2. Bank credit to commercial sector (a-f-b) 

(a) Reserve bank's credit to commercial sector 

(b) Other banks’ credit to commercial sector 
3. . Net foreign exchange assets of .banking sector 

4. Government’s net currency liabilities to the _ 

public 

5. Nan-monetary liabilities of banking 

sector (a+o+c) 

(a) Time deposits with banks 
(hi Net son-monetary liabilities of R.B.L 
: (e) Residual 

C A ggrtga l t M one tary Resources (A+B 5 (a)] 


11,111 

12,054 

12,045 

12,124 

12,085 

11,980 

6,282 

6,495 

6,463 

6,592 

6,605 

6,484 

38 

69 

75 

62 

59 

57 

4,791 

5,490 

5,507 

5,470 

5,421 

5,439 

9,240 

10.733 

10,873 

10,813 

10,833 

10.691 

6.569 

7.659 

7,660 

7,735 

7,747 

7,597 

2,671 

3,074 

3,213 

3,078 

3,086 

3,094 

9,845 

11.172 

11.040 

11,089 

11,070 

11,162 

584 

613 

576 

558 

561 . 

569 

9,261 

10,559 

10,464 

10,531 

10,509 

10,593 

571 

305 

296 

309 

283 

266 

514 

539 

538 

538 

537 

534 

9,059 

10.695 

10,702 

10,702 

10,638 

10,673 

6,730 

7.738 

7,806 

7,826 

7,846 

7,884 

1,334 

2,027 

2,064 

2,070 

2,088 

2,000 

995 

930 

832 

729 

704 

789 

17,841 

19,792 

19,851 

19,950 

19,931 

19,864 


, \ ■ " s ,ju ■ 1 _ 
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Centre 


1965-66 1970-71 1971-72 1972-73 1973-74 1974-75 


1974 









May 

Dec 

Jan. 

Feb. 

Mar. 

April 

May 

AB-India 

169 

226 

233 

251 

ii 

Oj 

100) 

386 

357 

396 

| 

396 

395 

390 

393 

■ 397 

All-India 

130 

186 

192 

207 

(1960 s: 
250 

100) 

317 

294 

326 

326 

325 

321 

323 

327 

Ahmedabad 

176 

181 

198 

245 

305 

284 

317 

311 

305 

304 

307 

310 

Alwaye 

145 

198 

202 

215 

267 

346 

312 

269 

368 

265 

378 

391 

388 

Asansol 

140 

189 

194 

206 

245 

316 

298 

319 

320 

320 

319 

318 

320 

Bangalore 

144 

186 

194 

212 

265 

318 

292 

330 

335 

340 

336 

336 

345 

Bhavnagar 

132 

186 

194 

217 

273 

327 

306 

342 

345 

340 

333 

329 

334 

Bombay 

130 

182 

190 

203 

233 

289 

269 

298 

298 

300 

301 

303 

308 

Calcutta 

131 

182 

187 

197 

228 

288 

272 

297 

289 

279 

275 

280 

287 

Coimbatore 

132 

163 

177 

189 

218 

309 

269 

329 

34] 

353 

335 

334 

335 

Delhi 

136 

199 

211 

222 

265 

337 

325 

342 

342 

335 

335 

339 

337 

Digboi 

138 

189 

188 

198 

234 

310 

273 

328 

318 

320 

314 

325 

342 

Gwalior 

139 

191 

197 

214 

271 

348 

329 

350 

350 

350 

343 

334 

345 

Howrah 

137 

186 

191 

206 

239 

2^8 

280 

307 

300 

294 

289 

- 286 

291 

Hyderabad 

140 

189 

195 

211 

251 

304 

277 

321 

325 

320 

317 

319 

322 

Jamshedpur 

136 

183 

187 

202 

249 

313 

307 

307 

304 

301 

297 

299 

298 

Madras 

134 

170 

182 

203 

229 

301 

268 

323 

327 

326 

323 

325 

325 

Madurai 

128 

183 

192 

206 

236 

334 

282 

348 

371 

372 

356 

354 

359 

Monghyr 

151 

205 

204 

225 

292 

363 

337 

345 

357 

357 

333 

335 

333 

Mundakayam 

138 

197 

199 

210 

263 

337 

309 

348 

353 

349 

366 

377 

375 

Nagpur 

138 

187 

192 

203 

256 

314 

295 

321 

322 

337 

332 

331 

337 

Saharanpur 

141 

186 

196 

213 

253 

338 

311 

359 

356 

349 

341 

331 

330 

Sholapur 

128 

185 

198 

216 

277 

325 

295 

335 

346 

349 

345 

351 

360 


Source : Labour Bureau, Government of India. 


Consumer Price Index Numbers for Urban Non-manual Employees 


(1960=a: 100) 


Centre 

1965-66 

1970-71 

1971-72 

AU-India 

132 

174 

180 

Bombay 

Delhi- 

132 

168 

172 

New Delhi 

131 

174 

180 

Calcutta 

. 126 

170 

174 

Madras 

Hyderabad- 

133 

175 

188 

Secunderabad 

133 

174 

180 

Bangalore 

Lucknow 

133 

172 

180 

132 

166 

174 

Ahmedabad 

131 

171 

173 

Jaipur 

133 

183 

188 

Patfla 

139 

191 

190 

Srinagar 

134 

184 

191 

Trivandrum 

Cuttack- 

131 

178 

184 

Bhubaneswar 

142 

176 

184 

JBhopal 

133 

180 

188 

fjfesadigarh 

129 

178 

183 

gtitlOQg 

123 

166 

175 


1972-73 1973-74 1974-75 -- 

Mar. Oct. 


192 

221 

270 

238 

282 

.183 

204 

241 

213 

249 

190 

217 

262 

236 

271 

180 

204 

238 

219 

246 

204 

, 231 

291 

250 

204 

195 

223 

270 

237 

278 

194 

228 

272 

246 

279 

185 

215 

265 

235 

275 

188 

222 

271 

233 

281 

205 

244 

208 

266 

327 

199 

229 

286 

259 

311 

200 

215 

262 

. 227 

273 

198 

231 

280 

250 

282 

196 

221 

266 

239 

282 

204 

238 

295 

258 

310 

194 

217 

265 

237 

272 

183 

208 

257 

217 

274 


1975 


Nov. 

Dec. 

Jan. 

Feb. 

Mar. 

283 

282 

280 

278 

277 

250 

248 

246 

241 

242 

269 

268 

269 

268 

268 

246 

244 

239 

239 

241 

308 

313 

. 311 

306 

306 

282 

285 

289 

286 

280 

281 

282 

284 

283 

284 

276 

274 

272 

269 

270 

282 

280 

279 

278 

276 

323 

322 

317 

31$ 

315 

304 

299 

293 

287 

287 

276 

275 

272 

272 

273 

286 

289 

288 

292 

292 

285 

278 

273 

■ 

267 

312 

307 

305 

m 

299 

277 

, 277 

277 

277 

277 

274 

267 

262 

; V m . 
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jNedhetoit : 

, Editor 


Since independence the average level of living in Uttar Pradesh, the most 
populous state of the country, has been on the decline. Whereas this state occupied 
the fifth rank—in standard of living—among the major states of the country, by 
the beginning of the current decade, it had fallen to the fourteenth position. What 
were the reasons for this fall in the economic field? Which were the political, 
social or economic factors responsible for a deterioration in the level of living of 
the people? In this special supplement Eastern Economist has made an attempt 
to analyse the causes which had been responsible for the drop in per capita Gross 
Domestic Product of the state. 

The view that, in general, the people of this state were lethargic was put forward 
mostly by sociologists though it was widely countered by busiviessmen and 
industrialists who put in a good word for the industrial worker. The political factors 
were stated to be equally responsible for the tardy growth of the state, the feeling 
being that in this vast state the chief minister found it very difficult to keep control 
of divergent political forces. It was widely felt that after the late Govind Ballabh 
Pant the state did not have a really effective chief minister though the present 
chief minister, Mr Hemvati Bahuguna, was widely acclaimed as an able adminis¬ 
trator who was pursuing imaginative economic policies with vigour and determina¬ 
tion. 

The vastne^s of the state in itself was said to be a limiting factor. One of the 
welt informed persons told the present writer, half in seriousness and half in jest, 
that no person, however eminent, should be allowed to hold the chief ministership 
of the state if he could not recite at a stretch the names of all the 56 districts of 
this state. Moral: For effective management it will be preferable to split the state 
into a minimum of three states. Even though the States Reorganisation Commission 
in the fifties did not favour its split-up, the course of events during the past two 
and a half decades has amply demonstrated that it would be difficult to ensure 
faster economic growth in the state if it retained its present monolithic size. 

All the prime ministers of India since independence came from Uttar Pradesh. 
This, in itself, did not prove a virtue for the state. The five-year Plans drafted 
by the Planning Commission during the past 2S years clearly demonstrated that on 
per-head-basis the allocation of funds to this state was lower than was the case in 
many other states. It was indeed intriguing that the chief ministers of this state 
found themselves completely ineffective with the Planning Commission where the 
chairman, invariably, was the prime minister hailing from Uttar Pradesh. 

Western UP, undoubtedly, is the most prosperous area of this vast state. The 
level of living in this part is in no way lower than that of the people in the 
adjoining states of Punjab and Haryana. It is the poor performance of the central 
and eastern parts of this state, and also of the hill areas that, on the whole, the state 
is tot able to put up a creditable performance. 

Bundy* powerful reasons stand in the Way of its bifurcation, the most important 
being the biggest contingent of members of parliament in the Lok Sabha. 
The choice has to be made by the people of the state whether they wish faster growth 
of the various portions of the state through fragmentation, as has been the case 
wid* Punjab and Haryana, or they wish to continue to hold supremacy in the Lok 
Babto Whatever the p^ee in economic terms. It is a hard choice but only the 
■ ■ pusfm of the state can' make it.' 

—S. P. Chopra 







study of agricultural pro¬ 
duction in Uttar Pradesb dur¬ 
ing the last 2i decades indicat¬ 
ed that the share of this. state 
in the total output of the coun¬ 
try had steadily declined* 

For example, in 1950-51, 
nearly 20 per cent of the total 
production of foodgrains in 
this country was contributed 
by Uttar Pradesh. By 1973- 
74 its share had dropped to 
about 15 per cent. It was a 
sure indicator of the fact that 
die progress in regard to the 
production of food crops in 
other states such as Punjab, 
Haryana and 'Andhra Pradesh 
had been much faster than was 
the case in Uttar Pradesh. 

The best performance of 
this state was in 1970-71 when 
production of foodgrains rose 
to the peak of 19.59 million 
tonnes. It may be recalled 
that the total production of 
foodgrains in the country in 
dial year was at the all-time 
peak ut 108.42 million tonnes. 
Even in that year, the share of 
Uttar Pradesh was around 18 
per cent of the total produc¬ 
tion in the country. 

fluctuating output 

An analysis of the produc¬ 
tion data of foodgrains in 
Uttar Pradesh disclosed that 
output had fluctuated all these 
years below the peak of 19.59 
sniUion tonnes attained in 
1970-71. The planners had 
fixed the target of 21.2 million 
tonnes for 1975-76; it remain¬ 
ed to be seen if this goal 
would be attained as it was 
dependent upon both the fav¬ 
ourable monsoons and the 
capability of the state to make 
available to the farmers in 
time the much-needed fertili¬ 
sers! improved varieties of 
acads, pesticides, implements 
and others inputs. 

The data relating to the 
production of foodgrains in 
Uttgr Pradesh had been arran¬ 
ged by tke Planning Depart- 

mmm scmomm 


ment according to the yearly 
average for different Plan 
periods (Table I); The objec¬ 
tive of this presentation was 
to bring out the fact that the 
stale had improved its per¬ 
formance in each succeeding 
Plan period. The most impor¬ 
tant point which needed to be 
underlined was that despite 
the steady yearly increase in 
foodgrains production, the 
state was deficient to the ex¬ 
tent of 10 percent. This was 
conceded by Mr Virander 
Varma, the state Agriculture 
minister at a recent seminar 
held in Nainital. He had also 
outlined some of the steps 
which had been taken by the 
government to cover this gap. 
The deficiency in foodgrains 
was partly due to the sharp 
increase in population between 
1950-51 and 1973-74. 

tardy progress 

It means that not one but 
many factors were responsible 
for the tardy progress of the 
state in the field of agriculture. 
In recent years, the supply 
of fertilisers Had been far be¬ 
low the allotment made by the 
centre. For instance, for the 
1974-75 kharif season, as much 
as 172,000 tonnes of fertilisers 
had been alloted to the state 
but the supply had been signi¬ 
ficantly lower at 106,000 ton¬ 
nes only. In fact, the same 
pattern had pmvailed since 
1971-72 i.e., there was always 
a significant gap between the 
allotment made by the centre 
and the actual distribution of 
fertilisers among the farmers. 

It is usual to compare the 
performance of the state with 
the neighbouring states of 
Haryana and Punjab. Un¬ 
doubtedly, UP did not com¬ 
pare favourably with both these 
states. But the fact remains 
that western districts of Uttar 
Pradesh are a continuation of 
the pattern of agriculture in 
Punjab and Haryana and yields 
there are comparable to the 


pmgpgrous neighbouring state., 
R p the poor performance of 
easterh districts of Uttar Pra- 
desh which brings down the 
overall performance of the 
state, 

The draft Plan for 1975-76 
envisaged increasing produc¬ 
tion of high-value crops such 
as wheat, paddy and pulses. 
While considerable success had 
been achieved in the past in 
regard to wheat, the perfor¬ 
mance in regard to pulses had 
been discouraging. Whereas 
the state produced around 
three million tonnes of pulses 
for a number of years, its out¬ 
put had fallen to less than two 
million tonnes in 1973-74. 
Even Plan-wise averages show¬ 
ed a declining trend. During 
the second five-year Plan 
period, the annual production 
of pulses was 3.34 million ton¬ 
nes which dropped to 3.01 mil- 


M-. 

Plan per^; to a 
tonnes in the thmMhtpd 
Plans and to Z82 miltfoa 
tonnes in tbe fourth Plan 
period. Partly it was due to 
tbe diversion of area under 
pulses to area under wheat. 

Independent studies bad 
revealed that if no corrective 
action was taken, the produc¬ 
tion of pulses ip the state was 
likely to fall further in the 
coming years. This view was 
sharply in contrast to the one 
held by the planners who were 
hopeful of raising its produc¬ 
tion to 3.4 million tonnes in 
1975-76. Conceding that both 
area and production of pulses 
were falling, the planners 
pinned the hope oh increase 
in per hectare production 
likely to be brought about “by 
adoption of improved prac¬ 
tices in large areas.’* 


Table I 

Uttar Pradesh : Production of Foodgrains 


Plan period 

Annual average production 
(million tonnes) 

First Plan (1951-52—1955-56) 

12.19 

Second Plan (1956-57—1960-61) 

12.98 

Third Plans (1961-62—1965-66) 

13.58 

Three Annual Plans (1966-67—1968-69) 14.83 

Fourth Plan (1969-70-1973-74) 

17.66 

1975-76 (Target) 

21.20 


Table n 

Uttar Pradesh : Production of Principal Crops 

(Million tonnes) 



1950-51 

1960-61 

1970-71 

1973-74 

Rice 

2.00 

3.15 

3.70 

3.84 

Jowar 

0.65 

0.49 

0.49 

. 0,48 

Bajra 

0.67 

0.42 

0,88 

0.81 

■Maize 

0.65 

0.62 

1.80 

1.10 

Wheat 

2.72 

3.95 

7.69 , 

6.01 

Barley 

1.71 

1.69 

1.43 

1.17 

Total pulses 

3.02 

3.82 

3.07 

1.85 

Total foodgrains 

11.78 

14.49 

19.59 

15.73 

Oilseeds 

0.78 

1.30 

1.83 . 

l 1.56 

Sugarcane 

29.49 

54.52 

54.67 

? «,14 

Potatoes 

0.64 

0.80 

1.49 

1.73 
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rimnpoweiv 

rtw'lUw oftlPnlthi$GOttii- 
tty** indil$tQr is depressingjy 
low, A comarteon of indus* 
tries ia 1970 in both UP and 
tile country «* a whole set out 
in tbe tabic below shows that 
rite number of factories in the 
state was less than seven per 
cent of the total even though 
the productive capital emp¬ 
loyed was a little more than 
10 per cent. The employment 
opportunities, output and 
value added ranged between 
six and eight per cent, empha¬ 
sising the scope for further 
expansion in this field. 

True, the state of Uttar 
Pradesh is deficient in such 
minerals as coal, iron ore, 
manganese, bauxite etc. but it 
is rich in agriculture. Conse¬ 
quently it has such agricultural 
industries as sugar, textiles 
and edible oils which have 
flourished so far. According 
to the annual Survey of Indus¬ 
tries for 1970 conducted by the 
Centra] Statistical Organisa¬ 
tion of the government of 


ing gti aml sagar The fined, 
capita! invented was more than 
Rs 28 crows while working 
capital was a littlfc more titan 
Rs 21 crows* The industry 
em^tey#? nearly 50,000 
workers. Ne*t m importance 
was the textile industry having 
no less than 70 units. 

The glass and glass pro¬ 
ducts industry though having 
88 units was. in financial 
terms, small. The state had 
acquired units dealing with 
metal products, machinery 
both eleotrioal and non-electri¬ 
cal and a smaller number of 
units in diversified branches. 

While the totality of the 
industrial structure of the 
state had not kept pace with 
the general growth of the 
industry in the country it had 
made significant progress in 
certain directions. Special 
mention needs to be made of 
such plants as the fertilizer 
factory in Kanpur set up by 


CoT|K>ratiott tit India at 
Rteaukoot by Rirlas, the Tyre 
Rant at Modlpuram by the 
Modi group, the Rayon grade 
pulp factory at Bareilley, 
synthetic rubber factory at 
Bareilley and the TV receiving 
sets manufacture at Kanpur 
by the J.K. group. At Ghazia- 
bad Swadeshi Polytex has 
come up as a big unit in 
man-made fibres. At Modi- 
nagar also a plant to manufac¬ 
ture nylon was set up some¬ 
time back. Besides these big 
units in the private sector, the 
public sector also has set up 


some large sized industrial 
units in the state. Among 
these, mention needs to be 
made of Bharat Heavy Electri¬ 
cals Ltd at Hardwar, the 
Indian Drugs and Pharmaceu¬ 
ticals Units at Rishikesh, a 
Diesel Locomotive Factory at 
Varanasi and Fertilizers fac¬ 
tory at Gorakhpur, the Triveni 
Structural, Nairn, Allahabad 
and the Freeze Meat Plant at 
Tundla. 

Uttar Pradesh has also set 
up a procclain factory at 
Lucknow and two cement fac¬ 
tories, one at Churk and the 
other at Dalla. 


India and Uttar Pradesh 

(A comparison of industries in 1970) 


Factories reporting 
(Number) 

Productive capital 
(Rs lakhs) 

Employment (Number) 
Output (Rs lakhs) 

Value added (Rs lakhs) 




DO YOU Knom ? 


India 

UP 

% share 

13,280 

86S 

6.51 

1,110,572 

112,820 

10.16 

4,256,623 

316,659 

7.44 

1,139,939 

85,126 

7.47 

287,821 

18,790 

6.53 
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Question. What is the reason 
for the fall in the average stan¬ 
dard of living of people in UP 
since independence? 

Answer. I think the reasons 
for the drop in the level of 
living of the people in Uttar 
Pradesh arc economic. What 
is more there has not been 
any political stability in the 
state for some period. In re¬ 
gard to industry, the state has 
not enjoyed the same climate 
which prevailed in Maharash¬ 
tra where an effort was made 
by the state government to 
accelerate the establishment 
of new industrial units by 
providing all types of facili¬ 
ties. 

Q . In Uttar Pradesh , you 
had a Congress government 
almost in every year since in¬ 
dependence (except for a brief 
interlude when the Samyukta 
Vidhayak Dal ruled the state ). 
How do you say that the state 
did not enjoy political stabi- 
lityl 

A. What I mean is that in 
UP the industrial sector has 
been neglected. In the earlier 
period the chief ministers 
were not very keen about the 
industrialisation of the state. 
They were * more inclined to¬ 
wards agriculture as the state 
was predominantly agricul¬ 
tural. Efforts were concen¬ 
trated in agricultural pursuits 
by and large. 

Q. Do you mean to say 
that all these chief ministers 
were not bold enough to plan 
the industrialisation of the 
state in an ambitious manner ? 

A. As I said earlier it was 
not the question of boldness 
but of priorities. The earlier 
chief ministers gave main 
priority to agriculture. Only 
for the last few years them 
has been a change in the 
thinking and now the state 
seems to hasten the industria¬ 
lisation bc$h for the smaller 
scale and large scale sectors, 

Q. Since independence 

EASTERN ECONOMIST 


A victim of neglect 


An interviow with Mr K, N. Modi 


each prime minister of the 
country came from the state 
of Uttar Pradesh . How is it 
that this factor has not in any 
way helped the state in has¬ 
tening the pace of industrialisa¬ 
tion and also in improving the 
standard of living of the 
people ? 

A. Now the secretariat 
and its bureaucrats have been 
persuaded to change their 
outlook and accelerate the 
industrialisation in the state. 
It does not meam that the ag¬ 
riculture is being neglected 
but only there is some shift¬ 
ing in the priority. It is un¬ 
fortunate that in spite of the 
fact that all the prime minis¬ 
ters were from the state, the 
industrialisation in UP had 
been at a much lower key 
compared to other states. 


Let me give you the ex¬ 
amples of few industries which 
are operating in the state. 
Take the case of the sugar in¬ 
dustry. This industry origina¬ 
ted in the state of Uttar 
Pradesh. Both Uttar Pradesh 
and Bihar can produce bet¬ 
ween 14 to 16 lakhs of tonnes 
of sugar every year. The 
total production of sugar 
in the country is esti¬ 
mated to be about 48 lakh 
tonnes this year. 

The plight of the sugar 
industry in Uttar* Pradesh 
and Bihar can be demo¬ 
nstrated by saying that 
each unit of moderate size 
would be losing this year eq¬ 
uivalent to Rs 25 to 30 lakhs. 
In previons years also, the 
sugar industry in Uttar Pra¬ 
desh had not done well finan¬ 
cially. 


As against the price of 
Rs 10 per quintal, the sugar 
mills in Uttar Pradesh have 
been forced to pay up to Rs 14 
a quintal. The directive to 
pay a higher price wr sugar¬ 
cane is not a written directive. 
This is a verbal instruction 


meant to be carried out by 
the sugar mills. 

While fixing the price of 
the raw material, the indus¬ 
try is also assured that it 
will be allowed to have 
a reasonable return on capi¬ 
tal employed, i.e. between 15 
and 16 per cent on capital 
employed in each unit. A 
direct result of the enhanced 
price of sugarcane is the in¬ 
ability of the sugar mills to 
pay for the cane purchased 
by them. Consequently, the 
arrears go up. Currently it is 
estimated that the mills owe 
as much as 25 to 30 crores of 
rupees to the sugarcane 
growers in respect of the cane 
which has already been pur¬ 
chased. 

Even we (i.c. the Modi 
Group) have lost between 
Rs 25 and 30 lakhs in the case 


of our sugar factory. jWe may 
be able to survive because of 
our other interests, that is, 
other profitable concerns 
might be able to subsidise the 
loss of the sugar factory. How¬ 
ever, both in Uttar Pradesh 
and Bihar, out of the 80 sugar 
factories, a majority of them 
are held by people who hhve 
no other industrial interests. 
It means that they have to 
undergo heavy losses because 
they have no other resources 
to fall back upon, their plight 
is beyond description. 

The state, it is asserted, 
has already recommended 
to the centre to go to 
the rescue of the sugar 
mills. The state has also 
suggested that the export of 
sugar should be increased. 

The price of free market 
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Year 

Unit 

India 

U.P. 

1: population 

1971 

Millions 

548 

88 

2. Area 

M 

Thousands 1 





of Sq/Kmi 

3.280 

294 

3. Density per Sq. Km. 

f 9 

Number 

184 

300 

4. Percentage of rural papula 

V • 

Percentage 

90 09 

85 98 

tlon to total population- 





5. Percentage of workers to 

9 • 

Percentage 

32 92 

30 94 

total population. 





6. Number of villages 

• » , 

Thousands 

576 

113 

7. Villages with population : 





(a) Less than 200 


e 9 

150 

27 

<b). Between 200 A 499 

1 V 


169 

35 

(c) Between 500 & 999 

f % 


133 

28 

(4) Between 1000-1,999 

M * 

t* 

82 

16 

(e) Between 2000-4,999 



36 

5 

(f) 5,000-9,999 

»» 

*» 

5 

05 

(g) 10,000 and above 

»» 

Numbers 

1,358 

58 

8. Districts 

* t 

1 

356 

54 

9. Towns 

» » 

f • 

3,119 

325 

10. Vlllagei 

»♦ 

Thousands 

629 

125 

11. GdOuign 

M 

Thousands 

78,177 

13,698 

12. Agrkalltiirai labourers 

M 

*» 

47,489 

5,454 

13. *it 4r|U 

♦ » 

»* 

125,666 

21,132 
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sugar in tbe country is deter¬ 
mined to the manner in which 
sugar releases art made. The 

f overament can assist the in- 
ustry by making these re¬ 
leases in such a manner that 
there is no sharp decline in 
prices. If the government 
does not want to raise the 
price of levy sugar which is 
meant for the weaker and 
vulnerable sections of society, 
then it must take steps where¬ 
by the non-levy sugar at least 
is sold at a price which not 
only covers the loss incurred 
on levy sugar but in overall 
terms throws up a reasonable 
surplus for the sugar mill., 

The fate of the sugar 
mills owned by cooperatives 
or controlled by the govern¬ 
ment is in no way diffe¬ 
rent. Their financial situa¬ 
tion is as bad as that of 
the factories in the private 
sector. So it is clear that the 
present difficult position of 
the sugar mills is not due to 
any leakages or any other 


malpractices. 

Then there is also a debate 
going on in the circles which 
matter, if the sugar industry 
should be allowed to remain 
in Uttar Pradesh and Bihar or 
it should be transferred from 
these states to certain other 
states whose performance in 
recent years has been much 
better. There is a view that 
the sugar industry should be 
encouraged henceforth in 
Maharashtra, and other sout¬ 
hern itates only. Because of 
this, we fear, no attention is 
being paid to the plight of the 
sugar mills in northern India. 
There arc certain factors which 
have operated in favour of 
the southern states. For ex¬ 
ample, they are not asked to 
piy a price for sugarcane 
which is higher than that 
fixed by the centre. Second, 
these stales have the benefit 
of a longer sugar season whic'i 
is dented to the northern 
factories because of climatic 
conditions. 


In north Indian states 
sugarcane price used to be 
reduced after March because 
the yield from cane got re¬ 
duced due to its drying 
up. Now the position is diffe¬ 
rent. The sugar mills are 
forced to pay the same price 
even if the recovery is very 
much less. Even though the 
recovery has ranged between 
five and seven per cent as 
compared with the normal re¬ 
covery of 10 per cent, the 
price of cane is kept at the 
same level. How can this in¬ 
dustry cope with such a 
situation? This is the fate of 
the premier industry in the 
state of Uttar Pradesh. 

Let us turn to textiles. This 
industry is mostly located in 
Kanpur though some units 
are scattered in other dis¬ 
tricts of the state as well. 
For the last three years this 
industry has suffered beause 
of the prolonged cuts in the 
supply of power. 


On the one hand the machi¬ 
nery cannot be fully utilizeid 
because of the shortage of 
power while on the other the 
industry cannot lay-off the 
workers and has to bear the 
ftill load of their wages. 
Surely, the workers are also 
dissatisfied as they do not get 
full wages. Factories cannot 
meet their overhead expenses 
if they are not able to utilize 
their full capacity. Consequen¬ 
tly most of the cotton textile 
mills have become sick. 

Let us not forget that 
the cotton textile indus¬ 
try is a labour-intensive 
industry. This industry in 
the state has been pro¬ 
ducing mostly coarse and 
medium quality doth. Un¬ 
fortunately, the government 
of India fixed the prices for 
coarse and medium cloth in 
1967-68 which were not re¬ 
munerative to the producing 
units. So the industry has to 
suffer a loss of about one 
rupee on every metre of con- 
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SERVING AGRICULTURE THROUGH COOPERATION 

IFFCO is Asia's first and the largest fertiliser producing unit in the Cooperative Sector, with an authorised capital 
of Rs. 100‘Crores. 

IFFCO is jointly owned by 20 million farmers in ten States, through 25,000 member cooperatives ranging from National 

Federations to Village Societies, These together have contributed over Rs. 10 Crores to the Share Capital of the 
Society, the Government of India having contributed another Rs. 18 Crores. The rest of the Capital require¬ 
ments of the Project have been met by loans from Indian and foreign sources. 

IFFCO is managed by a representative elected General Body comprising 430 delegates, a Board of Directors and an Exe¬ 
cutive Committee. 

IFFCO's present manufacturing plants are located at Kalol and Kandla in Gujarat. The Kalol Plant has a rated capacity 
of 4,00,000 tonnes of Urea and the Kandla Plant about an equal quantity of three grades of concentrated NPK 
fertilisers. 

IFFCO is also setting up a new 5,00,000 tonnes Urea Plant at Phulpur : Allahabad which is likely to come into operation 

by 1977. The capacity of its NPK Plant at Kandla is also being increased to 8,00,000 tonnes per annum by the 
end of fifth plan. 

IFFCO’s entire production is marketed only through cooperatives, each Stale getting the product in proportion to its share¬ 
holding. 

IFFCO’s fertilisers are designed to provide balanced fertilisation. Its range of products therefore covers the widest variety 
of agricultural requirements. 

IFFCO has a field force of about 200 highly trained Agricultural Graduates. They not only educate the farmers in the 
optimum use of balanced fertilisers but also in improved agricultural technology and cooperative ideology. 

IFFCO the pride venture of Cooperative Sector, thus serves agriculture through cooperation . 
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through industries but through However, it is possible to 

improve these areas provided 


trolled cloth produced by it. 
This is the state of affairs 
in the second largest organis¬ 
ed industry in the state. 

Let us take the mini-steel 
plants. Not long ago govern¬ 
ment had said that this coun¬ 
try needed a minimum of 
1000 [mini-steel plants. In 
Uttar Pradesh between 30 to 
35 mini-steel plants were set 
up. For the last two years 
electricity supply to these 
units has been unsatis¬ 
factory. For months to¬ 
gether no electricity has been 
provided to these units. How 
can an industry be run in 
these circumstances? Surely, 
some change in attitude is 
required if the state is keen 
on industrialising itself. 

True, agriculture cannot be 
neglected, but we must try to 
get the maximum out of the in¬ 
vestments which have already 
been made in industy. Why 
not streamline the functioning 
of the state electricity board? 
Why not take a representa¬ 
tive of the industry in the 
governing body of this board? 
Then and then alone the 
members of the board will re¬ 
alize the difficult situation in 
which the industries in the 
state are forced to operate. 

Q. Some sociologists are 
of the view that the present 
plight of Uttar Predesn is 
mostly due to the environment 
Which exists . It means that 
the climatic conditions in the 
state do not Jet the people 
work in the same energetic and 
feverish manner as the people 
operating in the neighbouring 
states of Punjab and Haryana. 
What is your view in regard 
fp this assertion of the 
sociologists ? 

A. ?:I entirely disagree 
jiHOL' ihit view of the sociolo¬ 
gists. It it true that prosperity 
inPiuyab H&iyaua is not 


the prosperous agriculture. 

Let us not forget that wes¬ 
tern Uttar Pradesh, because 
of good agriculture, is as pro¬ 
sperous as Punjab and Har¬ 
yana since the water facilities 
are available in western Uttar 
Pradesh also. But when you 
take an overall view of the 
gigantic state where eastern 
parts are highly deficient 
in the water resources the 
picture changes entirety. 
How can you expect the eas¬ 
tern districts, which do not 
have the irrigation facilities 
available to them on the same 
scale as to the western dis¬ 
tricts (as well to Punjab and 
Haryana) to be able to give 
a good account of its perfor¬ 
mance. 

If the state of Uttar Pra¬ 
desh was inhabited by lazy 
people, then it would not have 
been able to produce the 
most alert and the most ener¬ 
getic prime minister, that is 
Mrs Indira Gandhi. The peo¬ 
ple in Uttar Pradesh are as 
intelligent and as hard-work¬ 
ing as the people anywhere in 
this country. They can certain¬ 
ly show improved results if 
they are given the necessary 
facilities both in agriculture 
and industry. 

Q . According to the Plan¬ 
ning Commission half of the 
population of of Uttar Pradesh 
lives,in backward areas . How 
do you think ’ the level of 
living of the people in these 
areas can be speedily and 
effectively improved . Do you 
think special schemes need to be 
devised for improving the lot 
of these people ? Will the 
schemes devised by the Planning 
Commission for the uplift of 
the people in these backward 
areas have any significant 
impact ? 

A. Not the way these 
schemes are being organised. v 

viii 


the central government as 
well as the state government 
join hands in providing funds 
and facilities. Take the case 
of the scheme devised by the 
banks as “Lead Banks*'. On 
the same lines if they allocate 
each backward distrit to a 
particular industrial house and 
then all possible facilities are 
provided without any ifs and 
buts, then there is possibility 
of improving the fate of the 
people in that backward re¬ 
gion. Certainly the industria¬ 
lists will go over to these 
areas for establishing new 
industries. 

If the government does 
not have sufficient funds 
to develop these backward 
areas, it can ask the larger 
business houses to develop one 
backward district at a time. 
Mere allocation will not do; 
other incentives will have to be 
provided. The difficulty lies 
in regard to infrastructure 
which is not available in these 
areas. The small entrepreneur 
does not have any resources 


to be able to operate ta ft 
backward region. There is no 
doubt that the coftcesslons 
provided by the government* 
are attractive enough but the ' 
process of development can 
be hastened if the larger busi¬ 
ness houses are asked to lend 
a helping hand. 

Q. Do you think these 
incentives are sufficient ? 

The means of communica¬ 
tion are very vital for reaching 
a factory in the interior. It 
is easy to go to Hyderabad'and 
set up a plant there because 
within two hours you can 
reach there by air but areas 
like Balia even though within 
the state of Uttar Pradesh are 
hard to reach. If the Govern¬ 
ment is keen to set up 
industrial units in these back¬ 
ward areas, air services will 
have to be provided though 
they would have to be run at 
a loss and the government 
will be called upon to provide 
a subsidy. 

The entreprencar is not 
prepared to waste valuable 
time while moving from 
one place to another. If these 


Chamber of Commerce and Industry. U.P. 

The Chamber of Commerce amt Industry, UP, Meerut, founded 
by the late N. N. Mohan, Padmasri, a well-known industrialist, ten 
years ago and inaugurated by the then chief ndainter of U.P., the late 
Sucheta Kripiani, hi today one of the prominent chambers of the country, 
having the largest membership. 

The Chamber has a very efficient set-up of Its office In the, head of 
Meerut city. Regular bulletins and circulars are issued to all the mem¬ 
bers to give them up to date information. 

The government has already Included the r ep r ese nt a t ives of tide 
chamber on various Important advisory bodies of different d epar t ments 
such as Posts and Telegraphs, Railways* Income Teg and Balm Tag 
where they have a strong say about ths problems feeing the Mmtvfea. 

The present Director of Industries* Mr G. N. Mehta, IA.Cfdtf ft 
vfstt to the Chamber recently and various problems ware pot b efor e 1dm. 
Consequently several I m p rov e me n ts hud been recently made la thedOe* 
trHwtkm of raw materials. * 
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«teps are taken, there is cer¬ 
tainly a possibility of develop¬ 
ing these backward areas. 

I must state here that the 
three financial corporations 
run by die state, namely the 
Pradeshiya Industrial and 
Investment Corporation of 
U.P. Ltd., the U.P. Financial 
Corporation and the U.P, 
State Industrial Development 
Corporation have done a re¬ 
markably good work in financ¬ 
ing new ventures. 

1 think that these cor¬ 
porations have been pro¬ 
cessing all applications 
received from small scale or 
medium scale entrepreneurs in 
record time. The corporations 
have not only been sanctioning 
the loans but they have a good 
record of disbursement and 


providing assistance to all the 
units whenever new problems 
crop up. They provide sheds 
as well as credit. 

A new electronic corpora¬ 
tion has come into being in the 
state which is making schemes 
for small scale entrepreneurs. 
In selected cases, these corpo¬ 
rations will join hands with 
entrepreneurs who do not 
have sufficient resources of 
their own. 

The UP government should 
give a categorical assurance 
that power will be sup¬ 
plied to new units (there 
may be cuts from time to time 
according to the exigencies of 
the situation). It is sad that 
in some cases sanction of the 
plant has been given but for 


nearly a year, no power con¬ 
nection has been provided 
which means idle capital 
investment. 

Q, On per-head basis, the 
provision for planned expendi¬ 
ture in all the five-year Plans 
was far lower in UP than in 
other states. How is it that' 
no one bothered about this 
meagre allocation of funds to 
UP for its economic develop¬ 
ment ? 

A. May be, the prime 
ministers felt hesitant to 
allocate adequate funds. 
In a way, this is a political 
matter about which indus¬ 
trialists have very little to say. 

Q. Is there any shortage of 
entrepreneurs in the state ? 


A. I do not think so. It 
is climate for^nvestment which 
has not improved. As stated 
earlier, the sugar industry has 
fared very badly and it has 
been gradually going down. 

We had in this state the 
edible oil industry. All the 
mustard which was grown in 
the state was crushed and oil 
sold in West Bengal and other 
states. But the change in the 
sales tax policy hurt this 
industry very badly. Because 
of the incidence of heavy sales 
tax in Uttar Pradesh it was 
profitable to export the seeds 
and crush them in other 
states ; that is why, such an 
important industry engaged in 
crushing seeds became terribly 
weak during the past three 
decades. 


P for Pantnagar 

A Special Correspondent 


Fifteen years ago the G.B. 
Pant University of Agriculture 
and Technology was set up in 
the Tarai region of Uttar 
Pradesh. It was the first agri¬ 
cultural university in this 
country which had complete 
integration of teaching, re¬ 
search and extension, and 
service-oriented approach. It 
had also a large farm of 5,000 
hectares which was used for 
the production of high quality 
seeds. 

Realising the importance 
of seeds in hastening the 
advent of agricultural revolu¬ 
tion in this country, the uni¬ 
versity took upon itself the 
challenging task of producing 
quality seeds on an extensive 
scale. Dr Sterling Wortman, 
Director, Agricultural Scien¬ 
ces, the Rockefeller Founa- 
tion, said after having a close 
look at the university that 
it was "the single most 
important factor in the rapid 
economic development of Uttar 
Pradesh.*' 

Main Function 

The main fraction of the 
Govind Ballabh Pant Univer¬ 
sity of Agriculture and 
Technology are: 

(a) To maintain the breeder 


seed of all important varieties 
developed at this univer¬ 
sity or elsewhere. Nucleus 
seed is produced every year 
by the breeder himself. This 
nucleus seed is used annually 
for production of foundation 
seed for making the production 
requirement of Tarai Develop¬ 
ment Corporation. It is also 
supplied to other seed produc¬ 
ing agencies; 

Foundation Seed 

(b) To produce foundation 
seed of high yielding varieties 
of wheat, paddy, maize, soya¬ 
bean, potato, pearl millet, 
pulses and other miscellaneous 
crops. The foundation seed 
is produced on the farm of 
this university under the direct 
supervision of the scientists of 
the university. This founda¬ 
tion seed is supplied to Tarai 
Development Corporation eve¬ 
ry year for production of 
certified seed as well as to 
other seed producing agenceis; 

(c) To produce high quality 
certified seeds on its 
own farm as well as on the 
farmers' Adds in the Tarai 
Seed Development Protect area 
in \ cooperation with Tarai 
Development Corporation 


which was initiated, developed 
and is being run with the tech¬ 
nical guidance of the univer¬ 
sity. The university has es¬ 
tablished a cell for providing 
necessary guidance to the seed 
producers and is responsible for 
inspection of their plots and 
the quality control in the 
field as well as during pro¬ 
cessing of the seed. Until 
1969 the university was direct¬ 
ly handling the production 
and marketing of seeds. With 
effect from 1970 season this 
work was entrusted to Tarai 
Development Corporation; 

Tasting Laboratory 

(d) To maintain seed qua¬ 
lity through its Seed Testing 
Laboratory. This laboratory 
is notified under the Seeds 
Act and germination, purity 
and other tests are conducted 
on approximately L0,000 samp¬ 
les each year. The university 
has provided in the under¬ 
graduate curriculum a special 
selective programme in Seed 
Production Technology to 
train graduates in seed pro¬ 
duction technology. Post¬ 
graduate students in the 
Departments of Plant Patho¬ 
logy, Agronomy and Plant 
Breeding, can specialise in 


Seed Production Techno¬ 
logy; 

(e) To provide training in 
seed production technology 
covering theoretical as well 
as practical aspects of seed 
production; for non-univer¬ 
sity persons involved in seed 
production; 

(f) To prepare plans of 
on-farm development activities, 
with estimated quantities and 
costs, on behalf on TDC 
share-holders; 

(g) To provide technical 
personnel both to financing 
banks for proper evaluation of 
loan applications as well as 
to other agencies involved in 
the corporation’s activities. 

Restricted Production 

Between 1960 and 1966 the 
seed production programme 
of the university was restricted 
to its own farm. However, as 
the demand for quality seeds 
grew, the university sought 
the cooperation of progressive 
farmers in the Tarai area. In 
1966 the university prepared a 
project report with the assis¬ 
tance of the FAO and the 
World Bank Cooperative Pro¬ 
gramme. This project was 
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approved by the World Bank 
in May 1969 with a loan of 
US * 13 million. 

The Tarai Development 
Corporation Limited was set 
up with the following objec¬ 
tives in view : 

(a) Selection of growers 
from Project participants and 
the completion of contracts 
with them for production of 
seed; 

(b) Arrangements for the 
foundation seed and its distri¬ 
bution to the seed growers, 
field inspection of seed crops 
and provision of skilled 
services for supervision of 
operations such as thorough 
roguing and removal of off- 
type plants, proper detasseling 
and similar other quality 
control aspects in the seed 
crops in the field and labora¬ 
tory; 

(c) Installation, manage¬ 
ment and operation of seed 
processing plants and rela¬ 
ted storage facilities for the 
raw as well as processed seed; 

(d) Marketing of processed 
seed; 

(e) Tendering and purchase 


of farm machinery items 
procured in bulk for project 
participants and for other bulk 
purchases and also distribution 
of these farm machinery items 
as well as other current inputs, 
if necessary; 

(f) Arrangeement of short 
term and other finance for 
various activities of the seed 
project; 

(g) Cooperation with the 
financing banks for collecting 
repayments of loans and 
credits issued under the project 
against proceeds from sales of 
certified seeds; 

(h) Execution of soil and 
topographic surveys and pre¬ 
paration of farm plans and 
farm development works on 
farms of seed producers in¬ 
cluding land levelling, cons¬ 
truction of tube-wells and 
irrigation system and drain¬ 
age; 

(i) Arrangement and coor¬ 
dination of sinking of tube- 
wells/artesian wells. This work 
was done with the cooperation 
of Exploratory Tubewells 
Organisation, now Central 
Ground Water Board; 

(j) Arrangements for land 


levelling contracts for firm 
development on the holdings 
of the shareholders. This 
work was. done with the coope¬ 
ration of land levelling con¬ 
tractors including GBP UAT 
and under the technical gui¬ 
dance from this university; 

(k) Extension of electric 
power distribution systems. 
This work was done through 
the UP State Electricity Board; 

(l) Credit and technical 
assistance for the above pur¬ 
poses. The State Bank of 
India and the United Commer¬ 
cial Bank have opened several 
branches in the Tarai Seeds 
Development Project area for 
providing credit facilities for 
various operations under the 
Tarai Seeds Development Pro¬ 
ject. These banks also main¬ 
tain technical cells for appraisal 
of loan applications both for 
short term and long term 
finances. 

The progress of the corpo¬ 
ration has been creditable in 
the sense that production of 
processed seeds which was 
a little less than 10,000 tonnes 
in 1968-69, rose to more than 


22,000 tonnes in 1973-74. The 
targets for 1974-75 and 1975- 
76 were 33,000 tonnes and 
37,500 tonnes respectively. In 
the schemes drawn up for the 
production of quality seeds, 
wheat occupied the first posi¬ 
tion followed by maize, millets, 
soyabean and paddy. In fact 
it was the pioneering work in 
the UP Agriculture University 
which brought about a revolu¬ 
tionary change in yield for the 
wheat crop. Between 1965-66 
and 1967-68 the yield per acre 
of wheat in farms operale^ by 
the university multiplied more 
than four times. Inciden¬ 
tally it may be stated that this 
was the period when the 
agricultural revolution in 
wheat had been widely publi¬ 
cized all over the country. 

The university played a 
dynamic role in popularising 
the new varieties of seeds and 
the Tarai Development Corpo¬ 
ration also made a significant 
contribution in making avail¬ 
able the much sought-after 
seeds. 

The Tarai area is a fertile 
belt of land lying between the 
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foothills of the Himalayas and 
the open plains of Uttar 
Pradesh. The area is well 
served by metalled roads and 
railway lines. The availability 
of infrastructural facilities was 
no doubt a positive factor but 
the enterprising quality of the 
farmers in the Terai area was 
a no mean factor. The farms 
in this area were largely mecha¬ 
nised and the farmers were 
enlightened persons who, in 
addition to mechanisation of 
land, opted for the use of the 
best quality seeds and other 
inputs. Moreover, studies in 
the university had indicated 
that the Tarai area was highly 
suitable for a seed develop¬ 
ment project. Before even the 
corporation was set up, the 
university itself had become 
a major influence on the far¬ 
ming community of the area. 

The university had developed 
new strains of high-yielding 
varieties, improved cultural 
practices and production us 


The UP State Agro-Industrial 
Corpora* ion is a public sector 
enterprise whose shareholders 
are the government of India 
and the government of Uttar 
Pradesh. Originally the corpo¬ 
ration had a total capital of 
Rs 5 crores contributed in 
equal shares by both the share¬ 
holders. Soon it was found to 
be inadequate for the tasks 
assigned to the corporation. 
Now a provision has been 
made to increase the capital to 
Rs 8.05 crores and both the 
shareholders have agreed to 
assist in this regard. While 
the state government has 
agreed to provide Rs 15 
lakhs additional, another sum 
of Rs 20 lakhs is expected 
shortly. The centre has also 
agreed to contribute Rs 35 
lakhs within the current finan¬ 
cial year. 

The corporation deals in 
the assembly of tractors, in 
the manufacture of agricultural 
implements, custom service, 

Mr Knuiti Kumar is the Chairman 
ofU.P* State Agro-Industrial Cor¬ 
poration Limited. 


well as distribution of high 
quality seeds. 

It may be stated here that 
the production of quality seeds 
is possible only when all the 
necessary inputs are made 
available and all development 
works for intensive crop pro¬ 
duction are carried out on 
farmers* fields. The corpo¬ 
ration assisted the farmers in 
the provision of all the major 
facilities such as development 
of irrigation, electrification, 
adequate availability of ferti¬ 
lisers, credit facilities, etc. 

The corporation from the 
very start laid stress on the 
compact area project. First of 
all it developed a small area 
centring round the university 
farm so that it was compact 
enough to provide for efficient 
control but it was large enough 
to keep 60,000 tonnes of seed 
processing capacity operating 
economically. Even though 
the area covered by the corpo¬ 
ration is 60 miles long and 25 


miles wide, yet the bulk of 
the seed production is con¬ 
centrated in the central portion 
nearly all of it within 20 miles 
of a processing plant. Custom 
services can be supplied 
cheaply in a compact area. 
The corporation has establi¬ 
shed custom service agencies 
to extend such facilities to seed 
growers. It also helps in 
keeping the supervisory staff 
to the minimum. The total 
number of persons required in 
a compact area is between 30 
and 40 per cent of that 
required in a scattered area. 

The corporation takes care 
to ensure strict quality con¬ 
trol of seeds processed by it. 
Right from the sowing time 
till the last stage of processing 
a very strong administrative 
control is exercised. It is 
because of this emphasis on 
quality control that the seeds 
provided by the corporation 
are highly prized by the 
farmers. A dedicated team of 
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distribution of fertilizers, 
manufacture of cattlefeed, pre¬ 
paration of juices, syrups, 
squashes, jellies and jams from 
fresh fruits obtained from the 
Himalayan hills of the state. 
It also prepares mango juice 
and mango slices from well 
known varieties of mangoes 
grown in the state. Also it 
deals in tinned green peas, 
soybean, apple sauce and 
spices. 


One of its factories is 
located at Nainital while the 
other two are at Farrukhabad 
and Jhansi. The enterprise 
is planning to set up a fruit 
and squash factory at Almora 
and another at Khalilabad. 

The turnover of the enter¬ 
prise has grown at a steady 
pace in recent years. In 1969 
the value of turnover stood at 
Rs 5,5 crores. During 1974-75 
it was estimated to have a 
turnover of neatly Rs 25 crores. 
The corporation has not only 
earned handsome profits but 
has also paid good dividends 


to the shareholders, liberal 
bonus to the employees and 
also made sizeable contri¬ 
bution to the exchequer in the 
shape of income tax and sales 
tax. 

So far the corporation has 
assembled 6,000 tractors, 
which have been sold all over 
the country. The manufacture 
of agricultural implements has 
also been extended and sold in 
markets spread all over the 
country. 

The corporation has done 
considerable groundwork in 
order to make the farmers in 
the state productivity-consci¬ 
ous. Surely the old habits of 
the farmers stood in the way 
but persistent efforts of the 
workers of the corporation 
brought the farmers round and 
increasing numbers took to 
modern agricultural practices. 

With the growing size of 
the corporation it encountered 
insurmountable problems in 
administration. Soon it was 
discovered that without the 
use of robust measures to 
streamline the operations of 


xi 


workers in the Pantnagar 
University and the Tarai 
Development Corporation 
Limited have brought about a 
revolutionary change in this 
area. Dr D P Singh, currently 
Chairman of the Seeds Corpo¬ 
ration of India and also of 
Tarai Development Corpo¬ 
ration Limited has, through 
efforts extending over fifteen 
years, been able to bring about 
a revolutionary change in this 
part of the country Both in 
the Tarai Development Corpo¬ 
ration and the. UP Agri¬ 
culture University he was 
successful in not only getting 
the support of the teachers 
and workers at various levels 
but was able to infuse con¬ 
fidence in the profitability of 
the project. He showed rare 
administrative ability coupled 
with managerial-skill with the 
result that Pantnagar has 
become a beacon of light not 
only for the state of Uttar 
Pradesh but also for the whole 
country. 


the corporation it would be 
impossible to run it on a pro¬ 
fitable basis. Consequently its 
reorganisation was undertaken 
and the organisation was put 
on a sound footing. Gone were 
the days of departmental 
clashes which tended to retard 
the working of the enterprise. 


A scheme of coordinated 
action was evolved. Ultimately 
it was changed into a well- 
knit integrated organisation 
dealing in vastly diversified 
activities but working with 
determination to face the most 
difficult problems. The chan¬ 
nels of communications at 
various levels were streamlined 
and the managerial skills were 
sharpened. A reporting system 
from top to bottom was evol¬ 
ved so as to accetcratc the 
machinery for quick decisions. 

Even though the corpo¬ 
ration had been in existence 
for nearly seven years, n 
service rules for either ' 
employees or the officers / 
been set down. Naturally 
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caused a lot of resentment 
among the various cadres. 
Now service rules have been 
forwarded to the Bureau of 
Public Enterprises. As soon 
as the approval of the Bureau 
is received, the rules will come 
into operation. 

Manpower planning invol¬ 
ved selecting the right man for 
the right job. For this purpose 
the growth potentialities of 
each division were carefully 
set down. The plan was drawn 
up to forecast the possible 
growth of each division along 
with the manpower needed for 
it. The plans were kept 
flexible so that they could be 
changed according to the chan¬ 
ging circumstances. In order 
to impart a sense of parti¬ 


cipation to the workers the 
top management had adopted 
enlightened methods. The 
corporation saw to it that 
views were freely exchanged 
between workers at various 
levels so as to increase pro¬ 
duction. The barriers between 
the management and the 
workers were removed with the 
result that a sense of belonging 
had developed among the 
workers. 

An elaborate plan for 
marketing of the products of 
the corporation had been 
evolved. For example, the 
fertilizer division had opened 
sale points to cover even those 
villages which had so far been 
ignored. It was known that 
)he private dealers used to sell 


AGRO fertilizers at a pre¬ 
mium, thus causing hardship 
to the farmers. This extra 
burden on the farmers had been 
removed by the opening of new 
sale points. This also applies 
to other divisions covering the 
sale of farm implements, food 
products, spices, etc. 

The corporatian is plan¬ 
ning to set up new projects in 
the next few years. The list 
includes the following : 

(1) Installation, servicing 
and repair of the pump-sets in 
13 districts of UP ; 

(2) Edible oil unit for 
large-scale operations though 
the exact location has not 
been finalised ; 


(3) A dal mill is also 
being planned ; 

(4) Technical know-how 
for gobar gas plant had been 
mastered and soon such plants 
will be set up in a number of 
places in the state. 

In order to tone up the 
working of the corporation 
efforts are being made to root 
out corruption as well as 
lethargy. In 1974-75, 14 

employees were suspended 
while 22 were reverted to their 
parent departments. Services 
of five were terminated while 
show-cause notices were served 
on six employees. Vigilance is 
being kept at all levels so as 
to make the business opera¬ 
tions of the corporation at 
once efficient and profitable. 
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Uttar Pradesh is the most 
populous state of the country. 
Yet it is one of the most back¬ 
ward states also. Power is a 
major determinant of econo¬ 
mic growth and a main con¬ 
stituent of basic infrastruc¬ 
ture for development activi¬ 
ties. The material progress 
of community is directly pro¬ 
portionate to the utilisation 
of electrical energy. Truly, 
the per capita consumption of 
electricity is an accepted index 
of progress of any country. 
The level of per capita con¬ 
sumption in the USA, the UK, 
the USSR and Prance is about 
7,000, 3,700, 2,600 and 2,400 
units respectively against the 
per capita consumption of ab¬ 
out 89 units in India (1972 
figure). UP’s per capita con¬ 
sumption is still worse—being 
barely 59 units. The country in 
general and backward states 
such as UP in particular have to 
take a giant stride in the next 
decade to achieve a reason¬ 
able measure of per capita 
consumption of electricity in 
order to bring itself at par with 
at least some of the lesser 
developed countries of the 
world. 

Lessons Learnt 

A decade of planning in the 
power sector has taught us 
several lessons. First that 
planning in this sector loses 
its importance if the highest 
priority is not allotted to 
generation in a well-thought- 
out, balanced power-mix bas¬ 
ed on economic-geographic 
factors. Second that even the 
most liberal projections about 
demand growth tend to fall 
short of actualities both in the 
developed and rural sector. 
Third that any conservative 
planning of major transmission 
outlets/ network may, due to 
unforeseen factors, result in 
serious power tranfer bottle¬ 
necks and corresponding finan¬ 
cial loss due to non-utilisation 
of available power or ill effects 
of low voltage and instability. 

UP has been in the grip of 

Mr. B. N. Baliga is Chairman of 
U.P. State Electricity Board. 
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acute power shortage for the 
last few years and unless de¬ 
termined, well-concerted and 
well* planned efforts arc made 
to bridge this over-threaten¬ 
ing gap between power de¬ 
mand and availability, the 
prospects for future during the 
fifth and subsequent Plan 
periods arc rather bleak. In 
this, the most populous state 
of the country we are engaged 
in a relentless fight against 
power shortage and UP’s fifth 
Plan can well turn out to be 
a major step in this direction. 

Significant Progress 

When the first five-year 
plan was launched in 1950-51, 
the per capita consumption of 
electricity per annum in UP 
was 7.25 units. This rose to 
8.85 units and 13.23 units re¬ 
spectively by the end of ihc 
first and second Plan periods. 
The corresponding installed 
generating capacity of this 
state was 179 MW, 288 MW 
and 370 MW. A significant 
progress in power sector was 
made during the third five- 
year Plan period (1961-66) fol¬ 
lowed by three annual Plans 
(1966-69) in which a sizeable 
investment was made in the 
power sector. The installed 
generating capacity of UP at 
the end of the third plan 
period and the three annual 


Plans rose to 910 MW and 
1310 MW respectively and the 
corresponding per capital con¬ 
sumption of energy per annum 
was 30.5 units and 50.32 units. 

The power demand at the 
end of the third Plan period 
was 558 MW which rose to 
978 MW at the end of the 
three annual Plans. Accord¬ 
ing to the latest estimates the 
power demand in the state by 
the end of the fourth Plan 
period (1973-74) was 1870 
MW. However, as an instal¬ 
led generation capacity of only 
1674 MW was available for 
meeting this demand-potential 
there was a net shortage of 
about 600 MW in the peak 
meeting capability during 
1973-74. The energy position 
of the state was also not quite 
happy in 1973-74 and despite 
imports from neighbouring 
states, UP was facing a sub¬ 
stantial energy shortage, 
mainly due to inadequate 
water in the Rihand reservoir. 

To summarise, the story of 
the power situation in Uttar 
Pradesh, during the fourth 
Plan period and even earlier 
was one of a constant struggle 
against shortage. However, 
despite limited financial re¬ 
sources and other constraints 
inherent in a developing 
economy, we were able to 


limit the shortage to mode¬ 
rate dimensions, subject of 
course to the vagaries of wea¬ 
ther, e g insufficient rains in 
catchment area of Rihand/ 
Obra (H) reservoir. 

As the pace of planned 
development gains momentum 
during the fifth Plan period, 
the demand for power, 
which is an essential ingredient 
of any developmental activi¬ 
ties is bound to register a 
steep rise. A working group 
constituted by the government 
of Uttar Pradesh envisaged a 
demand of 4850 MW at the 
end of the fifth five-year Plan 
period (1978-79). This as¬ 
sessment was made on the 
basis of annual growth of ab¬ 
out 15.5 per cent in industrial 
power demand and about 22.5 
per cent in agricultural power 
demand, the corresponding 
actual rates of growth being 
17.7 per cent and 24.6 per 
cent respectively during the 
decade 1960-70. The above 
assessment of power demand 
was examined in detail by a 
team of experts from the Cen¬ 
tral Water and Power Com¬ 
mission/Planning Commission 
and as a result the fifth Plan 
demand of 3770 MW was ac¬ 
cepted for this state. 

Although Uttar Pradesh is 
endowed with large hydro 
power resources in its nor- 
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thern Himalayan ranges, it kesh-Shiila Hydel scheme which 
has not yet been possible to will have four units of 36 MW 
make adequate use of this each. The scheme is targeted 
cheap source of energy due to for completion during the fifth 
the long gestation period of Plan period and a high priority 
such schemes. On the other is being accorded for its corn- 
hand during recent years UP pletion. 
had to depend more on quick- New thermal schemes on 
maturing thermal schemes to which work was started up 
meet its rapidly rising load and are expected to be corn- 
demand. pleted in the fifth Plan period 


sioned early in the sixth Plan generation. Besides, UP offers 
period. Narora is situated in some other attractive sites for 
the heart of industrially deve- establishment of atomic sta- 
loped load-intense area of tions. One such site is situated 
western Uttar Pradesh and near Matatila in district Jhansi 
is ideally suited for further and was rated very highly 
enhancement of atomic power by a team of experts from 


The break-up of the state's 
installed generation capacity 
on March 31,1974 as shown in 
Table I indicates that out of 
total installed capacity of 1674 
MW, as much as 913 MW are 
from thermal plants. Some of 
our major schemes e.g. Yamuna 
Stage-II (4 x 60+4 x 30 MW) 
and Ramganga (3 x 66 MW) 
are! however in an advanced 
stage of construction while 
three units of 60 MW of 
Yamuna Mage II (Chhibro) 
and one unit of 66 MW 
(Ramganga) have already been 
commissioned. The other 
units of these schemes will be 
commissioned by 1977. Other 
hydro schemes which were 
taken up during the fourth 
Plan period are Maneri Bhali 
Part-I having installed capa¬ 
city of 3x30 MW and Yamuna 
Stage-IV, Part-I (3x10 MW). 
The first unit at Yamuna 
Stage-IV \fras commissioned in 
April 1975. The remaining two 
are expected to be on the line 
during 1975-76. The benefits 
of Maneri Bhali Part-I are ex¬ 
pected to become available by 
1978-79. 

Spill Over Plan 

The spill over thermal 
schemes which were taken up 
during the fourth Plan period 
wilt be completed during the 
fifth Plan period include 
Panki Thermal Extension (2x10 
MW) and Harduaganj Stagc- 
V (1 x 110 MW) and Obra 
Thermal Extension Stage-1 
(3 x 100 MW) and Stage-II— 
(3 x 200 MW). The first and 
second sets have already been 
commissioned and the third set 
would be commissioned dur- 
inj 1975-76. Two units of 
stage-II would bs commis¬ 
sioned during 1977-78 and the 
remaining third would be* 
commissioned in 1978-79. 

One new hydro scheme on 
which work has already com¬ 
menced during the fifth 
Plan period is Garhwal-Rishi- 


are Ohra Thermal Extension. 
Stage-HI (2 x 200 MW) and 
Harduaganj Stage-IV (2 x 55 
MW). Gorakhpur Thermal 
(4x110 MW) and Parichha 
Thermal (2 x 200 MW) sche¬ 
mes to be taken up during the 
fifth Plan period, are, however, 
likely to yield benefits only in 
the sixth Plan period. The an¬ 
ticipated generating capacity 
in UP at the end of the fifth 
five-year Plan period after al¬ 
lowing for a retirement of 66 
MW old and obsolete plant 
during the corresponding 
period shall be 4070 MW as 
shown in Tabic H. This 
will comprise 1418 MW of 
Hydro and 2652 MW of ther¬ 
mal (including other small 
dicsel/gas installations). 

Balanced Generation 

This indicates that at the 
end of the fifth Plan period the 
UP power system would have 
a high proportion i.e. about 
65 per cent of thermal genera¬ 
tion. In order to obtain a 
more balanced generation-mix, 
construction work on some 
major hydro schemis i.e. Tehri 
(4x 150 MW) and Lakhwar- 
Vyasi (540 MW) is proposed 
to be carried out during (he 
fifth Plan period. Advanced 
action on some other hydro 
schemes i.e. Vishnu Prayag 
(262 MW), Bhowala-Nand 
Prayag (130 MW), Pala Maneri 
(204 MW), Lohari Nag Pala 
(288 MW) etc is also propos¬ 
ed to be taken during the fifth 
Plan period so that benefits 
from these schemes may be 
obtained early in the sixth 
Plan period. 

Narora, in district Buland- 
shahr, has already been select¬ 
ed for the establishment of 
the fourth Atomic Power Sta¬ 
tion in the country. This will 
have an initial installed capa¬ 
city of 470 MW (capability 
400 MW). The work on this 
project has already been start¬ 
ed and it is likely to be commis- 
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i Major and Medium Irrigation Projects in 
Fifth five Year Plan 

S. Name or Project 

Estimated 

Banefit* 

No. 

cost in 

in 


Rs. lakhs 

*000 ha. 

Ml'l.TIPURPOSE/MAJOR 


| 1. I.akhwar Vywi Pariyojna 

14097 00 

49 5 

1 2. Riuximt 



1 (a) Dam 

4244 00 

— 

ib) Canal System 

1284 45 

* 152 2 

3. Project for lining of Channels of 



Sarda Sahnyak Pariyojna 

10958 00 

290 0 

4. Kanhar 

1674 00 

26 00 

5. Increase in capacity of lleokali 

1367 00 

51 80 

6. Rapti Irrigation Scheme 

mm oo 

79 30 

7. Madhya Oanfejp. Pariyojana 

mm 10 

178 00 

8. Left Bank Ghaira Canal Pariyojna 

0304 00 

266 60 

9. Raising; \feja Dam 

787 00 

40-00 

10. Shah ad Pam 

777 00 

20 00 

11. Jamrani Dam 

6125 00 

94 13 

12. Eastern Gantt* Canal 

3870 00 

104 50 

13. Maude,ha Dam 

2349 00 

37 20 

14. Increasing capacity of Nantrnpur 



Pumped Canal 

997 00 

111 29 

15. Parallel l^wer Gang* Canal 

2567 00 

90 00 

16. Sore Pumped Canal (Stage 1 ) 

564 00 

66 27 

17. Yamuna Pumped Canal 

446 00 

25 oo 

18. Tajewala Barrage 

226 00 

* 

19. Okhla Barrage 

750 00 

* 

1 20. Urmil Dam 

661 27 

6 88 

1 MEDIUM 



I I. Modernisation of A.^r* Mmal 

496 00 

72 00 

1 2. Umarhat Pumped Canal 

77 84 

5 344 

I 3. Modernisation of Mathura Branch 



1 System 

359 00 

39 38 

4. Patairpani Dam 

450 00 

7 56 

5. Rohini Dam 

67 1 

1 69 

6. Chittaurfcarh Project 

489 00 

13 78 

7. Sajnam Dam 

432 5 

12 45 

8. Puisuni Canal 

460 81 

14 40 1 

1 9. Annas; Pumped Canal 

146 00 

13 35 

10. Khara Canal 

265 00 

7 00 

II. Ili'Kliin Barrage 

386 00 

* 

12. Alikanj Irrigation 

381 00 

42 00 

13. Bmlangana 

120 00 

0 41 

14. SargoauDam 

400 00 

6 47 

15. Caster Valley 

55 00 

0 31 

16. Suheli Irrigation 

580 00 

9 31 

17. Lining of Channels 

• 400 00 

20 03 

18. Kunhara Chongi 

450 00 

* 

19. Increasing Capacity of Kwano 



Pumped Canal 

140(H) 

• 

20. Modernising Uchura Head works 

200 00 

* 

21. Arjun Sahayak Project 

148 00 

* 

J *Not available. | 
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the Department of Atomic 
Energy. 

Hie total length of main 
transmission lines of 66 kV 
and above in UP at the end of 
the third annual Plan (1968- 
69) was 8313 Ckt kms com¬ 
prising 1785 Ckt kms of 220 
kV lines, 4085 Ckt kms of 
132 kV lines, and 2443 Ckt 
km of 220 kV lines. Also 755 
Ckt kms of 132 kV lines and 
347 Ckt kms of 66 kV lines 
had been added to the PU 
system giving a total length of 
9911 Ckt kms at the end of 
the fourth Plan period. UP is 
a vast state spanning a length 
of about 1000 kms between 
Himalayan ranges in its north 
where sizable potential of 


hydro power is awaiting to be 
harnessed and its south-eas¬ 
tern tips where a giant thermal 
complex is taking shape at 
Obra near Singrauli coal-fields. 
Interspersed are some me¬ 
dium-sized thermal generation 
complexes at Harduaganj and 
Kanpur. The electrical load 
centres are spread all over the 
state but those in the western 
part of the state have so far 
shown a tendency to develop 
much faster as compared to 
those in the central part. Spe¬ 
cial emphasis has been laid 
to develop comparatively 
backward eastern area and 
this is likely to result in a 
boost of power demand in 
this area. 


As indicated above, an im¬ 
portant feature of Uttar Pra¬ 
desh from the point of view 
of developing transmission 
network is the existence of 
two major complexes—-a hydro 
complex in the north and a 
mainly thermal complex in the 
south-east in the two extreme 
ends of the state, in order 
to ensure a stable inter-con¬ 
nected operation between these 
two complexes separated by 
a distance of about 1000 kms 
strong and reliable intercon¬ 
necting systems of extra high 
voltage lines is unavoidable. 
With this end in view, UP was 
the first state to embark upon 
the introduction of 400 kV 
system between Obra Thermal 


and Sultanpur during the 
fourth Plan period. The con¬ 
struction work on the 250 
kms long single circuit line is 
already in progress and it is 
now expected to be commis¬ 
sioned by end of 1975. 

Construction work has also 
been taken up on 5400 kV single 
circuit lines from Sultanpur to 
Lucknow (150 kms), Obra to 
Kanpur (388 kms) and Kan¬ 
pur to Muradnagar (388 kms). 
These three lines shall also be 
commissioned during the fifth 
five-year Plan period. Detail¬ 
ed studies have been carried 
out in Sweden to determine 
equipment characteristics for 
400 kV sub-stations at Obra, 
Sultanpur, Lucknow, Kanpur 


Table 1 


Installed Capacity of UP Power System as on 31-3-1974 

Name of 
power station 

Capacity 
(Unit x MW) 

Total capacity 
as on 31-3-74 
(in MW) 

A-Hydro 



1. Oanga Canal P.H.S. 

— 

45.20 

2. Rihand Power Station ( 

Pipri) 6x50 

300.00 

3. Matatila 

3x10 

30.00 

4. Khatima 

3x13.8 

41.40 

5. Yamuna Stage I 



(a) Dhakrani 

3x11.25 

33.75 

(b) Dhalipur 

3x33.00 

99,00 


Total (A) 600.350 

B-Thermal 



1. Small Thermal P.H.S. 

— 

124 40 

2. R.P.H. Kanpur 

5x15 

75.00 

3. Panki 

2x32 

64.00 

4. Obra 

5x50 

250.00 

5. Obra Extension Stage I 

1x100 

100,00 

6. Harduaganj (A) 



(Stage 1& II) 

3x30 

90.00 

7. Harduaganj (B) 

2x501 

210.00 

(Stage III& IV) 

2x55 | 



Total (B) 913.40 


C-Gas Turbine and Diesel 


1. Gas Turbine 

2. Diesel 

1x12.5 

12.5 

2.99 


Total (C) 

15.490 

D-Private Undertakings and Licensees 

1. Renusagar 

2, Licensees 

2x62.5 ' 

125.00 

19.50 


Total (D) 

144.50 

Grand Total (A +B +C +D) 

1673.74 MW 
say 1674 MW 


Table II 

New Power Schemes Taken up Daring Fifth Five-Year Plan in UP 


Name of Capacity 

power station (Unit x MW) 

Capacity at the 
end of fifth Plan 
(MW) 

A-Hydro # 



1. Ganga Canal Power Station 

— 

40.70 

2. Rihand Power Station 

6x50 

300.00 

3. Matatila 

3x10 

30.00 

4. Khatima 

3x13.8 

41.40 

5. Yamuna Stage I 

(a) Dhakrani 

3x11.25 

33.75 

(b) Dhalipur 

3x17 

51.00 

6. Obra Hydel 

3x33 

99.00 

7. Yamuna Stage II 

(a) Chhibro Power Station 

4x60 

240.00 

(b) Khodari Power Station 

4x30 

120.00 

8. Ram Ganga Power Station 

3x66 

198.00 

9. Yamuna Stage IV Part I 

3x10 

30.00 

10. Maneri-Bhali Part I 

3x30 

90.00 

11. Rishikesh-Haridwar 

4x36 

144.00 


Total Hydro 1427.85 

B-Thermal & Others 

1. Small Thermal & Diesel/ 

Ga% P.H. 

— 

108.50 

2. R.P.H. Kanpur 

— 

45.00 

3. Panki 

2x32 

64.00 

4. Obra 

5x50 

250.00 

5. Obra Extension Stage I 

3x100 

300.00 

6. Hardauganj (A) 

3x30 

90.00 

(Stage I & 11) 

7. Hardauganj (B) 

2x50 \ 

210.00 

(Stage III* IV) 

2x55 f 

8. Panki Extension 

2x110 

220.00 

9. Hardauganj Stage V 

• 1x110 

110.00 

10. Obra Thermal Extension 

5x200 

1000.00 

(State 11 & HI) 

11. Hardaugaj Stage IV 

2x55 

110.00 

12. Renusagar Licensees 


144.50 

Total (Thermal & others) 

2652 00 

Total Hydro & Thermal 


4079.85 MW 
say 4070 MW 
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and Muradnagar. It is pro¬ 
posed to import a major part 
for 406 kV equipment for these 
sub-stations while the remain¬ 
ing 400 kV and lower voltage 
equipment will be arranged 
from indigenous sources. 

A 400 kV line to be initi¬ 
ally operated at 220 kV has 
also been approved for con¬ 
struction from Rishikesh 
(which is being developed as a 
pooling station for the power 
generated in various hydro 
schemes in the north of the 
state) to Moradabad. Con¬ 
struction work on this line 
will be taken up during the 
early part of the fifth Plan. 

In order to complete a 
dual 400 kV link between Ris¬ 
hikesh (pooling station for 
hydro generation) and Obra, 
400 kV single circuit lines 
from Lucknow to Morada¬ 
bad, Kanpur to Lucknow, 
Rishikesh to Muradnagar 
and Moradabad to Narora 
(where Kanpur-Muradnagar 
line will be tapped) have alstj 
been planned for execution 
during the fifth Plan period. 

Detailed power flow studies 
have been carried out on the 
Digital Computor at IIT 
Kanpur to finalise UP’s main 


transmission network, for the 
fifth Plan period. The requi¬ 
rement of feeder lines of 200 
kV and 132 kV has been fina¬ 
lised to cater for the load 
growth at various load 
centres as forecast on the 
basis of the past trend. The 
fifth Plan proposals already 
approved for Uttar Pradesh 
by the Central Water and 
Power Commission (govern¬ 
ment of India), for main trans¬ 
mission and transformation 
works include the following: 


400 kV Transmis- 1609 ckt 
sion Lines kms 

220 kV Transmis- 1094 ckt 
sion Lines kms 

132 kV Transmis- 2233 ckt 
sion Lines kms 

400 kV Sub-sta- 5 nos 
tion (new) 

220 kV Sub-station: 

(i) New 5 nos 

(ii) Extensions 9 nos 
132 kV Sub-Station: 

(i) New 53 nos 

(ii) Extensions 73 nos 


A power map of Uttar Pra¬ 
desh showing the main trans¬ 
mission net-work of 132 kV 
and above as envisaged at the 
end of the fifth five-year Plan 
period is given on page xvi. 

Besides the above main 


lines of 66 kV and above, 
9828 Ckt kms of 33/37.5 kV 
and 55200 kms of 11 kV lines 
were in operation in Uttar 
Pradesh at the end of the third 
annual Plan (1968-69). During 
the fourth Plan period about 
6514 Ckt kms of 33/37.5 lines 
and about 38,800 kms of 11 
kV lines have been put in 
operation, bringing the total 
length of 33/37.5 kV and 11 
kV lines, to about 16342 Ckt 
kms and 94,000 respectively. 
The fifth Plan proposals for 
UP envisage construction of 
10,500 Ckt of 33/37.5 kV lines 
and 95,000 kms of 11 kV lines. 

The programme of power 
development for UP’s fifth 
Plan is briefly out-lined in the 
foregoing paragraphs. Ambi¬ 
tious as it may look at first 
sight when compared to the 
fourth Plan achievement it is 
the barest minimum to cater 
for the rapidly developing 
power requirements of this 
state. As indicated earlier 
UP’s fifth Plan demand is esti¬ 
mated at 3770 MW. Allowing 
for auxiliary consumption, 
usual margins etc, an installed 
capacity of about 5000 MW 
would be required to meet 
this demand. As against this. 


a total capacity of only 4070 
MW would be available in 
UP at the end of the fifth 
Plan period and considering 
UP’s share of 100 MW in 
Badarpur thermal project, 
there will still be a shortfall 
of about 800 MW of installed 
capacity. 

Successful execution of the 
fifth Plan proposal as outlined 
above is largely dependent on 
the availability of adequate fin¬ 
ancial resources and sufficient 
quantities of scarce matnidls 
such as steel and cement. UP 
has already asked for a suffi¬ 
ciently large plan in the power 
sector in order to accommo¬ 
date the aforesaid minimum 
programme of development to 
overcome the accepted back¬ 
log of power development in 
this state. 

Availability of steel and 
cement has not been adequate 
and timely during the fourth 
five-year Plan period and this 
factor, to a large measure, affec¬ 
ted the fourth Plan targets. It 
is hoped that this aspect would 
be adequately taken care of 
during the coming years so 
that the fifth Plan projects do 
not suffer on this account. 


KEY ROLE OF FCI 

The Fertilizer Corporation of India Limited is the single largest producer of 
plant nutrients in the country. 

FCI’s Production Units 

FCi's five functioning units at Sindri, Nangal, Trombay, Gorakhpur and Namrup 
have the installed capacity of nearly half a million tonnes of plant nutrients. 
This will rise to 3.5 million tonnes when additional plants, now under 
construction and in advanced stages of planning, go on stream. 

Total fertilizer technology 

FCI has now developed its own know-how, design and engineering capability 
and can execute six to eight modern fertilizer plants at a time from the blueprint 
to the final commissioning stage. It has also developed and produced a 
complete range of fertilizer catalysts. 

Marketing Set-up 

With a vast network of sales outlets and active promotional measures FCI now 
serves farmers in most parts of the country. 



THE FERTILIZER CORPORATION OF INDIA LIMITED 
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UP and its Agriculture * 1988-70-1973-74 


A—Area, thousand hectares, P—Production, 



1969-70 

1970-71 

1971-72 

1972-73 

1973-74 

UP 

A 

4533.9 

Rice 

4562.5 

4722.2 

4374.0 

4467.9 

P 

3522.9 

3700.0 

3776.5 

3273.0 

3840.4 

Y 

779 

811 

800 

748 

860 

INDIA 

A 

37680.3 

37591.7 

37757.8 

36687.8 

38010.6 

P 

40429.7 

42225.2 

43068 0 

39245.3 

43741.7 

Y 

1073 

1123 

1141 

1070 

1151 

UP 

A 

722.1 

Jowar 

734.2 620.7 

729.2 

704.0 

P 

431.4 

486.0 

227.6 

524.0 

482.0 

Y 

597 

662 

367 

719 

686 

INDIA 

A 

18604.9 

17373.9 

16777.0 

15512.8 

J6964.3 

P 

9721.0 

8104.9 

7721.9 

6967.6 

8991.6 

Y 

522 

466 

460 

449 

530 

UP 

A 

1020.2 

Bajra 

1121.0 

949.0 

1085.8 

1063.0 

P 

752.7 

882.0 

529.5 

719.6 

808.2 

Y ' 

738 

787 

558 

663 

760 

INDIA 

A 

12492.8 

12913.4 

11773.3 

11816.8 

1346.4 

P 

5326.8 

8028.8 

5319.1 

3929.4 

7086.5 

Y 

426 

622 

452 

333 

519 

UP 

A 

1505 3 

Maize 
1508 2 

1479.0 

1482.7 

1484.1 

P 

1192.2 

1796.3 

842.6 

1356.6 

1100.5 

Y 

792 

1191 

570 

915 

742 

INDIA 

A 

5862.2 

5852.3 

5677.6 

5837.8 

6020.7 

P 

5674.3 

7485.6 

3100.5 

6388.5 

5642.6 

Y 

968 

1277 

900 

1094 

937 

UP 

A 

245.2 

Ragi 

250.5 

273.8 

259.3 

212.0 

P 

195.4 

195.9 

289.1 

227.7 

210.7 

Y 

797 

782 

1056 

994 

994 

INDIA 

A 

2783.4 

2472.4 

2425.0 

2329.3 

2392.2 

P 

2117.2 

2155.0 

2208.5 

1922.9 

2131.4 

Y 

761 

872 

911 

826 

891 

UP 

A 

545.3 

Small Millets 

499.6 431.4 

493.1 

510.3 

P 

317.4 

334.4 

202.7 

285.4 

284.1 

Y 

582 

669 

470 

579 

557 

INDIA 

A 

4732.7 

4782.9 

4477.3 

4265.2 

4531.6 

P 

1732.0 

1987.8 

1669.4 

1552.2 

1864.2 

Y 

356 

416 

373 

364 

411 

UP 

A 

5378.4 

Wheal 

5907.2 

5045.9 

6135.3 

6054.5 

P 

6314.3 

7689.5 

7550.1 

6515.2 

6014.4 

Y 

1174 

1302 

1249 

1125 ' 

993 

INDIA 

A 

16625.5 

28240.5 

19138.9 

19463.6 

19056.0 

P 

20093.3 

23832.5 : 

26402.9 

24734.6 

22072.5 

Y 

1239 

1307 

1480 

1271 

1158 

UP 

A 

1484.9 

Barley 

1323.1 

1312.1 

1288.0 

1260.7 

P 

1467.0 

1430.5 

1359.5 

1299.8 

1169.0 

Y 

988 

1081 

1026 

1009 

903 


UP SUPPLEMENT 


thousand tonnes, Y—Yield, per hectare in kg. 



1969-70 

1970-71 

1971-72 

1972-73 

1973-74 

INDIA 






A 

2764.9 

2554.6 

5455.3 

2448.9 

2624.5 

P 

2716.3 

2784.4 

2577.0 

2379.1 

2326.9 

Y 

982 

1090 

1050 

971 

887 

UP 


Total Cereals 



A 

15435. 

15906.4 

15834.1 

15847.8 

15756.5 

P 

14203.3 

16515.5 

14777.6 

15231.3 

13880.1 

Y 

920 

1038 

933 

961 

881 

INDIA 






A 

10154.7 

10178.7 

100472.2 

98362.2 

10324.9 

P 

87810.6 

96604.2 

94074.3 

87119.6 

93857.4 

Y 

865 

949 

936 

886 

909 

UP 


Gram 



A 

2261.5 

2077.2 

1988.6 

1920.5 

1955.9 

P 

1775.9 

1544.0 

1596.5 

1462.2 

1048.5 

Y 

785 

743 

788 

761 

536 

INDIA 






A 

7751.5 

7839.7 

7912.4 

6967.5 

7690.8 

P 

5545.6 

5199.2 

5080.7 

4536.8 

4005.8 

Y 

715 

663 

642 

651 

521 

UP 


Tut 



A 

579.1 

582.4 

467.8 

564.1 

526.8 

P 

716.1 

678.5 

599.3 

868.6 

295.7 

Y 

1237 

1165 

1281 

1540 

561 

INDIA 






A 

2668.7 

2655.0 

2345.5 

2424.1 

2576.1 

P 

1842.2 

1883.3 

1683.0 

1927.6 

1364.1 

Y 

990 

709 

718 

795 

530 

UP 


Other Pulses 



A 

11519 

1064.5 

1068.3 

1024.6 

994.0 

P 

851.9 

846 7 

754.1 

583.2 

505.6 

Y 

740 

795 

706 

579 

509 

INDIA 






A 

11602 8 

12040.2 

11892.7 

11523.6 

12614.6 

P 

4302.9 

4735.3 

4329.7 

3442.3 

4383.8 

Y 

371 

393 

364 

299 

348 

UP 


Total Pulses 



A 

3992.5 

3724.8 

3524.7 

3509.2 

3476.7 

P 

3343.9 

3069 2 

2919.7 

2922.0 

1849.8 

Y 

838 

824 

828 

833 

532 

INDIA 

• 





A 

29023.0 

22534.0 

22150.6 

20915.2 

22881.5 

P 

11690.7 

11817.8 

11093.4 

9906.7 

9753.7 

Y 

531 

524 

501 

474 

426 

UP 


Total Foodgrains 



A 

19427.8 

19631.2 

19358.8 

19357.0 

19233.2 

P 

17547.2 

19584.7 

17697.5 

18154.3 

15729.9 

Y 

903 

998 

914 

938(?) 

818 

INDIA 






A 

123569.7 

124315.7 

122622:8 

119,277.4 

126128.4 

P 

99501.3 

101422.0 

105167.7 

97026.3 

103611.1 

Y 

805 

872 

858 

813 

821 

UP 


Groundnut 



A 

331.0 

341.1 

327.8 

314.9 

352.8 

P 

260.5 

221.7 

183.4 

286.6 

286.4 

Y 

768 

650 

559 

910 

812 

INDIA 






A 

7125.4 

7326.2 

7510.2 

6990.0 

6900.3 

P 

5130.1 

6111.1 

6180.5 

4091.6 

5798.4 

Y 

720 

834 

823 

585 

840 
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PICUP for new projects 

R.S. MATHUR 


The Pradeshiya Industrial and 
Investment Corporation of UP 
(PICUP) is the apex agency 
that has been set up for the 
purpose of facilitating develop¬ 
ment of industries in the state 
by providing multi-directional 
assistance to entrepreneurs 
desirous of establishing their 
projects in this state. The 
corporation is a wholly state 
government ownad under¬ 
taking. 

The corporation offers 
technical as well as financial 
assistance to entrepreneurs 
and also operates a package 
scheme of incentives as an 
agent of the UP government. 
The technical assistance offered 
by the corporation is in the 
shape of technical guidance to 
entrepreneurs for identifying 
projects that can be profitably 
established in the state, and 
also in offering plant location 
service. The corporation also 
assists in getting feasibility 
reports prepared for entrepre¬ 
neurs either on its own or 
with the help of consultants. 
For all such feasibility reports 
prepared, the corporation sub¬ 
sidises 50 per cent of the cost 
of the same. 

Chemical Industry 

A detailed survey regarding 
the potential of development 
of chemical industries in the 
state had been got conducted 
through Engineers India Limi¬ 
ted by the corporation. Im¬ 
portant among the other 
reports which have been com¬ 
pleted are those relating to the 
manufacture of cladded 
material through extrusion 
process ; AC/DC motors ; 
HT/LT insulators and HR 
special fuses: high safety tools 
steel, starch and moulding 
powders. Since the electronics 
industry occupies a key posi¬ 
tion in modern technological 
field and, theefore, in order 
to concentrate on this field, the 
UP Electronics Corporation 
has been set up as a subsidiary 
of PICUP. This corporation, 
besides providing technical 
assistance to entrepreneurs, is 
also setting up an Electronics 


Testing & Development Centre 
at Kanpur and a TV manu¬ 
facturing unit at Allahabad. It 
is also contemplating establi¬ 
shing new units for manu¬ 
facture of various items. 

Financial Aid 

Financial assistance is 
offered by PICUP mainly to 
medium-scale and large-scale 
industries in the shape of term- 
loans, underwriting of share 
issues and credit guarantees. 
The main criterion in apprai¬ 
sing a project for financial 
assistance is its technical and 
financial viability and once this 
has been established, the 
corporation offers assistance 
on liberal terms. The rates 
of interest are different for 
backward districts and non¬ 
backward districts. At present 
loans are granted in backward 
districts at an effective rate of 
interest of 10 per cent, while 
in non-backward districts at 
an effective rate of interest of 
11 1 per cent. The corporation 
has so far sanctioned term- 
loans aggregating to an amount 
of Rs 705.50 lakhs to compa¬ 
nies and a total investment of 
Rs 3642.46 lakhs is likely to 
be generated as a result of 
implementation of these pro¬ 
jects. 

The corporation also pro¬ 
vides underwriting assistance 
in cases where it provides 
loans. An underwriting com¬ 
mission of2 \ percent in the 
case of non-backward districts 
and 1} per cent in the case of 
backward districts is charged. 
Besides, the corporation is 
operating a scheme of credit 
guarantee for medium-scale 
industries on loans given by 
specified banks and the UP 
Financial Corporation also 
has a special scheme for entre¬ 
preneurs having insufficient 
means and planning medium¬ 
sized projects. Under the 
scheme, entrepreneurs would 
be able to obtain loans up to 
75 to 80 per cent of the 
capital cost of their pro¬ 
ject jointly from the commer¬ 
cial banks and the corporation. 
The components of the loan 


to be given by the corporation 
would be on soft terms and, 
in special cases, there is also a 
provision of deferment of pay¬ 
ment of interest. The scheme is 
at present being operated 
jointly with certain specified 
banks and the UP Financial 
Corporation. 

The corporation operates 
as an agent of the state govern¬ 
ment a package scheme of 
incentives covering— 

(i) Sales Taxe Loan Scheme: 
Under this scheme, the sales 
tax paid on finished goods 
sold within the state of Uttar 
Pradesh during the first five 
years from the date of start of 
production by units in back¬ 
ward districts and the first 
three years in other districts 
is refunded as interest-free un¬ 
secured loan for periods of 12 
and 10 years respectively. The 
scheme is applicable to all new 
units registered under the 
Factories Act and fuse carry¬ 
ing out substantial expansion 


or diversification. 

(ii) Capital Subsidy Scheme: 
This scheme has been spon¬ 
sored by the government of 
India and is applicable to the 
industries being set up in the 
district of Jhansi, Ballia, Al- 
mora, Basti. Faizabad and Rae 
Bareli. Under this scheme, 
new industrial units or existing 
units carrying out substantial 
expansion are eligible for grant 
of subsidy to the extent of 15 
per cent of their capital invest¬ 
ment, subject to a ceiling of 
Rs 15 lakhs. 

(iii) Scheme for exemption 
from octroi, toll and terminal 
tax : The UP government 
have granted exemption from 
octroi, toll and terminal tax 
leviable on plant and machi¬ 
nery and building materials in 
respect of new units and those 
carrying out substantial ex¬ 
pansion for a period of five 
years from the date of grant 
of letter of intent or licence 
or sales tax registration. 


Are People in U.P. Lethargic ? 

It Is often mentioned that people In this are* are rela¬ 
tively lethargic and are prone to be satisfied with a low 
standard of living rather than exert for economic betterment. 
It is farther said that as a result the cultural practices are 
poor and intensive cultivation rare. There is probably somu 
troth in these impressions and they may represent the condi¬ 
tions as they exist today* but we do not believe that they 
reflect in any way on the inherent qualities of the local people. 
On the contrary, people of these districts became known 
for their heroism in the mutiny of 1857 and in the struggle 
for independence prior to 1947. A large number of persons 
from these districts migrate to Bihar, West Bengal, Maha¬ 
rashtra, Gujarat and other parts of India and even abroad 
for making a living. One effect of such a migration Is that 
yonng, healthy and more adventurous people go out of the 
urea leaving behind children, women, and old, unhealthy and 
less enterprising part of the population. It is difficult to 
measure the impact of such a migration on the local economy, 
but since it is forced on the people by sheer economic Impulse 
resulting in above pattern, it is bound to be adverse. 

“The lack of interest and laziness could be also due to 
moist, enervating and malarial climate as well as to the 
extreme conditions of poverty for many generations. When 
after full day's work people do not get two square metis, drought 
and floods make the only available occupation of farming 
completely uncertain and unremunerative, and lack of basic 
medical and public health facilities expose the undernouri¬ 
shed people to many diseases, it is no wonder that the people 
I are apt to lose faith in work and become fatallats. The 
prevailing social conditions and attitudes are the results of 
economic and historical factors. They are In no way basic 
to the people and could be corrected when the forces of eco¬ 
nomic growth are released along with the Increase in education, 
health and transport facilities. ’ 

—Report of the Joint Study Team of the Plantting 
CommWoa about oast U.P. districts. 
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Small industries have substantial scope 

A Correspondent 


The U.P. Small Industries 
Corporation Ltd (UPSIC) was 
registered as a joint stock 
company in June, 1958 with 
100 per cent state government 
share participation. The paid- 
up capital which was initially 
Rs 12.50 lakhs now stands at 
Rs 65 lakhs. The authorised 
capital of the company is Rs 
100 lakhs. 

With a view to making 
available essential and scarce 
raw materials to small-scale 
units the corporation has a 
network of 12 depots, spread 
over the entire state. The 
annual woollen yarn distribu¬ 
ted from Bhadohi is valued 
at Rs 52 lakhs. 

Today the corporation 
deals with more than 180 sec¬ 
tions of iron and steel. Besides, 
several non-ferrous raw mate¬ 
rials and chemicals arc stocked 
in depots and made available 
to small units according to 
their requirements. The corpo¬ 
ration also works as an agent 
for the distribution of rosin 
and turpentine oil to the units 
of UP. The total value of raw 
materials distributed to small- 
scale units in 1973-74 was 
Rs 7.87 crorcs. 

In January this year the 
UPSIC took up the responsi¬ 
bility to distribute hard coke 
to SSI units. Under this 
scheme, movement of hard 
coke takes place in rake-loads 
consigned in favour of UPSIC. 
Allocation to SSI units is then 
made on the basis of capacities 
assessed by the Director of 
Industries. For procurement 
of hard coke rake points have 
been fixed in the state. 

Pooling of Uconcos 

In 1969-70, the corporation 
introduced a scheme for 
pooling small import licences 
and release orders/sale notes, 
issued by the MMTC or State 
Trading Corporation and 
indenting for the material in 
bulk. Under this scheme, SSI 
units are assisted by way of 
financing import of the mate¬ 
rial and facility of lifting in 
instalments to actual users, 

To assist small-scale entre¬ 
preneurs in setting up new units 
and $6 encourage the expansion 


of existing units, the corpo¬ 
ration arranges to supply 
machinery on hire-purchase- 
basis. For this the corporation 
is working on an arrangement 
with the State Bank of India. 
Under the joint scheme the 
machines are sanctioned on the 
basis of the recommendations 
of a screening committee on 
which nominees of the State 
Bank are also represented. After 
the installation and commis¬ 
sioning of the machines, the 
repayment of the hire purchase 
value of the machines is done 
by the respective units to the 
State Bank. On an average 
the corporation has been 
supplying machines worth 
rupees one crorc every year. 

Backward Regions 

To enourage the develop¬ 
ment of units in the backward 
areas the collaboration with 
local entrepreneurs is sought. 
In these units the local entrepre¬ 
neurs own 49 per cent share 
while the UP Small Industries 
Corporation owns 51 per cent 
share in equity. After the units 
go into production and be¬ 
come viable, the local entre¬ 
preneur can buy out the share 
of the corporation so that the 
unit is wholly owned by him. 
So far work in eight projects 
has been taken up and four 
units have already gone into 
production while the other four 
are expected to go into pro¬ 
duction shortly. 

The fixed capital investment 
in these units is about Rs 80 
lakhs and employment poten¬ 
tial for S00 persons will be 
generated. 

With a view to assisting 
the educated unemployed, 
specially engineers, the corpo¬ 
ration has introduced a scheme 
for providing a package of 
assistant to enable them to 
set up their own industrial 
units. Under' this scheme, 
functional industrial estates 
are being developed in various 
areas of the state, where help 
in the procurement of land, 
civil construction of building, 
provision of infrastructure, 
purchase of machinery and 
equipment, easy availability 
of working capital technical 
consultancy and training is 


provided. The first complex 
for the production of building 
material and sanitaryware under 
this programme has been deve¬ 
loped and is functioning at 
Rae Bareli where 15 units have 
been set up. The total invest¬ 
ment in these 15 units is about 
two crores of rupees and the 
Bank of Baroda has financed 
90 per cent of the investment, 
five per cent being invested by 
each entrepreneur and the 
remaining five per cent being 
given as a soft loan to each 
entrepreneur by way of margin 
money assistance. 

Work on functional ancil¬ 
lary industrial estates for 
; Scooters India Limited. Luck¬ 
now, and BHEL. Hardwar is 
almost complete. Civil con¬ 
struction of factory sheds has 
been completed and machinery 
and equipment are expected 
shortly. in the ancillary 
estate to Scooters India Lim i- 
ted about 30 units have come 
up in the first phase, and about 
four-fifths have commenced 

production. Fifteen units have 
been developed in the BHEL 


complex at Hardwar, to func¬ 
tion as anciliaries to the main 
unit. 

It is also proposed to deve¬ 
lop an estate of 20 units for 
finished leather and leather 
goods items at Unnao (near 
Kanpur). The feasibility stu¬ 
dies etc. for this estate have 
been completed and financial 
arrangements are in the final 
stages. Similarly land for set¬ 
ting up an ancillary industrial 
estate to BHEL unit being set 
up at Jhansi have been finali¬ 
sed and it is expected that the 
unit would commence produc¬ 
tion soon. 

Market surveys for the set¬ 
ting up of an estate for fastener 
industry and a chemical com¬ 
plex have also been complet¬ 
ed and the follow-up action 
initiated. All these estates 
will he financed in collabo¬ 
ration with the commercial 
banks and it is anticipated that 
the total investment in these 
estates will be about Rs 10 
crorcs and employment poten¬ 
tial for 7.000 persons will be 
generated. 
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Electronics in UP 


UP’S ECONOMY* though 
primarily agriculture-based, 
has been slowly striving to¬ 
wards industrialisation* Joint 
efforts of the government 
and the private sector have 
helped a number of industries, 
large, medium and small- 
scale, to come up. Electro¬ 
nics being of great im¬ 
portance both in every day 
life and industry, the state 
government decided to give 
it special attention and to 
set up a new corporation, 
known as The U.P. Electro¬ 
nics Corporation Limited 
(UPEC), as a subsidiary 
company of the Pradeshiya 
Industrial & Investment 
Corporation of U.P. Ltd. 
(popularly knows as ‘P1CUP’). 

Strategy for Growth + 

The UP Electronics Cor¬ 
poration Lid started functio¬ 
ning in August, 1974. It has 
adopted the following stra¬ 
tegy for the growth of elec¬ 
tronics in UP. 

(i) Provision of necessary 
assistance, facilities and incen¬ 
tives to existing or intending 
entrepreneurs for the develop¬ 
ment of electronics compon¬ 
ents and ancillary industries. 

(ii) Full utilisation of the 
capacity of existing units and 
those coming up in the new 
industrial estates. For this it 
will be necessary to collect data 
on capabilities and potential 
of existing units to draw up 
sub-contracting plans, to 
conduct market surveys, to 
provide technical and mana¬ 
gerial assistance, to orga¬ 
nise training of entrepren¬ 
eurs and centralised facilities 
for electronics testing and 
development and tool rooms. 

(iii) Identification of suita¬ 
ble electronic components and 
equipment involving sophisti¬ 
cated technology for manufac¬ 
ture either by the UPEC itself 


Mr T. N. Dhar is the Managing 
Director, Pradeshiya Industrial and 
Investment Corporation of U.P. Ltd., 
Lucknow, and U.P. Electronics Cor¬ 
poration Limited, Lucknow. He is 
also Qlficer on Special Duty, Direc¬ 
torate of Industries, UP, 
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in the public sector or in the 
joint sector with suitable 
collaborators. Such industries 
will be set up after careful 
consideration of all factors 
and will act as nucleus for 
further growth and as pace¬ 
setters and catalysts for further 
development of electronics 
industry. 

(iv) Building up of infra¬ 
structure for electronics, e.g., 
electronics functional estate 
at Panki, Kanpur, the Indian 
Telephone Industries Ltd., 
ancillary estate at Rae Bareli, 
and electronics block in 
Nfonerco Industrial Estate, 
Allahabad. 

At present the slate has 
the following major public 
sector undertakings operating 
in the electronics field. 

—Bharat Electronics Ltd, 
Ghambad. 

—Indian Telephone Indus¬ 
tries, Naini (Allahabad). 

—Indian Telephone Indus¬ 
tries (switching equipment 
factory), Rae Bareli. 

—Hindustan Aeronautics 
Ltd, Kanpur. 

—Hindustan Aeronautics 
Ltd, Lucknow. 

—Central Electronics Ltd, 
Ghaziabad. 

Television Factories 

In addition, the state of 
UP now has a number of 
television factories, a unit 
manufacturing sophisticated 
medical electronic equipment 
and strip recorders, a factory 
making semi-conductor devi¬ 
ces, domestic radio receivers, 
tape recorders, stereo ampli¬ 
fiers, and a variety of compo¬ 
nents required for enter¬ 
tainment as well as profes¬ 
sional electronics industries. 

The electronics factory 
started by the UP E’cctro- 
nics Corporation' Ltd, at 
Allahabad had commenced 
production of television re¬ 
ceivers which are being mar¬ 
keted through the Elec¬ 
tronics Corporation of India 
Ltd, Hyderabad. 

The UP Electronics Cor¬ 
poration Ltd* also holds 


letters of intent for the manu¬ 
facture of: 

1. Quartz Piezo Elecronic 
Crystal Devices — 120,000 
annually. 

2. Document Fascimile 
Equipment. 

There is a large gap bet¬ 
ween the demand and the 
availability of quartz electric 
crystal in the country. At 
present, the only source is 
the Bharat Electronics Ltd., 
Bangalore. UPEC proposes 
to manufacture, in addition 
to crystal in standard packages 
monolithic printers. 

The Document Facsimile 
Equipment would be manufac¬ 
tured by the UPEC for the 
first time in the country. This 
equipment enables transmis¬ 
sion of written documents, 
maps, sketches, etc. by tele¬ 
phone line or radio on exis¬ 
ting speech circuits. This 
equipment is expected to fill 
an existing need in the 


armed forces, border security 
force, police administra¬ 
tions, bank and large busi¬ 
ness houses. 

The other projects which 
are being processed by 
UPEC arc: 

1. Low-cost radio receivers 
for the rural customers. 

2. A variety of electronic 
components such as tantalum, 
pallet capacitors, nickel-cad¬ 
mium batteries, hybrid IC 
modules, etc. 

3. Power electronic equip¬ 
ment. 

4. Mini-computers, 

To assist and encourage 
entrepreneurs, UPEC now 
offers total service from 
conception to commissioning. 
In functional estates, it also 
offeres a package programme 
known as the "Multiple As¬ 
sistance Plan’. The areas 
covered are product identi¬ 
fication, project profiles, 
market surveys. feasibility 
studies, detailed project 


MATERIAL 
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reports, location surveys, 
finalization of product-mix, 
development of prototypes 
and R & D assistance, pro¬ 
duction, de-bugging and cali¬ 
bration of test equipment, 
assistance in organising quali¬ 
ty assurance, marketing 
and sub-contracting, raw 
materials, financial assistance, 
arrangement for land and 
factory sites, water and elec¬ 
tricity, licensing and recruit¬ 
ment of technical personnel 1 
and foreign collaboration 
wherever desirable and per¬ 
mitted. 

The UPEC will work in 
close coordination with 
other public sector under¬ 
takings and arrange for the 
following facilities being 
made available to the new 
projects. 

(0 Sales-tax Loan 

An interest-free loan equi¬ 
valent to the amount of sales- 
taxpaid on the sales of the 
finished products manufac¬ 
tured and sold within the 
state for the first five years 
in the backward districts. 
The period of repayment will 
be 12 years in the backward 


districts and 10 years in 
others. 

(//) Term Loans 

For periods 'ranging from 
seven to 12 years, to be extended 
upto 15 years in the backward 
areas. 

(mi) Credit Guarentee 

Upto rupees even lakhs, 

(iv) Underwriting of shares 

(v) Provision of finance 
to small industries. 

(vi) Capital subsidy for 
industries in six districts of 
Almora, Rae Bareli, Faizabad, 
Basti, Ballia, and Jhansi. 

(vii) Special electricity ta¬ 
riff and exemption from electri¬ 
city duty. 

(viii) Octroi duty concession. 

(ix) Price preference by 
state government. 

(x) Help in procurement 
of raw materials. 

(xi) Export and import 
assistance to small industries. 

To create the necessary 
infrastructure for the growth 
of electronics, a number of 
industrial estates are being 
set up as follows:— 

(i) Electronics Functional 
Estate , ( Panki ) Kanpur: Close 
to the Industrial Area of 
Panki and the Indian Explo 


sives Ltd., the area earmarked 
for the Electronics Industrial 
Estate is now bustling with 
activity. The building of 
the Electronics Testing and 
Development Centre is com¬ 
ing up fast. The construction 
of sheds for factories has 
started and nearly 50 factories 
will come up in this area. 
The Electronics Testing and 
Development Centre, with its 
wide-ranging services, will form 
the nucleus of the functional 
Estate. For this centre, a 
grant of Rs 25 lakhs has 
been made by the Electronics 
Commission, government of 
India, and the cost of the 
building and recurring expen¬ 
ses would be met by the gov¬ 
ernment of Uttar Pradesh. 

(//) Electronics Ancillary 
Estate , Rae Bareli : The Rae 
Bareli unit of the Indian 
Telephone Industries Ltd will 
soon be going into produc¬ 
tion of stronger type switch¬ 
ing equipment to be supplied 
to the Posts & Telegraphs 
Department as the first phase 
of its production programme. 
Necessary land has been 
developed opposite the ITl 
factory where UPEC would 


set up an ancillary cstaet 
for ITI Ltd as soon as the 
production programmo of m 
Ltd is finalised and the re¬ 
quirements of ancillary items 
are identified. 

(Hi) Monerco Industrial 
Estate , Allahabad : Motilal 
Nehru Regional Engineering 
College, Allahabad, has taken 
the initiative in starting an 
industrial estate in its campus, 
A number of ancillary units 
for ITI Naini have already 
come up in the estate, and 
a number of industrial $heds 
have been earmarked for elec¬ 
tronic industries. 

In addition, the industrial 
estate at Sikandrabad in 
district fiulandshahr is coming 
up fast and there are expan¬ 
sion plans at Lucknow, Rae 
Bareli and Ghaziabad. 

Industrial estates are also 
being proposed at Varanasi, 
Agra and Jhansi. 

Considerable development 
or electronic industry has 
already taken place at Ghazia¬ 
bad. In other areas of the 
slate, the UPEC will, I am 
confident, be able to play a 
significant role in speeding 
up the growth of electronics. 



PLAN YOUR TRIP TO 

Religious places like Kedarnath, Badrinath, Gangotri & Yamunotri (Package tours available). 


See the beauty of nature in Valley of flowers, Mussoorie, Dehradun, Chakrata, Almora, Ranikhet, 
Nainital, Rishikesh etc. (Local conducted tour in Mussoorie available). 

Enjoy the Wild Animals roaming in Corbett National Park (the facility of package tour also available). 
For details please contact : 

“Assistant Director of Tourism, 

Chandralok Building, 

36, Janpath, New Delhi. 

Phone No. 42949. 




Regional Tourist Officer, 
Tourist Bureau, 
Pauri-Garhwal, 

Ph. No. 41. 

Regional Tourist Officer, 
Tourist Bureau, 

The Mall, Nainital. 

Ph. No. 40. 


Regional Tourist Officer, 
Tourist Bureau, 

The Mall, Mussoorie. 

Ph. No. 663. 

Regional Tourist Officer, 
Tourist Bureau, 

Lalta Rao Bridge, 
Haridwar. Ph. No. 19, 
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Projects of Indo-Soviet economic cooperation 

V. L. KORNEEV 


The peoples of India and the 
Soviet Union celebrated the 
fourth anniversary of the sig¬ 
ning of the 1971 Treaty of 
Peace, Friendship and Coope¬ 
ration on August 9, which laid 
a solid foundation for the fur¬ 
ther development of political 
and economic relations bet¬ 
ween the two countries. 

Indo-Soviet economic coope¬ 
ration has successfully deve¬ 
loped duuring the past 20 
years, since the first eco¬ 
nomic agreement was signed 
on February 2, 1955 for the 
construction of Bhilai Steel 
Plant. Until now this coope¬ 
ration has grown both in 
magnitude and sophistication. 
As a result over 70 indust¬ 
rial and other projects have 
been built or are being built 
in India with Soviet assistance, 
thus helping the steady growth 
of the public sector. 

These projects not only 
comprise the basic industries 
such as ferrous and non-fer¬ 
rous matallurgy, machine 
building, oil extraction and 
refining, power generation and 
power equipments, coal mines, 
drugs and pharmaceuticals and 
precision instruments, hut also 
scientific institutions where 
India's scientific and technical 
cadres are being trained. 

Important Position 

The largest state of India— 
Uttar Pradesh occupies an 
important place in the total 
context of Indo-Soviet eco¬ 
nomic cooperation. Suffice it 
to remember some of the pro¬ 
jects of cooperation in this state 
such as the Heavy Electrical 
Equipment Plant in Hardwar, 
Antibiotics Plant in Kishi- 
kesh. 

The agreement between 
India and the Soviet Union on 
the construction of the Hard- 
war Heavy Electrical Equip- 
* ment Plant was signed on 
February 12, I960. The plant 
was officially inaugurated on 
January 3, 1967. 

South-East Asia’s biggest 
plant for manufacturing heavy 
electrical equipment at Hard- 
war is making substantial 


contribution to the develop¬ 
ment of power engineering in 
India. In the beginning the 
plant manufactured 100,000 
kilowatt turbines for power 
stations. Production has now 
been started of 200,000-kilo¬ 
watt turbines and of a wide 
range of electric motors* 
Indian-made parts are increas¬ 
ingly replacing those delivered 
by the Soviet Union, which is 
evidence of the progress made 
by the county. The plant will 
eventually manufacture an¬ 
nually turbines with the total 
output of 2.7 million kilowatts. 
These will include steam tur¬ 
bines with generators and hy¬ 
draulic turbines with genera¬ 
tors. 

Power Output 

According to the Draft of 
the fifth five-year Plan (1974/ 
1975-1978/1979) the country's 
power stations are to double 
their output reaching 40 
million kilowatts. That means 
that the Heavy Electrical 
Equipment Plant at Hardwar 
working at full production 
capacity will be able to contri¬ 
bute three-fifths of the annual 
increase in power output. At 
present, the plant's production 
accounts for 60 per cent of 
heavy-elect rical engineering 
machinery (turbines and hy¬ 
draulic machines) manufac¬ 
tured in the country. Apart 
from turbines and generators, 
the Hardwar plant will manu¬ 
facture large and medium size 
AC and DC electric motors 
with a total rating of 515,000 
kilowatts. 

The production of such 
heavy electrical equipments, 
besides giving employment to 
nearly 10,000 people in the 
plant itself, has led to the 
establishment of a number of 
ancillary industries. The HELP 
will receive annually 200,000 
tonnes of materials, of which 
iron, steel, copper and insula¬ 
ting materials will be the main 
items. To meet the require¬ 
ments of alloy steel castings 
and forgings of required 
specifications for the manu¬ 
facture of turbines and gene¬ 
rators, a foundry forge plant 
is being set up at Hardwar at 


a cost of Rs 25 crorcs. It 
will give employment to nearly 
3,000 persons. 

On December 4, 1973, a 
big rally was held in Hardwar 
to mark the completion of the 
tests of the country’s first 
200,000-kilowatt electrical tur¬ 
bine. Addressing the rally 
prime minister Indira Gandhi 
said that she was happy to see 
that man-made miracle which 
marked a major victory in the 
solution of the most important 
problems facing the country— 
elimination of poverty and 
unemployment, achieving eco¬ 
nomic independence and self- 
reliance. 

In India's quest for oil the 
major role is being played by 
the Oil and Natural Gas 
Commission (ONGC) with 
headquarters at DchraDun. 

The commission whose ex¬ 
perts arc now prospecting for 
oil both in India and abroad 
was also set up with Soviet 
assistance. Under the super¬ 
vision of Soviet scientists, 
engineers and foremen over 
8000 Indians have been (rained 
in the complex science of oil 
prospecting and extraction. 
Today, the ONGC has at its 
disposal skilled manpower, 
research and design institutes, 
training establishments and 
production boards. 

Oil Institute 

A major wing of ONGC is 
the Hind Oil Design Institute 
at Dchra Dun. This institute 
has also’ been set with the 
Soviet assistance. 

Until now 33 viable oil and 
gas fields have been discovered 
with Soviet assistance in India, 
Today the ONGC's output of 
oil exceeds four million tonnes 
(over 50 per cent of domestic 
extraction). The ONGC in all 
the years of its operation has 
produced about 40 million 
tonnes of oil, saving consider¬ 
able foreign exchange for the 
country. 

Currently, the ONGC is 
implementing the technical 
and economic report, jointly 
prepared by Indian and Soviet 
specialists on the development 


of the oil industry for a period 
of 10 years. 

Under an inter-govern¬ 
mental protocol signed in July 
1973, the Soviet Union is to 
provide assistance to set up 
India’s largest refinery of 
six million tonne capacity at 
Mathura. The foundation-stone 
of oil refinery at Mathura— 
which will be India's biggest oil 
refinery—was laid on October 
2, 1973, by the prime minister, 
Mrs Indira Gandhi. 

Mathura Rtfinary 

The Mathura refinery is to 
be commissioned by 1978. It 
will have a capacity of six 
million tonnes and by the end 
of the fifth Plan will meet 
about one-seventh of the 
country's total requirements 
of petroleum products. 

The Mathura refinery would 
bring benefits not only to 
the state of Uttar Pradesh but 
also to Haryana and Punjab 
especially in the field of agri¬ 
culture. 

When the fertiliser unit and 
the petrochemical complex are 
added to this refinery. Mathura 
will become a major industrial 
centre of western Uttar Pra¬ 
desh. Apart from providing 
naphtha to the two existing 
fertiliser plants, the refinery 
will also feed the proposed 
fertiliser plants to be establi¬ 
shed in the neighbouring 
stales, giving a big boost to 
the agriculture of the whole 
northern region. The refinery 
is also expected to boost the 
growth of many ancillary indu¬ 
stries m the region, such as 
artificial rubber, plastics, terene 
yarn and other items. 

The Soviet specialists have 
submitted the feasibility report 
of Mathura refinery and the 
government of India has 
approved it. At the moment 
the Indian technicians are 
studying the Soviet proposals 
for the supply of equipments 
and specialist for the project. 

A distinguishing feature of 
Soviet-lndian cooperation in 
the designing and building of a 
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plant in Mathura is that Indian 
organisations and the enter¬ 
prises of the state sector take 
greater part in it as compared 
with Barauni and Koyali refi¬ 
neries which had been built 
with Soviet assistance earlier. 
Particularly, the Indian tech¬ 
nicians have done a consider¬ 
able part of designing work. 
For example, the designing of 
the refinery was being con¬ 
ducted simultaneously in the 
USSR and in India. As Soviet 
specialists emphasise, this fact 
shows that in the process of 
cooperation with the Soviet 
Union, India is acquiring 
greater experience in designing 
modern industrial enterprises. 

The Rishikesh Antibiotics 
Project is one of the projects 
of the Indian Drugs and 
Pharmaceuticals Limited es¬ 
tablished in the country under 
the Indo-Soviet trade agree¬ 
ment signed between the 
governments of the two count¬ 
ries in May 1959. The con¬ 
struction commenced on May 
17, 1963. The project area 
extends over 900 acres of land. 
This biggest antibiotics plant 


of India, and probably the 
biggest in Asia, was commis¬ 
sioned on May 29, 1967. 

The plant produces five 
antibiotics—Pencillin, Strepto¬ 
mycin, Tetracycline, Oxytetra- 
cycline, and! Nistatin. As to 
the uses of these drugs it need 
only be pointed out that these 
arc broad-spectrum antibiotics, 
which are used to treat a large 
number of the diseases such 
as pneumonia, scarlet fever, 
diphtherea, gangrene, tetanus, 
tuberculosis, respiratory in¬ 
fections, etc. 

The plant, which has stea¬ 
dily expanded its production 
at the rate of 11.14 per cent 
per year, now meets 35 per 
cent of the country’s demand 
for bulk drugs. The manu¬ 
facture of antibiotics requires 
no less than 70 different kinds 
of raw materials. 

During the fifth Plan 
period, the capacity of the 
plant will be raised by another 
171 tonnes. This would mean 
adding two or three more units. 
The expansion programme will 
mean an addition of 15 new 


synthetic drugs and eight new 
antibiotics to its product-mix. 

This will enable this plant 
together with other two plants 
—Synthetic Drugs Plant in 
Hyderabad and Surgical In¬ 
struments Plant in Madras 
(both built with the Soviet 
assistance)—to strengthen the 
hold of public sector in the 
Indian medical and pharma¬ 
ceutical industry. 

Recent years have witnessed 
a tremendous rise, partly due 
to the escalation of oil prices, 
in the importance of coal 
industry. 

India has huge deposit of 
coal, estimated at 130,000 
million tons. The nationalisa¬ 
tion of most of the coalmines 
and the boosting of the fuel 
industry were important steps 
taken by the government in 
industrialising the country. 
The nationalised coalmines 
opened the way for their 
modernisation and the planned 
development of coal deposits 
in keeping with the country’s 
requirements. Plans are to 
raise Indian coal output in 


the next 5 to 6 years from 76 
to 135 million tons. 

The realisation of this task 
will call for construction of 
new enterprises and moderni¬ 
sation of a large number of 
existing mines and opencuts. 

In accordance with the con¬ 
tract signed during 1974, a 
group of Soviet designers 
visited India. They helped the 
design institute in Ranchi to 
prepare a cost and feasibility 
report on coal extraction for 
the power industry from the 
Singrauli fields and to choose 
sites for building two opencuts 
here with Soviet technical aid. 

Thus, in the Singrauli fields 
which arc partly located in 
Uttar Pradesh favourable for 
open-pit mining, nine new 
large opencuts are to be built 
with annual capacity of 72 
million tons. And to meet 
the growing needs of the 
Indian economy, the Jingurda 
opencut is to be reconstructed 
in the immediate future with a 
view to raising its capacity 
from 1.8 to three million tons. 
Construction will soon begin 
of six new open pits. Of these 
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DESPITE A WIDE CAP BETWEEN POWER DEMAND AND AVAILABILITY 

THE U. P. STATE ELECTRICITY BOARD 

ARE 

ENDEAVOURING TO MAINTAIN AND MAXIMISE SUPPLY 
TO AS MANY AS 13 LAKHS CONSUMERS 
AND 

THIS IS HOW WE PLAN TO SERVE YOU : 


Achievement by the Anticipated Achicve- 
end of fourth Plan ment by the end 
of Fifth Plan 

(31-3-1974) (31-3-1979) 


Installed Generation Capacity (MW) 
Thermal 
Hydcl 


Transmission Lines (CKT. KMS.) 

66 kV & above 
Below 66 kV 

Electrification of Villages (Nos.) 

Electrification of Harijan Baslis (Nos.) 

Energisation of Private-Tubewells/Pumping Sets (Nos.) 
Energisation of State Tubewells (Nos.) 

Number of Consumers (Nos.) 


1,074 

600 


2,752 

1,418 


1,674 

4,170 

9,91! 

15,560 

1,79,300 

2,39,800 

29,765 


5.960 


2,16,446 


12,215 

22,215 

12.97,156 

18,00,000 


Released by the U.P. State Electricity Board, ‘Shakti Bhawan’, Lucknow. 
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the Bitrn pit with an annual 
capacity of 4.S million tons ha* 
already been designed. In the 
same area auto repair workshops 
are to be built, and a 45-kilo¬ 
metre railway line is to be laid. 

Already the feasibility report 
for the complex development 
of the Stngrauii deposits, has 
been prepared. The immediate 
plan is to develop open-cast 


mines here up to a capacity of 
10 million tonnes with Soviet 
assistance. Hie coal from 
the Singrauli fields will go 
mainly to Obra Thermal Power 
Station which is another pro¬ 
ject of Indo-Soviet economic 
cooperation in Uttar Pradesh. 

The implementation of this 
project has provided employ¬ 
ment to about 10,000 persons 


of various categories, such as 
engineers, technicians, skilled 
and unskilled workers. 

As a result of the sub¬ 
stantial increase in the avail¬ 
ability of power in this region, 
two cement factories and an 
aluminium plant have been 
set up in Minapur alone. 

Among other projects of 
Indo-Soviet economic coope¬ 


ration in this state Loni tree 
tor plant is worth mentioning- 
The project report for the 
plant was drawn up by the 
experts of the Kharokov Cent¬ 
ral Institute of Designing for 
Tractor and Farm Machinery 
Enterprises of the USSR. On 
achieving its full capacity the 
plant will produce 10,000 
tractors per year. 


Gorakhpur fertilizer factory 


SURENDRA CHANDRA 


With a view to meeting the ur¬ 
gent need for economic deve¬ 
lopment through substantial 
increase in agricultural pro¬ 
duction and further provide 
a stimulus for industrial and 
economic growth in an 
area with high population 
concentration and a very low 
level of industrialisation, the 
establishment of a fertilizer 
factory in Uttar Pradesh was 
conceived. To meet this re¬ 
quirement the government of 
India appointed a Fertilizer 
Technical Committee for 
selecting the site in early 1960. 
The committee recommended 
the setting up of this factory 
at Gorakhpur. 

In determining the location 
of the factory at Gorakhpur, 
the deciding factors were: 

(i) Cost of production was 
to be low; 

(ii) Gorakhpur lay in the 
centre of a large underdevelop¬ 
ed area, and setting up a 
factory would provide the 
necessary nucleus for develop¬ 
ment; 

(iii) Location of Gorakhpur 
was considered ideal for the 
distribution of fertilizers 
throughout the area covered 
by the metre-gauge railway. 

Momentous Task 

The government of India 
accepted the recommendations 
of the Fertilizer Technical 
Committee and after negotiating 
with the government of Japan 
fbr the availability of yen 
credit for the import of plant 
and mechinery, entrusted the 
Fertilizer Corporation of India 
Limited (FCI) in April 1961 
with the momentous task of 
establishing a fertilizer factory 


at Gorakhpur with an annual 
capacity of 80,000 tonnes of 
nitrogen (1,74,000 tonnes of 
urea). 

The industrial licence was 
granted in October 1961. 
Foreign exchange was made 
available out of the yen credit 
in July 1963. Contract for 
design, engineering and sup¬ 
ply of ammonia and urea plants 
was awarded to M/s Toyo 
Engineering Corporation, a 
consortium of six major 
Japanese firms, in August 1963. 
This Japanese corporation 
supplied the steam generation 
plant, main electric sub-stat¬ 
ion, earth moving machinery, 
cables and other accessories 
as well. 

Raw Wafer Supply 

The planning & Develop¬ 
ment Division of the Fertilizer 
Corporation of India Ltd did 
the designing and engineering 
work for the raw-water supply, 
bagging plant, silo machinery, 
cooling towers and piping 
yard. 

Capital outlay for the pro¬ 
ject was of the order of Rs 35 
crores with a foreign exchange 
component of Rs 14.4 crores. 

Piling work for the factory 
started in January 1965 and 
the civil works in September 
1963. Erection, testing and 
commissioning were complet¬ 
ed in April 1968. After suc¬ 
cessful completion of the trial 
runs the factory went into 
commercial production in 
January 1969. The factory 
attained its full rated capacity 
during the very first year of 
ifs going into production. 

The requirements of raw 
materials and other important 


articles for the plant arc as 
under: 

Naphtha 90,000 tonnes per 
annum 

Coal 80,000 tonnes per 
annum 

Water 10 million gal¬ 

lons per day 

Electricity 36 Mega Watts 

Steam 40 Kg/cm 3 

(capacity of 
each boiler 
having NCR 
of 45 tonnes/ 
hr. 

Bags 35.00,000 per 

annum 

Naphtha is procured from 
the Barauni refinery of the 
Indian Refineries Limited and 
is transported to the site by 
tank wagons while coal is ob¬ 
tained from the Jharia Coal 
Fields in Bihar. 

The nearby Chilwa Tal 
meets the requirement of raw 
water for the factory. Five 
additional tubewclls serve as 
stand-by specially to tide over 
the requirement of water in 
lean months. Power require¬ 
ments arc fulfilled by the UP. 
State Electricity Board from 
their Riband Hydel Power 
Grid. 

Main Plants 

The factory consists of the 
following main plants : 

(1) Ammonia Plant with a 
rated capacity of 350 tonnes 
per day. The process selected 
is by far the most modern and 
economical one and is based 
on naphtha feedstock. It otfers 
flexibility in utilisation of feed¬ 
stocks. The complete plant is 
laid out in two streams. 

(2) Gasification Plant works 
on Shell's partial oxidation 


process and operates at a 
pressure of 31 atmospheres 
and 1400°C. After atomisa¬ 
tion of naphtha in reactors it 
combines with steam and 
preheated oxygen in a spec- 
fied ratio for the production 
of crude gas wbich mainly 
consists of carbon monoxide, 
hydrogen and carbondioxide 
with small quantities of nitro¬ 
gen, methane and carbon 
soot. After separation of 
carbon the crude gas goes 
to CO conversion section. 
Iron based catalyst in the 
conventional high temperature 
shift convertor oxidises the 
carbon monoxide to carbon- 
dioxide through a reaction with 
steam producing additional 
quantities of hydrogen. 

Regenerated Solutions 

Carbon dioxide is then 
removed by scrubbing with 
hot potash solution followed 
by ME A wash and caustic 
wash. These solutions arc 
regenerated and recycled liber¬ 
ating the carbon dioxide which 
is sent to the urea plant. 
Carbon monoxide and methane 
in the purified gas arc removed 
in the liquid nitrogen wash unit 
at—190X and pure hydro¬ 
gen and nitrogen in the ratio 
of 3:1 are obtained. Nitrogen 
for the nitrogen wash unit is 
supplied by an Air Separa¬ 
tion Unit. 

(3) Ammonia is synthesis¬ 
ed in the conventional CCC 
type convertor at a pressure of 
350 atmospheres and 500°C. 
The gases are passed through 
a waste heat boiler for heat 
recovery. Liquid Ammonia is 
separated from unreacted gas 
by means of water cooling fol¬ 
lowed by refrigeration. Liquid 


up supplement 


xxvii 


SEPTEMBER 26, 1975 



ammonia is weighed and sent 
to Urea Plant. 

(4) The Urea Plant has 
a capacity of 543 tonnes 
per day and is based on Toyo 
Koatsu complete recycle pro¬ 
cess. which is unique in the 
sense that urea is crystalised, 
remelted and then prilled, 
resulting in hard urea prills 
with low moisture and biuret 
content and with good keeping 
qualities. The complete plant 
up to synthesis is laid out in 
four streams and the rest of it 
in two streams. 

Urea synthesis takes 
place at a temperature of 
185°C and at a pressure of 
235 Kg/Cm 9 . Urea solution 
obtained in the process is 
crystalizcd and the crystals 
removed in a centrifuge. The 
crystals so obtained are remel¬ 
ted and prilled in a prilling 
tower. The product is col¬ 
lected in the silo or sent 
directly to the bagging section 
where weighed quantities of 
the material arc packed in 
50 kg bags. Capacity of the 
silo is 35,000 tonnes. 

Production of urea attain¬ 


ed during the preceding years 
was as follows: 


year 

%of the installed 
capacity 

1969-70 

90.80 

1970-71 

84.65 

1971-72 

94.82 

1972-73 

86.5 

1973-74 

80.17 

1974-75 

90.92 


Performance of this factory 
has been exceptionally good 
and constant efforts for im¬ 
provement in production and 
operating efficiency have met 
with success. Loss in production 
and at times lower operating 
efficiencies have been experien¬ 
ced due to power cut, power 
failures and voltage dips in 
the supply of power by UP 
Electricity Board. It has 
now been decided to install 
two generating units of 125 
MW each at a cost of Rs 
3.50 crores to minimise losses 
on above counts. 

In pursuance of the recom¬ 
mendations of the World 
Bank Commission, a program¬ 


me of expansion of the 
Gorakhpur Unit is under 
implementation. The expan¬ 
sion is designed to increase 
the production of ammonia 
from 350 to 570 tonnes per 
day, and that of urea from the 
present 543 to 952 tonnes. 
Capital outlay for the expan¬ 
sion project is of the order 
ofRs 18 crores out of which 
World Bank is providing 
$10 million mainly to cover the 
payments in foreign exchange. 
Rest of the finances are 
being made available by the 
government of India. Under 
the scheme M/s Toyo Engi¬ 
neering Corporation of Japan 
has supplied the basic design 
but the detailed engineering 
has been done by the Plan¬ 
ning & Development Division 
of the FCI. But for the 
items of proprietory nature 
being supplied by M/s Toyo 
Engineering Corporation rest 
of the procurement has been 
made either through inter¬ 
national competitive bids or 
through indigenous sources. 

Earth work, RCC in buil¬ 
ding foundation and floors, 


structural fabrication, mecha¬ 
nical erection in the Ammo¬ 
nia Synthesis and hyper 
booster section, Urea Plant 
and cooling tower have been 
completed hundred per cent. 
Work of laying underground 
piping is also complete. Other 
items such as overhead C.$. 
piping, cabling, erection of 
instrument panels, cold insu¬ 
lation, vessels, tanks, towers 
etc. are also nearing comple¬ 
tion. 

The air compressor for 
ASU was commissioned on 
May 30, 1975 while thr urea 
cooling lower started work¬ 
ing in the middle of June. 
Co, Booster for Urea Plant 
has started working and 
condensers for refrigeration 
section have been taken in 
line. Shifting of all existing 
machinery from old to new 
supply line has been comple¬ 
ted and commissioned. 

A work force of 1064 
officers and men is devoted 
to the completion of pro¬ 
ject within the stipulated 
period putting it to produc¬ 
tion in October 1975. Thecom- 


U.P. AGRO HELPS BRING YOU PROSPERITY BY... 

** Turning Green Revolution into a reality by supplying improved Agricultural implements; Threshers of different H.P. 
Cultivators, Disc-harrows & Disc ploughs with imported discs, Sced-cum-Fertilizer drills (power-driven) Grain Storage 
Bins; Olpad Threshers and power Tillers, Trollies with carrying capacity of 3-5 tons load are renowned for quality and 
material used. 

** Helping to increase cattle wealth and make the White Revolution come true by manufacturing balanced cattle, sheep, 
poultry and Chick feeds of high quality and nutrition. 

** Selling fertilisers and pesticides and also assisting the cultivators to fetch crop loans from the banks. 

** Distributing renowned Tractors of foreign make to the farmers. 

** Manufacturing spare parts of Zetor tractors using high carbon steel which are as good as imported spare parts. 

** Selling imported spare parts of Zetor, Romanian and T-25 tractors to genuine cultivators after ascertaining their need. 

** Taking up the revolutionary work of Tractor Renovation. 

** Custom Hiring work of ploughing the land of cultivators and also threshing their grains. 

** Harvesting large fields with Combine Harvester and Reaper Binder. 

Manufacturing quality canned and bottled fruits and vegitable products. Real hot and pure spices. Tasty Masalas made 
under hygienic conditions. 

Manufacturing full and half packing cases for sale of fruits. 

Launching the Self-employment scheme for unemployed agricultural and engineering graduates to assist them achieve 
economic self-reliance by financing them to establish Agro Service Centres. 

For further details please contact : 

SECRETARY, U. P. STATE AGRO INDUSTRIAL CORPORATION LIMITED, 

22, Vldhan Sabha Marg, LUCKNOW. 
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completion of the project will 
be achieved within the stipu¬ 
lated period i.e. by October, 
1975. 

The expansion scheme is 
basically meant to utilize the 
idle capacity of standby equip¬ 
ments and machinery that 
were available in the existing 
plant. Certain hurdles beyond 
the control of the manage¬ 
ment came in the way of the 
progress of the expansion pro¬ 


gramme but not much harm 
was allowed to be done due 
to incessant efforts put in by 
all concerned. These odds 
were in the nature of heavy 
monsoon in 1974, bottlenecks 
in the movement of heavy 
consignments by rail, sudden 
price hike in machinery due 
to international energy crises 
and the resultant delay in 
delivery of the imported 
equipment. 


The Unit employs about 
2200 persons with facilities 
of modern housing, a well 
equipped hospital, primary, 
KG and Higher Secondary 
schools, sports grounds, clubs 
and recreational centres. 

Achievement in the fields 
of personal safety of the 
workers has been widely 
acclaimed with the winning of 
the National Safety Award 


for three consecutive years 
from the Directorate General 
of Factory Advice Service 
and Labour and Rehabilita¬ 
tion. Awards of Honour and 
merit from National Safety 
Council of America have 
also been annexed. 

With all this the Gorakh¬ 
pur unit promises ever-increa¬ 
sing and all round service to 
the agriculturists of Uttar 
Pradesh and parts of Bihar. 


IFFCO’s Phulpur project 


R. N. GUPTA 


Phulpur, with a production 
capacitity of half a million 
tonnes of urea, may well prove 
to be the first and the largest 
fertiliser project on the pro¬ 
duction line in the fifth five- 
year Plan. The project, the 
foundation-stone of which was 
laid'by the Prime Minister, 
Mrs Indira Gandhi, on January 
16, 1974 has entered the 

implementation stage and may 
be on stream in 1978. 

The UP government has 
already issued a gazette noti¬ 
fication for the acquisition of 
700 acres of privately owned 
land falling within IFFCO’s 
project site. Physical posses¬ 
sion of this land has been 
taken over. The land survey 
and under-ground water in¬ 
vestigations have been com¬ 
pleted. An exploratory tube- 
well is being dug. Phulpur 
power sub-station has been 
strengthened. 

Technical Evaluation 

The technical and commer¬ 
cial evaluation of the project 
was completed in March. 
Engineering proposals for pro¬ 
ject implementation have been 
finalised and contracts will 
soon be awarded. In respect 
of equipment required to be 
imported, global tenders are 
being issued very soon. 

The project is estimated to 
cost Rs 180 to 190 crores, at 
the present price level, though 
every attempt is being made 
to bring it down to about 
Rs 150 crores. 

To meet the entire foreign 
exchange cost of the project, 
the World Bank has already 


sanctioned a loan of s 10) 
million (about Rs 85 crores). 
The cooperative societies in 
participating states are expec¬ 
ted to contribute Rs 22 crores. 
The government of India may 
subscribe another Rs 40 
crores. The rest of the capital 
requirements of the project 
are to be met from loans by a 
consortium of Indian financing 
institutions including banks. 

New Feedstock 

It was originally planned 
to use fuel oil as feedstock for 
the project. In view of the 
easing of naphtha availability, 
the government has agreed to 
naphtha replacing fuel oil as 
feedstock. This will result in 
considerable saving on invest¬ 
ment for technical reasons. 

Phulpur was selected as a 
suitable site for the location 
of IFFCO's third fertiliser 
plant since it is centrally situa¬ 
ted to serve the eastern districts 
of UP, as well as the neigh¬ 
bouring states of MP and 
Bihar which face greater scar¬ 
city of fertiliser as compared 
to other states. From the 
point of view of the transport 
of the raw-material and the 
finished product also, Phul¬ 
pur is well-situated on the 
AlJahabad-Jaunpur broad 
gauge, and can also be served 
by. the nearby metre gauge 
stations of Saidabad or 
Handia. Rail transport could 
be supplemented by the fine 
infrastructure of roads avail¬ 
able in the area including the 
G T Road at Jhusi. 

By the time the Phulpur 
plant comes on stream, the 


total availability of chemical 
fertilisers in India, from 
1FFCO and the other exsiting 
plants, including those in 
various stages of implementa¬ 
tion is likely to reach five 
million tonnes. Though India 
would still be short of chemi¬ 
cal fertilisers, from the point 
of view of the potential 
demand of nutrients for agri¬ 
culture, she would by 1978 be 
saving more than Rs 400 
crores in terms of foreign 
exchange. 

By mobilising, for its two 
existing plants at Kalol and 
Kandla, more than Rs 10 
crores as paid-up share capital 
from small farmers through 
their cooperatives, and hoping 
to collect another Rs 22 
crores for its new plant at 
Phulpur, 1FFCO has pioneered 
the way for the entry of coope¬ 
ratives into the field of a capi¬ 
tal intensive basic industry. 

Blazing the Trail 

This may well blaze the trail 
for their entry into other farm- 
oriented industries such as 
manufacture of tractors, irri¬ 
gation pumps, diesel engines, 
agricultural implements, pesti¬ 
cides, chemicals, rice and dal 
mills, oil extraction plants, 
ginning mills etc. 

IFFCO stands apart as a 
distinctive unit compared to 
other fertiliser factories in the 
private or public sectors. It is 
owned by farmers who arc 
the users of fertilisers and the 
distribution of its products is 
handled solely by the cooper¬ 
atives of ten states, which are 


its shareholders, in proportion 
to their paid-up share capital. 

As distinct from private 
companies whose primary aim 
is profit m ilking, I FFCO first 
believes in discharging its 
social obligation of helping the 
farmers in adopting impro¬ 
ved agricultural technology 
through balanced fertilisation. 

Extension of Edueation 

For the same reason, it has 
been laying utmost stress, 
from the very beginning, on 
extension education. It has a 
field force of about 200 highly 
trained and motivated agri¬ 
cultural graduates who operate 
at the grass roots in 85 selected 
districts out of a total of 242 
districts in its ten shereholding 
states. The selection of dis¬ 
tricts has been made on the 
basis of their fertiliser con¬ 
sumption potential and the 
adequacy of supporting coope¬ 
rative structure in them. 

1FFCO is managed by a 
board of directors assisted by 
a team of professional mana¬ 
gers. The managing director 
is the chief executive of the 
society. I FFCO has a repre¬ 
sentative general body where¬ 
in member societies holding 
shares of Rs l lakh or more 
are directly represented while 
the rest of the societies are 
grouped in suitable consti¬ 
tuencies to elect a delegate 
each per 200 societies. There 
are 112 such constituencies. 
The representative general 
body thus has 443 delegates. 

I FFCO has emerged as a 
major fertiliser producer in 
the current year. During about 
three months of its working 
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in this cooperative year, it has 
already produced about 60,000 
tonnes of Ammonia, 56,000 
tonnes of Urea and 62,000 
tonnes of NPK & NP. When 
in full production, it will pro¬ 
duce 0.8 million tonnes of 
products per annum. Distri¬ 
bution of IFFCO’s products 


has already started and kharif 
1975 will see the first extensive 
use of IFFCO fertilisers 
by the farmers. 

IFFCO has also taken the 
lead in supplying anhydrous 
ammonia in large quantities, 
totalling about 10,000 tonnes 
toother fertiliser units, such 


as Trombay. It has thus al¬ 
truistically tried to help its 
sister units in producing more 
fertilisers, thereby adding to 
agricultural production in the 
country, as a whole. 

IFFCO is also planning to 
set up during the fifth Plan 
a Phosphoric Acid plant at 


Kahdla to double its NPK 
production. 

IFFCO thus hopes to 
emerge as the crowning 
achievement of the cooperative 
sector and in the field of ferti¬ 
lisers as a balancing force 
between the public and private 
sectors. 


Modi Rubber: a qualify product 


An interview with Mr V. K. Modi, Director-in-charge, Modi Rubber Ltd. 


Question. Now that Modi Rub¬ 
ber has gone into production , 
will you kindly tell me what is 
your problem Number 111 
know all new projects face a 
number of problems but / am 
interested in knowing the one 
which is giving you at present 
the most trouble . 

Answer. As you know. Modi 
Rubber Limited has been set 
up to manufacture automobile 
tyres. This company has been 
set up in association with a 
foreign collaborator—a fore¬ 
ign multinational—which has 
extensive experience in this 
particular field. The k bulk of 
the tyres and tubes in our 
country is being produced in 
collaboration with foreign mul¬ 
tinationals such as Dunlop, 
Firestone, Ceat, etc. Even 
before Modi Rubber was laun¬ 
ched, the question .uppermost 
in our mind was: even if we 
start manufacturing, will wc 
be able to sell our products? 


Past experience showed that 
brand-consciousness was wide¬ 
ly prevalent in the market. We 
are in the first year of produc¬ 
tion and we are facing big pro¬ 
blems—the problems of pro¬ 
duction, cash flow, etc. We 
also have to face the problem 
of quality production and of 
setting up a marketing net¬ 
work. The very first year for 
Modi Rubber is a year of 
challenge. As we have not 
joined the cartel operating in 
tide country, we are engaged 
is the task of setting up our 
own xfiarketing arrangements, 
tbe other tyre companies did 
offer its the choice of joining 
fthe cartel. They offered us 
die existing channels of distri¬ 
bution. But we declined to 
pantiejpate In this cartel. We 


came to the conclusion that it 
was in the long-term interests 
of Modi Rubber not to take 
part in the cartel established 
by other tyre manufacturers, 
and Modi Rubber decided to 
sell its own. The performance 
during the last 7/8 months has 
been very encouraging, especi¬ 
al ly in relation to the quality 
of our products. Beside uti¬ 
lizing 70 per cent of our rated 
capacity, we have also been 
able to market quality pro¬ 
ducts. 

0. You touched upon the 
question of brand preference. 
Modi Rubber being a new en¬ 
trant , to create its own im¬ 
age or brand preference , how 
have you been able to give such 
a good performance , even in 
the first few months of your 
operation1 Modi Rubber was 
not even known a year earlier ; 
how were you able to manage 
the marketing of your product 
without the assistance of the 
well-established cartell Have 
you been able to build a new 
image of Modi Rubberl How 
did you attain this new imagel 
What steps did you take in or¬ 
der to attain itl 

A. We were convinced 
that we would be able 
to create a favourable image 
for Modi Rubber if we pro¬ 
duced a quality tyre-—a 
tyre which gives higher mile¬ 
age than the competing brands; 
the tyre should be able to give 
to the consumer better service 
at a cheaper price. 

Q. Have you received re¬ 
ports from the market that the 
operators who used your tyres 
were able to get better mileage 
than the competing brandsl 
Haw did you come to know that 
the quality of your products 


was better than that of the 
other manufacturers ? 

A. In the first place, while 
designing the plant, we had 
made an earnest effort to set 
up the most modern and sop¬ 
histicated plant. No effort was 
made to reduce the manpower 
to be utilized but wherever we 
found that a machinery for 
better performance was avail¬ 
able, we did not hesitate to go 
in for it. For example, in the 
case of our mixing department, 
whereas other manufacturers 
are currently feeding the com¬ 
pound ingredients manually, 
wc are making use of the most 
modern computerised feeding 
system for this operation. The 
objective is to get a product 
of consistent quality and not 
to reduce the manpower em¬ 
ployed. The improved quality 
of the compound has helped 
us in manufacturing a product 
of high quality. Thus we have 
laid stress on quality right 
from the beginning of the ope¬ 
rations. 


It means that quality con¬ 
sciousness had been built 
into the plant itself right from 
the beginning. At the same 
time stress was laid in string¬ 
ent quality control as well. 
The product was checked at 
each stage of processing. The 
defective pieces were rejected 
without any hesitation. In the 
case of defective production, 
the name of Modi Rubber was 
obliterated and the tyre was 
sold in the market at a much 
reduced price without any res¬ 
ponsibility to the manufac¬ 
turer. In a way it was being 
sold at the price of a scrapped 
tyre. 

We have also received hun¬ 
dreds of letters from the mar¬ 


ket, from the transport asso¬ 
ciations which have made use 
of these tyres. We have been 
told that Modi Rubber tyres 
have given to the operators 
20 to 25 per cent higher mile¬ 
age. Thus we made our first 
mark in producing a quality 
tyre. 

Surely, in making such a 
quality tyre we are forced to 
make certain sacrifices. Wc 
have tried to use the best qua¬ 
lity of rubber available. The 
quality testing starts right 
from the stage of buying the 
raw material, i e. rubber. We 
have a very selective group of 
suppliers of raw rubber. Even 
before its supply to the plant 
a very strict check is under¬ 
taken. We have also one of 
the best laboratories for this 
purpose. Then we also have 
special testing machines. These 
machines simulate road con¬ 
ditions and compare the per¬ 
formance of our products with 
those of our competitors. 

0. Do you have these faci¬ 
lities within the plantl 

A. This testing machine is 
in the plant and cost us five 
million rupees. The aim of 
procuring such a machine is 
to be able to market a quality 
product. Even in the designing 
of the factory we have taken 
care to use the most reliable 
and trustworthy materials. The 
factory is so well designed that 
no dust is allowed to enter the 
manufacturing plant. AH this 
precaution which we have 
taken has given us rich divi¬ 
dends in the sense that the 
quality of the product has been 
very good. 

We sent a contingent of 25 
engineers to the Federal Rc- 
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Rea! apples ! Juiced out 
for you Mohun's Gold 
Coin Rea! Apple Juice 
gives you all the fun you 
expect from a fruit 
Sip Gold Coin for taste, 
for pleasure, for health. 
There is nothing like it. 

So you will like it I 
Natural savoury flavour. 
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public of Gefmany for getting 
training in the manufacturing 
techniques. Thanks to the 
efforts put in by us and also 
by our engineers, we have 
been able to compete with the 
brands which held the market 
before we entered it. All our 
doubts have vanished. Before 
we started manufacturing tyres 
we were warned by our friends 
that we were entering a very 
difficult industry where expe¬ 
rienced manufacturers had a 
very tight hold on the market. 

Q. It is very interesting to 
know that you have taken care 
in acquiring the best possible 
and even costly machines in 
order to improve the quality of 
the product , but does it mean 
that the high cost of these 
equipments has in any w ay in - 
Hated the cost of manufacture ? 

A. Two things have hap¬ 
pened in recent years. First, 
this industry is heavily depen¬ 
dent upon imported machinery 
and equipment costing valu¬ 
able foreign exchange. Until 
recently machinery for tyres 
and tubes was not being made 
in our country; almost all the 


machinery had to be imported 
from abroad. Modi Rubber 
is the first factory which has 
come up in this country after 
an interval of twelve years. 

During these twelve years 
prices have risen both in this 
country and abroad. You 
know that last year prices in 
our country rose by as much 
as 30 per cent. A plant of the 
same capacity as Modi Rub¬ 
ber’s, i.c., a capacity of half 
a million tyres a year, used 
to cost twelve year ago some¬ 
thing like eight to nine crores 
of rupees. Our plant has cost 
us R$ 30 crores. 

In the interval, inter¬ 
est rates went up and 
therefore the cost of borrow¬ 
ing also rose sharply. Thus 
a new tyre company definitely 
faced heavy odds and was at 
a great disadvantage vis-a-vis 
the old units. We went ahead 
in the establishment of this 
plant because we had com¬ 
plete faith in the government 
of India which, we thought, 
would help us out if and when 
new problems came up. We 


were convinced that any delay 
in the establithment of the 
plant would further escalate 
its cost. Now we have repre¬ 
sented to the government that 
the cost of the plant had in¬ 
creased beyond our expecta¬ 
tions. We had asked for a 
concession to be able to com¬ 
pete with cheaper old 
plants which have already 
been highly derpeciated. 

Our objective is to 
at least obtain the mini¬ 
mum rate of return on 
capital employed. Our equity 
capital is Rs 8 crores. To¬ 
day, when interest rates have 
sharply moved up, the share¬ 
holders expect a rate of at 
least 12 per cent. It is encour¬ 
aging to note that the govern¬ 
ment’s thinking on this ques¬ 
tion has undergone a change 
in recent months. This was 
witnessed in the case of the 
cement industry where it ac¬ 
cepted a rate of return of 14.5 
per cent. Even if the tyre in¬ 
dustry was able to obtain 14.5 
per cent gross rate of return 
on capital employed, it would 
be considered to be reason¬ 
able. This was the problem 


Number 1 which the industry 
faced today. This In fact is 
the answer to your first ques¬ 
tion. This is one of the most 
serious problems facing the 
industry. 

If we are keen that new in¬ 
dustrial ventures should come 
up, if we are keen that Indian 
entrepreneurs should have the 
courage to set up new units, 
we will have to give them all 
possible assistance because 
their cost of setting up the 
plants is going up, even hig¬ 
her than that of ours. Every¬ 
one who is able to hasten v the 
establishment of his plant will 
be enjoying a small advantage 
over others who come later. 
Unless the government gives 
some fiscal or monetary ad¬ 
vantage to the new units, they 
may not be able to operate 
efficiently. 

Q. Will you define the 
type of fiscal or monetary in¬ 
centive which the government 
should give to new units ? 

A. There arc two ways oj 
giving fiscal and monetary in¬ 
centive to an industrial unit, 
either a relief in excise duties 







Or allowing higher prices for 
selling ^product. 

'.. Q r . Wife* the product is 
decontrolled, how does the ques* 
lion of fixing a higher price 
arise at alii 

A. Before the decontrol 
of this industry w^ had ap¬ 
proached the government and 
asked for a raise in the fixa¬ 
tion of the controlled price. 
Now that that situation has 
changed, the question of ask¬ 
ing for a monetary concession 
does not arise. Therefore we 
are now asking for a rebate in 
excise duty. Because of the 
recessionary trends in the 
economy it will not be possi¬ 
ble for Modi Rubber to com¬ 
pete on the price front. There 
is a very high ad valorem ex¬ 
cise duty on tyres* We have 
requested the government to 
scale down the excise duty in 
the case of the new units from 
55 per cent to 37.5 per cent 
of the first seven years of ope¬ 
rations. 

In the long run it will 
be beneficial to the govern¬ 
ment because it will facilitate 
the setting up of new units 


and, far from reducing the re¬ 
venue of the government, it 
will increase it We are not 
asking the government to 
scrap the excise duty; we are 
only urging it to reduce it from 
55 per cent to 37*5 per cent 
for a period of seven years. 

We have not requested the . 
government to scrap the excise 
duty on tyres. We have only 
asked to scale it down for 
seven years in favour of the 
new units. 

{?. Do you think # the 
relief which you have asked 
for seven years wit! be suffi¬ 
cient to make you competitive 
with the old units ? 

A. Yes. It will be suffi¬ 
cient to let us compete with 
the established units and 
also to have a return of 14.5 
per cent gross on capital 
employed. Please note that 
this is a high turnover in¬ 
dustry. 

Q. Does it mean that 
those units which will he set 
up in the coming years wifi 
need higher concession ? 

A. Wc will have no ob¬ 
jection if in their cases the 


excise duty is scaled down 
to 36 per cent or 37 per cent 
so that they may also get a 
reasonable return on capital 
employed. In the case of 
Modi Rubber, the capital 
cost is R$ 30 crorcs while 
working capital needed is 
over six crores of rupees. 
These figures may be slightly 
higher in the case of plants 
established in subsequent 
years. As the rate of interest 
in the market ranges between 
15 and 18 prr cent, the return 
on capital cannot be less than 
14.5 per cent. It is for the 
government to come to a 
certain decision and do so 
rather quickly. If the govern¬ 
ment is keen that the foreign 
hold over tyre industry in this 
country should be diluted and 
that new entrepreneurs should 
take courage to enter the 
market, it must give the fiscal 
incentive called for. If this 
concession is not given by 
the government then it is 
highly probable that the in¬ 
stitutional financcrs will not 
come forward with capital 
and similarly it will be very 


difficult to attract capital 
from the market. 

The government has its 
own machinery to analyse 
the cost structure of units. 
It has its own Bureau of In¬ 
dustrial Costs and Prices which 
could analyse this question 
and inform the government 
about the validity of our pro¬ 
posal. Early in 1974 a study 
had been made. The Bureau 
oflndutrial Prices and Costs 
had said in its report that 
excise duty rebate would have 
to be given in the case of 
new plants. When this report 
was released, our plant was 
still under construction. 

When Modi Rubber was 
launched the estimated cost 
was between Rs 18 crores and 
20 crores. When it was finish¬ 
ed the cost came to over Rs 
30 crores because of the dec¬ 
line in the purchasing power 
of the rupee which went down 
and the goverement also raised 
the import duties further, in¬ 
creasing the cost of imported 
machinery and equipment. 

This industry has got 
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RAILWAYS ARE YOUR PROPERTY, KEEP IT CLEAN 
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KEEP YOUR STATION CLEAN 

Thera is no denying that clean surroundings mirror the character of an individual 
and mould our attitude. Such surroundings radiate joy. 

We keep our homes spick and span. Why not practise the same in public places also ? 

On railway platforms, in waiting rooms, in carriages, and, in fact, anywhere where 
people gather in large numbers it is of paramount importance that surroundings are 
maintained clean. 

We on the railways, have launched a cleanliness drive which has produced handsome 
results. The railways wear a more presentable look. We, however, realise much more needs 
to be done. We shall relentlessly strive to do better. 

You con also help railways. Keep station and the adjacent places clean by 
taking car* that areas around you are in perfect condition. Why not utilize the 
services of the railway sanitary staff? They are there to serve you. 

On your own part please do not allow litter to be thrown except in dust bins. 

Every small act will help us serve you better. 


NORTHERN RAILWAY 
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^Healthy and happy witK\| 



Bright eyes..cheerful smile..sparkling vitality 

how happy you would feel when you see these 
reassuring signs of good health in your little one. 

The surest way to ensure this is to give your baby 
a healthy start in life with parag-spray dried 
infant milk food. Truly balanced and easy-to-digest 
parag is packed with eight vitamins including Bn 
that a growing baby needs for steady and sturdy 
growth. 

No wonder mothers who care ... 
trust | 

Marketed by i 

SPENCER & CO. LTD. 

Manufactured by: 

PRAOESHIK CO-OP DAIRY FEO. LTD. LUCKNOW at their INFANT MILK FOOD FACTORY, MORADABAO 
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great prospects for earning 
foreign exchange through 
exports. Till recently the 
government was giving a 
cash subsidy of 25 per cent 
on exports. In May this year 
this cash subsidy was reduced 
to 12.5 per cent* While the 
subsidy has been reduced the 
cost of manufacture has been 
going up. 

Take, for instance, the 
major raw materials needed 
for this industry namely raw 
! rubber. While the internatio¬ 
nal price of natural rubber 
is about Rs 4,500 per tonne 
wc in this country arc pay¬ 
ing Rs 8,000 a tonne, which 
is about double. There is 
a general shortage of natural 
rubber in our country. Until 
and unless the raw material 
for items of exports is avail¬ 
able " at the international 
prices—a principle which has 
been conceded by the govern¬ 
ment in the case of steel and 
other industries—or the cash 
subsidy which was 25 per cent 
till recently is kept at the 
same level, it is feared that 
whatever efforts have been made 
for exports, will be nullified. 

At present there is a 
general recession in the tyre 
i industry all over the world. 

, Because of the sharp increase 
: in petrol prices the auto¬ 
mobile industry is facing 
| difficulties which indirec- 
tly affects tyre industry as well. 

| At this time without encou- 
| ragement from the government 
| it will be well nigh impossible 
to have a hold on the highly 
competitive foreign markets. 

Q Until a couple of years 
ago we had a sellers market 
in automobile tyres and tubes, 
today U is a buyers market . 
The forecast made by the 
government earlier that this 
country needed capacity for 
producing 10 million tyres a 
year , seems to have gone 
wrong indicating that long 
term forecasting undertaken 


by the government was not a 
reliable guide. J 

A. Our economy faced a» 
severe inflationary pressure 
in 1973*74. Such heavy dose 
of inflation had not been ex- 
pertenced by the economy in 
any single year since indepen¬ 
dence. It ranged from 25 
to 30 per cent. It was the 
cumulative effect of shortages 
in general in the country as 
well as the sharp hike in the 
prices of petroleum and its 
products. This inflationary 
rate has been curbed admir¬ 
ably this year. But we must 
understand that we had to 
pay a heavy price for this 
scaling down of inflation. 
Inflation may be curbed by 
short-term measures but in 
the long-term its solution 
lies in increasing production. 
The production cannot be 
increased overnight. 

The government last year 
had no option but to curb the 
demand for goods. It post¬ 
poned the expenditure on Plan 
and also curbed consumption 
of the people. The government 
put restrictions on distribu¬ 
tion of dividends, bonus etc. 
As a consequence a booming 
economy has been turned into 
a sluggish economy. I think 
even this phase of the eco¬ 
nomy is equally dangerous. 
No doubt the inflationary 
phase was dangerous. The 
government will have to 
change its policy carefully 
without unleashing another 
bout of inflation. 

0. You have made a re¬ 
ference to the recession in 
Indian economy today. The 
official spokesmen have ref us* 
ed to accept that there is a 
recession in our economy. 
Can you cite some . indicators 
pointing to a recession in our 
economy ? 

A. Recession can be as¬ 
certained from the market. 
Without entering into an 
argument with the official 
spokesmen. 
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The Opportunity 
You Have Been 
Waiting For 

If you have the know-how. a viable plan for any 
industry. PICUP will do the rest for you. Or if you 
have money, PICUP can guide you to set up your 
industry in U.P. PICUP's assistance includes 
term loans, under-writing, feasibility studies, 
plant location service, interest-free sales tax 
loan and other incentives offered by U.P. 
Government- • Financial assistance 
sanctioned so far: Rs. 878/- lakhs. 

• No. of Units covered : 46 companies. 

• Investment generated : Rs. 5,661.99 lakhs. 

• lnte.rest-free sales tax loan disbursed: 

R* 99.56 lakhs. 

INTERESTED 7 CONTACT : 

The Pradeshiya Industrial and Investment 
Corporation of Uttar Pradesh Limited, 

8. Vivekanand Marg. Lucknow-226001 
(A U.P. Government Undertaking) 

n J 

Complete Service On 
Top Priority For 
Electronics Industries 
In U.P. 

UPEC. a subsidiary of PiCUP. offers : technical, 
marketing and financial assistance and total 
infrastructure. 

Contact: 

UP Electronics Corporation Limited 

, . 12-B. Mall Avenue. LUCKNOW-226001 
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How long have 
you been telling yourself, 
if not everyone else, 
that Gwalior Suiting is 
your sort of Suiting? 

Consider your reasons for 
holding back. 

Satisfaction with your 
present suitings? 

This feeling might well 
disappear once you wear 
Gwalior Suiting. The cost? 

Most unlikely. We should 
think Gwalior Suiting's 
outstanding value for money 
is legendary, and in its class, 
probably unique. Or do you 
feel somehow that the reality of 
Gwalior can never match the 
impressions you have cherished 
over the years? Rest assured. 

There is nothing likeGwalior Suiting 
The combination of superb 
finish and excellent designing will live up to 
your highest expectations, and in all probability 
comfortably exceed them. 

You know you can see yourself in Gwalior Suiting 
Isn't it time to stop reflecting? 




; LOOK FOR THE GWALIOR SUITING MARK WOVEN ON THE SELVEDGES 
. WHICH IS YOUR GUARANTEE ON GENOME FABRICS _ 

THE GWALIOR RAYON SILK MFG. (WVG.) CO. LTD* B1RLAMA0AR— GWA&IOR 
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£ Do y&u think that the 
time has cM* to relate the 
economy** 

A. Hie government has 
to be selective in this regard. 
More money has to be found 
in the economy if the indus¬ 
trial products need to be 
sold. The credit squeeze 
which had a beneficial effect 
on the price situation should 
now be released in a selective 
manner. The Reserve Bank 
must give instructions to the 
banks for increased credit 
to those sectors which are 
hard up at the present mo¬ 
ment. Credit should be 
made available against cer¬ 
tain commodities which had 
been banned earlier. The 
schemes included in the Plan 
should be implemented and 
the Plan expenditure should 
be increased; otherwise the 
postponement in expenditure 
would have adverse effects 
later through reduced avail¬ 
ability of productive capacity. 


The impact of lack of invest¬ 
ment today would be felt 
three years later when shor¬ 
tages would raise their Head 
once again. Already the se¬ 
cond year of the fifth-five 
year Plan has started and 
during the first two years of 
the Plan we have had almost 
a Plan holiday. 


In my view electricity 
boards alt over the country 
including that of Uttar 
Pradesh are being run very 
inefficiently. They are ope¬ 
rating far below installed 
capacities. Until and un¬ 
less the power situation 
in the country is improved, 
all the additional capacity 
which will be extended in the 
public and private sectors 
will be wasteful. The govern¬ 
ment very often talks of the 
captive plants. We also have a 
captive plant This plant re¬ 
mained shutdown for six- 
seven years. We are running 
it after reconditioning it. 
These captive plants can sup¬ 
ply 35 to 35 per cent demand 


for power of a unit but not 
100 per cent of the demand; 
otherwise the cost of invest¬ 
ment shoots up once again. 


Q Will you give priority 
to power expansion over the 
projects included in the five- 
year Plan! 


A. I think along with the 
establishment of industrial 
units, the government will 
have to devote equal attention 
to infrastructural facilities 
including, power, roads and 
railways. In basic industries, 
where the investment made 
is large the expenditure has 
to be incurred slowly by the 
public sector. Until and 
unless the government provi¬ 
des the infrastructure, the 
industriat plants cannot ope¬ 
rate successfully. Today we 
have shortage of power. 
Tomorrow, we may suffer 
from scarcity of transport. 
Day after tomorrow, we may 
not be able to get all that we 
need. Therefore, the expansion 
in infrastructure has to be 
brought about in a phased 
manner along with general 
industrial and agricultural 
expansion. 


It is not a question of 
one coming before the other. 
All these have to come 
up simultaneously. The in¬ 
dustries cannot function with¬ 
out the provision of infras¬ 
tructure. In the case of roads, 
considerable attention has 
got to be still given, especially 
on our trunk routes. There is 
a shortage of commercial 
vehicles. I am happy that 
Mr Pai recently made a state¬ 
ment that the government was 
thinking in terms of setting up 
a tmek plant. I hope he does 
something about it. Transport 
otherwise will become a big 
bottleneck. You know in a 
city like Delhi transport 
bottleneck is acute and people 
have to stay in long queues 
for hours together to get to 
their office or return home. 
The DTC complains that it 


cannot get the buses which it 
needs. 


Q. The level of living in 
Uttar Pradesh immediately 
after independence was fifth 
among the states of this coun¬ 
try . Today its rank has drop¬ 
ped down to 14th . What do 
you think it is due tol It is 
said that the state of Uttar 
Pradesh enjoys a number of 
advantages . Alt the three 
prime ministers came from 
the state . The state is situa¬ 
ted very near the seat of power 
in the country . Was it be¬ 
cause the prime ministers did 
not care about the state , or 
the chief ministers were not 
able to obtain the requisite 
amount of assistance from the 
centre ? Was it sociological or 
economic or political problem 
that the state had been going 
down in standard of living in¬ 
stead of going upl 


A. I think it is a very good 
question. It has been talked 
about a number of times that 
the state of Uttar Pradesh 
instead of going up has been 
going down in standard of 
living of the people. It is one 
of the poorest states in the 
country today. In my view 
there are a number of fac¬ 
tors which are responsible 
for its present plight. No 
state can make economic pro¬ 
gress unless it is able to in¬ 
crease production both in the 
agricultural and industrial 
fields. 


The first point under consi¬ 
deration is‘political in nature. 
As you have said, all the 
prime ministers came from 
this state. In my view Uttar 
Pradesh is too big a state to 
be a single unit among the 
states of the country. Uttar 
Pradesh should be divided, 
if not in three but definitely 
in two parts. To have a chief 
minister of the state comman¬ 
ding support from all the 
parts of the state is an uphil 
task. Since independence we 
have had a number of chief 
ministers in the state. For 


some time we also had a chief 
minister from outside the state, 
namely, as the late Sucheta 
Kripalani. 


At present we have 
dynamic chief minister, Mr 
Hemwati Bahuguna. Recently 
you must have learnt through 
newspapers that political in¬ 
stability was once again gene¬ 
rated though Mr Bahuguna 
has been able to hold his 
own despite certain dissident 
elements in the ruling party. 
The political scene assumes 
shades of- instability from 
time to time. In Mr Bahu¬ 
guna the state has a very dy¬ 
namic chief minister and if 
he is allowed to function in¬ 
dependently and fearlessly, he 
will succeed in changing the 
face of the state. 

The second element to be 
considered is why the indus¬ 
trialists are not flocking to UP 
for setting up new industrial 
units. There are again a num¬ 
ber of factors responsible for 
it. Recently the government 
set up a number of industrial 
estates and invited enlightened 
industrialists to come to the 
state. Power and other neces¬ 
sary inputs were freely sanc¬ 
tioned. No doubt there was 
some absence of planning and 
coordination which was ap¬ 
parent from the fact that the 
state allowed the establishment 
of too many mini-steel plants. 
The mini-steel plants 
have been working inter¬ 
mittently for the last two 
years. The experience of 
these entrepreneurs has been 
so bad that they are asking 
the entrepreneurs to go to any 
other state but not to come 
to Uttar Pradesh. 


In the case of Modi Rub¬ 
ber the state offered some 
incentives; for example, we 
were told that all the sales 
tax collected by us for three 
years would be advanced to 
us as a loan. It was surely 
an attractive offer and we 
took advantage of it and we 
set up a plant in Modipuram. 
Our effort has been to maxi- 



mise our sales in Uttar Pra¬ 
desh so that we might collect 
the highest value of sales tax 
which, as stated earlier, would 
come to us by way of loan. 

However, the scheme has 
not operated with as much 
efficiency as was anticipated 
by us. The major portion of 
the money collected by us by 
way of sales tax has not been 
advanced to us by way of loan 
even as of this day. Unless the 
industry is accorded a prio¬ 
rity treatment, 1 am afraid 
the confidence of industry 
would be hard to win. 

It is for the govern¬ 
ment to create a climate which 
wins over the confidence of 
industry. Unless the policies 
drawn up by the state are 
pursued without red tapism 
it will be hard to make the 
industrialists set up their units 
in this state. 

There was power shortage 
all over the country recently. 
It is in this state only that for 
some industrial units no 
power was supplied continu¬ 
ously for two years. Let us not 
fprget that mini-steel plants 
have been set up in other sta¬ 
tes also but they are provided 
with power for short periods. 
In no state have they been 
completely shutdown for such 
along time. If other states 
are having a cut of 15 per cent 
lit the supply of power to 
mini-steel plants, in Uttar 
Pradesh we have 100 per cent 
cut. 

In no other state mini- 
steel plants are completely 
shut down. Imagine the plight 
Off the entrepreneurs who set 
4lp these mini-steel plants in 
Uftar Pradesh with borrowed 
capital—capital borrowed 

banks and finan- 
cial ; l|atitutio^. Stoppage of 
pb^ :$as thoroughly shaken 
theixm&ienee of these enter- 
‘paummfc Uttar Pradesh. Even 
in th£/ ense of Modi Rubber, 


power was cut off without any 
prior warning. No industrial 
unit can be able to work effi¬ 
ciently in such circumstances. 
This causes unrest among 
labour also as the entrepre¬ 
neurs are forbidden to re¬ 
trench their workers. 

Q. What about the social as¬ 
pects of this problem . Some 
people say that the worker in 
Uttar Pradesh is lazy and it is 
this negative character of the 
worker which has also been 
responsible for keeping down 
the standard of living of the 
people in the state ? 

A. I am not in agreement 
with this point of view. I 
think the worker in Uttar 
Pradesh is as efficient as his 
counterpart in other states. 
In some cases, he has proved 
himself to be more efficient 
than workers from other states. 

In general, 1 am of the view 
that the worker in our state 
is in no way inferior to the 
worker in any of the industria¬ 
lised countries. My collabo¬ 
rators in Modi Rubber are in 
agreement with this point of 
view. All that the workers 
need is clearcut instructions 
and directions. Only when 
political influences interfere 
then certain serious problems 
crop up. 1 must repeat that 
the industrial worker in UP 
is in no way inferior to work¬ 
ers in other states. 

• 

Q. Do you mean to say 
that the people who have made 
sociological studies of the 
workers In this state have not 
made a correct assessments '? 

A. When a man cannot 
get a job, he is inclined to be 
disappointed. It is a pity 
brilliant students of engineer* 
ing who secured between 70 
and 80 per cent marks in 
their examinations are not 
able to get employment. 
Many of them come to see 
me and I do feel that some. 


thing is wrong: with oar ay* 
tern, that soch talented people 
are ttot readily absorbed in 
our industries. ' When I look 
at the qualifications of these 
yaungmen I do not have the 
heart to tell them that 1 have 
no vacancy. There are cases 
where the engineer secured 
more than 70 per cent marks 
in every examination taken 
and still he was moving from 
pillar to post in search of a 
job. Until and unless the 
industry expands its opera* 
tions new jobs to raise the 
standard of living of the peo¬ 
ple cannot be created. 

Take the case of the sugar 
industry. UP produced the 
largest quantity of sugar in re¬ 
lation to other states. The sugar 
factories are in distress in the 
state. The minimum sugar 
cane' price is fixed by the 
centre but the UP government 
fixed the sugarcane price at 
at a level 40 to SO per cent 
higher than the price fixed 
by the central government. 
There is uo undestand&ble 
reason for increasing the mini¬ 
mum cane price by such a 
high margin. 

The proper coarse open 
to the government would be 
to sit down with the industry 
and work out the cost struc¬ 
ture of the factories. The cane 
price should be fixed only after 
examining the cost structure 
of the industry. Even abnor¬ 
mal increases in the prices of 
sugarcane have not been in 
the long-term interests of the 
cane growers. 

Not many new sugar mills 
am being set up in the state; 
more and more new units ere 
coming up in the south. Unless 
the industry is given the 
priority which it needs for 
speedy industrialisation the 
expected < industrialisation of 
the state will never emerge. 

. There was a time Whcu>#ta$e; 


itr BJ, Lai a* the specftl dml* - 
sot of tbe governor was lookv 
ing after the economic prob¬ 
lems of the state. 1 have great* 
respect for Mr Lai because 
he understood the proUetts of 
industry and had' 
to take rational and 
decision. Even if there wat « 
shutdown for five miaittee in ; 
our factory we used to send 
a telegram to him and he used 
to immediately look.intos’the 
problem and take ^remedial 
measures. ? ' 

Q. Even though other enter • 
preneurs have shied away from 
Uttar Pradesh, your family 
has continued to expand its 
industrial activities In the state. 
Is it because of certain exper¬ 
tise which you have acquired 
in regard to the establishment 
of new units in the state ? 

A. Personally speaking, we 
do not have many complaints 
against the state of Uttar Pra¬ 
desh. We know that to run 
industry in the state, a lot of 
liaison work is required and 
we are able to do it in the 
light of our past experience. 

As stated by me earlier, the 
state of Uttar Pradesh is ex¬ 
pected to improve considerably 
due to the personal efforts of 
the chief minister, Mr Bahu- 
guna. Political instability has 
certainly been a big factor 
and may be, like the split¬ 
ting up of the neighbouring 
state of Punjab, Uttar Pradesh 
will also march forward eco¬ 
nomically if R was bifurcated. 
Modi Rubber and Modtpon 
are situated in western UP 
which ip foot ft a continuation 
of the prosperous states of 
Punjab and Haryana. Industry 
in l sunt::Pttgr,.|firadmh/i8^.. 
done .and continues to dp,--fo- 
nurkableprogresv 'The : 
trouble 

in central ; ahld .Uttar 
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Our transport system would 
have come very near to 
a standstill! 


TVraahartaoa In tM country—Mpaclaliy of 
truok tyres acquired an alarming degree. 
Against tha axpactad annual damand of 
8 million numbers tha total installed capacity 
In the country sums up to only 4.7 million. 
And adding fuel to fire is tha chronic power 
ahortage and untimely go slows. 

Now that tha Modi Rubber plant has swung 
Into production things have brightened up. 


With an Installed capacity of BC0.003 tyrrj 
a year Modi Rubber plant is In'Jia'n 
major step towards bridging t!:o 
widening gap between demar J and supply. 


Modi-Continentel tyres have the benefit of 
the technical know-how of Continental, 
West Germany's world renowned tyre 
of over 100 years' fame I 


dfodi Rubber 

le teclinh*«vl i 


Modi 


Limited, Modinegar 
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Our country has not always been lucky in its history, ancient or modern. In the days 
of its freedom struggle, however, it had the great good fortune of having one of the 
greatest of the sons of Man lead its people to what Jawaharlal Nehru came to call its 
“tryst with destiny.” In his life-time Mahatma Gandhi was a continuously living pre¬ 
sence for his countrymen. Now he is being ritually remembered on two days in the 
year’s c alenda r Our memory of him, however, must be much more than a matter of 
January 30 or October 2 or both. Mahatma Gandhi may not be alive today but we owe 
it to ourselves to feel, think and act as if he is. 
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Rajaji once wrote that the only border dispute of importance was the dispute over 
the border that must be between the individual and the state. Gandhiji’s entire will 
was bent to resolving this dispute in favour of the individual wherever possible. This 
was the essence of his concept of Swaraj. He might have believed in god as an absolute 
good, but he had use for government only as a limited facility. Gandhiji understood 
that governments could be of small men as well as of big men and he readily saw how 
small men in government could be tempted to identify themselves with the state. Hence 
his insistence on a borderline being drawn firmly between the state and the individual so 
that the individual could remain secure and proud in his freedom. While fighting 
against foreign rule he was fighting even more basically against all such rule as was 
foreign to the nature of man to be free. 

Tiiak declared that Swaraj was our birthright. He said this not in the sense that 
Swaraj was some bequest received from dead hands. Mahatma Gandhi understood 
this more than most. He saw that man could be free only if he was not afraid to be free. 
Fear does not go with freedom, nor can freedom subsist with fear. Thus, Mahatma 
Gandhi's message to his countrymen was, apart from everything else, a call to courage. 
The relevance of that message is clear and loud today as the sound of a thousand temple 
bells. 

In recent weeks Eastern Economist has carried on its cover the picture of Nehru 
planting a sapling. Thai infant plant, with dew on its leaves, was a gift from the nursery 
of Mahatma Gandhi's faith in his people. It is our tree of life and it deserves to grow 
and grow, but it has not always been finding it easy to do so. Right now there have 
been floods in some parts of our country and drought in some others. It is therefore all 
the more necessary that we should tend this struggling growth with as much dedication 
as we are capable of so that it may be firm in its roots and vigorous in its shoots and, in 
th&days to come, yield in abundance the fruit that we, our children and our children’s 
children may enjoy in the security and dignity of what Mahatma Gandhi had meant by 
Swaraj. But this will demand of us patience—and courage. 


CM 


—Editor 



Farewell to rupee-pound link 

The much awaited decision of the union ing a secret—-is a judicious one. Of 


ministry of Finance to “de-link** the 
rupee from the British pound came on 
September 25, 1975, and it did not raise 
many eyebrows. For some time past, 
it had become apparent that the sins of 
the pound sterling were being visited on 
the rupee. The exchange value,of the 
pound in the terms of the American dol¬ 
lar and other west European currcnies 
had been steadily falling and the rupee 
also got a battering because of the 
“link”. There was no valid reason for 
the rupee to lose in exchange value 
as in recent months the inflationary 
pressures in the economy had been vigo¬ 
rously countered. On the other hand, 
the British economy continued to be sick 
and the pound reached the lowest levels 
incxchan.e rales ever recorded in the 
world markets. The “de-linking” has 
saved the rupee from this embarrassing 
relationship. The supporters of the link 
had advanced the argument that the 
devaluation of the rupee along with the 
falling pound tended to boost exports by 


course, it is knownthat the US dollar, the 
West German mark, the Japanese yen and 
the British pound will be the important 
elements of the basket as these four cur¬ 
rencies have the highest relevance for all 
our trade and payments outside the 
socialist bloc of countries. It must, 
however, be stated here that the connec¬ 
tion of the rupee with the pound has 
not been completely severed because the 
pound would continue to be the currency 
of intervention for the rupee and the 
exchange rates will continue to be quoted 
in terms of the pound. 

The Reserve Bank of India has expressed 
the hope that the link of the rupee with a 
basket of currencies will impart increased 
stability to it. What was the basis on 
which the RBI had made this asser¬ 
tion? The major currencies of the world 
were subjected to numerous pressures 
and their exchange rates were dependent 
not only upon the performance of their 
economies but also movement of inter¬ 
national currency reserves. For some 


tion in value of,onc qmeipggr iji the 
basket would be counterbalance %y the 
appreciation in the other, but it would 
be haa^rddtii to, make any categorical 
statement at this juncture. The new 
procedure will have to be tested for some 
time before a verdict in its favour or 
against it could be given. In all pro¬ 
bability, the basket would have a stabi¬ 
lising effect on the exchange value of the 
rupee. 

In the ultimate analysis, the strengUi 
of the rupee is intimately connected with 
the vitality of our economy. |f its 
growth is maintained, resulting in a boost 
to exports and narrowing of the trade 
deficit which had exceeded Rs l.OOOcrorcs 
in 1974-75, the rupee has a fair chance 
of holding its own. Excessive over¬ 
spending on the external account could 
be harmful for the rupee, whatever the 
mode of link with foreign currencies. 
Hence, “production with stability** 
should remain the goal of the country. 

That fluctuations--big or small—in 
the exchange value of the rupee are 
unavoidable has been conceded by the 
Reserve Bank. I his is why it has made 
arrangements to sell insurance cover for 
foreign exchange. In the case of impor- 


making our goods competitive in world 
markets. Of late, however, the cost of 
imports in rupee terms have been moving 
up and this unwarranted rise in the 
rupee cost of imports could be an impor¬ 
tant factor in the present decision. 

The government has not favoured 
Boating of the rupee in the exchange 
markets, as had been the case with a 


time the mighty dollar had depreciated 
heavily against the West German mark 
and the Japanese yen though lately it 
had recovered substantially. Hence, the 
varying basket of currencies on which 
the exchange value of the rupee would 
depend, would itself be subject to con¬ 
flicting pressures. May be, the depreda¬ 


tors, the purchases of currency could 
be ensured at the ruling price agaiust 
the payment of a nominal premium, 
though the insurance rates would be 
kept down to the barest minimum after 
the RBI has watched the new link over 
a few months. This risk can also be 
availed of by exporters. 


majority of the other strong currencies, 
because of a number of reasons, the most 
important being its inability to check¬ 
mate the manoeuvres of speculators. The OCT. 5, 194$ 
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size of our foreign trade as well as that 
of our reserves is so small in relation to 
world trade and the volume of transac¬ 
tions of strong currencies that the rupee 
could be outsmarted by currency mani¬ 
pulators scattered all over the place 
from Beirut to Hong Kong. The cur¬ 
rencies of even the rich oil-exporting 
countries such as Iran were rightly not 
Boated but were linked with the Special 
Prawing'Rights. Therefore, the decision 
to link iftp rupee to a basket of curren¬ 
cies—the Contents of the basket remain- 


Thc Anglo-American talks now proceeding at 
Washington indicate that a meeting of Britain and 
her creditors having sterling balances with her is 
bound to take place very shortly. Wc hope that 
India and other empire countries will not be con¬ 
fronted with a fait accompli and that the consulta¬ 
tions promised with us and the Dominions will 
be rdal. not formal. The question arises as to 
who ought to represent India. After the Simla 
Conference it is clear to the whole world that the 
present government of India represents nobody. 
The members of the Executive Council know this 
more than anybody else. The matters coming 
up for decision are top vital, and concern the 
future economic development of India* Ratifica¬ 
tion by the country of any agreement reached at 


su;h a conference would be imperilled, If the 
government of India as at present constituted is 
allowed to represent India. The main political 
parties, which, unless the British Lahour govern¬ 
ment is wholly insincere. Would soon be Invited to 
form government are the only bodies competent 
to select representatives. We. therefore suggest 
that the Congress and the Muslim League be 
invited to nominate delegates with full power to 
participate in the forth-coming consultations, Any 
course other than this wifi be rightly regarded ** 
unfair to the country and decisions arrived' at 
without the major political parties not participate 
ing in the deliberations wHlnot.be> binding on the 
country. * 
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Cooperation, not confrontation 


The seventh special session of the United 
Nations which had been summoned to 
discuss the steps needed lo be taken for 
ushering in a new economic order in the 
world, ended on a happy note. Instead 
of confrontation between the rich and 
the poor nations, there emerged a spirit 
of cooperation which was embodied in a 
resolution detailing the various measures 
lo be taken for improving the level of 
living of the people in the developing 
countries. How long it would take to 
implement the programme, no one could 
say but what mattered was the mood of 
the developing and developed countries 
to work together in a cooperative spirit. 
As rightly staled hy Mr Y. B. Chavan, 
our Foreign Affairs minister, it was 
necessary to confront the problems in¬ 
stead of confronting one another. 

Even though the resolution was ad¬ 
opted unanimously by all the 138 mem¬ 
bers of the United Nations, there were 
some led by the USA among the deve¬ 
loped countries which had reservations 
on many of the provisions of the resolu¬ 
tion. For instance, the resolution stipu¬ 
lated that the developed countries should 
give 0.7 per cent of the Gross National 
Product (GNP) by way of annual aid to 
the developing countries and this goal 
should be reached by 1980. It may be 
recalled that during the first develop¬ 
ment decade, the rich countries were ex¬ 
pected to commit at least one per cent 
of their GNP by way of aid to the poor 
countries. Collectively, they fell signifi¬ 
cantly short of the target though some 
of the countries exceeded the limit. At 
present raising the volume of economic 
assistance to 0.7 per cent of GNP of the 
USA would mean tripling the aid. This 
was considered to be a massive jump 
“at a time of inflation and recession and 
great social needs that could be sup¬ 
ported in the USA”, and hence the 
mental reservation. 

That the USA and other developed 
countries were willing to increase the 
aid outlays was not disputed but they 
were in no mood to commit themselves 


to a certain figure. Tn support of this 
viewpoint, the US Secretary of State, 
Dr Henry Kissinger had advanced the 
argument that the large budgetary trans¬ 
fers were not welcomed by the developing 
world and the political base for such 
transfers did not exist in the developing 
countries. Therefore, the USA and other 
industrially advanced countries were 
anxious to accelerate the pace of such 
efforts as would stimulate trade, promote 
agricultural and industrial development, 
and “solve the problem of poverty and 
development in the world”. The USA 
in particular took exception to the 
frequent use of the expression “The new 
international economic order” because 
it felt that the current economic and 
financial problems of the world could be 
sorted out by patiently working out the 
appropriate solutions, and that it was 
wrong to point the accusing finger at the 
developed countries of the world for 
whatever disorder prevailed in the 
economic sphere. 

As was expected, the developed coun¬ 
tries ruled out indexation, i.e. Unking of 
price of raw materials with those of in¬ 
dustrial products. The British Foreign 
and Commonwealth Secretary, Mr James 
Callagahan, put forward the view that 
“indexation was neither the fairest noi 
the most effective method to help develop¬ 
ing countries that produce raw materials, 
let alone those poor countries which arc 
net importers of raw materials". Mr 
Callagahan also stated that “it* is not 
our position that the purchasing power 
of developing countries should not be 
protected. The argument is about 
method.” The developing countries 
thought it advisable to be flexible in this 
regard as it had become apparent that 
negotiations between the two groups 
could break down on this issue. 


After the increase in oil prices in 
1973, a number of distinct and different 
groups within the developing countries 
had emerged. Their hardships were of 
varying types and magnitudes but still 
they showed remarkable solidarity in 


advancing their point of view. On in¬ 
dexation they thought it prudent lo back 
away and instead insist on measures 
which would tend to increase their export 
earnings. For example, the developing 
countries whose economies vere depen¬ 
dent on a few commodities suffered 
heavy losses in export earnings whenever 
there was a sleep fall in prices. The re¬ 
solution provided for the establishment 
of a S 10,000 million fund (with the IMF) 
which will be used for providing loans 
and grants to the hard-hit developing 
countries, and this fund was likely to be 
of great assistance to the poor countries. 
Also, it was agreed that buffer stocks 
would be created to smoothen the ups 
and downs in prices, and regulation of 
production and prices of specific com¬ 
modities over a long period would be 
encouraged. 

For the last three years, the develop¬ 
ing countries had been pleading for a 
“link” between the Special Drawing 
Rights (SDRs) and development assist¬ 
ance. The developed countries having 
opposed it tooth and nail for all these 
years, gave in on this issue. At the 
IMF-World Bank annual meeting in 
Washington on September 3, 1975, our 
Finance minister. Mr C. Subramaniam, 
had indicated that the technical 
feasibility of (he “link" had long ago 
been established. It was the narrow 
nationalistic outlook of some of the 
powerful countries which stood in the 
wa> of' such a reform in the sphere of 
international finance. Happily, these 
countries could not afford to ignore the 
interests of a large mujontv of dcvelp- 
ing countries and agreed to this technical 
measure in internatfonal finance. 

The developed countries had in the 
recent past conceded the point that the 
manufacturing sectors of the developing 
countries needed improved opportuni¬ 
ties lor exports and, consequently, they 
had promised to lower the tariffs but not 
much had bc$n done in practice. In 
his speech, Dr Henry Kissinger promised 
that ‘to ease the problem, the USA has 
agreed to join other industrial countries 
in instituting Generalised Tariff Prefere¬ 
nces to permit developing countries 
enhanced access to the markets of in- 
dusirkUasd nations”. The UN resolution 
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also commended the lowering of the 
tariff barriers for the manufactured pro¬ 
ducts of the developing nations. And 
the USA even promised that the new pro¬ 
gramme would be put into effect in 
January 1976. 

Some of the developing countries 
were heavily in debt and were not in a 
position to honour their commitments 
regarding payments. While a few of the 
developed countries had suggested that 
these debts should be written off, the 
UN resolution had recommended a re¬ 
negotiation of the repayment schedule. 
This was expected to lighten the pres¬ 
sure on the foreign exchange reserves 
of these countries, giving them an op¬ 
portunity to repay the debts when their 
financial status took a turn for the bet¬ 
ter under the influence of the new mea¬ 
sures being initiated. 

The resolution laid stress on the pro- 


Gold and 

After the decisions taken at the recent 
annual meeting of the International Mone¬ 
tary Fund (IMF) regarding the gradual 
demonetisation of gold and increase in 
the use of SDRs in settling international 
transaction, there is hectic speculation 
about the future of gold in the world’s 
principal markets. As the IMF is also 
being empowered to sell one-sixth of its 
holdings for creating a trust fund out of 
the profits realised on such disposal and 
the Soviet Union also may have to sell 
large quantities for securing foreign 
exchange to finance imports of foodgratns, 
prominent bullion dealers have been quick 
to depress prices. With effective check 
on activities of smugglers of gold into our 
country and the disinclination of the oil 
rich countries to add to their bulging re¬ 
serves in the form of yellow metal, even 
small selling has served to lower prices 
drastically and a loss of nearly $ 30 per 
ounce was recorded in a fortnight. 

The disposal of l/6th of the holdings 
of the IMF cannot by itself lead to a de¬ 
bacle in gold prices as the official valug-of 
quantities of metal involved will be only 
£1.1 billion (one billion® 1,000 million) 
and it was recently indicated by the union 
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vision of measures to expand food aid 
and promote agricultural production in 
the developing countries. Here it took 
out a leaf from Dr Henry Kissinger’s 
speech which had advocated determined 
international cooperation on food. Re¬ 
calling the indication given by the World 
Food Conference that the poor coun¬ 
tries would need 10 million tonnes of 
food aid every year. Dr Kissinger had 
said that during the current fiscal year, 
the USA alone would provide six million 
tonnes of foodgrains by way of aid. 
Besides the food aid, he had pleaded for 
a massive programme of international 
cooperation "to improve agricultural 
yields, make more efficient use of ferti¬ 
lisers, and find better farm management 
techniques”. And the UN had assented 
to encourage improvement in agricul¬ 
tural techniques of developing countries 
so as to bring cheer in the lives of the 
under-fed and the under-nourished. 


its future 

Finance minister, Mr C. Subramaniam, 
that sales in the open market would fetch 
a profit of only 9 1.5 billion over a period 
of three years. On the other hand, it was 
reported earlier in the year that sales by 
the Soviet Union at the prevailing market 
price of around 9 165 per ounce were as 
much as 400 tonnes and selling was conti¬ 
nuing uninterrupted with South Africa 
keeping out of the market. Such large 
sales were easily absorbed as there was 
hoarding by individuals even in the deve¬ 
loped countries with continued uncer¬ 
tainty in the international monetary situa¬ 
tion. It was also felt that the revaluation 
of gold reserves by France was under¬ 
taken in the belief that gold prices would 
remain high and major central banks 
would not allow any big drop in market 
values. Otherwise their strategy to realise 
large profits by effecting sales out of re¬ 
serves would not be successful and an 
easy solution for countering accumula¬ 
tion of reserves by the oil rich countries 
found. 

In view of the controversy over the dis¬ 
placement of gold as a monetary medium 
and the usefulness of SDRs as the sole 
international unit, it is hard to visualise 
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at what level international gold prices 
will get stabilised and what will be the 
importance of this precious metal for non¬ 
monetary purposes. It will not be quite 
correct to cite the analogy of silver. The 
rise in prices for this metal took place only 
after the US Treasury suspended its sales 
at fixed prices and the metal was completely 
demonetised. No attempt was made to 
experiment with a “two tier” system, as 
in the case of gold and with the world 
consumption of the white metal being 
considerably in excess of current produc¬ 
tion, open market prices have risen to 
dizzy heights. 

It should not, however, be over¬ 
looked that silver prices at the peak levels 
were less than five times the erstwhile 
official US price and currently arc a little 
over 34 times of the formal US official 
price. In the case of gold, the calcula¬ 
tions of the developed countries have gone 
wrong as the two-tier system did not have 
the desired stabilising effect on world 
prices. With the abandonment of fixed 
parities for some major currencies and 
their floatation, there was heavy specula¬ 
tion in gold as a hedge against inflation. 
At one stage the quotation rose even to 
9 200 per ounce. The major producers 
such as South Africa and Soviet Union 
were the main beneficiaries and the 
niggardly adjustments in US official price 
for gold resulted only in a complication 
of outstanding issues. 

The impression naturally got strengthen¬ 
ed that gold as a monetary medium would 
not be displaced and it also had great 
value as metal. Even now the USA is not 
inclined to accept SDRs as the sole inter¬ 
national unit while France is insisting that 
official gold prices should be suitably rais¬ 
ed and used for settling international 
transactions on a revised basis. If it 
happens that gold is valuable for non¬ 
monetary uses, its lure for hoarding 
purposes will not get diminished. The 
international prices may get stabilised 
around 9 125 per ounce after a period of 
wild fluctuations. 

It is, however, interesting to note that 
oil producing countries have not been 
adding any gold to their reserves. The value 
of gold reserves of all countries at about 
943 billion at the official price, is account- 
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ed for mainly by the developed countries 
to the extent of $ 37 billion. The aggre¬ 
gate reserve of alt countries, however, 
was hs much as 177 billion SDRs at the 
end of 1974 and the increase of 85 billion 
since 1970 has been mainly in the form of 
holding of major currencies. The oil- 
producing countries have been the main 
beneficiaries, the middle east including 
Iran, alone accounting for an increase of 
23 billion SDRs. The other important 
producers such as Indonesia. Venezuela, 
Nigeria and Algeria have added to their 
reserves to the tune of 10 billion SDRs. 
The developed countries also added to 
their reserves with West Germany and 
Japan having sizable export surpluses. 
The additions to aggregate reserves have, 
of course, been exaggerated to a certain 
extent on account of the borrowing by 
the member countries from the IMF and 
sizable payments by the oil rich countries 
to the industrialised nations by way of 
assistance and advance payments against 
purchases of arms and industrial equip¬ 
ment. 

The sharp rise in oil prices has certainly 
had a devitalising effect on the developed 
and developing countries having depen¬ 
dence on oil imports. What has really 
upset the industrialised west is the refusal 
of middle east countries to add to their 
gold reserves. On a rough reckoning it 
may be said that the major deve¬ 
loped countries can still hope to realise 
total profits out of gold sales of 
about $50 billion. Even if world prices 
declined to around $ 100 per ounce. 
The profits realised can be used to meet 
the balance of payments deficits, especially 
as a good fraction of new surpluses of the 
oil-producing countries is being absorbed 
by sales of arms and execution of indus¬ 
trial projects. 

The correct course, no doubt, would 
have been to raise steeply gold prices 
and adopt a fairly flexible system of ex¬ 
change parities. The monetary experts, 
however, are not inclined to take this 
view and there is somehow a feeling that 
gold should be completely dethroned and 
SDRs utilised for settling international 
transactions. Without some peg in the 
form of a notional gold parity, it may be 
found difficult even to determine correctly 
the purchasing price of SDRs in the light 


of the fluctuations in parities of currencies 
included in the basket 
The confusion in the international mone¬ 
tary situation will , take a long time to 
subside and violent fluctuations in gold 
prices are inescapable. The immediate 
effect of the recent developments has of 
course been to push down gold values by 
over 20 per cent ina short period and every 
one is anxiously awaiting fresh develop¬ 
ments in the coming months. It may, of 
course, be stated that the period of hectic 
rise in prices is over and the course of the 
future events will be determined by the 
policies adopted by the Soviet Union, 
South Africa and the major central banks 
in regard to the disposals of current pro¬ 
duction. It should not, however, be over¬ 


looked that gold holdings of individuals 
are sizable and any major dehoarding 
effort can upset the moves of the major 
powers to realise sizable profits on their 
sales. It remains only to be seen whether 
gold will be able to command prestige like 
silver as a non-monetary metal though the 
experts are quick to point out that current 
world consumption is below current pro¬ 
duction, and gold has been considered as 
a good hedge against inflation only be¬ 
cause of its importance as a monetary 
medium. Answers to various ticklish 
questions will be provided in the next two 
years, though there is hope in some 
quarters that gold will still have a limited 
use as monetary medium and its applica¬ 
tion for industrial purposes will increase. 


A blue-print for green belt 


To retrieve lost productivity of vast land 
resources lying barren in waste lands, a 
twenty-year blue-print has been prepared 
by the Economic and Scientific Research 
Foundation. Il is an ambitious plan in¬ 
volving an outlay of nearly Rs 2050 crores 
over a period of twenty years, and covers 
the north-western regions of the country 
including parts of Rajasthan, Haryana, 
Punjab, Himachal Pradesh, Uttar Pradesh, 
Madhya Pradesh and Gujarat. It deals 
specifically with problems and possibilities 
of a massive plan of afforestation, though 
details of physical and financial forecasts 
of eight other schemes have also been 
outlined, namely creation of wind-breaks, 
rehabilitation of saline and alkali areas, 
treatment of catchment areas, stabilisa¬ 
tion of sand dunes in Rajasthan, rehabi¬ 
litation of Aravalli hills, reclamation of 
Kutch area in Qujarat, reclamation of 
ravine lands and recreation of forestry. 

Misuse of forest land and indiscrimi¬ 
nate felling of trees have unfortunately 
continued unabated during the last several 
centuries and. have led to widespread dege¬ 
neration of soil, scarcity of timber and 
fodder, frequent floods and famines and 
erratic rainfall. Consequently an impor¬ 
tant precondition for the success of this 
plan is the unflagging protection and pre¬ 
servation of all forest land, both existing 
and those to be developed. Moreover, 
the programme jatust include suitable 



machinery to mobilise public opinion in 
favour of the afforestation programme. 

The core of the plan is the afforestation 
of an area of 7.5 million hectares within 
20 years in a phased manner: an area of 
100,000 hectares annually in the first five 
years; 400,000 hectares annually in the 
next five years; and 500,000 hectares an¬ 
nually during the remaining ten years. 

Also included in the plan is grass culti¬ 
vation over two million hectares—100,000 
hectares annually over a period of 20 years. 
As far as possible, blocks of at least 100 
to 200 hectares have to^be suitably located 
to economise the cost of barbed wire 
fencing. The technique of afforestation 
and extension of grasslands will depend 
upon various factors such as land configu¬ 
ration. climate, rainfall, and, therefore, 
a separate wing under the Forest Depart¬ 
ment will have to be created for imple¬ 
mentation of this programme. The report 
has, therefore, rightly suggested the crea¬ 
tion of Forest Extension Service to mobilise 
public support in favour of these projects. 

As the proposed programme of affores¬ 
tation and grass cultivation fbrms the core 
of the plan, it is natural that the involved 
investment has been estimated at around 
Rs 1,245 crores. The report has suggested 
that it should be apportioned between the 
centre and the states in the ratio of 75 : 25 
per cent in the first five years; 66i : 
33* per cent in next five years; and 
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50 : 50 per cent during the remaining 10 
years. This suggestipn has been made on 
the understanding that the gradual exten¬ 
sion of the forests and grass lands would 
benefit the states financially and in turn 
they will be able to bear increased part 
of the total cost. 

The deterioration of fertile soil is caused 
by heavy dust storms making adequate 
vegetal belts as wind-breaks. It has* there¬ 
fore, been suggested that afforestation for 
wind-breaks should be taken up along 
banks of canals and their distributaries, 
metalled and unmetalled roads of PWD, 

, zila parishads, municipalities and other 
corporate bodies and railway tracks. Each 
state would be required to afforest annu¬ 
ally not less than 2,000 hectares of canal 
banks, railway strips and 500 km. of road 
sides. In 20 years, 40,000 hectares along 
canal banks and railway tracks and 10,000 
km. of roadsides, could thus be afforest¬ 
ed in each state, covering a significant 
area at present lying unproductive. 

Lands affected by saline and alkali, 
which are not very favourable for normal 
growth of vegetation, come next in the 
proposed plan. As an essential prelude to 
implementation of reclamation operations, 
a proper soil survey of affected lands has 
to be carried out so that in initial stages 
only such areas are selected for treatment 
as are less refractory. In the first instance 
more pragmatic and inexpensive treat¬ 
ment of soils, such as, leaching, improving 
drainage and use of mulches, has to be 
undertaken to induce more favourable 
conditions. At the same time techniques 
of afforestation such as methods of soil 
working, choice of tree, shurb and grass 
species, t\pe and nature of planting stock 
will have to be discreetly adopted for desi¬ 
red results. A 10-year plan involving nearly 
Rs 25 crores proposes to afforest 160,000 
hectares of saline and alkali lands. Al¬ 
though this is a comparatively modest 
plan, in view of the fact that no organised 
; attempt has been made so far in this direc¬ 
tion on a large scale, this can be consi¬ 
dered reasonable. 

•’'; ; #fext in importance is the catchment 
4Mqltarnation programme, which aims at 
reducing water erosion of hill sides and 
raVines. Water being a major agent of 
erosion in catchment areas, the formation 
^of the sub-catchment or sub-watershed is 


essential. The study reveals that compre¬ 
hensive catchment control measures in¬ 
volve besides forestry^ other disciplines 
such as agriculture, engineering and soil 
conservation. Consequently a single orga¬ 
nisation having experts in these subjects 
has to be set up to deal with the problem 
in a coordinated mannbh Each catchment 
or watershed has to be treated as a single 
unit. Private land of strategic importance, 
falling within the catchment may have to 
be taken over for treatment, unless the 
private land owner is willing to cooperate 
in the process. 

Rajasthan has an area of 3.13 million 
hectares of unstabilised sand dunes. Since 
the technique of stabilisation of sand du¬ 
nes through forestry practices has achiev¬ 
ed practical results, a 20-year programme 
has been outlined with an annual target 
of 21,500 hectares. It has been suggested 
that not more than 50 per cent dunes in 
the neighbourhood of any populated area 
should be taken up for afforestation. This 
would make available parts of dunes for 
use by inhabitants who would thus not be 
put to undue hardship. Afforested dunes 
have to remain closed to cattle grazing, 
browsing by goats, sheep and camels and 
biotic interference for a period of 
20 years. 

Then, there are stabilised sand dunes, 
which in western Rajasthan have been 
estimated at 9.28 million hectares. Such 
sand dunes also have to be brought un¬ 
der protection against cattle grazing and 
browsing by goats, sheep and camels. The 
target for closure will have to be 200,000 
hectares at 10,000 hectares per year. In 
selecting areas for closure, efforts will 
have to be made to choose first those in 
the proximity of populated areas. As in 
the case of non-stabilized sand dues, only 
50 per cent of the stabilized dunes have 
been proposed to be selected during 
the first 20 years so that the rest remain 
accessible to the people around. 

Another 20-year afforestation prog¬ 
ramme has been proposed for land masses 
of the Aravallis, which present a great 
diversity of soil condition. Tree planting 
or grass culture will have to be in compact 
blocks as far as possible and not sporadic. 
Gaps iii the Aravalli ranges will have to be 
afforested witfr shelter belts of sufficient 
depth of around 20 stagtfecfe6row$» For 
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the sake of compact afforestation, private 
land in strategic zones has been proposed 
to be acquired by the government. 

The tree afforestation programme in 
arid areas of Kutch includes shelter belts 
located along the border of the Rami of 
Kutch as well as in commanded areas of 
Oantiwada reservoir. The state Forest 
department has tried several species of 
trees, but only one, Prosopis Chilesis has 
withstood the highly saline conditions. 
Consequently special techniques will have 
to be evolved for the programme. The agri¬ 
culture extension staff will have to create 
a favourable atmosphere for the extension 
of farm forestry by proper selection of 
site and planting techniques. Also mixed 
plantations of fuelwood species will have to 
be raised in the vicinity of habitations on 
suitable waste and panchayat lands and 
village commons. 

An integrated programme of ravine re¬ 
clamation involving agriculture, engineer¬ 
ing, soil conservation, horticulture and 
afforestation has been outlined in the 
report. Though the maximum possible 
region has to be assigned to agriculture, 
operations will have to be confined to more 
manageable areas comprising shallow 
and broad ravines because the bulk of 
them are deep and narrow and unfit for 
cultivation. Ravines fit for agriculture are 
estimated at 20 per cent of the total ravine 
area. Hence these ravines will have to be 
appropriated for agricultural and horti¬ 
cultural purposes and the remaining 80 
per cent for forestry 

By way of conclusion it may be pointed 
out that this afforestation programme 
though fairly ambitious, is essentially 
sound. Nevertheless, it has to be adjusted 
in the country's various Plan programmes. 
Till now, this field has been completely 
neglected. The funds provided were grossly 
meagre. For instance, during the entire 
period of planning from 1951 to 1974 
Rs 347 crores were set aside for the soil 
conservation programmes out of which Rs 
277 crores were spent on bunding in agri¬ 
cultural fields. A pitiably small sum of 
Rs 70 crores was all that was left for soil 
conservation programmes including 
afforestation. This gross neglect makes a 
thorough revision of policy necessary and 
in that context the present report of the 
Foundation is indeed timely. 
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Capital's Corridors 

R. C. Ummat 

Rural banks * Credit relaxation • OPEC's 
decision • NPCC's performance 


A beginning in the establishment of re¬ 
gional rural banks under the 21-point 
economic programme, which was an¬ 
nounced by Mrs Indira Gandhi in July, 
is envisaged to be made on October 2— 
the birthday of Father of the Nation, 
Mahatma Gandhi—with the setting up 
of five such banks at Moradabad and 
Gorakhpur in Uttar Pradesh, Bhiwani in 
Haryana, Jaipur in Rajasthan and Malda 
in West Bengal. These banks are being 
sponsored by the Syndicate Bank, the 
State Bank of India, the Punjab National 
Bank, the United Commercial Bank and 
the United Bank of India, respectively. 

An ordinance issued last week on the 
subject stated that the share capital of 
the regional rural banks will be subscrib¬ 
ed to the extent of 50 per cent by the 
central government, 15 per cent by the 
state governments concerned and 35 per 
cent by the sponsoring commercial 
banks. The management will vest in a 
9-member board, headed by a chairman 
to be appointed by the central govern¬ 
ment. The central government will also 
nominate three other members of the 
board. The sponsoring banks and the 
state government concerned will nominate 
the remaining five members in the ratio 
of 3:2. 

similar pattern 

Basically, the regional rural banks 
would work on the pattern of scheduled 
commercial banks. But they will differ 
from the latter in four important res¬ 
pects. Firstly, the area of operation of 
a regional rural bank will be limited to 
a particular region, comprising one or 
more districts in a state. Secondly, they 
will grant loans and advances particul¬ 
arly to small and marginal farmers and 
agricultural labourers. The rural artisans, 
small entrepreneurs and persons of 
small means engaged in trade aind other 
productive activities will also be entitled 
to receive loans and advances from these 
banks. 

In view of the stipulation that the 
regional rural banks will be specifically 
catering for the requirements of the 


people with small means, their lending 
rates are not envisaged to be higher than 
those of cooperative societies. This is a 
third major difference between these 
banks and the scheduled commercial 
banks. 

The fourth difference between the 
two types of banking institutions will be 
that the salary structure of the emplo¬ 
yees of the rural banks will be pre¬ 
scribed by the central government having 
regard to the salary structure of the 
employees of the state governments and 
local authorities of comparable level and 
status in the area of operation of 
these banks. 

viability as criterion 

Although the ordinance is silent about 
the types of securities that might be 
required by the regional rural banks 
against their loans and advances, it is 
expected that they will be primarily in 
the form of the viability of the projects 
to be financed. Specific guidelines in 
this regard are understood to be being 
finalised. 

For some time, the operations of the 
regional rural banks are envisaged to 
supplement—and not supplant—the loans 
and advances of the nationalised banks 
to the agricultural sector and other vul¬ 
nerable sections ol society. But in course 
of time, the grant of loans and advances 
to small and marginal farmers: agricul¬ 
tural labourers, rural artisans, small en¬ 
trepreneurs and persons of small means 
engaged in trade and other productive 
activities might be transferred exclusively 
to them in conjunction with cooperative 
societies, particularly in the agricultural 
sector. 

* * 

Despite the fact that the union Fin¬ 
ance minister, Mr C. Subramaniam, has 
ruled out relaxation of bank credit for 
the time being, in the interest of contain¬ 
ing the prices spiral, opinion seems to 
be growing in the banking circles that 
some relaxation of credit limits as well 


as a induction in the lending rates will 
have to be resorted to in the near future 
—probably with the onset of the busy 
season. It is being felt that the demand 
for the products of several industries 
has stagnated in the past few months 
with the result that stocks are piling up 
both at the industry and trade levels. 

If the recent encouraging trends in pro¬ 
duction are, therefore, to be fostered, 
demand will have to be induced at an 
early date lest the mounting stocks 
should have an adverse effect on pro¬ 
duction. In some industries particularly 
in the engineering sector, of course, 
efforts are being made to step up ex¬ 
ports. But exports alone, it is felt, can¬ 
not sustain a steady increase in produc¬ 
tion for long in the absence of a revival 
of domestic demand. 

lending rates 

According to some bankers, the lend¬ 
ing rates can easily be reduced to 14/15 
per cent on the upper side from the pre¬ 
sent 18 per cent. This, however will 
involve re-discounting of securities by 
the Reserve Bank at 9.5 per cent, in¬ 
stead of 12.5 per cent at which rate 
majority of the re-discounting opera¬ 
tions are being done at present. The 
deposit rates of banks for the time being 
may not be modified, but the tendency to 
have very long-term deposits at high in¬ 
terest rates may have to be curbed. 

A reduction in the lending rates of 
banks is expected to have a salutary 
effect on production and distribution 
costs, besides being helpful in stimu¬ 
lating demand. It is, therefore, 
being argued that relaxation in credit 
policy would not have any adverse 
effect on the price level. 

In the case of some products the de¬ 
mand for which is stated to have gone 
down by any thing up to 20 per cent, it 
is felt that some downward adjustment 
in the excise levies on them also should 
be helpful. The fears about such a step 
leading to a reduction in the excise 
revenue of the centre and the state 
governments, it is pointed out, are un¬ 
justified. If the demand continues to be 
slack and this leads to cutbacks in pro¬ 
duction, a reduction in excise revenue, 
it is felt, cannot be ruled out. But if 
through revival of demand by lowering 
the prices of these products with a 
downward adjustment in excise levies, 
production and sales can be stepped up, 
there may not be any setback to revenue 
receipts. 

Revival of domestic demand, it is 
further pointed out, is also warranted 
to foster employment. 

The last week's ordinance on bonus 
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payments, it is felt, should be helpful to 
some extent in improving the finances of 
industrial and commercial undertakings 
and this should go some way in mitigat¬ 
ing the rigours of the current credit sq¬ 
ueeze—officially styled as credit planning. 
But since nearly 50 per cent of the sav¬ 
ings from bonus payments will be mop¬ 
ped up by the government in the form of 
taxation in the case of the industrial and 
commercial undertakings which are mak¬ 
ing profits, the improvement in the 
finances of these concerns may be only 
marginal. This, therefore, will not ob¬ 
viate the need for relaxation of credit 
curbs. 

* * 

The decision of the Organisation of 
Petroleum Exporting Countries (OPEC) 
to raise oil prices by 10 per cent with 
effect from October 1, though not as 
rigorous as feared earlier, is expected to 
hit hard especially the developing coun¬ 
tries such as ours which are already 
finding it difficut to service their oil im¬ 
ports owing to the near-quadrupling of 
oil prices in the last two years. The fresh 
increase in prices is estimated to have 
cast on our country an additional burden 
—at the current level of consumption— 
of nearly Rs 108 crores in a full year. 

During the current financial year, our 
oil import bill, which was expected to 
be around Rs 1200 crores, will go up by 
Rs 54 crores unless imports are curtail¬ 
ed, primarily through raising indigenous 
production. The scope for any significant 
reduction in consumption is said to be 
extremely limited. Such a step, it is 
feared, will have an adverse effect on the 
current production trends in the 
economy. 

The union government has yet to 
decide whether the consumers of pet¬ 
roleum products should be asked to 
directly shoulder the additional burden 
or some adjustments should be effected 
in the excise levies on the various petro¬ 
leum products in the interest of keeping 
them at the present levels. Since the 
annual additional burden is not insigni¬ 
ficant—it may even increase if the 
OPEC decides to further raise oil prices on 
July 1 next year (the current prices are 
to be valid upto June 30)— a modest up¬ 
ward revision in the prices of some pet¬ 
roleum products cannot be ruled out. 

Some satisfaction, of course, is be¬ 
ing expressed here that oil prices have 
not been raised by the OPEC by 15/20 
per cent, as urged by several members 
of the organisation, at one stroke on 
October 1 or in two stages—by 10 per 


cent on October 1 and further by 5 per 
cent on January 1. 

* * 

The National Projects Construction 
Corporation Limited (NPCQ—a joint 
venture of the central and the state 
governments—indeed, has done well 
during 1974-75. The final tally of its 
operations has revealed that the out-turn 
last year was as much as Rs 11.40 crores, 
as against the year's budget estimate of 
Rs 9.5 crores and the previous year’s 
out-turn of Rs 8.35 crores. Thus, the out¬ 
turn of the corporation has gone up in 
one year by 35 per cent. Compared to 
1970-71, last year’s out-turn was almost 
three times. 

Significantly enough, the record out¬ 
turn last year was achieved by the cor¬ 
poration in the face of serious difficul¬ 
ties, both in respect of materials and 
labour, as well as the transportation 
bottlenecks in the areas it is executing 
major contracts. The increase in out¬ 
turn is primarily accounted for by the 
enhanced productivity of the staff; the 
personnel strength was not increased 
last year. There was also a marked im¬ 
provement in the utilization of the eq¬ 
uipment with the corporation. Hie eq¬ 
uipment holding has remained around 
nearly Rs 6 crores in original cost dur¬ 
ing the last four years. 

After meeting in full the establish¬ 
ment and interest charges and making 
various other statutory provisions for 
depreciation, etc., the net profit earned 
by the corporation last year was as much 
as Rs 55 lakhs, as against Rs 25 lakhs in 
the previous year and 6.83 lakhs (from an 
out-turn of Rs 8.23 crores) in 1972-73. 
The percentage of cost of work to the 


value of work done last year waa 95.12, 
as against 97.04 in the previous year 
and 99.17 in 1972*73. 

The profitability ratios of the cor¬ 
poration during the last three years 
have registered impressive improvements. 
The percentage of profit before tax to 
the value of work done went iip from 
0.83 in 1972-73 to 2.96 in 1973-74 and 
further to 4.86 last year. The percentage 
of profit before tax to net fixed assets 
was 1.69 in 1972-73 and 6.45 in 1973-74. 
It rose to as much as 15.04 in 1974-75. 
There was a similar improvement in the 
percentage of profit before tax to the 
total capital employed—from 1<09 and 
4.25 in 1972-73 and 197.v74 *o 8.63 in 
1974-75. 

now ordars 

The order book of the corporation 
is stated to be quite satisfactory at pre¬ 
sent. Whereas several important works, 
including the Pench masonry dam in 
Maharashtra (costing approximately 
Rs 4.5 crores) and the upstream naviga¬ 
tion lock, the Bagmari trash rack and 
the Kalindri regulator of Farakka bar¬ 
rage, have been recently completed by 
the corporation, it has secured another 
two big contracts—the construction of a 
composite dam over the river Pench at 
Totladoh—a joint venture of the Maha¬ 
rashtra and Madhya Pradesh governments 
—costing approximately Rs 21.49 crores, 
and the section 12 of the Calcutta Met¬ 
ropolitan Transport Project costing 
Rs 6.25 crores. During the last six 
months, the corporation has been able 
to secure contracts to the value of 
Rs 31.25 crores. Works worth Rs 40 
crores are already in the pipeline. It is 
planned to increase the out-turn by 20/30 
per cent from this year onwards. 
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PAINT OF VIEW 

Kangra forges ahead 


That “a little extra’* matters. In es¬ 
sence, this is the story of the assistance 
currently being provided by the Federal 
Republic of Germany for the agricul¬ 
tural development of Kangra district, in 
Himachal Pradesh, which 1 had an op¬ 
portunity of visiting a few days ago 
along with a dozen other fellow journa¬ 
lists. 

Though financially just on a moderate 
scale, the West German assistance, in 
conjunction with the advice of some 
technical experts from there, who are 
well-versed in the modern techniques of 
farming, horticulture and animal hus¬ 
bandry in the temperate hilly areas, is 
proving of very significant value in foster¬ 
ing the development of the area towards 
gn early take-off stage. Of course, the 
Indian experts manning this develop¬ 
mental project, who have considerable 
experience in their own fields, too are 
contributing to the success of the pro¬ 
ject to no small extent. Their experience 
has been precious, for the climatic con¬ 
ditions in the district—the largest in the 
state—vary From temperate in the north 
to sub-tropical in the south (The eleva¬ 
tion of the tract varies from 300 metres 
to as much as 5,000 metres above the 
mean sea level). 

experience welded 

The experiences of the experts from 
the two countries have now been well 
welded through team work and good un¬ 
derstanding though there is evidence avail¬ 
able of inadequate appreciation on the 
part of the state government of this in 
the initial stages, which to a large extent 
was responsible for the slow progress of 
the project till about three years ago. 
An eloquent testimony of the current 
good understanding and team work 
was available during my discussions 
with the project authorities—Mr Peter 
Gebauer, the leader of the West German 
team, Dr Charanjit Singh, the project 
officer and Mr J. K. Parmar, the horti¬ 
culture expert—as well as the young, 
dynamic admininistration and develop¬ 
ment chief of the district, Mr M.K. Kaw, 
who has initiated recently studies for 
making the development programmes as 
purposive and practical as possible. 

The success achieved by a similar 
project earlier in the Mandi area, also in 
Himachal Pradesh, was stated to have 
prompted the West German government 
to tend its helping hand in the Kangra 
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district, which at the decision-making 
stage in 1966 was a part of Punjab. The 
district came to Himachal Pradesh in 
November, 1966, when the erstwhile 
Punjab state, which had been reduced to 
slightly less than half in size at the time 
of the partition of the country in 1947, 
was further sub-divided into Punjab and 
Haryana following the clamour for a 
purely Punjabi-speaking state. The Kan¬ 
gra district was then transferred to Hima¬ 
chal Pradesh as it had many things in 
common with the adjoining hilly areas 
comprising the then union territory of 
Himachal, which originally was formed 
through the merger of numerous princely 
states. 

final touches 

Most of the spade work on the project, 
thus, had been done by the Punjab 
government. Only final touches remained 
to be given to the programme by the time 
it was launched in February, 1967, to 
begin with as an adjunct of the Mandi 
project. The scheme assumed individual 
identity in 1970. Since the Kangra dis¬ 
trict soon after being transferred to 
Himachal Pradesh also comprised some 
areas now forming the Una and Hamir- 
pur districts, the project continues to spill 
over to these districts. 

The primary objective of the project, 
inline with the philosophy of the inten¬ 
sive agricultural district programme, is to 
create infrastructure for agrarian deve¬ 
lopment so that the area can become self- 
sufficient in foodgrains at an early date. 
Another basic aim is to improve steadily 
the standard of living of the peqple. The 
first objective is sought to be achieved 
through molernising agriculture and 
second through the development of hor¬ 
ticulture, encouraging the growing of 
vegetables and assisting the subsidiary 
occupations of poultry breeding, bee¬ 
keeping and cattle rearing. 

The farming community is being pro¬ 
vided through the project opportunities 
of learning the modern techniques of 
agriculture—cultivation of high-yielding 
varieties of foodgrains (particularly rice, 
maize and wheat, which are the" main 
crops of the area), application of ferti¬ 
lizers, pesticides, etc, and use of improv¬ 
ed farm implements. This knowledge is 
imparted not only through holding train¬ 
ing camps and distribution of posters, 
leaflets and pamphlets in easily compre¬ 
hensible language but also—and more 
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importantly—through arranging demons¬ 
trations on farmers* own plots. A mobile 
publicity unit has also been set up. Op¬ 
portunities are as well seized of pancha- 
yat meetings to have a dialogue with far¬ 
mers. During the four years to 1974-75. 
over 4,000 demonstrations had been ar¬ 
ranged, besides the unorganised meetings 
held at the times of visits of agriculture 
inspectors and gram sewaks. The num¬ 
ber of farmers trained in modern techni¬ 
ques by the end of 1974-75 had exceeded 
162,000. 

A further ambitious programme for 
the training and information activities 
has been drawn up recently. Under it, 
an information centre has been establish¬ 
ed with an information and exhibition 
cell as well as a printing cell. With its 
mobile units, the centre will cover the en¬ 
tire area and is envisaged to serve the 
farmers of the three districts of Kangra, 
Una and Hamirpur at their door-steps. 
The basic aim of the centre is to streng¬ 
then the dissemination of technical know¬ 
how and research findings amongst tillers 
to help them in increasing yields per unit- 
area. The centre will also disseminate 
knowledge about vegetable growing, plan¬ 
tation of fruit trees, multiple cropping, 
bee-keeping and poultry-breeding. The 
period of training camps is proposed to 
be increased from the present two days 
to five days. The camps will be held 
once in each crop season in each of the 
21 blocks of the project. 

farm inputs 

Not only is the farming community 
being imparted knowledge of modern 
techniques in their various spheres of 
activity, but endeavours are also made to 
ensure to them as adequate supplies of 
essential farm inputs as possible within 
the overall constraints on the Indian 
economy. The supplies of fertilizers 
arc being ensured through imports on 
grant basis of 15 : 15 :15 complex fer¬ 
tilizer from West Germany. This fertili¬ 
zer is considered an appropriate basal 
dose of nutrients for the soil, to be aug¬ 
mented with particular nutrients, pur¬ 
chased locally, in the light of soil analy¬ 
sis of the plots of farmers. A well-equip¬ 
ped soil testing laboratory has been set 
up for analysing soil characteristics. 

Till now, nearly 21*500 tonnes of 
15 : 15 : 15 complex fertilizers have been 
received from West Germany. They are 
sold to the farmers at ••poor* prices. The 
proceeds are being utilised for financing 
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the various activities of the project. The 
total generation of ftmds through this 
process since the inception of the project 
up to June 30, 1975, amounted to 
Rs 79,83,624. As out of the 21.500 
tonnes of fertilizer received as aid from 
West Germany, 8,500 tonnes have come 
only recently, the generation of funds is 
expected to go up by the end of this year 
to approximately Rs 167 lakhs. In the 
initial stages, some farm equipment, dril¬ 
ling machinery and vehicles, valued 
at about Rs 50 lakhs, were also 
made available by West Germany free of 
cost. The cost of maintaining the German 
experts too is not debited to the project 
account. As against this West German 
assistance, the state government is alloca¬ 
ting annually the normal funds required 
for an intensive agricultural district pro¬ 
gramme. The services of the Indian ex¬ 
perts too are financed by the state gov¬ 
ernment. 

impressive strides 

The strides made in encouraging the 
use of fertilisers in the project area have 
been quite impressive The distribution 
of all the three plant nutrients—nitrogen, 
phosphorus and potash—went up from a 
bare 4,254 tonnes in 1966-67 to as much 
as 19,866 tonnes in 1973-74. The distri¬ 
bution last year aggregated to 17,273 ton¬ 
nes and during the five months to August 
this year to 3,774 tonnes. 

The supplies of pesticides, which are 
procured from indigenous sources, also 
have grown significantly, though not to 
the same extent as those of fertilizers. In 
1966-67, the pesticides distributed in dust 
form aggregated to 15,922 kgs and those 
in liquid form to 122 litres By 1968-69, 
they had increased to as much as 43,334 
kgs and 712 litres, respectively. There¬ 
after, there have been wide fluctuations 
in the application of pesticides, but still 
last year’s figures at 18,940 kgs and 570 
litres were significantly higher than the 
1966-67 figures. During the five months 
to August this year, 10*038 kgs of pesti¬ 
cides in dust form and 350 litres in liquid 
form have been distributed. The area 
covered under plant protection measures 
increased from 29,982 hectares in 1966-67 
to as much as 99,712 hectares in 1971-72. 
Thereafter, this figure has gone down 
considerably. Presumably, the wide fluc¬ 
tuations in the above figures is due to 
some supplies being secured by the far¬ 
mers on their own. In 1974-75, the area 
covered under plant protection measures 
was 12,580 hectares. During five months 
to August this year, it aggregated to 
9,636 hectares. The decline in the area 
under plant protection measures needs 
to be thoroughly gone into so that if 
there has been any setback to this activity, 
it can be fittected at an early date. 
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The supplies of seeds of high-yielding 
varieties of foodgrains as well as veget¬ 
ables are being ensured from the project 
area itself. Six seed multiplication farms 
have been set up for this purposes under 
the project at Bhadiarkhar, Bhatooh, 
Jachh, Paprola, Shahpur and Pekhubella. 
The nucleus seed for sowing at these farms 
is received from the agricultural complex 
of the University of Himachal Pradesh. 
The project seed farms produce foun¬ 
dation stock which is supplied to farmers 
adopting modern agricultural practices 
and having assured irrigation facilities 
for further multiplication. The produce 
of these select progressive farmers is pur¬ 
chased by the project authorities. It is 
mechanically cleaned, graded and treated 
with the help of seed cleaning and grad¬ 
ing machines. The cleaned and graded 
seed is then supplied to the farmers all 
over the project area. Last year, no 
seeds of foodgrains were imported from 
outside the state. In fact, the surplus 
quality seeds from the project area were 
supplied to the other districts of the state, 
including Kulu, Simla, Solan and 
Chamba. 

Although the project area is not yet 
self-sufficient in the production of vege¬ 
table seeds, it is expected to attain self- 
sufficiency in this respect very shortly. 
The supply of quality seed to the needy 
farmers is being financed through a 
Rs 10-Iakh revolving funds created out of 
the sale proceeds of the fertilizer supplies 
from West Germany. 

horticulture development 

The horticulture development pro¬ 
gramme includes, besides imparting of 
technical know-how for establishing plan¬ 
tations on modern lines and developing of 
better strains of the fruits suitable to the 
climatic conditions of the district, provi¬ 
sion of seedlings and loans to farmers. A 
good deal of work has been done in iden¬ 
tifying the fruits that can be grown in 
the area. These include mangoes, dtrus 
fruits, peaches, pears, plums, grapes, 
walnuts, permison, loquat, apples, and 
pecannuts—a fruit comparable to walnuts, 
but much more soft and oil-bearing than 
walnuts—the seed for which was import¬ 
ed from the United States. 

Seven plant nurseries are already 
there in the project area at Palampur, 
Multhan (Brot), Shahpur, Gummer, Jachh, 
Bhatoon and Dharamsala. Another pro- 
geny-cum-demonstration orchard is pro¬ 
posed to be established shortly in Ind- 
pur. With the establishment of this nur¬ 
sery and one more in the Kangra sub¬ 
division, the project area is hoped to be¬ 
come self-sufficient in the requirements 
of fruit plants. 

Impressive progress has already been 
recorded in the growing of citrus fruits 
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and good varieties of mangoes on lands 
at the lower altitudes of the district. The 
aim is to make the district ns renewed in 
these fruits as ike Kuhi valley is Tor t 
growing apples. SigaHMent eactiM&as 
been achieved for introducing the other 
fruits suitable for growing in the varied 
climate of the district. Along with in¬ 
troducing into the area seperior varieties 
of fruits, the local varieties are being im¬ 
proved upon through top working. As a 
result of these efforts, the district now 
has 6,598 hectares under orchards, as 
against 1,117 hectares in 1966-67. 

marketing organisation 

Assistance is being provided under the 
project not only for encouraging growing 
of fruit trees and improving the quality of 
local products, but also for organising 
marketing in a better way so that the 
return from this avocation can be enhan¬ 
ced. A fruit preservation and canning 
unit is being put up at Hatwas (Nagrota). 

It is expected to be commissioned next 
year. The establishment of this unit and 
the revival of the another one in the 
Nurpur area, which was shut down some 
time ago, it is hoped, will augment the 
fruit processing facilities in the district 
to the desired extent for the time being. 
The district has at present one such unit 
working in the cooperative sector at 
Dhaliara. The Himachal Pradesh Agro- 
Industries Corporation is proposed to be 
soon brought into the marketing of Kan¬ 
gra fruits. Last year it marketed small 
quantities of oranges. 

A very important activity undertaken 
by the project authorities, which has im¬ 
mense bearing both on farming and hor¬ 
ticulture, is the development of the irri¬ 
gation potential of the state. Irrigation 
is considered crucial for the development 
of the area despite the fact that the ave¬ 
rage annual rainfall is considerably high 
—between 100 and 250 ems (even 
more in the high altitude areas of the 
north), for nearly 75 per cent of the total 
precipitation occurs in the four months 
to September. The accent till now has 
been on deep bore tubewells and lift irri¬ 
gation. Already 13 tubewells, having a 
discharge of 2,500 to 50,000 gallons of 
water per hour, have been completed in 
the project area. Another about 14 deep 
bore tubewells are proposed to be drilled' 
in the next couple of years. Dugwell 
and pump irrigation too is being fostered. 
Some “kulhs” for gravity flow irrigation 
have also been renovated. The develop¬ 
ment of the irrigation potential of the 
district is expected to gather momentum 
as a result of the recent acquisition by 
the project authorities of one Indian- 
made rotary rig. The renovation of old 
kulhs* which have gone out 6{ commis¬ 
sion as a result of the deepening of the 
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rivulet beds isexpected to «mtive 
greater attcotfonin thd;ti<Mfe Mi» A 
sum-tif H,»‘ }0 Ukiis fa proposed to be 
allocated out dfthc sale proceeds of the 
recently teoeived fertilizer supplies from 
West Germany for this purpose. 

Asa sequel to the augmentation of the 
irrigation facilities in the area and im¬ 
parting of the knowledge to farmers of 
modern agricultural techniques, multiple 
cropping is being undertaken on an in¬ 
creasing scale. Out of the 1,96,355 hec¬ 
tares net area sown currently in the Kan- 
gradistriet alone, 4,49,127 hectares are 
being sown more than once. 

average y ield up 

Compared to 1966-67, the average 
yield per hectare of land in the entire 
project area (comprising the districts of 
Kangra, Hamirpur and Una) is said to 
have gone up by last year by as much as 
111.14 per cent (from 6.056 quintals per 
hectare to 12.787 quintals per hectare) in 
the case of wheat, by 42.72 per cent 
(from 13.910 quintals/hectare to 19.582 
quintals/hectare) in the case of maize 
and by 69,53 per cent (from 8.260 
quintals/hectare to 14.003 quintals/ 
hectare) in the case of rice. The yield of 
rice per hectare in the project area, of 
course, has yet to go up to the average 
yield in the adjoining paddy-growing 
areas of Punjab. This is primarily due to 
the fact that the high-yielding varieties of 
rice more suitable for the hilly areas are 
still to be fully developed. So far as 
maize is concerned, a variety has already 
been developed which is more resistent to 
pests and diseases and the seed of which 
may not be replaced every year. The pro¬ 
ject area produced last year 171,509 
tonnes of wheat from 149,032 hectares, 
174,942 tonnes of maize from 97,862 
hectares and 55,354 tonnes of rice from 
43,920 hectares, as against 136,672 tonnes 
from 128,757 hectares, 124,950 tonnes 
from 92,582 hectares and 38,559 tonnes 
from 46,206 hectares, respectively, just 
two years earlier. Surely, no small 
achievement. 

It will, however, be presumptuous to 
infer from the above that not much re¬ 
mains to be done in the project area in 
so far as agriculture and horticulture ate 
concerned. The main advantage of the 
project has been derived till now by the 
relatively trigger landlords and horticul¬ 
turists. The smaller and the marginal 
farmers, by and large, have yet to be 
adequately brought into the orbit of the 
project. Their unit-area yields are stHl 
low. The increases in the overall unit- 
area yields in the three districts covered 
by the project, as mentioned above, do 
1 not truly reflect the increases registered 
on the Well-managed farms, which have 
beeni much more impressive. The project 
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authorities should do well in bestowing 
greater thought on this issue during the 
neat two years, before the project op¬ 
erations end in December, 1977, for as a 
result of the land distribution measures 
currently being taken, the number of 
small and marginal farmers can be ex¬ 
pected to grow fast. 

The state government is said to be 
anxious tojincrease agricultural output as 
well as the production of fruits in the 
area not only through intensive cultura- 
tion but also through extending the area 
under cultivation. During the past few 
months, 80,000 landless families are 
stated to have been allocated cultivable 
plots ranging between 3-4 acre and one 
acre out of the land accruing surplus as 
a sequel to the ceiling act or the village 
common land, which were earlier used 
for cattle grazing. Half of the village 
common lands are proposed to be 
brought under the plough, leaving the 
other half for grazing purposes. Approxi¬ 
mately 14,000 acres out of the village 
common lands, thus, are expected to be 
distributed to the landless, which with 
the land accruing surplus as a result of 
the ceiling act would raise the cultivable 
area in the district by about 18,000 
acres. Another 13,000-14,000 acres are 
expected to become available for distri¬ 
bution in the bet area which used to be 
submerged before the Pong dam was 
built. Efforts are being made to develop 
this land with assistance from the 
governments of India, the Federal 
Republic of Germany and of the World 
Bank. The distribution of this land 
among the landless too i$ proposed to 
be taken up in the near future. 

difficult job 

The task of educating the illiterate 
landless in modern techniques of farm¬ 
ing and horticulture apparently is not 
going to be an easy one. Further, they 
will need sizeable financial assistance to 
enable them to adopt the modern 
techniques. The cooperative movement 
in the district, which is politics-ridden to 
no small extent, cannot be expected to 
deliver the goods satisfactorily. It will, 
therefore, be quite appropriate if the 
Kangra district is allowed to have a re¬ 
gional bank under the prime minister, 
Mrs Indira Gandhi's 21-point economic 
programme. 

Another farming area which needs 
greater attention in the district is the 
cultivation of pulses and soyabeans. There 
is said to be good scope for introducing 
higlfyielding varieties of pulses in the 
district. Poultry breeding too has yet to 
gather momentum in the project. So 
also rearing of high-yielding milch cattle. 
The beginnings in the latter two spheres, 
of course, have already been made 
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through the establishment of V Jersey 
cattle breeding farm at Palampur, three 
poultry farms at Palampur, Bhawama 
and Ajoli, etc. A sheep breeding farm has 
also been put up at Tal, but this sphere 
of activity obviously has limited scope 
in the district due to the nomadic nature 
of the shepherd population. With a 
view to encouraging milk production, 
two chilling centres have been construct¬ 
ed under the aegis of the project at 
Kotla and Darkata. There is a pro¬ 
posal to set up under the project a milk 
product unit also. 

Bee-keeping and silkworm-rearing 
too need much more attention in the 
area than they have received till now. 
The farmers engaged in these avocations 
have found them to be quite profitable. 

fallow land 

The high proportion of current 
fallows in the district—they constitute 
nearly one-sixth of the cultivable area— 
is another area on which concerted 
thought needs to be bestowed. To some 
extent, this problem has its genesis in the 
tenancy laws of the state. But to a 
great extent it appears to be due to the 
lack of appreciation on the part of land¬ 
owners of the modern techniques of 
farming as well as inadequacy of 
their financial resources for investment. 

The problems of the tea planters of 
Palampur as well need to be attended to 
either by the West German collabora¬ 
tors in the project or the state govern¬ 
ment. The estab'ishment of a tea blend¬ 
ing plant at an estimated cost of about 
Rs 8 lakhs can go a long way in helping 
the tea planters, majority of whom are 
small planters with limited resources, 
in securing better prices for their pro¬ 
duce. Another few lakhs of rupees may 
have to be provided for the working 
capital of the project to begin with. 

It is, of course, encouraging to note 
that the funds available from the sale 
proceeds of the fertilizers received from 
West Germany as grants are being utiliz¬ 
ed, apart from educating the farmers or 
horticulturists of the project area in 
modern techniques, for the creation of 
permanent assets in the form of per¬ 
ennial irrigation sources, seed farms, 
fertilizer and seed storages, etc. By the 
time the project operations come to a 
close, each block in the project area is 
expected to have adequate storage 
facilities for fertilizers and improved 
seeds so that-they can be made available 
to be farming community at the right 
time in adequate quantities. 

The Kangra district, indeed, has 
tremendous potential for development 
The West German assistance has given 
an initial push for developmental activi- 
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ty. Vigorous action is envisaged ratbe not drawn up by the state government 

next two years before the tens of tbe in time. It is difficult to pick up the bet few % *Ju 

project expires. It will be a pity if an momentum once it is lost. Some very district ptefttting een. It iriip#;*toy 
adequate follow-up action programme is useful suggestions are contained in the win be unpiemrated soon. 

Rural credit and regional banks ffiNnatinlMm 


The recent decision of the government 
of India to set up a chain of regional 
rural banks constitutes a significant mile¬ 
stone in our quest for a rural credit struc¬ 
ture appropriate to the country’s needs. 
The objectives of rural credit policy in this 
country are familiar enough. In brief, 
policy has aimed at widening and deepen¬ 
ing the institutional coverage of rural 
credit needs. 

For several years, state policy in this 
regard laid emphasis on the development 
of the cooperative credit structure as the 
major instrument of building up a wide 
and viable rural credit system. And with 
state support, progress has been made. 
In 1951-52 short and medium term coope¬ 
rative credit was no more than Rs. 24 
crores. By 1971-72 the figure had gone up 
to Rs 608 crores. This progress, signi¬ 
ficant as it is, conceals considerable regio¬ 
nal unevenness. Even in areas where the 
cooperatives have had notable success 
there is reason to believe that the benefits 
have not extended to all strata of culti¬ 
vators. In particular, the small and margi- 
tiial fanner does not appear to have received 
his due share. 

relative neglect 

The very fact that the Reserve Bank 
was compelled not so long ago to sug¬ 
gest that cooperatives should aim at 
providing at least 20 per cent of their total 
credit fbr this class of farmers shows the 
relative neglect, if one may use a strong 
^expression, of their needs. The figures 
Also support this view. At the end of 
June 1973 though primary cooperative 
societies were supposed to cover 95 per 
cent of villages the average membership 
in the 158,000 societies was no more than 
253. Even amongst the membership, the 
proportion of borrowing members to total 
members was no more than 40 per cent. 
The reasons for the inadequate perfor¬ 
mance of cooperatives have been gone into 
on several occasions among others, by the 
Reserve Bank whose study of the overdues 
t$ the cooperative system pointed to the 
weaknesses in the structure emanating 
from the managerial deficiencies and in¬ 
effective post-credit supervision and loan 

; recovery. Cooperatives have also not 
fao&x abte to mobilise adequate resources 
A 9 see nip their continuing and large de- 
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pendence on the Reserve Bank for re¬ 
finance. 

A development of significance in the 
rural credit field in recent years has been 
the increasing participation of commercial 
banks in providing agricultural credit. 
This has been largely a post-nationalisa¬ 
tion development and from a figure of 
Rs 54 crores in June 1969, commercial 
bank direct credit to agriculture had risen 
to Rs 540 crores in December, 1974. This 
is, by any reckoning, a significant achieve¬ 
ment but it is a chastening thought that 
this figure still represents no more than 6 
per cent of total commercial bank credit. 
It shows the magnitude of the job yet to 
be done. The main instrument to bring 
about an expanding role of commercial 
bank credit to agriculture has been the 
branch expansion in the rural areas. In 
fact, about half of the total number of 
bank branches opened since 1969 have been 
in the rural areas. Even as in the case of 
cooperatives, there are considerable regio¬ 
nal disparities in commercial banks’ rural 
credit operations. A large part of the 
credit has gone only to a few areas. Several 
parts of the country remain underbanked 
and underfinanced. 

institutional credit 

Altogether, the share of institutional 
credit today is estimated at somewhat over 
a third of total rural credit needs. This 
indicates the very considerable gap that 
remains. The gap lias assumed added 
significance now both in view of the quan¬ 
titative increase in credit demand, and, 
perhaps, more importantly, in the light 
of the profound qualitative change in the 
character of that demand that has follow¬ 
ed the effort at modernisation of agri¬ 
culture and inducting into it the new 
technology. Agriculture has now shown 
its demonstrable capacity to break out 
of the vicious circle Of low output and 
low investment. The new. technology is 


the key to this process. The modem tech¬ 
niques which are centred around assured 
water and wider application of fertiliser 
and increased adoption of high-yielding 
seeds—all call for more financial support. 
If the state has provided the infrastruc¬ 
tural facilities by extending irrigation and 
power, if adequate fertiliser is available 
and better seeds are waiting to be applied, 
it would be unfortunate if the fanner were 
unable to take advantage of this because 
he lacks finance as it is finance which could 
translate the inputs and technology into 
additional production. In other words, 
what is physically possible, technically 
feasible and economically viable should 
not falter because finance is not available. 

divisible technology 

An important aspect of the new techno¬ 
logy is that it is. by and large, divisible 
and this divisibility helps even the small 
farmer to adopt the new techniques. Yet 
the small farmer needs to be persuaded to 
adopt the new methods and financed to 
do so. In fact, it is only the adoption of 
the new techniques that could make for 
viability and efficiency of his operations. 
It is this class of farmers that is numeri¬ 
cally the largest and together with land¬ 
less labour and the petty artisan consti¬ 
tutes a significant proportion of the rural 
poor and it is to his needs that special 
attention needs to be paid 

A legitimate question could be raised 
as to whether a restructuring or refashion¬ 
ing of the existing credit institutions would 
not enable us to achieve the objects we 
have in mind. More specifically, if we 
are in a position to identify the weaknesses 
of the cooperative system whether orga¬ 
nisational , managerial or financial, could 
we not think in terms of improving them? 
Attention certainly has been given to this 
aspect of the matter. The major problem 
is to strengthen the cooperative credit 
system at the base level and touniversulise 
its membership. It is for this purpose that 
government has taken the decision that 
Farmers Service Societies should be set 
up at the base level pi the rural credit 
structure. This is a process which in its 
very nature will take time. Meanwhile, 
there is urgent need for filling the credit 
gap, ‘ ‘. 

Similarly, the limitations of the 
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TfiSte Guar Meal 
a high protein cattle feed 
if given to our milch animals 
can make our country 
self-sufficient in milk 


Malnutrition in its various forms is one of Guar meat tha former can sam consider- 
our country's pressing probiems. Protein able foreign ‘exchange end the tetter 
deficiency is proverbial and wide-spread, could "solve the protein deficiency. Guar 
This is because the per capita availability meal has approximately 92% digestive 
of milk is only about 160 ml per day as nutrients and 454 proteins. It has higher 
against the basic minimum requirement food value than Guar.itself and can be fed 
of about 580ml.lf all the Guar of approxi- as such or mixed withi grass, hay or husk, 
mately 2 lac tons per year produced in churi, bran or oil-cake. It not only in- 
the countfy is processed to separate its cresses the milk yield but also makes the 
constituents into Gum and high protein animals healthy and stronger. 


Hindustan Gum ft Chemicals Ltd.. Bhtwani, are producing Guar meal as a 
nutritious cattle Med. 
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enquiries for Guar meal to: 

Hindustan Gum 
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mmhr system in extending its 

rural credit coverage stem from the high 
cost of its operations and the attitudinal 
problems that arise from its basic urban 
orientation. The high cost of operations, 
in turn, reflects the salary structure, 
staffing pattern and high establishment 
costs. Commercial banks have found, 
wedded as they are to their present pro¬ 
cedures and systems, that servicing rural 
business is expensive and many rural 
branches uneconomic. Most of the rural 
branches of the commercial banks are to¬ 
day what are called deposit centres, in 
other words, branches whose credit de¬ 
posit ratios are well below the national 
average. 

Consequently the commercial banking 
system has effectively, though perhaps 
not intentionally, become an instru¬ 
ment of transmission of funds from 
the weaker rural areas to the more 
affluent urban sectors. This trend must be 
reversed and it is essential that, given the 
credit needs in the rural areas, the first 
step should be to see that the funds mobi¬ 
lised there arc also deployed there. The 
question of reducing banking costs has 
been considered several times. There have 
been proposals such as having a separate 
rural cadre of bank staff and the like but 
these have not succeeded. The altitudinal 
aspect is no less important, if commercial 
banks are to make an effective thrust in 
rural banking, their systems and pro¬ 
cedures, training and orientation have to 
be adapted to the rural environment. With 
the institutional set up of banks today, 
this is not likely to be either a quick or 
easy process. 

rural orientation 

Wc therefore need an institution which 
would combine the rural touch and local 
feel, a familiarity with rural problems 
and attitudinal identification with the 
rural economy which the cooperatives 
possess in large degree, with the modern 
business organisation, commercial discip¬ 
line, ability to mobilise resources and 
access to the central money markets which 
the commercial banks have—in other 
words an institution which is locally based, 
rurally oriented and commercially orga¬ 
nised, This is the rationale for the regional 
rural bank. 

The role of the new institution as pre¬ 
sently envisaged is that it should supple¬ 
ment and not replace the other institutio¬ 
nal agencies in the field. Integral to the 
idea of the rural bank is that it should 
have a two-way relationship both with the 
commercial banks on the one hand and a 
strengthened primary level society such 
as the Farmers Service Societies on the 
othei. The rural banks would thus be in a 


position.to draw on the sponsoring com¬ 
mercial bank for resources and also at least 
in the initial stages, for some organisa¬ 
tional support while their lending activities 
would, to the extent possible, be through 
the Farmers Service Societies. 

One of the important aspects, during the 
actual operation of the bank, would be to 
bring about coordination between the 
various credit agencies now in the field. 
It would clearly be wasteful if the various 
credit agencies were to cut into each 
other’s operations. Overlapping of func¬ 
tions is a luxury which we cannot afford 
and mechanisms would need to be 
devised to ensure proper coordination. 

It is in the light of these objectives and 
the type of functioning that is envisaged 
that one has to view the possible orga¬ 
nisational form which the rural banks 
would lake. 

The share capital of the rural bank is to 
be subscribed b\ the government of India, 
the state government and a sponsor bank 
which would be a public sector bank in 
the ratio of 50 per cent, 15 per cent and 35 
per cent respectively. The association of 
the state government would ensure con¬ 
tinuing coordination with the slate agen¬ 
cies concerned with rural developmental 
activities, while the association of the 
sponsor bank would provide the linkage to 
the wider commercial banking network. 

share capital 

As the raison d'etre of the rural bank is 
primarily to serve the needs of the small 
and marginal farmer, landless labour and 
small artisan in the rural areas, it is pro¬ 
posed that these banks would extend 
their loan assistance only to this class of 
borrowers. In fact, a ceiling is contemplat¬ 
ed on the limits of loans that would be 
sanctioned to any particular individual, 
operational details of which are under 
study. 

The other aspect of the banks' working 
is to keep a strict control on their cost of 
operations. It is now proposed "that the 
salary structure of the employees of the 
regional banks should be based on the 
scales prevailing in the relative state go¬ 
vernments. Tliis will, at one stroke, make 
their salary bill much less than that of 
commercial banks today. At the same time 
it would be necessary to keep down other 
costs as well and to pattern the organisa¬ 
tional hierarchy, behavioural pattern, 
business procedures and systems of the 
rural'banks not in the image of the com¬ 
mercial banks as they are now organised 
but on a basis more appropriate to their 
functioning. In a word the culture of the 
rural banks has to be distinct and different. 

Thi$ leads me on to the question of the 


personnel of the banks. If the banks have 
to cater for the rural population, under¬ 
stand their problems and have an affinity 
with the areas they seek to serve, il is essen¬ 
tial that they draw their staff from those 
with a rural background and orientation. 
The staff will also need to be specially 
trained and the training programmes, 
particularly of the executives of the rural 
banks, would need to be devised with a 
great deal of care and attention so that the 
object of the exercise is fully reflected in 
the attitudes of the personnel. 

Important question 

An important question that is under 
consideration is the location of these banks. 
It is proposed that the banks should be set 
up in areas which are comparatively back¬ 
ward and where the coverage at present 
by the commercial and cooperative banks 
is relatively poor. They should also be 
areas w'hich have potential for develop¬ 
ment and which can effectively absorb 
productive credit. At the same time, the 
special features of states in the north¬ 
east and states like Jammu and Kashmir 
will also have to be taken into account. 

These are all organisational aspects 
which currently are under examination and 
on which decisions may be expected soon. 
A Steering Committee is at present engag¬ 
ed in this task and it is the endeavour to 
set up 15 banks by October 2. 1975 and in 
any event, by the end of the \ear. Over a 
phased programme extending up to April 
1977, it is hoped to set up, subject to the 
constraints of manpower, as many as 50 
banks. 

The institution of regional rural banks 
thus represents a new experiment in our 
effort at building up a responsive and 
viable rural credit structure. In a vast 
country like ours where the regional 
economic pattern is so diverse and the 
problem of the rural economy so complex, 
no single type of institution is uniquely 
fitted to cater for all aspectsof a particular 
problem. In this particular instance, how¬ 
ever, w'c arc not writing on a totally clean 
slate. It is a case of adapting the insti¬ 
tution of commercial banking to the needs 
of the rural areas. In the ultimate analysis, 
the success of the rural banks is closely 
linked with other aspects of rural regene¬ 
ration such as provision of infrastructural 
facilities like water and power and the 
organisation of efficient and effective mar¬ 
keting arrangements. With their promise 
of provision of adequate and timeh credit 
to the small farmer, the rural banks*should 
be regarded as an important adjunct to 
the implementation of schemes of land re¬ 
forms and moratorium on rural indebted¬ 
ness to which added urgency has been 
imparted in the prime minister's 20-point 
programme. 
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POINT OF VIEW 


Realistic export strategy 


It is unfortunate that India which took 
to planned development soon after 
achieving independence does not have a 
realistic and consistent foreign trade 
policy. Even the export promotion policy 
resolution of the government of India 
which was passed in 1970 does not seem 
to have a proper and well thought-out 
plan for export strategy. The trade gap 
which emerged as a result of unplanned 
foreign trade was filled by foreign ex¬ 
change resources which were available 
on an ad hoc basis i.e. by using sterling 
balances till about 1956 and foreign aid 
later on. During the second and third Plan 
periods nearly one-fourth of our capital 
resources were provided by foreign aid 
which was utilised through the mecha¬ 
nism of foreign trade. Of late compelling 
reasons such as reduction in external 
assistance had made us not to depend 
much on foreign aid. 

For a country of the size of India to 
achieve a balanced trade at relatively low 
levels of imports and exports would be 
self-defeating. Speedy growth of our 
economy demands that our imports keep 
on rising. If wc neglect to raise our exports 
now, a large trade gap will emerge which 
will become a vicious circle by itself. All 
the more powerful donor countries have 
started refusing to be charitable in giving 
aid; hence self-reliance has become a 
necessity for our survival and national 
self-respect. 

During the last 25 years our exports 
rose at an annual rate of 2.4 per cent 
whereas the world exports increased at 
the annual rate of 7.3 per cent. In other 
words the pace of expension of our ex¬ 
ports was only about one-third of that 
of the world. 

deplorable plight 

The Lima conference group of 77 has 
brought to the fore the deplorable plight 
of developing countries in the absence of 
required foreign exchange resources. The 
compelling situation on the foreign ex¬ 
change front makes it necessary for 
developing countries to concentrate on 
evolving an export-oriented pattern of 
industrialisation. However, it has been 
the experience of such countries as India 
that the mere production of quality goods 
at competitive prices does not ensure 
success in world markets. The major 
reasons are (i) fast rising shipping freights 
and the (ii) inability of developing count¬ 
ries to offer adequate and timely credit 


to exporters at home and attractive credit 
facilities to purchasers abroad. In fact 
in a number of cases the incidence of this 
freight works out to be more than the cost 
of production of goods. 

Today India needs an aggressive 
infrastrucure policy for its foreign 
trade. Infrasttructure comprises ship¬ 
ping, banking, and insurance which 
provide the basic frame-work without 
which any thrust in the foreign market 
is difficult to achieve. If only wc 
had properly attended to this problem 
earlier, today we would not have this 
absurd situation. It is true that of late 
our shipping has registered a satisfactory 
growth, but still Indian ships carry only 
22 per cent of our foreign trade. In times 
of crisis it is only national shipping which 
stands by our foreign trade. The govern¬ 
ment of India has already accepted the 
policy objective that at least 50 per cent 
of India’s foreign trade should be carried 
in Indian vessels by the end of the 
fifth Plan period, Wc should develop our 
ports to be able to take bulk carriers and 
tankers. It is necessary' to establish a 
National Shipping Bank for which assis¬ 
tance can be sought from the IBRD. 

insurance facilities 

Along with shipping, insurance facili¬ 
ties should be developed. Fortunately 
our insurance industry is well-developed 
and it will not be difficult for it to cover 
the export trade risk. The next in impor¬ 
tance is banking. Since in these days 
“Trade Follows Bank” our bank 
branches located in foreign countries 
should be alerted to the task of expanding 
our exports. 

So far, foreign aid has provided crucial 
support to our economic growth. Now 
that this.support is largely withdrawn we 
have to formulate a foreign trade policy 
consistent with price stability. Price sta¬ 
bility is the sheet anchor of a successful 
export drive. The success of Japan and 
West Germany in world markets was 
mainly due to the near stability in the 
export prices of these countries in the 
crucial initial years. 

Trade statistics show that our country’s 
trade has progressed slowly. A slight fall 
in our imports due to favourable exchange 
rates from Rs 2,218 crores in 1965-66 to 
Rs 1,582 crores in 1969-70 made our 
policy-makers complacent about our ex¬ 
ports. But in 1970-71 this favourable 
atmosphere vanished as imports rose by 
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5.5 per cent to Rs 1,669 crores. Further, 
it became evident that unlike in the past 
we cannot service our debt by borrowing 
the corresponding amount. So, every 
dollar needed for debt payment has to 
be earned by export surplus only. Hence 
the new slogan : ♦‘export and prosper”. 
Of course several factors are responsible 
for trade decline. It was mainly due to 
the very structure of the economy. Our 
exports mainly depend on a few commo¬ 
dities and are exposed to wide fluctuations 
in earnings. An expanding export trade 
is a necessity for the economic growth of 
any country. Higher rates of economic 
growth depend on higher growth of ex¬ 
ports. 


Table I 

India's Share In World Trade 

(In million S) 


Year 

World 

exports 

Indian 

exports 

India's 
% share 

1963 

135,400 

1,626 

1.20 

1964 

152,200 

1,707 

1.12 

1965 

164,300 

1,686 

1.03 

1966 

180,800 

1,836 

1.02 

1967 

189,600 

1,613 

0.85 

1968 

212,100 

1,761 

0.83 

1969 

242,900 

1,835 

0.76 

1970 

279,900 

2,026 

0.73 

1971 

312,300 

2,034 

0.65 

1972 

369,800 

2,404 

0.65 

1973 

494,300 

3,123 

0.63 


Source : Industrial Times , Nov. 11,1974 


The infrasiructure of our country makes 
us highly import-hungry; perhaps im¬ 
ports are inevitable for a long time 
to come. Since we embarked upon a 
programme of economic advancement 
without adequate resources at out disposal 
import needs continue to be there. It is 
in this context that the role of export¬ 
earning should be viewed of strategic 
importance. 

In a system where a country tries to 
take full advantage of comparative cost 
analysis, the crucial role of foreign trade 
is self-evident. India has yet to give ade¬ 
quate attention to export planning. A 
trade programme should not be a mere 
after-thought to the production and invest¬ 
ment plan. A carefully thoughtout foreign 
trade plan will eliminate the dangers of 
intermittent foreign exchange shortages 
which cause trouble from time to time. 
What is required now is a plah for accu¬ 
rate estimation of the export earnings 
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and import necessities. This requires a 
careful assessment of the demand in 
major importing countries, the likely 
supplies that would he made available, 
the trend in prices and the influence of 
domestic and foreign policies on exports. 
As for import requirements, separate 
assessement has to be made of the needs 
of raw materials, capital goods, interme¬ 
diate and consumer goods as also food¬ 
stuffs. 

integral part 

It has been admitted by planners that 
one of the main drawbacks in the past 
has been that the programme for exports 
has not been regarded as an integral part 
of the country's development effort. 
Once the importance of foreign trade 
planning is recognised, the next task is 
the identification of projects that are 
foreign exchange saving or earning. The 
identification of projects should be based 
on exchange cost as the criterion. Exports 
of course depend upon a number of fac¬ 
tors such as exportable surpluses, profit¬ 
ability, productivity, diversification of 
exports, co-opcration of industry and also 
on such factors as fiscal incentives, trad¬ 
ing arrangements with other countries, 
tariffs, quotas, and other commercial 
policies of the importing countries. No 
attempt was however made to spell out 
a coherent export poliev or to provide 
any built-in devices in the plan for crea¬ 
tion of exportable surpluses. No empha¬ 
sis was placed on cost reduction measures 
that should be taken or on the need for 
export incentives through fiscal and other 
policies. There was no definite programme 
on any aspect of export planning and 
everything was left vague, undecided and 
uncertain stating “to be considered from 
time to time in the light of actual situa¬ 
tion". 

If this he the case, the plan is 
unnecessary. Though fiscal incentives 
were given industry was indifferent to the 
export trade as it enjoyed the blessings 


of a sheltered home market. Fiscal and 
other incentives, however, can only be 
used as catalytic tools for boosting ex¬ 
ports. In the long run it is the ability of 
the country to produce and supply goods 
of recognised standards at competitive 
rates in international markets that would 
prove of lasting value. 

It would be interesting to note that in 
the last two decades the world exports 
went up from $72.25 billion to $265.71 
billion. The share of developing countries 
during this period rose from $20.41 billion 
to only $51.52 billion. Indian exports 
were worth $2 billion against the world 
exports of $265.71 billion i.e. accounting 
for less than one per cent in 1970. In 
recent years as a result of the sustained 
scientific research and technological ad¬ 
vance the growth of synthetic goods in¬ 
dustry kept making inroads in the natural 
commodity markets. Jute was being 
incrcasinglv substituted by plastics. As 
a result the prices traditional exports 
of the less-developed countries remained 
stagnant over the last two decades, whereas 
that of the finished goods exports from the 
developed countries have registered a 
sharp rise. The bulk of Indian goods were 
based on short-term targets. In revising 
the export strategy it would be necessary 
to ensure that adequate foreign exchange 
would be earned through a long-term ex¬ 
port programme. The country has yet to 
cash in on its comparatively inexpensive 
labour and highly skilled surplus labour 
force. 

all-time record 

From Table II one can observe 
that Indian exports witnessed an all time 
record in 1973-74 reaching Rs 2,411 
crores indicating a 23 per cent increases 
over that of the previous year. But much 
of this rise was due to a sharp increased 
in prices in international markets and not 
due to export strategy or increase in 
production. During 1973-74 the country's 
imports exceeded exports, registering a 


Table II 

Recent Trends in India's Foreign Trade 

(R£ crores) 


Years 

Exports 

(amount) 

<1 

'<> 

increase 

Imports 

(amount) 

O ' 

/'« 

increase 

Trade 

balance 

1968-69 

1,358 

13.3 

1,509 

4.9 

551 

1969-70 

1,413 

4.1 

1,582 

-17.1 

—169 

1970-71 

1,535 

8.6 

1,634 

3.3 

—99 

1971-72 

1,607 

4.7 

1.825 

11,7 

—218 

1972-73 

1,961 

22.0 

1.827 

0.1 

134 

1973-74 

2.411 

22.9 

2,636 

44.3 

—225 

April-September : 

1973 

1,075 

— 

1,112 

— 

—37 

1974 

1,318 

41.2 

1,831 

64.7 

—313 


Source : Commerce , Annual Number 1*974. 


sharp rise of 44 per cent, almost double 
the rise in exports, thus bringing about a 
deficit of Rs 225 crores. Further in 
recent years because of uneven demand 
pattern or failure of production of many 
items such as oilseeds, vegetable oils, 
raw jute, cotton, steel, non-ferrous metals, 
caustic soda, soda ash and plastic raw 
materials their supplies have become 
scarce. This impinges on production 
for exports. 

Hence, exporters should be allowed 
to import scarce items from abroad 
for export production. The scheme for 
supply of indigenous raw materials at 
economic prices against REF licences for 
export production also needs to be clearly 
defined and should cover, semi-processed 
items going in the manufacture of finished 
products. Without export incentives, our 
non-traditional items do not have much 
chance of selling abroad. This is on 
account of wide gap between domestic 
and international prices. 

Tabu. Ill 

Nature of Requirements In South East 
Asia of Indian Goods 


Country Nature of requirements 

or our current exports 

Burma Cotton textiles, iron & 

steel. 

Hongkong Diamonds, precious, semi¬ 

precious stones. Pearls, 
Human hair 

Indonesia Iron and steel. 

Philippines Cotton piecegoods, machi¬ 

nery transport equipment 
and aluminium ingots. 

Singapore Petroleum products, cot¬ 

ton piecegoods, machi¬ 
nery, transport equipment 
onions, diamonds, pearls, 
tobacco, iron and steel. 

Thailand Machinery iron and steel, 

t ra nsport eq ui pmen t. 


Though our foreign trade has broken 
the geographical harriers vet we have so 
tar neglected our own neighbours and 
most of the developing countries in 
west Asia and south-east Asia. Quite 
frequently our faults destroyed trade rela¬ 
tionships with these countries. The main 
features of trade with Asian countries in 
general during the decade ended 1971-72 
were : (I) Trade formed negligible part 
of India's share, namely three to five per 
cent of exports and one to four per cent 
of imports, .(ii) Commodities exported 
by India continue to be traditional items 
though increased demand for non-iradi- 
tional items has been witnessed, (iii) Their 
trade with India continues to he one 
percent of their total trade, (iv) Onlv 
two or three commodities are exported 
to India, namely rice, lead and textile 
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Basically, what goes into a tyre 
determines its quality. The kind 
of rubber compounds, nylon, rayon 
or cotton, the chemicals and other 
raw materials which go into its 
making. Then the manner it is 
built up layer on layer to make 
a highly engineered product. 
After all. a lot of lives ride on tyres. 

Firestone uses superior raw 
material with constant testing 
to ensure quality. Special skills and 
know-how have also been 
developed by Firestone. 

Firestone tyres have three sterling 
qualities you'll appreciate. 
• Road-hugging ability—for safety 
at speeds, turning and braking, 
e Tough springy quality to stand 
punishment on rough roads . 1 
• Exclusive triple-strength 
construction that makes 
Firestone tyres stronger so 
they last longer. 




The fascinating story 
of Firestone tyres 

Write for your FREE 
copy of this informative 
booklet to 
Firestone Tyre A Rubber Co. 

of India Pvt. Ltd ., 
P.O. Box 197. 
^ Bombay-400001 
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of this publication. 
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(v) India exported only textile*, 
tobacco raw, cotton, spices,; omoris* fruits 
and nuts Including cashew kernels, mica, 
paper and paper board. 

As the above list explains it is up to us 
to establish close market contacts with 
these countries and exploit the export 
potential in non traditional items with 
these countries. Due to nearness it will 
reduce shipping cost. To establish good 
trade relationship with these countries 
following effort can be made: (i) Signing 
of trade agreement or trade treaties, 
(ii) Fitting in “trade plans" with produc¬ 
tion plans as production policy and trade 
policy cannot be separated, (iii) Sign 
agreements based on "programme of 
agreed trade specialisation", (iv) Use the 
instrument of bilateral trade carefully 
depending on the capacity of these count¬ 
ries. (v) Allow some concessions. For 
exampJe India can buy natural rubber 
from Malaysia or from Sri Lanka in 
large quantities rather than producing 
synthetic rubber, (vi) Regular flow of 
goods and reasonable price stability at 
which goods are sold must be ensured to 
avoid distrust, (vii) Regular market sur¬ 
vey js a must to find out the demand for 
Indian goods in these countries. 

serious mistake 

It will be a serious mistake if we neg¬ 
lect our agriculture. The shortage of 
foodgrains is the most serious factor to 
an all-round inflation. Shortage of cotton, 
jute and edible oils grcutly hurts our 
exports as they provide the input for our 
main exports. If shortages of foodgrains \ 
and fertilisers have to be met through 
imports as has been the case in the past, 
it means a huge expenditure on foreign 
exchange. 

The projections made in the fifth five- 
year Plan will not be easy to achieve 
unless we establish systematic export 
planning both at national and internatio¬ 
nal levels. At the national level, it means 
restraints on the part of all consumers, 
producers and government. Purposive 
efforts have to be made to create export¬ 
able surpluses for products which offer 
the best scope. Producers will have to 
be induced to export more by giving 
fiscal incentives. World demand and 
supplies of Indian exportables have to be 
peroperly assessed before export targets 
ate fixed. Hie state governments also 
must involve themselves and provide 
cover for risk at least to the small exporters 
which in turn would certainly help pro¬ 
mote exports of the products originally 
produced in a given stale. The exporters 
should not always insist on 180 days* . 
credit as credit required varies from com¬ 
modity to commodity. 

International currency fluctuations 


are now a regularjfeature of international 
trade. This has added to the problems of 
Indian exporter. Some way has to be 
found out to tackle this problem. With 
the south-east Asian countries in parti¬ 
cular we can enter into shipping insurance 
links by way of joint ventures as we are 
sufficiently developed in shipping in recent 
years. It is better to have consistent 
long-term commercial policies for mutual 
benefit in our trade policy. 

To hit the target given in Table IV for 
1980-81 it is imperative that we should 
create a good industrial image abroad. 
Very few abroad are aware of the range of 
sophisticated machinery which we manu¬ 
facture today. A favourable image can 
be created at least in the developing count¬ 
ries by adopting the following steps : 
(i) Wc must offer scholarships to be 
nationals of developing countries to study 
in Indian technical institutions so that 
they may become familiar with the level 
of sophistication of our industries. Then 
we can be sure that they will prefer to 
buy Indian goods rather than goods from 
advanced countries. As it is, most of the 
industrialists and engineers prefer to buy 
from the USA or from west European 
countries because during their education 
period they were in close contact with 
equipments manufactured there. Wc can 
set up joint ventures in collaboration with 
these countries. 

At present our export policy is basically 


fconfined to compensating the producer 
} for selling abroad by providing cash assis¬ 
tance, assistance for special export pro¬ 
motional effort, rebates in income tax 
and credit and export risk insurance. This 
just helps the exporter to put him on a 
par with other exporters of the world and 
nothing more. Apart from stepping up 
the exports of traditional goods a major 
effort should Jbe made to export non- 
traditional goods, in particular engineer¬ 
ing goods. The Planning Commission has 
projected an over-all export target of 
Rs 3,000 crores (1968-69 prices) to be 
obtained by the end of 1980. The engineer¬ 
ing industry alone is expected to contri¬ 
bute about Rs 1000 crores. 

twin problems 

t 

The problems affecting our exports 
mainly fall into two groups. The first 
relates to the inadequate availability of 
products for exports particularly non- 
traditional items such as iron and steel, 
engineering goods and chemicals and 
allied products. It is worthwhile allowing 
imports where an export product has an 
imported content, and concessional finance 
should be extended to cover the imported 
element, particularly in the case of engi¬ 
neering industries. The second group of 
problems relate to the deficiencies in our 
sales promotion efforts, competition for 
our products, inadequate shipping and 
related services and poor implementation 
of some of the schemes introduced in the 


Table IV 

Estimates of Exports by Major Groups 1968-69 to 1980-81 


Group of commodity 


1968-69 1973-74 1978-79 


(Rs. crores) 

1980-81 Annual 
rate of 
growth % 
1968-69 
to 1980-81 


1. Agricultural & allied 


products, ol which 

450(33.1) 

605(31.8) 

850(32.1) 

958(31.7) 

6.5 

(i) Tea 

156(11.5) 

170(8.9) 

185(7.0) 

190(6.3) 

1.7 

(ii) Marine products 

53(1.7) 

48(2.5) 

98(3.7) 

116(3.8) 

14.4 

(iii) All other products 

271(19.9) 

387(20.4) 

567(21.4) 

652(21.6) 

7.6 

2. Minerals, of which 

132(9.7) 

203(10.7) 

273(10.7) 

316(10.5) 

7.6 

(i) Iron ore 

88(6.5) 

155(8.2) 

215(8.11 

252(8.4) 

9.2 

(ii) Other materials 

44(3.2) 

48(2.5) 

58(2.2) 

64(2.1) 

3.2 

3. Manufactures, of which 

704(51.8) 

1,010(53.2) 

1,429(53.9) 

1,639(54.3) 

7.3 

(i) Cotton textiles 
& jute mfrs. 

289(21.2) 

333(17.5) 

367(13.9) 

380(12.6) 

2.3 

(ii) Engineering goods 

67(4.9) 

190(10.0) 

360(13.6) 

400(13.2) 

16.1 

(iii)'All other rnfrs. 

348(25.6) 

487(25.6) 

702(26.5) 

859(28.4) 

7.8 

4. Other exports unspecified 

74(5.4) 

82(4.3) 

98(3.7) 

107(3.5) 

3.1 

TOTal Exports 

1360 

1900. 

2650 

3020 

6.9 


Source : Fourth Plan Documents. 
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promotion of exports and increasing cost 
in industrial production. 

An important factor which has not 
yet received due attention from the 
export angle is the comparatively out¬ 
dated technology that we still use 
in our industries. We are at present 
working with the notion that we have 
all the technology and we can do without 
import. No one can deny the need to 
discourage foreign technology and en¬ 
couraging our own R & D but we should 
not shut our doors to the import of sophis¬ 
ticated technology nor should we ignore 
the fact that in the world of today scienti¬ 
fic discoveries and technologies are ad¬ 
vancing rapidly the method of manufac¬ 
turing products. If we neglect advanced 
technology, most of our exportable (non- 
traditional in particular) prodfths will 
become outdated in style and design and 
unsaleable in competition with the sophis¬ 
ticated products sold in markets abroad. 

One more important aspect is that we 
require stability in policies and thinking. 
Consistency in policies and stability in 
thinking on the part of the government 
will help the exporting community to 
have a long-term strategy in exports. The 
sense of uncertainty must be removed if 
we wish to have a sustained rate of growth 
in exports in future. 

To have a realistic trade policy the 


following points are worth noting 
(i) India should start on a systematic 
long-term export planning both at the 
national and international level The 
important step here is to work out a pro¬ 
jection of the structure of exports by 
individual commodities and sectors to 
the extent possible destination-wise, (ii) 
Dependence upon unprocessed agricultu¬ 
ral products should be reduced gradually 
and exports of processed agricultural 
products and engineering and chemical 
products should be expanded, (iii) Ex¬ 
ports of labour intensive industrial pro¬ 
ducts should be encouraged, (iv) Cashew 
nuts, oilcakes and vegetables which 
are not grown in developed countries have 
good prospects; hence they should be 
encouraged, (v) We have to evolve a highly 
sensitive and flexible policy to support 
the exporter. Aspects of this policy should 
include direct and indirect cover against 
exchange fluctuations, liberal credit, ade¬ 
quate imports of strategic raw materials 
and above all a complete understanding 
between the government and the exporter, 
(iv) Export policy cannot be divorced 
from production policy. Similarly it 
cannot be aloof from policy designed to 
support technological progress. There¬ 
fore export policy should be given a 
weightage in research and development 
if India is to compete with the technologi¬ 
cally advanced countries, (vii) Export 


strategy should aim at promotingindu$t+ 
rial machinery, small machinery and a 
variety of tools and at the same time 
should establish a link with the sophistica¬ 
ted foreign dealer, (viii) Trade agree¬ 
ments and protocols should be signed 
for two-way trade with all the countries 
subject to constant revision, fix) Focus 
now should be on production ror export 
and not on mere import-substitution, 
(x) It is a welcome sign that the govern¬ 
ment of India is now permitting the estab¬ 
lishment of units for 100 per cent export 
of their outputs. Even if it involves the 
import of uptodate technology it should 
be encouraged 

In addition to the above, tanks in 
India should evolve a scheme by Which 
exporter could get financial assistance 
against import entitlements wherever 
necessary The ability of banks to per¬ 
form this task depends upon the attitude 
of RBI. At present RBI. finances only 
up to 10 per cent at the Bank rate and 
another 10 per cent at 4.5 per cent leaving 
roughly 80 per cent without concessional 
facilities. ECGC cover can be increased 
to 170 to 175 per cent, from 150 per 
cent at present without much difficulty. 
As per the present estimates, banks would 
be called upon to provide export credit to 
the tune of about Rs. 900 crores by the 
end of the fifth Plan period. 
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The aftermath of the 


Jotsleyn Htmmsy London 


British referendum 


I 

Adroit Manoeuvres 

Within weeks of ihe British referendum 
vote, it was as if the campaign had never 
been. Rarely can so many words have 
been uttered and forgotten so quickly. 
The approval of the voters for Britain's 
EEC membership was so comprehensive 
that it is now clear that had there been 
no referendum there could have been a 
running argument about the merits of 
membership for years. That, at least, is 

one positive benfit of the referendum. 

# • 

The second is that the geographical 
spread of the vole and the adherence of 
the main party political leaders, with subs¬ 
tantial sections of their followers, to the 
EEC makes the EEC a non-partisan issue. 
That this has been achieved is a tribute to 
the sustained and adroit political mano¬ 
euvring of Harold Wilson. The implica¬ 
tions are wider than mere British politics. 
A Labour parly in which the advocates 
of British withdrawal have accepted the 
will of the electorate in democratic fashion, 
and which has united in acquiesence of 
British membership, is of greater value to 
the EEC than a divided Labour party 
with all that that would forebode for the 
instability of British politics, and at one 
remove, for Euiopean politics. 

For the record, the vote was as given 
in table below: 

damaging campaign 

Notwithstanding the size of the vote in 
favour of British membership, the refe¬ 
rendum campaign was in one sense dama¬ 
ging both to the UK and the Commu¬ 
nity. This relates to policy on inflation, 
the universal problem, and the balance 
of payments deficit, a problem among the 
Community's weaker economic members 
The government was anxious to ensure 
the UK’s membership of the Community 
but at the same time to keep the Labour 
party intact. Because the left and the 
greater weight of the trade unions was 
against membership, the government was 
forced to bide its time in tadkling the 


gathering inflation. It could not afford to of government expenditure, precisely the 
expose two flanks at the same time, to be measures for which the British government 
pursuing two sets of measures to which has long been condemned by economists 
the left and the trade unions were hostile, both inside the country and in Europe 
Thus for six months the government de¬ 
layed taking measures that might curb economic doldrums 

inflation. 

Despite the danger of an inner Six and 
This delay has meant that the economy an outer Three, some sort of an econo- 
has been deteriorating faster than those mic revival among the Six would make 
of all the other EEC members, except economic life easier for the Three. The 
Ireland and possibly Italy. The results of UK recovery cannot take place without 
this are now becoming apparent. The some upsurge of demand in^ continental 
decision of President Giscard d’Estaing Europe, and in the same wav it has been 
of France and Chancellor Helmut Schmidt recognised that the EEC cannot emerge 
of West Germany 10 cooperate in a jointly from the economic doldrums without the 
based reflation programme has been taken cooperation of the USA- President Ford 
and the details will soon be apparent, during his visit to Europe intimated that 
But France and West Germany, who have this cooperation will now be forthcoming, 
emerged as the EEC’s economic hub, arc and made a neat rejoinder to the mid- 
inviting the Benelux countries and Den- July EEC summit meeting statement that 
mark to join them in this reflation "‘economic problems must be tackled in 

cooperation with other industrialised 
two-tiered structure countries, in particular the USA and 

Japan” 

Now that France has rejoined the EEC 

joint float, to which the other countries The different speeds at which the diffe- 
had adhered throughout the oil and reces- rent EEC economics are moving rules out 
sion crises, there is the clear possibility any hope of immediate steps towards Eco- 
that Herr Willy Brandt’s suggestion oflast nomic and Monetary Union (EMU). This 
November for a two-tiered Community is welcome to the British government, 
could become a reality—Six members which, despite Mr Wilson's commitment 
moving to greater economic strength and to the EEC in domestic speeches and in 
Three left wallowing in their inflation, statements to other EEC leaders, remains 
But the paradox is that France and West cool about EMU. Yet any coordinated 
Germany have been moving towards the measures of reflation among the Six 
economic view that the British government would enhance cooperation, the lack of 
has been advancing for the past year: which has made the joint float harder to 
that the true economic danger facing the maintain. Here are the seeds of dissension 
west is not so much inflation as recession, between the UK and other EEC members. 
The sort of reflation cr. isagcd by France especially France, which has found in re- 
and West Germany involves heavy doses cent months, through the pronouncements 
Referendum on UKs Entry to EEC 

For EEC Against EEC 


England 

Wales 

14.92mn 

(Percent) 

67.2 

6.81mn 

(Percent) 

31.3 

0.87mn 

64.8 

0.47mn 

35.2 

Scotland 

1.33mn 

58.4 

0.95mn 

41.6 

Northern Ireland 

2.26m n. 

52.1 

0.24mn 

47.9 

Total 

17.38mn 

67.2 

8.48mn 

32.8 
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of President discard, a new faith in the 
ideal of union. This again could make 
differences more acute between the inner 
Six and the outer Three. 

II 

DIM New Dawn 

In the long run, however, the UK, 
referendum campaign and result are posi¬ 
tive gains to the EEC. British member¬ 
ship can no longer be seriously questioned 
inside the UK, even though the result 
does not mean that the UK will necessa¬ 
rily be a conciliatory partner. The UK is 
likely to be to the EEC in the late 70s what 
France was in the late 60s—nationalist 
and uncompromising in its immediate 
interests. But more significantly, because 
the EEC has in the past shown that it can 
live with recalcitrance, the referendum 
result removed a pall which lias loomed 
over all EEC activities since the begininng 
of 1974. The snap reaction in Brussels 
was that at last the EEC can start moving 
again. That, however, may be too opti¬ 
mistic. The question is: whither is the EEC 
moving? The current preoccupation with 
internal economic matters means that the 
new dawn may last several long months 
before the sunlight breaks through. In 
short, the result brings into the open a 
range of questions that the EEC states 
have preferred to try to avoid —these 
questions spread through politics and the 
EEC institutions to agriculture and the 
development of a more cohesive attitude 
to the outside world 

President Giscard recently said: “We 
have exhausted the possibility of purely 
technical and economic steps. We have 
no more tariffs, wc have some joint eco¬ 
nomic policies—limited but existing—we 
have the snake, and 1 hope the Italians 
will be able to rejoin it in the year ahead. 
So I think we have exhausted the possi¬ 
bilities of purely economic actions. What 
we now need is some political coordina¬ 
tion, and with that we can give a new 
push towards political union.” 

This attitude evokes warm response in 
West Germany, which has been interested 
in greater integration from the first. Chan¬ 
cellor Schmidt, indeed, has recently said 
in advocating measures like direct elec¬ 
tions to the European Parliament, “Ger¬ 
man' opinion will not be ready to contri¬ 
bute touch to the fight against the econo¬ 
mic difficulties unless we have institutional 
progress.” But Bonn has in recent months 
been reticent in any case about propping 
up the economies of those EEC members 
which have not shown the same financial 
rectitude as it has. Nonetheless, the 
possibility of a Bonn-Paris axis favouring 
the EEC institutions is a powerful in¬ 
fluence for change. Moves towards politi¬ 


cal unity would be welcome in Italy, but 
the existence of the Tindemans mission, 
which is not expected to report until the 
end of the year, means that there is un¬ 
likely to be much movement until next 
spring. At that time Luxembourg will have 
taken over the EEC presidency from Italy 
and the known desire of the smaller EEC 
states for greater political integration will 
come into play. 

The UK and Denmark will remain 
cool. In the UK the government referen¬ 
dum campaign (by contrast with that of 
Edward Heath) was that EEC member¬ 
ship was a convenient business arrange¬ 
ment. The longer-term ideal of European 
political union was played down. Den¬ 
mark also joined the EEC because it was 
economically convenient, especially in the 
light of the'original British membership 
negotiations. One Danish minister told a 
meeting of EEC leaders: “I won a refe¬ 
rendum for Denmark to join an economic 
community, but you keep trying to talk 
politics . Unless this stops, 1 shall have 
to go.” 

Leo Tindemans, the Belgian prime 
minister, who has been entrusted with 
sounding out EEC governments and in¬ 
fluential bodies within the member slates 
about the possibilities of political union, 
has not yet had detailed talks with Den¬ 
mark, but he was in London after the re¬ 
ferendum, where he met with a cool 
response. The British attitude is officially 
“pragmatic”, by which London means 
that it is not interested in strengthening 
the EEC institutions and is sceptical 
about economic and monetary union. 
There was also reserve about direct elec¬ 
tions to the parliament but this reserve 
was to some extent modified at the mid- 
July EEC summit (Sec below). 

Ill 

Commission and Parliament are 
Enthusiastic but Vague 

A different view has been taken by the 
Commission and Parliament in their sub¬ 
missions to Mr Tindemans. While the 
Commission has learnt the lessons of the 
past that it is useless to try to find accep¬ 
tance for detailed timetables, it told Mr 
Tindemans that there should be European 
government to unite the existing manage¬ 
ment roles of the Council of Ministers and 
the Commission. The government should 
be responsible to a European Parliament 
of two chambers. The first to be directly 
elected and the second to have members 
chosen by the national governments. 
During the transition period, a committee 
of ministers from the national govern¬ 
ments should be able to intervene in de¬ 
cision-making and heads 'of government 
should also have a role. These Commis¬ 


sion proposals were designed to break in 
a gentle way the existing stranglehold of 
the Council of Ministers, while ensuring 
that there is some safeguard for the 
wishes of national governments. 

The Parliament issued a cloudy docu¬ 
ment, favouring direct elections' by 1978 
and a European Union based “on a single 
decision-making centre which will be a 
real European government, independent 
of the national governments and respon¬ 
sible to the parliament of the union; on 
a parliament having budgetary powers, 
which would participate on at least an 
equal footing in the legislative process, 
as is its right as the representative of the 
peoples of the union; on the participation 
of the member states in the decision¬ 
making process in the union; on the 
European Court of Justice; on an Econo¬ 
mic and Social Council, as a consultative 
body.” The Parliament also wanted a 
push to economic and monetary union, 
the breaching of the principle of unanimity 
in the Council and a programme of prio¬ 
rity action from the Commission worked 
out during next year. The parliamentary 
document “outlined the broad features 
of European Union.” Any attempt at a 
detailed programme would have produced 
the same arguments that have already 
appeared and will continue within the 
smaller confines of the Council of Minis¬ 
ters. 

solid backing 

The immediate significance of the docu¬ 
ment is less in what it says and more in 
that it is saying it at this stage. It is a signal 
that the EEC is, now that the British re¬ 
ferendum is out of the way. free to examine 
the nature of its future. But it is also 
worth recording that the sort of sentiments 
expressed by both the Parliament and the 
Commission do have solid public support, 
as was revealed in a poll taken by the Com¬ 
mission before the referendum. Taking 
the EEC as a whole, the poll revealed that 
50 per cent of the sample hoped that the 
EEC would develop from a common 
market into a political union. Against 
were 21 per cent, and 20 per cent made 
no reply. The greatest /cal for union was 
in France, Italy and West Germany, the 
least in Denmark and Britain. A similar 
pattern emerged from answers to the ques- 
tion about direct elections to the Parlia¬ 
ment by 1978. Throughout the EEC, 63 
per cent said “yes”. 18 per cent “No” 
and 19 per cent did not reply. Again, 
France, Italy and West Germany were 
strongest in favour and only in’Britain 
was there a majority against direct elec¬ 
tions—41 per cent said “Yes” and 43 
per cent ‘ No” 

Had the poll been taken later it is pos- 
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sible that the UK figures could have been 
reversed. For one result of the referendum 
was the despatch of Labour MP’s to the 
Parliament. The boycott of the Parlia¬ 
ment by Labour MPs before the referen¬ 
dum had made the existence of the Parlia¬ 
ment shadowy. The arrival of the Labou¬ 
rites made the Socialist group the biggest 
in Strasbourg, But whether the presence 
of 18 Labour representatives will in fact 
make the Socialist group, or the Parlia¬ 
ment as a whole, more effective is open 
to doubt. Certainly the composition of 
the delegation could not have been design¬ 
ed to strengthen the Parliament, but rather 
to strike a balance of forces from within 
the Labour party itself. 

From the viewpoint of the British go¬ 
vernment, however, there was no reason 
to make the delegation particularly presti¬ 
gious. The government regards the centre 
of the EEC to be the Council of Ministers 
and it is in this that Britain can protect its 
interests most effectively. The government 
is therefore reluctant to seethe Parliament 
strengthened. Nevertheless London is 
prepared to swim with the parliamentary 
tide to some extent. It was the withdrawal 
of Britishand Danish objections that allow¬ 
ed the Parliament last July to take a small 
but significant step towards increasing its 
influence. At that time the Council finally 
agreed that the Parliament could have 
power to reject the draft budget of the 
EEC providing that there was a two-thirds 
majority in favour of rejection. The power 
is, however, more symbolic than real: it 


amounts to a small check on the executive 
rather than any new power of initiation. 

Similarly, London in the post-referen¬ 
dum spirit of conciliation with the EEC, 
has not wished to embark on a row over 
direct elections to the Parliament, which 
is the next step towards European integ¬ 
ration. The French, Dutch and Germans 
have been thinking about the detail of 
elections, so London swallowed its reser¬ 
vations and agreed to a fact-finding com¬ 
mittee to report back during the winter 
on the prospects. By that time the Labour 
representatives in Strasbourg should have 
settled in and could ease the internal politi¬ 
cal process of gaining acceptance forelec¬ 
tions. But, as Mr Wilson points out, if 
current plans for devolution in Scotland 
and Wales are carried out, the mechanics 
of direct elections to Strasbourg could be 
complicated 

Mr Wilson's remarks touch on problems 
that could loom larger in the coming 
months and that could have been exacer¬ 
bated by the UK referendum result. 
Direct elections to Strasbourg, and indeed 
the future development of EEC institu¬ 
tions, have been conceived on lines runn¬ 
ing from the member states to the centre 
in Brussels; they have not been thought 
of in terms of regions linked to Brussels. 
The pull and power of the nation state 
have been too strong. Despite the pro- 
EEC vote in Scotland, the Scottish na¬ 
tionalists now seek direct representation 
at Brussels. This policy could win strong 
backing in Scotland if the UK govern- 


The rich and the poor 


The seventh special session on the UN 
has just concluded, by unanimously adopt¬ 
ing a document which commits all mem¬ 
bers to lake measures lo accelerate growth 
in developing countries. 

On aid, the document reiterates the goal 
for industrial^cd countries of net trans¬ 
fer of 0.7 per cent of their GNP by 1980; 
a link between SDR's and development 
assistance: a substantial increase in the 
capital of the World Bank Group; and 
measures to mitigate the debt burden. 

On trade it favours the improvement of 
market structures for raw materials and 
commodities, supplemented by financing 
facilities for international buffer stocks and 
the extension of the generalised scheme 
of tariff preferences. The document also 
contains a directive to the Secretary Gene¬ 
ral of the UN to undertake a study on the 
relationship between the prices of raw 
materials and commodities exported by 
the developing countries and the iinal 
consumer prices. 

Although these measures are only 
statements of intent at this stage, this reso- 


'-^ 

This is the address by the High 
Commissioner for Australia in 
India, H.E. Mr Bruce Grant, to 
the Rotary Club of Delhi, on 
September 18 v 1975 


lulion is heartening because it reflects the 
fact that •both the rich and the poor na¬ 
tions of the UN formally agreed lo 
discuss and sort out the world's economic 
problems and to negotiate on major issues. 
It reflects a mood of cooperation and the 
desire to tackle seriously the problems of 
poverty and development. 

There is a lot of gloomy talk about the 
prospects of development, so 1 would like 
to emphasise this achievement. The spirit 
of confrontation which some wanted, 
and others feared, would dominate the 
proceedings—and which could, in its 
extreme form, lead to an economic warfare 
between producer and consumer groups, 
between buyers and sellers of raw mate- 


ment’s devolution plans are not carried 
out or If the treatment of Scotland by the 
EEC institutions is insensitive. If Scotish 
devolution were on isolated demand it 
would not necessarily assume a large im¬ 
portance, but it does link in with growing 
movements elsewhere in the EEC; Bretons, 
Basques, Alsatians and Welsh nationa¬ 
lists have set up a joint office in Brussels 
to seek direct influence on EEC decisions. 

The reaction in Brussels has been luke¬ 
warm on the not unsurprising ground 
that the Commission cannot treat with 
organisations which may be at odds with 
member states. Nevertheless the existence 
of these regional groups and the lengths 
to which they are now preparing to push 
their cases indicate that the EEC, as it 
moves into what could be a new era of 
democratisation and merging nationalisms 
will have to make an effort of imagination 
in favour of the minorities. It will have to 
recognise that divergences stretch beyond 
the confines of the nationstate. 

Sources and acknowledgements : The 
foregoing summarises, by special arrange¬ 
ment, an exclusive copyright report in the 
latest issue of European Trends , published 
quarterly to subscribers only, by the 
Economist Intelligence Unit, 27, St. 
James's Place, London SWIA: INT but 
the F.1U is not responsible for the wording 
of my summary. Details of Rupee subs¬ 
criptions to quarterly EIU reviews cover¬ 
ing 150 different countries are available 
from J.A. Shah, 67 Marine Drive, Bombay 
20 


rials, between the rich and the poor, did 
not take place. 

The mere absence of such conflict, of 
course does not in itself produce the desi¬ 
red results. It is only a starling point. 
Peace is a process, a way of doing things. 
It is not something which descends from 
supernatural heights on those who are 
good and right. It is something which 
must be worked at; methods and 
machinery have to be designed in good 
faith and conscientiously adhered to. 
It requires more than goodwill and good 
words. It is one of the great problems of 
human history that while we work very 
hard at war, when we mobilise national 
resources overnight, we are very slow at 
working for peace. Indeed wc sometimes 
give the impression of not knowing how to 
start. 

Our failure to evolve a system for peace¬ 
fully resolving economic conflicts is the 
crucial problem of this particular time. 
In the 50’s and 60’s it was an ideological 
and military conflict which divided the 
world. When we speak of “world under- 
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standing*' we usually think of ways of 
bridging this gap—cultural, political, 
racial, ideological, strategic. Today our 
main problems are economic. The de¬ 
mands of the developing world and the 
fears of parts of the developed world of 
inflation and unemployment seem to be 
leading to a showdown. 

I propose to look at these fears, in 
order to make plain in my own reser¬ 
vations about them, and also to suggest 
how they can be overcome. 

unsympathetic opinion 

Certainly there is a body of opinion in 
developed countries, especially in the 
west, which is growing and is becoming 
increasingly unsympathetic towards assis¬ 
ting the development of Third World 
countries. The opinion stems from a series 
of related arguments, which are presented 
in various forms and at various levels of 
crudity and sophistication, which begin 
with the assertion that developing count¬ 
ries do less well economically than they 
ought; that the difference between rich 
and poor in the world is their own making 
and no one else's and that therefore no 
claim on anyone else^arises in consequence. 

Various forms of the argument are as 
follows: 

(i) The developing countries are poor 
because they are socialist and won't 
work hard enough. They empha¬ 
sise redistribution (or justice) and 
not production tor progress) 
which frustrates the business enter¬ 
prises which creates wealth. And 
they believe they have been sub¬ 
ject to economic exploitation and 
because of this are entitled to some 
kind of reparation. 

The solution is to stop moaning and 
begging and get on with the job. 
adopt policies conducive to busi¬ 
ness, free markets and competi¬ 
tion. This view is often heard from 
people who believe that their system 
combined with initiative and energy 
can solve anything. 

(ii) Most developing societies have 
“unjust" ruling structures. They 
are usually not democratic and 
aid finishes up in the hands of a 
few. perpetuating human inequality 
and misery. This is a point of view 
which gained currency after the 
failure of the western commitment 
in Vietnam. 

(iii) The triage and lifeboat arguments 
The poorest of the developing 
countries are beyond being saved. 
Trying to help such hopeless count- 


tries merely wastes resources, 
needed by other countries which do 
have a chance to develop. 

These views are being put now by res¬ 
pectable people in respectable journals. [ 
do not think one should underestimate the 
sincerity and force with which they are 
put. However, 1 think they are essentially 
fallacious, and it is time that those of us 
who can see the fallacy of these arguments 
should begin to prepare the counter-argu¬ 
ments, which 1 believe are stronger. 

For example: 

(i) The fact is that most Third World 
countries have been exploited, most 
of them for centuries. It is useless 
telling people who have been ex¬ 
ploited that I hey should stop comp¬ 
laining about what happened in 
the past and get on with the job. 
The fact is that because they have 
been exploited, they arc way be¬ 
hind, and are therefore still being 
exploited. When they try to catch 
up, by their own strong arm 
measures, they arc accused of 
shattering the fragile machinery of 
western prosperity (eg. oil). 

(ii) What evidence is there that “un¬ 
just" ruling structures arc the basic 
cause of poverty. Even if they are. 
what possibility is there of their 
being replaced by one that is more 
just? Also to what extent are they 
propped up by external assistance? 

lifeboat argument 

(iii) The triage and lifeboat argument 
rests on three very suspect assump¬ 
tions: that certain nations are 
beyond being saved: that the 
resources of the entire world arc 
not adequate and cannot be made 
adequate to meet the needs of all; 
and that the sacrificed nations will 
disappear and cease to be world 
problems. 

(iv) It puzzles me that so many who 
profess to speak for the capitalist 
west have forgotten what made 
modern capitalism so strong. It 
was not the elitism of Rolls Royce, 
but the egalitarianism of Henry 
Ford—the preparation of a mass 
market, not an exclusive one. I 
believe we are learning this lesson 
in Australia. We used to think that 

' the less wool in the world, except 
Australia, the better. Bui we now 
realise that we need more wool to 
keep wool as a mass consumption 
product, or it will become simply 
a specialist item for the salons 
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of Paris, and this will not keep our 
sheep farmers happy. 

(v) There is also a positive argument. 
This is a general argument for aid 
in that there are not only humani¬ 
tarian and equity arguments for aid, 
but, more importantly, it is in the 
self-interest of the rich countries 
to assist poor countries to grow, 
that all can benefit from greater 
world economic growth and co¬ 
operation. In the rich and poor 
countries alike, solutions to major 
issues, such as the food and energy 
crisis and stagflation increasingly 
Involve a web of relationships re¬ 
quiring global approaches, if 
reasonable rates of growth are to 
continue. Interdependence among 
nations is evolving to the point 
where the dependence of each 
nation on jointly managed inter¬ 
national systems is so great that 
poor countries' lack of develop¬ 
ment becomes the rich countries, 
problem—just as the rich countries' 
problems of waste, pollution and 
recession often become the poor 
countries’ problems. 

common problems 

Increasingly the two sets of prob¬ 
lems are becoming common prob¬ 
lems that affect the whole world 
and can best be treated by joint 
action. These problems can be 
approached with such ingenuity 
that all parties gain, rather than in 
a spirit of confrontation, where one 
group's gains are another's lsoses. 
Experience suggests that, in eco¬ 
nomic activity, a bid for more 
power and income by one party 
docs not necessarily threaten the 
well-being of those whose position 
in the hierarchy is being challeng¬ 
ed. In short, it need not be a zero- 
sum game, but can be very positive 
for all participants as we have 
learned from the social changes in 
many western countries and from 
the Marshall Plan. 

Let me give an example for how 
development assistance could bene¬ 
fit both groups of countries. Pro¬ 
perly managed development can 
help to correct stagnation in the 
long run. An important element 
in inflation is the rising cost of 
goods, ’ caused by strong demand 
and short supply. Food deficits in 
poor countries have contributed 
heavily to those price rises. A 
series of massive national pro¬ 
grammes of rural development in 
the poor countries would help 
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to relieve the inflation problem 
in the long run by increasing pro¬ 
duction and improving storage, 
transport, distribution, under¬ 
utilized land and other resources. 

Development could, moreover, 
help to tight recession in the deve¬ 
loped world by enabling developing 
countries to import machinery, 
equipment, and services from the 
industrialised countries. To the 
extent that an increase in poor- 
country purchasing power through 
external credits increases demand 
for rich-country services and indus¬ 
trial products. The development of 
poor countries can modestly help the 
rich to pull out of their recession. 

So my own feeling is that when we settle 
down to think sensibly about these econo¬ 
mic problems, we will find that the rich 
and the poor need not be in wasteful 
conflict. 

That is why it is so important for dis¬ 
cussions such as that which has just been 
concluded at the UN. That is why it is 
important for careful and constructive 
follow-through after these discussions. 
That is why we need to argue. If we 
do not do these things, the rumours falla¬ 
cies and impassioned prejudices of others 
will take over- 

Australia is deeply committed to deve¬ 


lopment assistance and we welcome the 
initiative of the developing countries in 
drawing attention to inequalities in the 
world’s economic and social structure. 
To the maximun possible extent consis¬ 
tent with our essential economic inte¬ 
rests, we have supported UN resolutions 
embracing elements of the ‘New Inter¬ 
national Economic Order’. 

Our special position is made up of the 
following: 

We are a nation of European origins 
living in Asia. 

• As a major commodity producer (75 
per cent of our exports come from 
raw materials and agriculture), we 
have a bond of common interest with 
many of tne producer-countries of 
the Third World. 

• As an affluent country, we under¬ 
stand and indeed ourselves experience, 
the tensions and emotions which the 
western world is now undergoing. 

As both a consumer and a producer 
country we are well aware of the problems 
and difficulties of both groups; of high 
inflation, depressed markets and un¬ 
employment in the industrialised countries, 
and of the problems of commodity trade 
in the developing countries. Hence in 
following our commitment to world eco¬ 
nomic reform we have a self-interest in 
compromise solutions which reflect the 


legitimate interests ofall nations.This 
approach, and particularly the spepia) 
attention to the interests of developing 
countries, is shown by; 

• Our recent association with develop¬ 
ing countries in the International 
Bauxite Association and the Associa¬ 
tion of Iron Ore Exporting Count¬ 
ries (where the cooperation between 
India and Australia is most impor¬ 
tant). 

• Our support in world forums for reso¬ 
lutions aimed at devising machinery 
to restructure those elements in the 
world economic order which per¬ 
petuate inequalities. 

• Our aid programme: With 0.55 per 
cent of our GNP devoted to net 
official development assistance (com¬ 
pared to 0,38 per cent for the UK and 
0.25 per cent for the US, Australia 
ranks high among donors by this 
standard of performance. 

• Our system of tariff preferences for 
developing countries. 

Australia has no interest in seeing a 
world divided in to rich and poor, develop¬ 
ed and underdeveloped, and we have no 
interest in fanning the politics of re¬ 
sentment, from either side. For that 
reason, although it is my personal view, 

1 do not think that anything I have said 
conflicts with my government's policy 


Coal and the global energy policy 


Dr Karlheinz Bund 


Seldom has a raw material or a primary 
source of energy been so highly valued 
within such a short time as pitcoal since 
the energy crisis in the winter of 1973-74. 

What caused this development? 

There were no new discoveries of energy 
resources, nor were any abandoned; there 
was no basic change in the attitude of 
energy consumers, nor were there any 
revolutionary technical developments. 

The cause was quite simply the decision 
by the leading oil producing countries to 
impose drastic price increases on oil. This 
resulted from a change of attitude on prices 
policy; it was also a necessary reaction 
to the realisation that, at the existing 
rate of exploitation, supplies of mineral 
oil would soon run out completely. 

This restriction does not apply to coal, 
since these resources can scarcely be ex¬ 
hausted in the foreseeable future. They 
are, in fact, expected to last for thousands 
of years. 

Current estimates of existing and pro¬ 
bable coal deposits put them at a mini¬ 
mum of 8,000 billion tons. They are thus 
much bigger than oil and gas resources 
and make up some 90 per cent of the 


world's fossil energy resources in com¬ 
parison to about 10 per cent for oil and 
natural gas. 

Taking only a 50 per cent exploitation 
of coal resources as a basis, and the 
present mining-rate of 2,200 million tons 
per year, they will last for 2,000 years. 
Assuming that world coal production 
might even double, there will still be suffi¬ 
cient for 1,000 years. (Graph I) 

A special advantage of coal lies in the 
excellent distribution of resources and the 
fact that the main energy consuming states 
themselves also have high stocks on hand 
Coal resources are therefore not only 
high, but also favourably distributed, 
whilst oil and natural gas resources are not 
only limited, but also concentrated in a few 
regions, the majority of which are quite 
remote from industrial areas. 

The fact that coal has not hitherto been 
employed more heavily ip meeting the 
world’s energy requirements is due to a 
number of serious handicaps in mining 
and transporting coal. It is hoped that 
technical advancement will put an end to 
these difficulties. 

Mining and subsequent treatment of 


coal is more difficult and labour expensive 
than the exploitation of oil and natural 
gas. For this reason, greater effort is 
being devoted to developing, testing and 
operating economical mining techniques 

Coal mining, particularly open-cast 
mining, is regarded as deterimcntal to the 
environment. This problem will be solved 
by new mining methods which are harm¬ 
less as far as the environment is concerned 
and by appropriate reclamation measures. 

The introduction of modem engineering 
methods in coal mining and conveyance is 
only just beginning. This is not surprising, 
since only limited interest was devoted to 
coal for many long years. The implemen¬ 
tation of modern engineering methods in 
the coal sector is expected to bring about 
significant changes in relation to other 
primary sources of energy. 

Better techniques and the increasing 
demand for energy, especially in the elec¬ 
trical and coking sectors, will undoubtedly 
promote coal sales. Furthermore, new 
methods of coal transformation, parti¬ 
cularly gasification and liquefaction, will 
also help to intensify the use of coal. 

Development projects in these sectors 
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W strongly promoted within the Uc of Germany is a particularly drastic sources permit an exceptional increase in 
West Getandn governments framework example for the resultant development, output; (ii) technical advancement in the 
progrittnm* ‘Energy Research”, which is Within the space of only 15 years, the coal mining sector has yet to make its 
intended to reduce dependency on oil. number of people employed in the coal effect; and (iii) coal and nuclear energy 
Future increases in demand for coal will mining industry dropped from 600,000 to will independently and in combination re- 
neccteitatc an expansion of mining less than 200,000, and despite top-rate main the corner-stones of energy supply 
capacities throughout the whole world, engineering efficiency, output fell by more in the far distant future. 

Priority will be given to establishing than ^0 per cent These prospects amount to a tremendous 

additional large-scale open-cast mining In summing up it is clear that: (i) the challenge to the coal mining industry and 
plants, since these can be put into opera- world’s practically inexhaustible coal re- the people who work in it. 
tion relatively quickly. Their productivity 

is also high and their operation costs arc Graph I 

favourable. World Energy Resources and Consumption 


drop In production 

But underground mining capacities, too, 
will have to be increased on a world-wide 
scale, particularly in the coking coal 
sector. The drop in coal production, which 
was registered in several countries, e$-*! 
pecially in Europe, over the past few years’ 
must come to an end. 

According to optimistic estimates, the 
present-day world production of coal, 
which is 2,200 million tons a year, can be 
stepped up to 3,500 million tons a year by 
1985. (Graph II) 

Such a production increase depends, 
however, on intensified exploration and 
the opening up of new deposits. T^e 
German coal mining industry has already 
taken initial steps towards collaboration 
in opening up coal resources abroad. 

In addition to the financing of new mines 
—and this includes investment costs of 
between 25 and 50 US dollars per annual 
ton output—provision of necessary mining 
know-how is also of special importance. 
This applies to qualitative and quantita¬ 
tive estimates of each deposit, to the tech¬ 
nical planning of production operations 
and infrastructure as well as to profitabili¬ 
ty calculations. West German coal mining 
experts have already carried out such tasks 
with considerable success in all parts of 
the world 

A country’s energy policy is also of de¬ 
cisive importance for the expansion of 
production capacity. The position of the 
coal mining industry must be clearly de¬ 
fined; the simplest way is by pursuing a 
rigid price policy on all energy raw mate¬ 
rials 

Over the past 15 years, coal policy in 
the majority of the main coal consuming 
countries has been strongly influenced by 
the price policy pursued by the oil pro¬ 
ducing states, the margin permitted in 
the fixing of oil prices, however, is too wide 
in comparison with coal to make decisions 
on long-term and inflexible coal produc¬ 
tion impendent on prices laid down by 
the oil producing countries. This price 
fixing made oil extremely competitive and 
had a negative influence on coal produo 
t ion for many years. The FfectealRepub- 



■ Graph II 

Volume of World Coal Trade 
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Ordinance on Bonus 

The president, Mr Fakh- 
ruddin Ali Ahmed, promulga¬ 
ted on September 25, an Ordi¬ 
nance fixing the minimum 
bonus for 1974 at four per cent 
as provided in the Payment of 
Bonus Act. However with a 
view to benefiting low-paid 
workers the absolute minimum 
amount has been increased to 
Rs 100 and 60 from the pre¬ 
sent Rs 40 and 25. The Or¬ 
dinance also provides that 
from next year the pay¬ 
ment of minimum bonus will 
depend on the availability of 
surplus over a cycle of four 
years—the minimum bonus 
will be paid even if there 
is only a nominal sur¬ 
plus. 

Bonus will not be paid if there 
is no surplus at all. The gov¬ 
ernment hopes that the wor¬ 
kers in the organised sector 
will appreciate the overall 
economic compulsions and the 
spirit behind the decisions 
which are necessary in the in¬ 
terest of the economy and the 
workers, who are an integral 
part of it. 

Separate Category 

Taking into account the 
nationalisation of banks, 
banks are now placed in a 
separate catagory. But in the 
case of L1C, GIC, port and 
dock workers, non-competi¬ 
tive undertakings including 
statutory corporations, cx-gra- 
tia payment will be made in 
lieu of bonus, as may be de¬ 
termined by the government. 
In determining this the gov¬ 
ernment will take into account 
die wage levels, financial cir¬ 
cumstances etc in each case. 
The payment, however, will 
be subject to a maximum of 


10 per cent as against 20 per 
cent under the Act. 

National Permits to 
Transporters 

An ordinance has been 
promulgated recently incor¬ 
porating amendments to the 
Motor Vehicles Act of 1939 
to speed up the movement of 
goods traffic byroad by grant¬ 
ing national permits to trans¬ 
port operators. The union 
government will specify the 
number of permits which each 
state or union territory could 
issue. The total number of 
national permits to be issued 
initially will be about 5,300. 
The national permit holder 
will have to choose, besides 
his home state, at least four 
other contiguous states. He 
would pay all the usual taxes 
to the home state and a com¬ 
posite fee of Rs 700 annually 
in respect of each selected sta¬ 
tes, and Rs 150 annually for 
each union territory of his 
choice. In addition, he will 
pay an authorisation fee at a 
fiat rate of Rs 500 per annum 
per permit to the home state, 
irrespective of the number of 
states chosen for operation. 
The authorisatiop fee and 
composite fee will be collect¬ 
ed in the home state. The 
composite fee due to the vari¬ 
ous states will be transferred 
to those states by the home 
state. 

The working of the scheme 
will be reviewed after a year. 
In granting national permits, 
care would be taken to avoid 
concentration in a few hands 
and ensure wider distribution. 
Besides those who have expe¬ 
rience in the transportation 
business, new entrants will be 
encouraged. Preference would, 
however, be given to ex-army 


personnel having valid driving 
licences and employed ** dri¬ 
vers, Normally, 50 per cent 
oftbe national permits will be 
granted to those already hold¬ 
ing inter-state permits, and 
the remaining 25 per cent to 
new entrants; Loan assistance 
facilities will be available to 
fresh entrepreneurs through 
financial institutions. An in¬ 
dividual having three zonal or 
national permits, and any 
company having seven such 
permits, will not be granted a 
national permit above that 
number. A vehicle plying un¬ 
der the national permit scheme 
shall not be more than four 
years old at the time of grant¬ 
ing the initial permit and not 
more than nine years old at 
any time of authorisation. 

Equal Pay for Men and 
Women 

The President, Mr Fakh- 
ruddin Ali Ahmed, gave assent 
to the Ordinance on Equal pay 
to Men and Women Workers 
for the same work or work of 
similar nature. According to 
the Ordinance no employer 
shall pay to any worker remu¬ 
neration at rates lesser than 
those paid by him to workers 
of the opposite sex for per¬ 
forming the same work or 
work of a similar nature. 
Where, prior to the commen¬ 
cement of this Ordinance, dif¬ 
ferent rates of remuneration 
are payable for men and 
women workers doing the 
same work or work of a simi¬ 
lar nature, the higher or hig¬ 
hest of such rates shall be the 
rate at which remuneration 
shall be payable, to all such 
workers on or from the ap¬ 
pointed date. 

To ensure that enforce¬ 
ment of equal pay for men 
and women workers does not 
lead to discrimination against 
recruitment of women, the Or¬ 
dinance provides that no em¬ 
ployer shall, while making re¬ 
cruitment to the same work 
or work of a similar nature, 
make any discrimination aga¬ 
inst women except where the 
employment of women in such 
work is prohibited or restrict¬ 
ed by or under any Igw. The 
p viso to this clause ensures 
that certain prioritics/rescr- 


vatioos in theiwtte of etn- 
ployment aa for example, in 
the case of scheduled Cwries* 
Scheduled Tribtes, ex^servsee- 
tnen retrenched employees, 
etc, which have been accepted 
as matter of public policy, are 
not whittled down. 

portumties for wonSw^prow 
ion has been made for the set¬ 
ting up of Advisory Commit¬ 
tees by the appropriate gov¬ 
ernment. The Advisory Com¬ 
mittee shall consist of 10 per¬ 
sons of which one-half snail 
be women. A prevision has 
been made for the appointment 
of officers to look into compla¬ 
ints of non-observance of the 
provisions and to decide dis¬ 
putes relating to similarities 
or otherwise of jobs. 

Where an offence is com¬ 
mitted by a company, every 
person who was jncharge of 
and was responsible to the 
company for the conduct of 
the business of the company, 
as well as the company shall 
be deemed to be guilty of the 
offence. 

Law against Lay-Offs 

The government has deci¬ 
ded on September 25, to bring 
in a legislation to prevent un¬ 
justified lay-off, retrench¬ 
ment and closure in certain 
classes of establishments, it 
was officially announced. The 
press note says: The 
government have noticed 
with concern that despite as¬ 
surances given to the govern¬ 
ment by the leaders of the in¬ 
dustry, instances of lay-off, 
retrenchment and even closure 
are being increasingly report¬ 
ed. Some of these relate to 
fairly large industrial estaMi* 
shments including units of 
multinational companies. The 
entire effort of the nation to¬ 
day is geared towards higher 
level of production and pro¬ 
ductivity. Any interruption 
in the flow of production par¬ 
ticularly of goods of coaupon 
consumption has to be view* 
ed with concern* Singe the 
voluntary effort of the leaders 
of the industry did not pro¬ 
duce the desired result, the 
aovermnent has dadded to 
bring in iegislatioo to peevent 
unjustified repmeh- 


EASTERN Ei HOMIST 


652 


ips 




neat end dmutei in certain 

classes of c s t a bH shmcttts. . 

Mote than 54 per cent of 
the financial assistance sane* 
dotted by the Industrial 
Finance Corporation of India 
during the year ended lone 30, 
1973 was for promoting in¬ 
dustry in less developed areas 
of the country. This assis¬ 
tance of about Rs 20 crores 
will help develop 45 industrial 
projects in 16 different states 
and one union territory. The 
industries covered include 
cement, fertilisers, paper, iron 
and steel, industrial and elec¬ 
trical machinery, sugar, cotton 
textiles, types and tubes, 
motor cycles and scooters and 
miscellaneous food products. 

The working results for the 
year disclosed a gross profit 
of Rs 4.39 crores. After mak¬ 
ing provision for taxation of 
Rs 1.99 crores, the net profit 
was Rs 2.60 crores. Net ad¬ 
ditions made to reserves 
amounted to Rs 1.70 crores, 
bringing the total reserves of 
the Corporation to Rs 22.13 
crores which exceeds the paid- 
up capital by Rs 12.13 crores. 
According to the Report, the 
Corporation sanctioned during 
the year, net financial assis¬ 
tance of Rs 36.86 crores 
spread over 100 projects. 
They included 49 new under¬ 
takings claiming 72 per cent 
of the net sanctions. All 
these projects envisage an 
estimated investment of Rs 
486.66 crores. 

Mmthurn Refinery 

A contract for supply of 
equipment and materials for 
the construction of the six mil¬ 
lion tonne refinery at Mathura 
was finalised with the Soviet 
Organisation’—M/s Neftech- 
impromexport—by the Indian 
delegating headed by the 
Indian Oil Corporation Chair¬ 
man, Mr C. R. Das Gupta. 
Supplies of approximately 
32,000 toanes of equipment 
and materials costing Rs 17.4 
crores will begin in 1976 and 
will be completed by the first 
half of 1978. The total capi¬ 
tal coat of the Mathura refi¬ 
nery is expected fo be Rs ISO 
crores. • 

... Tbe construction of the 
' iastern BooKoaniT . 


Mathura refinery, which had 
to bc rescheduled due to diffi¬ 
cult resources 'position and 
foreign exchange limitations 
for crude oil imports follow¬ 
ing steep hike in crude prices, 
will now be completed by 
1979, so that the refinery can 
be commissioned by 1980. 
Land for the Mathura refi¬ 
nery had already been acquir¬ 
ed and soil investigations com¬ 
pleted. Civil works are ex¬ 
pected to be started next year. 

The implementation of the 
Mathura project has been en¬ 
trusted to the Indian (Ml Cor¬ 
poration. Engineers India 
Limited are the prime consul- 
tant/contractors of the pro¬ 
ject. Detail project report 
has already been prepared. 
Certain units of the refinery 
will be designed by the Soviet 
collaborators and the rest will 
be done by EIL. 

Alloy Stool Surplus 

This country is likely to 
achieve self-sufficiency in the 
alloy tool and special steels 
this year, and in fact many 
have a surplus for export if 
further imports of certain 
specialised categories are not 
stopped. The output of alloy 
steel in the current year esti¬ 
mated at 30.000 tonnes, is 
likely to match the anticipat¬ 
ed consumption. Imports of 
these steels, likely to be about, 
70,000 tonnes, will therefore 
be in excess of the demand, 
according to Dr B. C. Jain, 
managing director of Bihar 
Alloy Steels. 

Pleading for a scrutiny 
of pending import appli¬ 
cations, Dr Jain wants the 
government to ensure that no 
licences are issued for alloys, 
tools and special steels which 
are available indigenously. 
He feels that in view of the 
prevailing slackness in the 
domestic desnand due to re¬ 
cessionary trends, it is neces¬ 
sary to tap the export markets 
for our alloy steels in order 
to rule out any cutback in 
production. He has pleaded 
for export incentives so that 
the growth of this nascent in¬ 
dustry is not stunted. Mean- 
While, Bihar Alloy Steels,with 
an annual capacity of 40,000 
tonnes, hat already achieved 


50 per cent of its rated capa¬ 
city, The Rs 40-crore plant 
is expected to reach its Bill 
capacity by the year-end. Dr 
Jam pointed out that there is 
some criticism in the consumer 
circles regarding the high cost 
of some grades of the indege- 
nous allay steels; although 
several of the grades are 
either at par or cheaper than 
rite imported one. During 
1973-76 the alloy steel prices 
are lower by about 5 to 10 
per cent over those of the pre¬ 
vious year. The present prices 
are based on the current cost 
of the various inputs, inde- 
genous and imported, wage 
increases, rising power tariffs, 
fuel oil, etc, he stated. 

Central Loan to Bihar 

The union ministry of 
Agriculture and Irrigation has 
sanctioned a cash loan of Rs 
10 crores to the government 
of Bihar for purchase and dis¬ 
tribution of agricultural in¬ 
puts for the Rabi season of 
1975-76. The amount will be 
used by the state government 
for giving tacavi loans to far¬ 
mers for buying fertilisers and 
seeds. This brings the total 
loan sanctioned to Bihar for 
purchase of agricultural in¬ 
puts in 1975-76 to Rs 19 
crores. 

Banderols on Matches 

In the context of the 
earlies decision of the govern¬ 
ment to re-intorduce Central 
Exciser banderols on matches, 
the government have further 
decided that the banderols 
shall be introduced only on 
matches manufactured in the 
non-power-operated sector. 
As a result, the matches pro¬ 
duced by the power operated 
sector even after October 1, 
1973 continue to be cleared 
from the factories on payment 
of duty as heretofore, without 
the match boxes bearing any 
banderols, till further orders. 

The power-operated sector 
comprises primarily the four 
units of the Western India 
Match located at Bareilly 
(UP), Ambamath (Maharash¬ 
tra), Madras (Tamil Nadu) 
and Calcutta (West Bengal), 
and one unit of the Assam 
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Match Company at Dibrugarh 
(Assam). 

The new decision comes 
into force from October 1, 
1975. 

BHPV 

Bharat Heavy Plate St Ves¬ 
sels limited (BHPV) Visakha- 
patnam, a Public Sector Under¬ 
taking under the Department 
of Heavy Industry, has taken 
a significant stride in the 
manufacture of equipment for 
process industries such as 
fertilizer, petroleum, petro¬ 
chemical. chemical and steel. 
For the first time in the coun¬ 
try, the BHPV has manu¬ 
factured a second stage con- 
densor for the world’s largest 
coal-based fertilizer unit of 
the Fertilizer Corporation of 
India at Talcher. The second 
stage condenser, a special type 
of heat exchanger weighing 
approximately 50 tonnes, is 
used for cooling in the urea 
plants of the fertilizer indus¬ 
try. The heat exchanger is 
made of stainless steel mate¬ 
rial with an outer diameter 
of 2200 mm and a length of 
14,000 mm. It comprises of 
3 concentric shells of stainless 
steel and two annular tube 
sheets each of 100 mm thick¬ 
ness for the separation of outer 
and intermediate shells. Hie 
tube sheets on each side have 
2800 holes drilles to suit stain¬ 
less steel tubes of 20 x 1.5 mm 
thickness. 

Unique Feature 

The unique feature of this 
heat exchanger is that the 
tube nest of 10 metres length 
is designed without any inter¬ 
mediate support. To avoid 
any sagging of tubes in transit, 
the annular space has been 
filled with ammonia sulphate. 
The second stage condenser 
will be transported by a spe¬ 
cial BFU Wagon of 90 tonne 
capacity as the total weight 
of this condenser together 
with packing material and 
accessories is 66 tonnes. The 
BHPV has orders, in hand, 
for six of these large heat 
exchangers. Two each will 
be supplied to the fertilizer 
units at Ramagnndam in 
Andhra Pradesh, and Talcher 
in Orissa. The other two will 
be supplied to the units of the 
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Fertilizer Corporation of 
India at Nangal and Sindri. 

Stamp Processing Yard 

The public sector will 
shortly enter the field of pro¬ 
cessing of metal scrap, the 
vital input for the mini steel 
plants. The Metal Scrap 
Trading Corporation, a public 
sector undertaking, will in 
collaboration with the Andhra 
Pradesh Steels set up a scrap 
processing yard in Hyderabad. 

The corporation has been 
asked by the government to 
do a feasibility study for this 
purpose. This will be the first 
scrap processing yard in the 
public sector. There are at 
present only two such establish¬ 
ments in the private sector 
which is now having almost a 
monopoly over this trade. The 
approximate investment for 
establishing the scrap proces¬ 
sing yard in Hyderabad will 
be about Rs. 30 lakhs. The 
Metal Scrap Trading Corpo-r 
ration and the Andhra Pradesh 
Suds are likely to have equal 
equity participation. The 
capacity of the yard when 
established will be about 
25,000 tonnes per year. 

Artificial Limb 
Manufacturing Unit 

The factory of the Arti¬ 
ficial Limbs Manufacturing 
Corporation of India, a public 
sector unit under the Union 
ministry of Industry and Civil 
Supplies, is being set up at 
Kanpur. It would become the 
world's largest plant in this 
field by 1978, when it is expect¬ 
ed to achieve its full production 
target of 100,000 artificial limb 
assemblies, consisting of 4.7 
million components, worth Rs.5 
crores at current prices. Men 
and Machine are racing 
against time to erect this 
plant near Indian Institute of 
Technology at Kanpur covering 
38 acres of land. This plant 
is expected to be ready for 
.commissioning in November 
tftfi year. 

It is estimated that there 
are approximately 33 million 
disabled people in the country 
at pre&ent and another 100.000 
new amputees join them every 
yeaf. Though the need for 
establishment of a plant for 
manufacture of standard arti¬ 
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ficial limbs was keenly felt 
after the Sino-Indian Wat of 
1962* the final decision in this 
respect was taken by the 
government of India only 
later, in 1972, following the 
recommendations of a World 
Health Organisation team 
which studied the problem in 
depjh. To meet the country’s 
requirements of rehabilitation 
aids and prosthetic and ortho- 
tic appliances, ALIMCO was 
established in 1972. Dr. B. 
Sankaran, the renowned ortho¬ 
paedic specialist was appointed 
as Chairman. 

Trade Fairs 

Poznan 

Export orders worth more 
than Rs. 289 crores were 
secured by the Indian partici¬ 
pants in the International 
Consumer Goods Fair held 
in Poznan (Poland) recently. 
The orders were mainly for 
supply of locks, stationery 
items bicycle parts, readymade 
graments, handicrafts, EPNS 
ware, cotton underwears, 
leather goods, plastic and 
sports goods and ballpoint 
pens etc. At the time of the 
conclusion of the Fair, the 
business reported to be under 
negotiation was for spectacle 
frames, sports goods, plastic, 
electronic goods and textiles 
worth Rs. 7.5 crores. As many 
as 47 Indian firms and or¬ 
ganisations displayed their 
goods in the Indian Pavilion 
organised by the Directorate 
of Exhibitions and Commer¬ 
cial Publicity of the ministry 
of Commerce. The Direc¬ 
torate had organised India's 
participation in 1973 also and 
the participating firms nego¬ 
tiated business worth Rs 2 
crores. 

Tehran 

The India Pavilion in the 
Third International Trade 
Fair at Tehran (Iran) has pro¬ 
ved popular among the traders 
and industrialists visiting 
the Fair, Negotiations are 
already in progress for the 
supply of industrial items like 
air compressors, machine tools 
and barges. 

The Fair was inaugurated 
by the Shahanshah of Iran on 
September 13 last. As many 
as 44 nations are taking part 
in this Fair. The India Pavi¬ 
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lion, which covers an area 6f 
1250 Sq. metres, displays 
fcepvy machines like i(MT t 
padia! drilling and other 
machine tools, air compres¬ 
sors, thermic fluid heaters, 
plate bending machines and 
tractors. In addition to this, 
a. wide range of other 
engineering goods like diesel 
engines, electrical and elec¬ 
tronic products, laboratory 
instruments, earth moving 
equipment, models of ocean 
steamers and . tankers, fire 
fighting equipment, building 
material, bridge building com¬ 
ponents, electronic calcu¬ 
lators, refrigerators, dupli¬ 
cators and heavy breake 
linings arc being exhibited. 
Besides, the pavilion displays 
representative samples of 
textiles, sports goods, chemi¬ 
cals and pharmaceuticals, 
coir goods, processed foods, 
tea and handicrafts. 

Indo-Yugoslav Trade 

A three-day Indo-Yugoslav 
negotiations on trade and 
economic cooperation con¬ 
cluded at Zagreb (Yugoslavia) 
recently, according to informa¬ 
tion received here. The dis¬ 
cussions took place betwen 
the union Commerce minis¬ 
ter, Prof D. P. Chattopadhyaya 
and the Yugoslav Vice Pre¬ 
mier, Dr Anton Vratusa 
who are the co-chairmen of 
the Indo-Yugoslav Joint Com¬ 
mittee. The two leaders 
reviewed with satisfaction the 
progress of trade between the 
two countries. They also 
stressed the need for a syste¬ 
matic approach on concrete 
lines to Indo-YugosJav joint 
ventures in third countries, 
for which there was ample 
scope. 

During his stay in Yugo¬ 
slavia, the Commerce minis¬ 
ter also visited Zagreb Inter¬ 
national Trade Fair, an impor¬ 
tant commercial Fair in which 
India have been participating 
for a number of year. This 
year about 89 Indian firms 
had exhibited. 

The trade between India 
and Yugoslavia was on rupee- 
account up to the year 1972- 
73, but a bold decision was 
taken by both the countries 
to convert trade to Free 


Foreign , Bw$MKS§e 
with ■ d|Mt, turn ■ J*«nac»~ ■< 
v 1973. The tmle'httdeii: ngp** 
account which whs ituswing 
decline from abaut lts 22.7 
crores tq 1971-72 to, Its 19.8 
croM»:-ih 1972.73 showed an 
appreciable- increase to Rs 
31.4 crores in the year 1973-74 
under the Free Foreign Ex¬ 
change System. The exports 
increased from Rs 12.45 cro¬ 
res in 1972-73 to Rs 29.73 
owes in 1974-75, registering 
an increase of nearly 90 per* 
cent. 

Exports to Cormany 

During the first half of 
1975, Indian exports to Fede¬ 
ral Republic of Gernsany 
increased by 19 per cent as 
compared to the same period 
in 1974. Considering the 
sluggishness of consumption 
in West Germany and the fact 
that all the industrial coun¬ 
tries are in the grip of reces¬ 
sion, Indian exporters achiev¬ 
ed remarkable results in the 
West German market. The 
progress in Judo-West German 
trade relations can be seen 
from the fact that the volume 
of trade during the first half 
of 1975 is as high as the total 
volume of Indo-Gcrman trade 
in 1969. During the last 
financial year 1974-75, India 
exported goods worth Rs 
105.43 crores as compared to 
Rs 86.79 crores in the preced¬ 
ing year. 

Exports to Zambia 

India’s exports to Zambia 
have been increasing signi¬ 
ficantly from year to year. 
The value of exports rose from 
Rs 38.2 lakhs in 1973-74 to 
Rs 94.3 lakhs in 1974-75 show¬ 
ing an increase of nearly 147 
per cent. India’s successive 
participation in Zambia Trade 
Fair in 1973, 1974 and 1975 
have helped in the expansion 
and diversification of India’s 
exports. This year’s Trade 
Fair held at Ndola in July, 
brought substantial quantity 
of business orders and on-the- 
spot sales for Indian traders. 
A good number of exhibits 
including a jeep, a jeep ambu¬ 
lance, truck, 3 mini buses' 
diesel engines, pumping.set*, 
a lathe, agricultural spraying 
equipment ) wire stitching 
machine, rafcdical equipment, 
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bicycles, s*nitary-wttre and 
tiles worth about Rs 4.2 lakhs 
were sold on the spot. In 
addition, diesel engines, pump¬ 
ing sets and electric motor 
of a group of companies worth 
eighty thousand rupees were 
taken over by their local 
agents for sale. 

Export of Hand-Tools 

A Delhi-based client of the 
Trade Development Authority 
has exported hand-tools 
worth Rs 91 lakhs to more 
than 40 countries all over the 
globe during 1974-75. This 
achievement is important be¬ 
cause despite stiff competi¬ 
tion, especially in the spheres 
of price and quality, from 
countries like Taiwan, Spain, 
Korea, Turkey and China, the 
products of the firm have been 
found acceptable and equal 
to the best in the world. 
Lately, the firm has also de¬ 
veloped a new range of pro¬ 
ducts, especially of heavy 
duty nature, like bolt clippers, 
diagonal wire cutters, heavy 
duty wrenches, pullers, chain 
pipe wrenches and vice grip 
pliers. These new products, 
which had hitherto been im¬ 
ported, have contributed con¬ 
siderably in import substitu¬ 
tion and also have earned 
valuable foreign exchange by 
entering into developed mar¬ 
kets. 


Names in the News 

Mr R. Ray Chaudhuri, who 
was General Manager of the 
Assam Oil Company Ltd., 
and the Burmah Oil Company 
(India Trading) Ltd. in Dig- 
boi from June 1972 to August 
1975, has taken up a special 
assignment in Calcutta on 
behalf of the Burmah Oil 
Group of Companies report¬ 
ing direct to Mr J. C. Finlay, 
M. C, Chief Representative 
in New Delhi. 


Mr A. K. Ray, former 
Consul General of India in 
New York has joined as the 
Executive Director of the 
Trade Development Autho¬ 
rity. He has taken over 
charge from Mr A.C. Banerjee, 
who has since retired. 
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AFFAIRS 


Gar ware Nylons 

The synthetic fibre Industry 
witnessed an unprecedented re¬ 
recession during the year ended 
March 31,1975 mainly because 
of escalation in the cost of 
raw material viz., caproiactum, 
sudden fall in the export of 
fabrics, acute power shortage 
etc. On account of these 
adverse factors, Garware 
Nylons could not operate its 
plant to its full capacity. 
Despite these adverse factors, 
the company could achieve a 
seven per cent increase in its 
turnover. During the year un¬ 
der review, there was consider¬ 
able pressure on the company's 
margins, owing to the exces¬ 
sive price of the indigenous 
caproiactum—main raw mate¬ 
rial of nylon industry—and 
all round increase in other 
inputs, which resulted in 12.6 
per cent decline in its gross 
profits. The company, there¬ 
fore, could make a profit of 
about Rs 2.73 crores only as 
against Rs 3.10 crores in the 
previous year before providing 
for depreciation and develop¬ 
ment reserve. 

Bonus Shares 

The directors have recom¬ 
mended a dividend of 18 per 
amt on the equity capital of 
the company, which will absorb 
an amount of Rs 38.86 lakhs 


shares and shall be entitled to 
the dividend, that may be 
declared in respect of the 
company's accounting year 
commencing from April 1, 
1975. 

Poysha 

Poysha Industrial Company 
Ltd has increased its sales 
turnover during the year ended 
March 31,1975 by 30.8 per cent 
from Rs 9.33 crores (excluding 
excise duty) in 1973-74 to Rs 
12.20 crores in 1974-75, despite 
sharp decline in the production 
of most consumer goods re¬ 
quiring packaging in metal cans 
ranging from 24.2 per cent in 
the case of vanaspati to 42.3 
per cent in the case of infant 
milk powder and only margi¬ 
nal increase in the case of a 
few others. This spectacular 
increase in the face of general 
recession, though partly attri¬ 
butable to increase in prices, 
has mainly been possible due 
to access to the world's most 
advanced technology through 
collaboration with American 
Can Company, USA, adoption 
of quality control techniques, 
cost reduction and customer 
service. The company is going 
ahead with its plans for the 
setting up of new units at 
Calcutta and Madras. After 
the expansion, expected to be 
completed by 1977-78, the 


and will be paid in instalments,j^i ,censc< * ca P acit >' °f Poysha 
viz., a dividend of 12 per cerir f or me * al cans would be the 
immediately while the balance lar S est m the country. 


of six per cent in two equal 
annual instalments with 
interest at eight per cent per 
annum. The directors have 
sflso recommended, subject to 
the approval the Controller of 
Capital Issues, the issue of 
bonus shares in the proportion 
of one bonus equity share for 
evpry existing equity share of 
Bi. lO qach, by capitalising a 
jtttft of the reserves of the 
company. The bonus shares 
WiH rm&pari passu in all res- 
(fetits With the existing equity 

- economist 


Meanwhile the company has 
accounced a rights issue of 
equity shares at par in the ratio 
of one share for every six 
shares held. The proceeds of 
the issue, amounting to about 
Rs 22 lakhs, will be utilised to 
finance partly the company’s 
expansion programme., which 
envisages setting up of new 
units at Calcutta and Madras. 
After the rights issue, the com¬ 
pany will offer for public sub¬ 
scription equity shares worth 
Rs 50 lakhs to raise a part of 


the finance for the implementa¬ 
tion of the project. 

Frick India 

Frick India Limited are 
supplying to the Madras Ato¬ 
mic Project at Kalpakkam, 
Dessicant Dryers for their 
special treatment of air. This 
is for the first time that these 
dryers have been developed and 
manufactured by a company 
in the country and this will 
save foreign exchange to the 
tone of nearly one crore of 
rupees for each nuclear power 
plant. The government of 
India have recognised Frick 
India Limited as an Export 
House in view of its 
performance in turn-key pro¬ 
jects of airconditioning and 
refrigeration equipment in 
countries such as Greece. 
Cyprus, South East Asia and 
Middle East countries. This 
makes Frick India the largest 
exporter of airconditioning 
and refrigeration equipment 
and the first export house in 
this industry. 

Chowgule Steamships 

Hindustan Bulk Carriers 
Ltd, sponsored by Chowgule 
Steamships Ltd., has placed 
an order for a bulk carrier on 
64,000 DWT with a Belgian 
Shipyard and this vessel is due 
to be delivered in February, 
1976, eight months ahead of 
the contract date. Mean¬ 
while Chowgule Steamships 
has advanced a loan of Rs 164 
lakhs to Hindustan Bulk 
Carriers Ltd, with the option 
to convert it into equity shares 
up to 26 per cent of the equity 
capital of the new company. 
HBCL’s ship on delivery 
will be taken on time charter 
by Chowgule Steamships Ltd. 
Hindustan Bulk Carriers Ltd 
has planned to issue share 
capital to the extent of Rs 2,60 
crores and is expected to enter 
the capital market some time 
in October 

Moreover Chowgule Steam¬ 


ships Ltd has decided to parti¬ 
cipate in the equity capital of 
Chowgule Metal Industries Ltd. 
in the extent of seven per cent 
of the capital of this company. 
Chowgule Metal Industries 
Ltd is setting up a pelletization 
plant in Goa with an annual 
capacity of 1.8 million tons 
and it is already entered into a 
10 year contract with the 
Japanese Steel Industries to 
export of all its production. 
The Japanese steel industries 
and Japanese bankers have 
shown their foil confidence 
in the project which is expected 
to be commissioned by the 
end of 1977, by agreeing to 
advance a loan of $15 million. 
In return for its investments, 
Chowgule Steamships is assured 
a cargo of 25 per cent of the 
exports of Chowgule Metal 
Industries Ltd. The new con¬ 
tract will be in addition to the 
cargo of ore and pellets which 
Chowgule Steamships is 
entitled to under its long-term 
agreement already in force with 
Chowgule & Co Private Ltd. 
of Goa. 

Seshasayee Paper 

The operations of Sesha- 
sayee Paper and Boards Ltd 
during the year ended March 
31, 1975 were hampered by 
powercuts for a major part of 
the year, varying from 30 per 
cent to 60 per cent with even 
higher power-cuts during the 
early months of the current 
year. Apart from this, the 
strike by the workers in April- 
June 1974 resulted in a loss of 
60 days production. When 
considered against this back¬ 
ground, the sales figure at 
29,729 tonnes are not only 
satisfactory but creditable 
against last year’s figure of 
32,245 tonnes. 

As a result' of increased 
prices for all varieties of paper 


Department of Atomic Energy, 
Bombay. 

Directorate of Purchase 
and Stereo. 

The last date for submission of 
quotations against tender No: DPS f 
BARC/FASflM due on 1M.75 has 
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on the due dote png will bo opened 
at 16.00 Kre, on fht same day at 
Mehatta Bldg., Ord Floor, Pilton 
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told by tht company, the total 
turnover was Rs 133! lakhs as 
against Rs 981 lakhs in the 
preceding year. The factor 
which operated as a constraint 
on profitability was the restric¬ 
tions imposed on the 
production pattern of paper 
mills under wnich white print¬ 
ing paper has to be sold at a 
concessional price of Rs 2750 
pertonneapart from the obliga¬ 
tion to produce specified other 
varieties up to 27 per cent of 
production. In these circum¬ 
stances, the profit after 
depredation at Rs 344 lakhs 
can be regarded as good. The 
directors have recommended 
a dividend of 12 per cent for 
1974-75. 

Rawmaterial Supply 

A matter that has caused 
the board some concern in the 
last two or three years is the 
formulation of medium and 
long-term plans for continued 
supply of bamboo and pulpabie 
woods from the state forests of 
Tamil Nadu. The present 
set-up of forest departments 
in all the slates is ill-equipped 
to implement programmes 
of re-afforcstation of depleted 
areas or planting of pulpabie 
woods on virgin land, on the 
scale or in the manner required 
by forest-based industries. It 
is hoped that a policy decision 
under central guidance would 
be speedily taken to afford 
facilities to paper mills to 
embark on their own affores¬ 
tation programmes, through 
allocation of suitable fallow 
or de-wooded land. It is 
interesting to recall that as 
early as 1959, the Tariff 
Commission with the 
customary perspicacity, recom¬ 
mended the allocation of 
fallow land to industrial units 
for phased plantation or 
replantation with a view to 
foster planned development 
and scientific exploitation. 
Seshasayee has already experi¬ 
mented with unconventional 
raw material, with considerably 
more success than was antici¬ 
pated. Moreover the 
management has requested the 
Tamil Nadu Agricultural Uni¬ 
versity at Coimbatore, to carry 
out research on quick growing 
species of pulpabie material 
mad has agreed to finance such 


woilc. It is hoped that the 
state governments will take a 
speedy decision in the matter. 

State governments in 
accordance with time-honoured 
practice, auction forest produce 
like bamboo to contractors 
and other buyers and these 
naturally fetch attractive prices. 
However to make this a 
measuring-rod for fixing 
seigniorage rates for bulk con¬ 
sumers like paper mills, is to 
ignore the role of the paper 
industry inthe general economy 
of the state and the country. 
For instance, for the year, 
1974-75, the company has 
contirbuted in sales taxes alone 
over Rs 90 lakhs to the state 
exchequer while Rs 22 lakhs 
were contributed by way of 
electricity duty and other 
charges. Apart from other 
indirect contrbutions to state 
revenue, the company 
contributed to central govern¬ 
ment about Rs 140 lakhs in 
excises and other imposts, a 
portion of which flows back to 
the state under the certre-state 
financial arrangements. It 
would, therefore, be unwise for 
state governments to seek esca- 
lison of segniorage rates on the 
basis of realizations for smaller 
quanta of bamboo or wood 
ignoring their own considerable 
fiscal stakes in an industry 
like paper. 

Long Leads for Coal 

Yet another factor that stale 
governments should keep in 
view is the disadvantage of 
long leads for coal and other 
material for mills located in 
the southern region. Mills 
located in the northern states 
pay less for coal because of 
proximity of coal-pits and 
some are located in the peri¬ 
phery of the forests from which 
they secure the pulpabie mate¬ 
rial. Though Seshasayee is 
not located too far away from 
forest areas, the company docs 
not have the advantages 
enjoyed by some northern 
mills as to the very short leads 
for bamboo and coal. The 
company’s anxiety is that the 
company should "not be bur¬ 
dened with high royalty on 
top of other locational 
disadvantages 

The company is pursuing 


its expansion programme to 
increase its installed capacity 
from its present 35,000 tonnes 
per annum to 55,000 tonnes 
per annum. The project is 
under detailed examination by 
the term-lending iastitutions 
as an overwhelming part of 
the resources for the expan¬ 
sion is to be found through 
term-loans. The project is 
expected to cost between Rs 
19 crores and Rs 20 crores. 
These were highlighted by the 
chairman, Mr S. Narayana- 
swamy while addressing the 
annual general meeting of the 
company 

ICICI 

ICICI signed on September 
22, 1975. an agreement with 
Dynacraft Machine Company 
for a loan of Rs 5 lakhs. Dyna¬ 
craft is engaged in the manu¬ 
facture of materials handling 
equipment. The unit, a client 
of ICICI, has developed 
components which will improve 
the marketabilitv of its pro¬ 
ducts. The company has 
no foreign collaboration and 
the components have been 
developed with wholly 
indigenous effort. The loan 
is interest-free and is expected 
to meet expenditure on the 
Research and Development 
Programme. ICICI has 


offered the assistance out of 
the funds available from 
German government. A 
portion of the interest on loans 
from the Kreditanstalt fur 
Wiederaufbau is retained by the 
government of India to be 
used for development purposes. 
The funds so retained are 
disbursed by the development 
banks for promotion of small- 
scale industries, development 
of backward areas, research 
and development and for 
supporting a wide range of 
development projects. 

Dynacraft Machine Co. was 
started in 1942. By 1950 the 
firm began to concentrate on 
the production of mechanically 
operated materials handling 
equipment. The company had 
an annual sales turnover of 
Rs 170 lakhs in 1974-75. An 
expansion scheme undertaken 
by the company will enable 
it to rationalise* production 
and reduce reliance on bought 
out components. The com¬ 
pany has design and 
development facilities based on 
local ei'orts. 

Hindustan Everest 

Hindustan Everest Tools 
Limited has suffered a set¬ 
back in its working during the 
year ended March 3 J, 1975. 
During the year under review 
production dropped to 921.263 
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tons from 1215.975 tons 
attained in 1973-74 while the 
turnover declined to Rs 1.88 
crores from Rs. 1,92 crores in 
the earlier year. Gross profit 
too was lower at Rs 11.58 
lakhs as compared to Rs 24.77 
lakhs in the previous year. 
The power crisis, which was at 
its worst during the year, had 
its adverse repercussions on 
the working of the company. 
To augment power one more 
ciesel generating set of 170 
KVA was installed. The higher 
cost of power due to own 
generation and heavy expen¬ 
diture on repairing the diesel 
generating sets due to cons¬ 
tant running and the inflatio¬ 
nary economic conditions all 
over, have made a sizeable 
dent on the company's profit 
during the year. Moreover, 
workmen training programme 
introduced by the management 
contributed to increased wages. 

New Products 

The company through its 
research and development 
division introduced on a limit¬ 
ed scale a variety of new pro¬ 
ducts that were hitherto impor¬ 
ted. These items have been 
well received by the market 
as well as by prestigeous custo¬ 
mers. To enlarge the range of 
products offered so as to 
achieve higher turnover, the 
directors have thought it pro¬ 
per to diversify production 
rather than expand the exist¬ 
ing capacity. 

The total capital expendi¬ 
ture on the diversification 
ogramme is estimated to 
around Rs 63.89 lakhs 
while Rs. 36.50 lakhs will be 
additionally required for work¬ 
ing capital. Besides the direc¬ 
tors have deciced to issue fresh 
5,000 redeemable cumulative 
preference shares of Rs 100 
each at such rights, privileges 
and obligations as may be 
deemed fit in the best interests 
of the company. This was 
necessitated due to the act 
that 5,000 preference shares 
of Rs 100 each issued by the 
company initially have been 
redeemed on March 31, 1975. 
The fresh issue will provide 
funds to the company for the 
implementation of the diversi¬ 
fication programme as well as 


to maintain the desirable debt- 
equity ratio. 

News end Notes 

The 1975 IMM Marketing 
Man of the year (Small-Scale) 
gold and silver awards are 
the new awards instituted by 
the Institute of Marketing & 
Management this year. The 
IMM small scale awards have 
been sponsored by Anand 
Synthetics Pvt Ltd., the manu¬ 
facturers of Anand Suitings. 
The awards have been spon¬ 
sored with a view to promote 
better marketing standards 
in the small-scale sector and 
to give recognition to out¬ 
standing achievements in 
marketing. 

According to Mr Har- 
bhajan Singh Anand, Manag¬ 
ing Direreclor of Anand, 
Synthetics Pvt Ltd and the 
moving spirit behind the suc¬ 
cess story of Anand Suitings, 
the watchword of manufac¬ 
turers should be ‘quality’. 
Their efforts he opines, should 
be concentrated on giving to 
the consumer quality products 
at competitive prices. No 
efforts, he says is too great to 
achieve this end. Mr Anand 
further states that it is a social 
responsibility of industry to 
protect the consumer interest 
by giving good services and 
money back gurantee. These 
very principles have put 
Anand Suitings on the textile 
map of India in a short span 
of three years. 

Mr Anand is starting four 
spinning units in the back¬ 
ward areas of four states which 
will directly or indirectly 
involve 2,50,000 persons all 
over the country. Company’s 
existing products are being 
stocked and sold at more than 
1500 retail outlets all over 
India including rural markets 
which have direct link with 
the mills. 

Willard India would be issuing 
rights shares in the ratio of 
one to four equity and one to 
three preference shares held, 
to meet the higher project cost 
which has increased from the 
estimated Rs. 3.61 crores to 
Rs 4.57 crores. The company 
produced 5,000 batteries in 


August and expects to turn 
out 7,000 batteries in 
September, about 70 per cent 
of the rated capacity. The full 
licensed capacity of 10,000 
batteries a month his expected 
to be reached by the end of 
the year 

The public issue of 5,50,000 
equity shares of Rs 10 each 
at par by Orissa Industrie 
(Orind) which opened on 
September 24, has been over¬ 
subscribed. 

Madhya Pradesh Industries 

has started trial production of 
dry cell batteries at its plant 
at' Bhopal set up in 
collaboration with Varla 
Batteries of West Germany. 
It hopes to start marketing its 
batteries from next month. 
There is an over-run of Rs 86 
lakhs in the project cost, which 
was earlier estmated at Rs 
227 lakhs A proposal to 
meet the over-run has been 
submitted to the financial 
institutions The operation of 
the company’s mining division 
during the year ended March 
1975 was on a very limited 
scale because of uneconomic 
working. 

New Issues 

Best and Crompton Engineer¬ 
ing Ltd. is offering 900,000 
equity shares of Rs 10 each for 
cash at par to the public for 
subscription. The subscription 
list for the fully underwritten 
issue opens on October 6 and 
will close on October 20 or 
earlier but not before October 
9. The present issue is being 
made with a four-fold purpose 
namely to augment the 
resources of the company, to 
repay the bridging loan of Rs 
46 lakhs raised by the company 
from its bankers for acquiring 
shares in the erstwhile 
Crompton Engineering Com¬ 
pany (Madras) Ltd, to reduce 
the percentage of foreign 
shareholding in the company 
to about 10 per cent from the 
existing 48 per cent and to 
offer its shares to the public 
for getting its equity shares 
listed on the Madras Stock 
Exchange. 

Best and Crompton 
Engineering, formed by the 
merger of Best and Co with 
Crompton Engineering, offers a 


rich variety of services. Bests 
have specialised in the manu¬ 
facture of diverse engineering 
products whereas Crompton 
Engineering has a wealth of 
expertise in execution of sophi¬ 
sticated engineering contracts 
with feeder plants for products 
required for such contracts. 
The result is an ideal fusion 
of highly specialised engineer¬ 
ing skills in diverse fields 
with tremendous potential 
for future growth, expansion, 
and diversification. Currently 
overseas contracts are under 
execution in Bangladesh, Iran, 
Nigeria and Malaysia. The 
company has orders worth 
about Rs 45 crores on hand, 
out of which contracts over¬ 
seas are to the tune of Rs 5 
to 6 crores. The jobs involve, 
among others, generator con¬ 
nections, transmission lines 
and H.V. sub-stations. It is 
expected that the demand for 
the company's products and 
services will continue to grow 
followed by handsome increase 
in sales and profits. The 
board of directors is of the 


Notice : 

The Delhi Cloth & 
General Mills Co. Ltd. 

In terms of Rule 4A of the 
MRTP Rules. 1970, it is 
hereby notified that The Delhi 
Cloth and General Mills Com¬ 
pany Limited, Bara Hindu 
Rao, Delhi—110006, propose 
to make an application 
under Section 22 of the MRTP 
Act, 1969 to the Central 
Government in the Depart¬ 
ment of Company Affairs, 
New Delhi, in regard to its 
proposal to manufacture 
Caustic Soda/Chlorine Pro¬ 
ducts with a capacity of 100 M. 
Tons per day in a backward 
district of Madhya Pradesh 
and involve an estimated 
investment in Land, Building, 
Plant and Machinery of Rupees 
1350 lakhs approximately. 

Any person interested in the 
matter may, if he so desires, 
intimate to the Central 
Government in the Department 
of Company Affairs, within 14 
days of the publication hereof 
his views with regard to the 
Proposal contained in this 
notice and also the nature of 
his interest therein, , 
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opinion, that subject to un¬ 
foreseen circumstances, the 
company will make sufficient 
profits to pay reasonable divi¬ 
dends on the enlarged equity 
capital as increased by the 
present issue. 


Purutia Steels Ltd. is setting 
up a 10/12 tonnes electric arc 
furnace for the manufacture 
of steel ingols with an installed 
capacity of 18,000 tonnes per 
annum. The company has 
already purchased land 
in the declared backward area 
at Mouza Simulia in the 
distrit of Purutia. Hence the 
company will enjoy all fiscal 
concessions available to back¬ 
ward areas. The company 
has entered into an agreement 
with the West Bengal State 
Electricity Board for the supply 
of adequate power for pro¬ 
duction and other opera¬ 
tions. 


Adequate Market 

The work on the project is 
proceeding apace and the erec¬ 
tion of the plant is expected 
to the completed by February 
1976. Based on the current 
forecast it is expected that the 
demand for the company's 
products would go up substan¬ 
tially and as such the company 
does not anticipate any diffi¬ 
culty in the marketing of its 
products. The company hopes 
to earn reasonable profits 
thereby ensuring a fair return 
on the capital employed within 
a reasonable period from the 
commencement of commercial 
production. 

The company has an 
authorized capital of Rs one 
crore and an issued, subscrib- 
! cd and paid-up capital of Rs 
; 17.60 lakhs. Now it is offering 
| for cash at par 264,000 equity 
| shares of Rs 10 each to the 
; public for subscription. The 
i subscription list opened on 
September 26 and will close 
on October 6 or earlier but 
not before September 29. The 
West Bengal Industrial Deve¬ 
lopment Corporation Ltd has 
underwritten equity shares 
worth Rs 8 lakhs, UTI to the 
tune of Rs 4 lakhs, while the 
remaining equity capital of 


Rs 14,40 lakhs has been under¬ 
written by Dayco. 

Capital and Bonus 
Issues 

Consent has been granted 
to 12 companies to raise 
capita] of over Rs 15.17 
crores. Application of one 
company has been rejected, 
according to an official Press 
release. 

The details are as follows: 

Anandkumar Mills Ltd., 
Coimbatore, has been accor¬ 
ded consent, valid for three 
months, to capitalise Rs 
5,84,470 out of its general 
reserve and issue fully paid 
equity shares of Rs 10 each 
as bonus shares in the ratio 
of one bonus share for every 
two equity shares held. 

T.V, Sundram Iyengar and 
Sons Limited, a public limited 
company having a paid up 
capital of Rs 2,87,62,900, has 
been accorded consent for 
the issue of further capital 
of Rs 37,100 in equity shares 
of Rs 100 each at par to the 
existing Indian shareholders 
on a pro rata basis. The 
object of this issue is to 
keep the paid up capital at a 
round figure. The consent 
is valid for 12 months. 

Asian Paints (India) Limi¬ 
ted, Bombay, has been accor¬ 
ded consent, valid for thres 
months to capitalize Rs 
50,00,000 out of its general 
reserve and issue fully paid 
equity shares of Rs 100 each 
as bonus shares in the ratio 
of one bonus shares for 
every two equity shares held. 

Ballarpnr Paper and Straw- 
board Mills Limited, Chandra¬ 
pur (Maharashtra), has been 
accorded consent, valid for 
three months, to capitalise 
Rs 6,14,81,215 out of its 
general reserve and issue fully 
paid equity shares of Rs 10 
each as bonus shares in the 
ratio of bonus share one for 
every one equity share held. 

Damodar Bulk Carriers 
Limited, Goa, has been accor¬ 
ded consent, valid Tor three 
months, to capitalise Rs 
80,00,500 out of its general 
reserve and issue fhlly paid 
equity shares of Rs 100 
each* as bonus shares in the 


ratio of eight bonus shares 
for every 10 equity shares 
held. 

Caprihaiis (India) Limited, 
Bombay, has been accorded 
consent, valid for three 
months, to capitalise Rs 
54,21,938, out of its general 
reserve and issue full v paid 
equity shares of Rs 10 each 
as bonus shares in the ratio 
of 17 bonus shares for every 
40 equity shares held. 

Vulcan-Lavai Limited, has 
been accorded consent, valid 
for three months, to capitalise 
Rs 56,68,960 out of its gene¬ 
ral reserve and issue fully 
paid equity shares of Rs 10 
each as bonus shares in the 
ratio of 11 bonus shares for 
17 equity shares held. 

Modern Proteins Limited, 
has communicated to the 
government of its proposals 
to issue capital under clause 
5 of the Capital Issues (Ex¬ 
emption) Order, 1969 for Rs 
45 lakhs in equity shares of 
Rs 10 each to meet part of 
finance for setting up a factory 
to manufacture protein con¬ 
centrates, groundunt oil, de¬ 
oiled cake. 

Best and Crompon Engineer¬ 
ing Limited, Madras, has 
communicated to the govern¬ 
ment of its proposals to issue 
capital under clause 5 of the 
Capital Issues (exemption) 
Order 1969, for Rs 90,00.000 
divided into 9,00,000 equity 
shares of Rs 10 each for cash at 


par. The proceeds of the issue 
are to be utilised partly for the 
repayment of the bridging loan 
and partly for meeting the 
working capital requirements. 

EHenbarrie Industrial Gases 
Limited Calcutta, has commu¬ 
nicated to the government of 
its proposals to issue capital 
under clause 5 of the Capital 
Issues (Exemption) Order, 
1969, Tor Rs 41,00,000 divided 
into 3,50,000 equity shares 
of Rs 10 each and 6,000 
cumulative redeemable pre¬ 
ference shares of Rs 100 each 
(inclusive of the capital of Rs 
6.50 lakhs already raised). 
The proceeds of the issue 
are to be utilised to meet a 
pan of the project cost to be 
set up at Kalyani, near Cal¬ 
cutta. 

Hindustan Heavy Chemicals 
Limited, Calcutta, has been ac¬ 
corded cosent, valid for three 
months, to capitalise Rs 
10,50,000 out of its general 
reserve and issue fully paid 
equity shares of Rs 10 each as 
bonus shares in the ratio of 
three bonus shares for every 
five equtiy shares held. 

Coromandel Engineering Co 
Private Limited, Madras, has 
been granted consent, valid 
for a period of 12 months, 
for issue of equity shares 
worth Rs 4 lakhs. The pro¬ 
ceeds of the issue are to be 
utilised to meet the working 
capital requirements of the 
company. 


Dividends 


Name of the Company 

• 

Year ended 

Equity dividend 
declared for 

current previous 
year year 

Higher Dividend 

Carona Sahu 

April 30, 1975 

6.0 

Nil 

Modi Spinning 

April 30, 1975 

18.0 

10.00 

Consol idat cd Coffee 

June 30, 1975 

20.0 

12.0 

Madras Safe Deposit Co, 

June 30, 1975 

11.0 

10.0 

Indian Rubber 
Regenerating 

March 31, 1975 

9.0 

6.0 

Same Dividend 

Jay Engineering 

March 31, 1975 

Nil 

Nil 

Khatau Makanji 

June 30, 1975 

10.0 

10.0 

Reduced Dividend 

Deccan Sugar 

May 31, 1975 

Nil 

12,0 
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COMPANY MEETING 

India Steamship Co., Ltd. 

Address of Mr. K. K. Birla, Chairmen, India Steamship Co., Ltd. 
delivered at the Annual General Meeting of the Shareholders of the 
Company on the 29th September 1975. 


Gentlemen: 

The Audited Accounts and 
the Directors’ Report for the 
year ended 31st March 1975 
have been with you for some 
time now and with vour per¬ 
mission I shall take them as 
read. 

2. As you are all aware, 
your Company has done well 
during the year under review. 
The Gross operating earnings 
have touched an all time high 
figure of Rs. 3080 lakhs re¬ 
presenting an increase of 55,6% 
over 1973-74. Increases in the 
case of Gross Profit and the 
Net Profit were even more 
spectacular as would be evi¬ 
dent from the following: 

1973- 1974- Percent 
74 75 Increase 


Gross Profit 509 1059 108.0 

(Lakhs Rs.) 

Net Profit 329 809 145.9 

(Lakhs Rs.) 

The ratio of Gross Profit to 
operating earnings has gone up 
from 25.7 % to 34.4 %. Similarly, 
the ratio of Net Profit to operat¬ 
ing earnings has increased from 
16.6% to 26.3%. You will all 
agree that these are splendid 
improvements. 

3. You are aware that the 
Company decided to issue 
Bonus Shares and that an 
application was made to the 
Controller of Capital Issues, 
for the issue of Bonus Shares 
in the proportion of one Bonus 
Share for every Equity Share 
held by the Shareholders. The 
consent of the Controller of 
Capital Issues was received 
and the Bonus Shares were 
issued to those Equity Share¬ 
holders whose names Stood 
registered in the Books of the 
Company on 2nd July, 1975. 
The dividend for the year has 
been recommended on the in¬ 
creased Paid Up Capital of the 
Company as a result of the issue 
of the Bonus Shares. 

. 4. In my Address at the last 


Annual Meeting I had men¬ 
tioned that “the year that has 
gone by was a most challenging 
one throwing up many crises**. 
The year under review was 
even more challenging and in 
some respects unprecedented. 
The run-away inflation in India 
and even in some of the deve¬ 
loped countries followed by 
the global recession, the steep 
depression in the freight market 
and the resultant massive 
laying-up and scrapping of 
tonnages, cancellation of orders 
for new tonnage and the con¬ 
tinued floatation of the major 
world currencies were amongst 
the major problems that had 
to be encountered during the 
year. Before going into 
these details I would like to 
mention some of the recent 
developments at the National 
level which have served to 
further enhance the country’s 
confidence. 

5. The agricultural produc¬ 
tion has recorded a marginal 
increase of about 1% during 

1974-75. With the timely 
onset of the South West Mon¬ 
soon this year, the rainfall has 
been good in most of the areas. 
Further, with a view to stepping 
up agricultural production, the 
fertilizer prices have been 
reduced recently and steps have 
also been taken for its proper 
distribution and well in time. 
The prospects of a good 
fthariff Crop dicing the year 
therefore appear to be bright, 

6. The industrial production 
which increased by only 1% 
in 1973-74 recovered during 

1974- 75 and is estimated to 
have increased by about 3*5%. 
During the first two months of 

1975- 76 the level of Industrial 
production was 5.7% higher 
compared to the corresponding 
period of 1974-75. The real 
national income during 1974-75 
has also recorded an increase 
of 2%. 

7. India’s exports during 
1974*75 have recorded a sharp 


increase of 31% over the pre¬ 
vious year and amounted to 
Rs 3304 Crores. However the 
volume of imports was much 
higher due to massive purchase 
of food, fertilizers and oil and 
consequently the trade deficit 
was at an unprecedented level 
of Rs. 1044 Crores. 

8. The sharp decline in 
agricultural and industrial pro¬ 
duction during 1972-73 and 

1973- 74 coupled with our in¬ 
volvement in the Bangladesh 
War of Liberation, the global 
recession and the unprece¬ 
dented rise in fuel oil prices 
all over the world had all 
inflicted a dent in our economy 
and aggravated the inflationary 
pressure towards the middle of 

1974- 75. The year had con¬ 
sequently witnessed spiralling 
inflation which further eroded 
our economy. Capital became 
scarce and expensive and the 
market became depressed on 
account of rising prices and the 
credit squeeze measures. Thanks 
to the positive and bold app¬ 
roach and the pragmatic 
decisions taken by the Govern¬ 
ment for resolving the problems 
facing the country, the condi¬ 
tion was perceptibly eased. 
The remedial steps undertaken 
viz. the fiscal measures 
initiated by the Government, 
the monetary policies adopted 
by the Reserve Bank of India 
coupled with the enactment 
of appropriate legislative mea¬ 
sures, with an accent on their 
proper implementation by 
suitably gearing up the enforc¬ 
ing machinery, have all helped 
to contain inflation. The result 
has been spectacular in as much 
as the inflation that persistently 
plagued the economy for the 
last few years has not only been 
contained but also pushed to 
zero level. The rate of inflation 
which was 28.6% for the year 
ending June 1974, went down 
to 2.76% for the year ending 
June 1975 and now it has been 
totally arrested. It is a matter 
of not inconsiderable satis* 


faction to note that this rate of 
decline in inflation is unprece¬ 
dented, Prices of essential 
commodities have been coming 
down and are likely to stabilize 
at a reasonable level. 

9. In the International sphere 
as an aftermath of the Middle 
East War, the economies of 
the Nations have been passing 
through a phase of extra¬ 
ordinary turbulance. Such 
disturbing phenomena as rising 
costs, galloping inflation and 
international currency problems 
are the disconcerting features 
in the world economy. That 
apart, another factor which is 
causing greater concern is the 
decline in the world commodity 
boom which is expected to 
\come down further and which 
in its turn is bound to have 
its repercussion on the export 
trade of the developing count¬ 
ries like that of ours. Due 
to the economic recession, 
which was the off-shoot of an 
uncertain world economy, there 
was a decline in the usual 
increase in world trade and 
sea-borne transportation in 
1974. The 5% growth rate 
experienced was considerably 
below the yearly average of 
approximately 10% per year of 
the last decade and also less 
than the expected long-term 
increase of 7/8% per year. 
The economies of the Nations 
are closely interlinked and 
consequently our economy too 
has not been without those 
problems and anxieties. 

10. Like all other industries, 
shipping is also subject to trade 
cycles. However one peculi¬ 
arity with the shipping industry 
is that the ‘‘boom” is few ana 
far between while the ‘‘reces¬ 
sion” is much more frequent 
and prolonged. The year under 
review witnessed one of the 
worst recession in the recent 
history of the shipping industry, 

1L The current world-wide 
recession started with the cutt¬ 
ing off the oil supplies by the 
Arabs to some of the Western 
countries followed by almost a 
four-fold increase in Oil prices 
within a few months. Among 
the other factors mention may 
be made of:— 

(a) Sharp cut back in the 
U.S. Aero-Space and 
Defence Industries; 

(to) Balance of payment crisis 


m 
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in the U.S. and other 
developed countries; 

(c) Putting up of interest 
rates to a record level in 
many developed countries 
with a view to curbing 
inflation and streng¬ 
thening the balance of 
payment position; 

(d) Spurt in raw material 
prices; 

(e) Extravagant and even 
competitive wage claims 
won by the powerful 
Trade Unions in the lead¬ 
ing developed non- 
communistcountries. The 
resultant wage, price spiral 
has been proved to be 
disrupting the growth pro¬ 
cess in these countries. 

12. The depth of the recession 
in the West can be measured 
from the following extract from 
the OECD Economic Outlook 
which reads: s In the eighteen 
months from the second half 
of 1973 GNP probably fell 
by about 7.5% in the U.S. and 
virtually stagnated in the rest 
of the area taken together 
compared with past rates of 
increase over a eighteen 
months period of around 6% 
and 9.5% respectively. By 
the first quarter of this year, 
industrial production has fallen 
from its peak by some 20%, 
in Japan, 10 to 15% in the 
U.S.A., Germany, France and 
Italy, and 5% in the U.K. 
Total recorded unemployment 
in the area is now about 15 
million, double the level at the 
last business cycle peak and 
equivalent to over 5.5% of 
the civilian labour force. More¬ 
over the labour market has 
weakened more than indicated 
by these figures alone: partici¬ 
pation rates have fallen in 
many countries and the average 
hours of work have declined 
markedly. The rate of un¬ 
employment in May 1975 was 
9.2% in U.S. compared to 
4*4% in West Germany, 4.7% 
in France, 3.7% in U.K .and 
2*2% in Japan**. Consequently 
there has been a fall in the 
volume of trade and the report 
goes onto sav that “in the first 
quarter of 1975 falling imports 
pushed the combined current 
account of the seven largest 
OECD countries into surplus 
to the tune of some $ 10 


Billion, at an annual rate, 
after a $ 20 Billion deficit in 
the second half of last year* 9 . 
This would mean that these 
countries havo managed to 
improve their balance of pay¬ 
ment position by cutting down 
their imports i.e. exports of 
other countries. The impact 
of all these on shipping—an 
international industry—can 
very well be imagined. 

13. Prices in the OECD 
countries have been rising at 
an accelerating rate during the 
last several years. The ave¬ 
rage rate of increase of prices 
in 1974 worked out to an 
alarming figure of 15%. In 
the six months ended May 
1975 the rise in consumer prices 
in OECD imports again drop¬ 
ped to an annual rate of about 
10%.. This was mainly due to 
stabilisation of Oil prices. These 
were the conditions obtaining 
in the most advanced nations 
of the world and therefore their 
impact on the world trade and 
the economy of he developing 
countries like ours can very 
well be visualised. 

14. In the absence of stability 
in the world economic order, 
currencies of most of the 
developed countries continued 
to float. This has added to 
the chaos; frequent changes in 
parity rates of the major 
currencies had its impact on 
on the world trade/payment 
position. The U.S. dollar 
has recently strengthened some¬ 
what—and it is hoped that 
the end of this uncertainty 
is in sight. 

15. The recession in the 
world economy and the con¬ 
sequent decline in the move¬ 
ments of goods had been 
responsible for a sudden 
reversal in the freight market. 
The recent spiralling 
inflationary trends and the 
consequent escalation in the. 
cost of ships and of operating 
them as well as the changed 
conditions brought about by 
the oil crisis and * the pheno¬ 
menal increase in its cost and 
its impact on the economic 
situation, the inevitable 
depression in the tanker freight 
market and the bulk dry cargo 
markets—all these have been 
the unexpected developments 


that confront the Shipowners 
all the world over and which 
have rendered the future of 
the world shipping and the 
ship-building extremely uncer¬ 
tain. 

16. The world-wide recession 
had severely hit the world trade 
in general and the shipping in 
particular. The Tanker market 
was the first to suffer and 
according to one expert “No 
one can promise any one about 
the future of the Tanker market 
which looks gloomier every 
minute**. He added (hat ‘‘there 
are more than 10 to 11 million 
tons of tonnage lying idle 
which excludes the 5.5 Million 
Tons sitting in the Persian 
Gulf Area”. 

17. Yet another report 
published in the middle of 
April 1975 says “tanker owners 
throughout the world should 
step up their international 
cooperation and move more of 
their surplus tonnage into laid 
up if they want to survive the 
deepening slump in t he market. 
At present some 20 million 
tons D.W. are laid up—and 
soon the figure could more than 
double”. Information pub¬ 
lished by E.P. Gibson Limited 
(Ship Broker) showed that in 
June 1975 “396 Tankers were 
laid up totalling 31.3 million 
D.W.T. with a further 25 to 
30 vessels scheduled to go into 
mothballs. With the steady rise 
in Tanker tonnage entering 
laid-up and the growing realis¬ 
ation that laid-up period may 
well exceed a year, special 
attention is required to the 
technical problems involved.*’ 
According to a more recent 
report released in Fair Play 
some 527 Tankers and com¬ 
bined carriers totalling 40.2 
Million D.W.T. are all laid 
up and 60 of the vessels involved 
are over 2 lakhs D.W.T. each. 
Tankers scrapped in the past 
year appear numerous at 174 
vessels totalling 4.5 Million 
D.W.T. Contract for approxi¬ 
mately 145 Tankers have been 
cancelled totalling 35.5 Million 
D.W.T. According to another 
report ‘*50% of Japan's ship¬ 
building capacity would be 
idle in two years because of 
increasing cancellation of exist¬ 
ing contracts and the slow 
arrival of new orders”. 


A farther report suggests that 
“laid up Tankers in Japan would 
be used for storing fuel and 
the Philipines Government 
is negotiating with Japan for 
storing oil in laid up Tankers.** 
The Climax of the situation is 
contained in the report saying 
that “N1SSENARU” (484,000 
D.W.T.) largest Tanker went 
straight from the delivery yard 
to be laid up. She is presently 
carrying oil at a rate just 
enough to recoup the laid up 
cost. 

18. With such a desperate 
situation prevailing in the 
Tanker market, the smaller 
sized Tankers have intruded 
into the already shrinking bulk 
dry cargo market and conse¬ 
quently the dry cargo market 
has also reacted adversely. In 
fact, the recent fixtures are 
not fetching more than 35% 
of the freight obtained in 1974 
and this would be evident from 
the following table showing 
highest/iowest. fixtures in some 
of the representative traders 
during 1974 and 1975. In some 
cases rates are even lower. 

1974: Grain: 1975 to 

date: 

S 30.00 Gt. Lakes-Hoi land/ 
Belgium (abt 
25,0001) $ 12.00 

S 22.00 U.S. Gulf-Holland 

(abt. 20,0001) $ 5.00 

S 45.00 River Plate-Japan 

(20-25,000 t) S 17.20 
Coal: 

$ 11.50 Hampton Roads- 
Holland/ Belgium 
(abt. 35,0001) $ 3.50 

Ore: 

$ 10.50 Brazil - Continent 

(60-80,000 t) 8 3.00 
Sugar: 

£15.50 Durban - Japan 

(abt. 15,0001) — 

Fertilizers: 

S 65.25 U.S. Gulf-Jndia 
(di-ammonium 
phosphate) (abt. 

14,000 t) $ 25.00 
Time Charter: 

$ 11,000 U.K./Cont. trip 
Persian Gulf/Red 
Sea, 15-16,0001, 

14-15 Knots, daily 
rate 8 3,800 

S 8,750U.K./ Cont, trip 

S. Africa, (abt. 15,000t) 
14-15 Knots, daily 
rate $ 2,985 
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19. The freight market has 
not shown any sign of firmness 
so far although according to 
some experts the rock-bottom 
has already been reached and 
that the rates cannot go down 
any further. According to 
them the recovery will start 
some time towards the end of 
this year or early next year and 
they cite in support of their 
argument some recent signs 
of improvement in the U.S. 
economy. 

20. Your Company being 
mainly engaged in the liner 
trade was not affected by the 
slump in the freight market to 
the same extent, as other tramp 
operators were. The liner 
freight rate is, of course, not 
determined by the effect of 
demand and supply of tonnage 
and hence it is noi affected by 
the variation in market condi¬ 
tion. However, the Liner 
Trade could not also totally 
avoid the present adverse 
effects of the tramp market. 
Firstly, there is a decline in the 
volume of trade due to world¬ 
wide recession and secondly, 
dry cargo ships normally en¬ 
gaged in the tramp trade have 
invaded the liner trades by 
undercutting the freight rales. 
In fact, it is reported that the 
volume of U.K./Continental 
Liner Conference irade during 
the first half of 1975 has dec¬ 
lined by over 33% in com¬ 
parison with the corresponding 
half of J974. Consequently, 
the number of units which 
could normally be employed 
in the liner berth would no 
longer be required and there 
would be an clement of sur¬ 
plus for which alternative 
employment in the tramp 
market has to be found out. 
Undercutting in rates and other 
non-commercial practices arc 
reported to have become 
rampant in some of the Liner 
trades and according to avail¬ 
able reports, nations with 
modernised surplus shipping 
tonnages are posing a great 
threat to shipping in established 
maritime countries including 
Great Britain. 

21. The Suez Canal has been 
reopened to international 
shipping on 5th June, 1975 
exactly after eight years of its 


closure in 1967. The Toll 
charges have been more than 
doubled and according to the 
new tariff the payment is to be 
made in SDR. However, trade 
route from India to Europe and 
Atlantic Coast of America will 
now be shorter as the ships will 
no longer be required to lake 
a circuitous route via the 
Cape. According to available 
estimates, there will be a saving 
of about 12 days in case of the 
U.K./Continental and North 
Atlantic U.S. voyages while the 
savings in case of the sailings 
to the Adriatic and Black Sea 
ports will be as much as 24 
days per leg. In other words, 
the turn round will be quicker 
and there will be considerable 
savings in fuel and running 
costs which would surely en¬ 
able the Shipping Lines to 
effect a reduction in various 
surcharges. However, the 
quicker turn round would 
render a part of the existing 
fleet superfluous and this may 
have an adverse impact on the 
existing depressed freight 
market. 

22. The Government of India 
in its last budget has extended 
the period of Development 
Rebate till 1st May, 1977 in 
the case of ships contracted 
before December 1973. While 
this would mean extension of 
the benefit towards acquisition 
of a few more ships, the shipp¬ 
ing industry in India will 
generally be affected by this 
decision because the proposed 
concession of allowing a 20% 
initial depreciation in lieu of 
the development rebate cannot 
match the benefit flowing out 
of the former. In a communi¬ 
cation to the Government, 
the Association of the Indian 
National Shipowners has 
pointed out that the develop¬ 
ment rebate enables the Ship¬ 
owners to write off 140% of 
the actual cost of a vessel 
during the Income Tax life of 
(he vessel of 20 years while 
the initial depreciation enables 
them to write off only 100% 
but in a shorter period of 16 
years. The essential difference 
between the two tax concessions 
is that the development rebate 
is in the nature of an invest¬ 
ment allowance to the extent 
of tax saved on the rebate 
claimed from the profit while 


the latter gives Shipowners 
the benefit of deferred taxa¬ 
tion. In some of the advanced 
countries of the world including 
U.S.A* and the U.K., the 
shipping industry enjoys spe¬ 
cial facilities and subsidies 
from the Government because 
of the contribution it makes 
towards the invisible earnings 
of the country. 1 would 
therefore request the Govern¬ 
ment of India to reconsider 
this aspect. 

23. 1 briefly dwelt on the 
economic difficulties inherent 
in the situation presently facing 
the country. Although the 
inflation which was eroding the 
economy of the country has 
been contained, the more 
important question of the 
economy’s revival and the 
creation of conditions for its 
sustained growth has now come 
to the fore. Jt is in this context 
the recent steps taken by the 
Prime Minister and her enun¬ 
ciation of the 21 point Econo¬ 
mic Programme is most timely 
and opportune. There is a 
perceptible change in the 
atmosphere of the Country 
conducive to the harnessing 
of the new spirit of upsurge 
towards faster economic 
growth with social equity. 

24. The tonnage target for 
the Indian Shipping Industry 
for the Fifth Five Year Plan 
has been set at 8.6 million 
GRT. The tonnage attained 
upto June 1975 is around 3.9 
Million GRT. with over 
another One Million Ton GRT. 
on order. It is therefore 
extremely urgent that all the 
constraints hindering the 
achievement of the plan 
target is removed. It is well 
known that the growth of the 
shipping tonnage has been 
stunted in the last one year for 
want of credit at the disposal 
of the industry and lack of 
credit facilities both within 
and outside the country. 

25. According to the assess¬ 
ment made by the foreign 
lenders, advances to the Indian 
borrowers arc repayable in 8 
years. However, due to tight 
money position all over the 
world they have now reduced 
the period of repayment 


somewhat and your Company 
could recently obtain loans 
from foreign bankers which is 
repayable in six years’ time. 
Furthermore, the rate of 
interest has also hardened; 
compared to 3/4% above the 
LIBOR about one and half 
years hack, the Banks would 
not be prepared now to con¬ 
sider proposals carrying in¬ 
terest anything below 2% over 
LIBOR. They arc also putting 
up various other conditions 
whereby the raising of loans 
from private financiers abroad 
is getting difficult eve y day. 

26. A more vital factor in 
the acquisition of tonnage is 
the question of finance. The 
shipbuilding credit has become 
more stiff with increase in the 
rate of interest and decrease 
in the maximum quantum of 
credits and the stringent credit 
terms. The terms at which 
foreign exchange funds are 
present l\ available in the Euro- 
Dollar market, have further 
stiffened considerably. In the 
present financial situation it is 
beyond the capacity of the 
Shipping companies to finance 
their expansion without the 
support of the SDFC and it 
is therefore essential that the 
rupee resources of the SDFC 
should be substantially in¬ 
creased. The facility offered 
by SDFC by way of loans and 
guarantees has been crucial 
in the expansion of Indian 
tonnage, and making Indian 
shipping competitive in inter¬ 
national trade. Unlike other 
financial institutions the SDFC 
was established with the speci¬ 
fic objective of assisting the 
expansion of national shipping. 
Now when the much needed 
fiscal concession as the deve¬ 
lopment rebate has been 
withdrawn in respect of the 
Shipping industry, it will be 
doubly unfortunate if the 
SDFC also imposes many 
stringent conditions on the 
loanee companies. In view of 
the unprecedented increase 
in the operating costs of ships 
and the importance of 
economic viability of shipping 
operations, I would urge, in 
the interest of Indian shipping 
and national interest, that no 
such steps be taken which will 
cripple the shipping industry. 

27. The Shipping Develop- 


EASTERN ECONOMIST 


662 


OCTOBER 2, 1975 



went Fund Committee does 
not presently provide any 
foreign exchange loan and its 
assistance is limited to only 
Rupee loan. However, the 
funds available with it are 
already meagre and it 1ms 
to depend very much onbudge- 
tory allocation from year to 
When the Shipping 
lopmenf Fund Committee 
was brought into being, the 
idea was to provide it with 
adequate revolving fund so 
that the need of the In¬ 
dustry could be met without 
much difficulty. However, this 
has not been so and conse¬ 
quently obtaining adequate 
credit remains a very much live 
problem to the Shipping In¬ 
dustry. 

28. The SDFC has recently 
proposed some concessions to¬ 
wards granting of loans. 
Firstly, the equity/debt ratio 
in case of large companies has 
been proposed to be reduced 
from 1:6 to 1:10 and secondly, 
the amount of security has also 
been agreed to be lowered to 
120 per cent of the price of 
the ship from 133j%. as 
before. Furthermore, SDFC 
has also agreed to accept work- 
in progress as security. These 
arc all very welcome developm¬ 
ents. However, the other pro¬ 
posal of the SDFC to raise the 
rate of interest to 6% from 
the present level of 4.1/2% is 
likely to hit the Shipping 
Industry hard and I would take 
this opportunity to request the 
Government of India to 
reconsider this matter specially 
because shipping is a capital 
intensive industry and the 
dearth of capital both within 
and outside the country was 
never so acute as at the present 
moment. 

29.1 would like to draw the 
attention ot the Government of 
India to another point. Accord¬ 
ing to the present policy of 
the Government of India a 
parl-passu clause is inserted 
in ail orders sanctioning the 
purchase of ships from abroad 
whereby equivalent tonnage 
has to be ordered on the Indian 
Shipyards. Considering that 
the country has to acquire 
another 5 Million GRT in 
the next 3/4 years for fulfilling 


the planned target of 8.6 
Million GRT and the inade¬ 
quate shipbuilding capacities 
within the country (notwith¬ 
standing the Cochin and other 
Shipyards like Mazagaon Dock 
and Garden Reach Workshop), 
it is doubtful if our Shipyards 
would be in a position to build 
almost 2* Million GRT in the 
next 3/4 years. I would there¬ 
fore earnestly request a rela¬ 
xation in this clause, at least 
for the time being, although 
I am well aware that this will 
mean more commitment in 
foreign exchange. However, 
unlike other industries, shipp¬ 
ing is a net foreign exchange 
earner and starts contributing 
towards the foreign exchange 
reserves of the country from 
the very day when she is 
commissioned. In the ultimate 
analysis, it may be well worth 
this investment. 

30. Yet another point to 
which 1 would specially draw 
the attention of the Govern¬ 
ment of India is the acute 
shortage of Floating Staff on 
Indian ships. There has been 
a constant draining out of the 
Floating Staff more particularly 
on the Deck side; but the 
situation has of late reached 
almost a desperate point. If 
the drain on manpower con¬ 
tinues at the existing rate, 
there should arise problems in 
properly maiming the existing 
fleet and probably one has to 
forget all about expansion. 
The Shipping Companies have 
been conceding substantial 
improvements in the Floating 
Staff wages for some time now; 
but Indian Owners arc cer¬ 
tainly not in a position to meet 
the International Standards 
and more particularly sizable 
benefits, in other forms, offered 
by some of the countries in the 
Bast. The solution to this 
should cover the two-fold as¬ 
pects of the problem, viz., 
how to put an end to this drain 
and how to increase the supply 
of trained personnel by ex¬ 
tending training facilities. We 
have to find out the answers 
for both before long. 

31. The long cherished 
desire to have India's own 
Ships Classification Society 
has been fulfilled with the 


launching of the Indian 
Registration Society on 4th 
April this year. The Society 
has dual classification arrange¬ 
ments with the Lloyds, ARS 
and Norweigan Society of 
Classification. All the major 
Indian Shipping Companies 
have Admirably cooperated with 
the Indian Register of Shipping 
and have got some of their 
ships classified by the Society. 

I wish the society a very pros¬ 
perous and bright future. 

32. Farakka Barage has now 
been opened and an average 
of 20 thousand cusecs of head¬ 
way water is being pumped 
into the River Hooghly. How¬ 
ever, the draft position in the 
river has not so far shown much 
of an improvement as dcsilting 
would take a longer lime than 
expected. 

33. As reported in the last 
Annual General Meeting, 
the Company has taken deli¬ 
very of Two-Sccondhand 
Ships of 18556 DWT. each. 
Besides, one ship of 13894 
DWT. has been taken delivery 
from the Hindustan Shipyard 
Ltd., towards the close 
of the year. The keel for the 
sister ship of “INDIAN 
ENDURANCE” has since 
been laid at the Hindustan 
Shipyard and it is expected 
that it will he delivered to¬ 
wards the middle of 1976. 

34. The Company is actively 
pursuing a vigorous programme 
for expansion. A contract 
has recently been concluded 
with the Hindustan Shipyard 
for Two Pioneer Type Ships 
of about 21500 DWT each to 
be delivered towards the end 
of 1977 or early 1978. Besides, 
the Company has recently 
purchased Two - Secondhand 
Ships of about 14800 DWT. 
each, the delivery of which will 
betaken by this October. The 
Company is presently negotiat¬ 
ing to purchase one more 
Freedom Type Secondhand 
Cargo Liner from abroad. 

35. I take this opprotunity 
to extend a very hearty wel¬ 
come to Shri " Umashankar 
Dikshit, the new Minister for 
Shipping and Transport. I 


have no doubt that the Indus¬ 
try will benefit much from his 
wise guidance and farsighted 
approach as it did during the 
tenure of his predecessor, Sri 
Kamalapati Tripathi. Shri 
Tripathi, with his administra¬ 
tive experience and acumen did 
give an impetus to the Indian 
Shipping, which under the 
benign care of his illustrious 
successor will, l am sure, 
register phenomenal growth. 

36. Mr. H.M. Trivedi has 
taken over as the Minister of 
State for Shipping and Trans¬ 
port towards the end of last 
year. Mr. Trivedi has spent 
his career in the Shipping 
Industry and till recently he 
was actively associated with 
one of the Major Liner 
Conferences. His long ex¬ 
perience, abiding interest and 
profound knowledge have 
benefited and will still more 
benefit the Industry in the 
coming years, and J need 
hardly say that a belter or 
more appropriate selection 
could not have been made. 

37. The Secretary of the 
Ministry of Shipping and 
Transport and his officers, 
and the Director General of 
Shipping and his assistants 
have all rendered us invaluable 
help with their advice and 
guidance and I am thankful to 
them. 1 am also thankful to 
the Shipping Development Fund 
Committee for their coopera¬ 
tion and assistance. 

38. I am thankful to all the 
officers and Staff of the 
Company, both afloat and 
ashore, for the devotion with 
which they have looked after 
the affairs of the Company 
during the year. 

39. My thanks are also due 
to our Agents, both in India 
and abroad, for the care with 
which they have attended to 
our Ships’ requirements in 
respect of freight and also in 
several other directions. 

40. Our thanks are also due 
to Shippers and Brokers both 
in India and abroad who have 
extended their continued and 
firm support to us. 
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RECORDS 

AND 

STATISTICS 

Ordinance on 


bonus law 

According to a press note 
issued by the Press Informa¬ 
tion Bureau, the President, Mr 
Fakhruddin Ati Ahmed, gave 
assent to the ordinance on 
Bonus on September 25, 1975. 
Stated the press note: Through 
control of money supply, drive 
against economic offences and 
emphasis on the essential sec¬ 
tors and utilisation of capacity 
we have been successful in 
the battle against inflation. 
For the immediate gains to 
be durable the war against 
inflation potential, stagnation 
and unemployment should be 
carried on reentlessly and won. 
This can be done only by re¬ 
moving weaknesses in the eco¬ 
nomy. Over the years, ours 
has become a shortage-ridden 
high cost economy in which 
saving and investment have 
been declining. Unless mea¬ 
sures are taken now to remedy- 
this, the prospects of future 
cannot be bright. In every 
phase of human history men 
have saciificcd and made the 
future a promising and a 
bright one. 

Hike in Oil 

A further increase in the 
price of oil is round the corner. 
A 10 per cent increase that has 
been mentioned will throw an 
additional burden of R$ 125 
crores on us. For our very 
survival, we have to step up 
exports steeply. A high cost 
economy cannot do this. Cash 
subsidies from government for 
exports increases deficits with 
all their inflationary con¬ 
sequences 

The basic'questions that we 
have to face are : How to 


invest and produce more ? How 
to reduce our costs and prices ? 
Every problem has to be viewed 
from this angle 
The question of bonus to 
workers will also have to be 
viewed in the above context. 
For the last three years, the equi¬ 
valent of a month's wage has 
been paid as bonus, even by 
establishments incurring losses. 
Whom does this affect? In the 
public sector, this increases 
government deficit which ulti¬ 
mately effects the people. In the 
private sector, the prices are 
pushed up and this affects one 
and all, including the workers 
Or, the units become sick and 
have to be taken over 
and this again increases go¬ 
vernment's deficit. Both sav¬ 
ings and investment decline 
and this increases unemploy¬ 
ment. 

Increased Wages 

The Payment of Bonus Act 
1965 applies to the organised 
sector. During the period of 
severe inflation and shortage in 
the years 1972-74, workers in 
the organised sector faired bet¬ 
ter than the vast majority of the 
people. Their wages went up 
through increases in dearness 
allowance. In many industries, 
the basic wages also have gone 
up. Since bonus is paid as a 
percentage of basi£ wage plus 
dearness allowance, the quan¬ 
tum of bonus may not be 
much lower in many cases, 
even if the percentage is 
lowered 

In many cases, bonus has 
also been paid in excess of 
what is due under the Act. This 
also affects government receipts 
on the one hand (bonus pay¬ 
ment being deductable for tax 
purposes) and increases the 
price for the consumer. All 
this affects the workers, 
adversely though it may appear 
in the short run that they 


are gaining something. The 
worker has the right to 
share profits and/or gains of 
increases in productivity. Thus 
bonus has to be related 
to production/productivity or 
where it is not feasible to work 
this out, to profits. 

It is after careful considera¬ 
tion of these issues and the 
prevailing situation in res¬ 
pect of our major industries 
that the President has promul¬ 
gated this Ordinance (11 
of 1975) to amend the Payment 
of Bonus Act 1965. 

The Ordinance clarifies the 
concept of bonus as being 
payable only on the basis of 
profits or on the basis of pro¬ 
duction or productiity. 

Minimum Rate 

The rate of minimum bonus 
which is now four per cent under 
the act is being retained for 
the accounting year commenc¬ 
ing any day in 1974. However, 
to benefit the low paid workers, 
the absolute minimum amount 
of bonus has been increased 
to Rs 100 and to Rs 60 
respectively from the existing 
levels of Rs 40 and Rs 25. 
For the succeeding years, the 
payment of minimum bonus 
will depend on the availability 
of surplus over a cycle of four 
years; the minimum bonus will 
be paid even if there be only 
a nominal surplus. Bui no 
bonus would be payable if 
there is no surplus at all. 

Every year during the festi¬ 
val season, there is a rash of 
industrial disputes relating to 
bonus and under pressure of 
circumstances, ad hoc deci¬ 
sions arc taken. Keeping in 
view the urgent need to bring 
about stability in this matter 
as was visualised by the Bonus 
Commission and was the ob¬ 
jective behind enacting a law 
regarding bonus. Section 34131 
of the Act has been deleted 
by the ordinance. Deductions 
for the purposes of Income 
Taxt Act will also be allowed 
only for the amount of bonus 
paid in accordance with the 
provisions of the Bonus Act 
in establishments to which the 
law is applicable 

A great deal of confusion 
has been created in the case 
of excluded categories. To 
many of them, the principles 


of bonus calculation as laid 
down under the law cannot 
apply. Taking into account 
the nationalisation of banks, t 
‘Bank? under the Ordinance, 
now fall in the excluded cate¬ 
gories, but in the case of batiks. 
Life Insurance Corporation of 
India, General Insurance Cor¬ 
poration of India, ports and 
docks and non-competitive 
public undertakings, ex-gratia 
payments in lieu of bonus will 
be made, as may be determined 
by govermncnt, taking into ac¬ 
count the wage levels, financial 
circumstances etc. in each case. 
Such payments will be subject 
to a maximum of 10 per cent. 

The existing ceiling of 20 per 
cent in the Act is being retain¬ 
ed. Also, under the ordinance 
where the employees enter into 
any agreement or settlement 
with their employers for pay¬ 
ment of annual bonus linked to 
production or productivity in 
lieu of bonus based on profits 
payable under the Act, such 
bonus shall also not be in excess 
of 20 per cent. 

Strict Watch 

The Ordinance also empo¬ 
wers the government after 
giving not less than two 
months' notice to apply the 
provisions of the act, w.c.f. 
such accounting year as may 
be specified in the notification 
to any establishments employ¬ 
ing not less than 10 persons. 

It may be pointed out that 
under the existing law, the 
unit for coverage in the case 
of non-factory establishments 
is 20. Government proposes to 
use the provisions of the 
amended Company Law to keep 
a strict watch over the opera¬ 
tion of companies, 

it is hoped that the workers 
in the organised sector will 
appreciate the overall econo¬ 
mic compulsions and the spirit 
behind the decisions which 
arc necessary in the interest 
of the economy and the workers 
who are an integral part of 
it. The cooperation of workers 
during the extremely difficult 
days of last year helped to 
stabilise the economy and this 
in turn hAs helped the workers. 
Government seeks their co¬ 
operation in the present mea¬ 
sures so that economy becomes 
healthy. . ‘ 
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COMMON CHALLENGE 

THE ENERGY CRISIS 

From the fire of outer space and the bowels of the earth may come the answers 
to one of mankind s greatest presentday challenges: 
the ever-growing need for energy. 

The utilisation of solar energy and the liquefaction of coal are two promising fields in which 
India and Germany are pooling their know-how and resources, 
jointly searching for the answers of tomorrow — today ! 

Part of the efforts on many fronts, from agriculture to forestry, 
steel production to space technology, these new ventures demonstrate 
the Federal Republic of Germany's modern concept 
of development policy in action: 

International co-operation in a spirit of partnership and 
solidarity, to reduce inequalities and promote the welfare of all. 

Smdia and Germany —partners for progress 







THE GWALIOR RAYON Silt IFG. (WV&) CO. LTD, 

(PULP DIVISION) 

Birlakootara, MAVOOR—673 661 Kozhikode Diet., KERALA 
(Regd- Office: Birlagram, Nagda, M.P.) 


HELPS 


To move the wheels of textile industry ail over India. 
Thus saving enormous foreign exchange 
Much needed for National Development. 


THIS IS A FOREST BASED INDUSTRY 
DO NOT DESTROY FORESTS 
GROW MORE TREES 

CONSERVE FORESTS 

ENCOURAGE AFFORESTATION. 


"He that planteth a tree is a servant of God. He provideth kindness for many 
generations and faces that have not seen him shall bless him." 


Gram: "WOODPULP" Calicut 
Telex: 084 - 216 


Phone: 73973-74, Calicut 
51 and 52 Mavoor 


( Use PIN Code. It Helps Speed Up Your Mail, ) 


■ASTON ECONOMIST 


OCTOBEX to. 1975 



ECONOMIST Kamaraj 


VOL. 65 NO. 15 OCT. 10, 1975 
_ Price Rupees Two _ 

Kamaraj 669 

Hand in Hand 670 

Kharif Procurement 670 

IFCI: New Dimensions 672 

Jute In Crisis 673 

The White Revolution 674 

Capital's Corridors 677 

Point of View 

Profitability of Commoreial Banka 
—S. Kumar 679 

Impact of Electricity on Rural 
Industries— N. Desinga Rao 681 

Window on the World 

Foreign Trade Prices in CMEA 
— Jossleyn Hennessy 689 

OI| Again Coming to Boil— E. B. Brook 692 

Company Announcement 

Sundaram-Abex Ltd. 694 

Books Briefly 

Focus on Development Banking 
—Academicus 696 

Chinese Checkers— Pritam Lai 702 

Spicy Commentary 

—B. Ganapaihy Sarma 702 

Books Received 702 


Trade Winds 

Facilities for Business Travel; 
Programme ■ for Prohibition; 
Indo-Hungarian Cooperation; 

Cement Prices Raised; Com¬ 
mittee for Banking; Railway Con¬ 
signments; Sugar Policy; News¬ 
print Control Relaxed; Woollen 
Exporters for West Asia; 
Instrumentation Ltd; IDPL; Cen¬ 
tral Warehousing Corporation; 

High Yielding Wheat for Rabi; 

ADB's Loan to Sri Lanka; 
Utilisation of Ground Water; 

Names in the News. 703-706 

Company Affairs 

Mysore Cements; Bharat Steel 
Tubes; Metal Box; Bank of 
India; India Steamship; News 
and Notes; New Issues; 
Dividends. 707-710 

Company Mooting 

Jyotl Limited* Sereda 711 

Records and Statistics 

prise Policy fo? Kharif Cereele 


Although for the best part of the last twenty-five years Kamaraj was larger 
than life in the politics of our country, he was never completely credible at any time. 
His achievements as the boss of bosses in Tamil Nadu Congress politics, or as chief 
minister in succession to the redoubtable Rajaji, were impressive enough. So also was 
the way he performed when Nehru, for his own purposes, drafted him to national 
politics. But there was always about these successes of his the air of a dog standing 
on its hind feet. It was repeatedly said in praise of him that he was a man of the people. 

It was true enough that when they saw him as the chief minister, ’the masses of Tamil 
Nadu did feel that they had at last come politically into their own. But this very earthi¬ 
ness of his made him earth-bound when he attempted to reach into the rarefied atmos¬ 
phere of national or international affairs. It was just not possible at any time that 
Kamaraj would have become prime minister or, in that unlikely event happening, 
lasted for long in that office. This was only partly because the south was—and is—a 
minor partner in the political power game. 

There has been much romancing about Kamaraj’s role as a king-maker, but his 
chief claim to recognition in this respect was that, aided and abetted by circumstances— 
and not least by Mr Morarji Desai himself—he was able time and again to frustrate the 
latter’s bid for prime ministership. This he could do not by imposing on the Congress 
party a candidate of his choice but by sponsoring the man or woman most likely to 
be acceptable to the majority of the party. His principal contribution in this respect 
was therefore mainly in the form of greasing the wheels of the party machine so that 
it could move with less effort and more confidence in the direction in which it desired 
to proceed. Unfortunately Kamaraj himself failed to grasp this truth and here his 
courtiers did him disservice by their sycophantic flattery. Had he been better served 
by them, he could have spared himself the disappointments and frustrations that were 
later to become his lot. It was inevitable that he should become a shadowy figure after 
the split in the Congress party. His political bed-fellows mostly were not of his choosing. 
They were chosen for him and he was uncomfortable in their company or counsels. 
This was a tailor-made situation for the meanest of his enemies to try to damn him with 
faint praise. In recent years he was merely a distraction in Tamil Nadu politics—a fact 
which has been cynically seized upon by his political opponents who are calling on 
his men to cross over even before his ashes have been consigned to the Kavcri. 

Nevertheless, Kamaraj may be remembered long after men who had more sub¬ 
stance or made more noise are forgotten. This is as it should be for Kamaraj had many 
solid virtues. He was a good man in the sense in which good men are rare in politics. 
He lived simply, made no money f$r himself out of political office, was basically faithful 
to the ideals of the freedom struggle and sincere in his conviction that the authority 
and resources of government should be used only for the benefit of the common people. 
Kamaraj was a socialist in the sense in which all men who are not personally greedy 
^nd who are concerned for the welfare of the poor and the underprivileged are socia¬ 
lists. He understood that political authority was there to be exercised, but he recognized 
that it should be exercised only for the people's good and generally with their consent 
and cooperation. In his personal relations he drew rich dividends from the exertions 
of his kind and generous heart. No wonder then in the las*t years of his life, the party 
over which he presided in Tamil Nadu remained a staunch family of the faithful after 
it had ceased to be a political following of any contemporary significance. For a politi¬ 
cian who died disillusioned with the turn of events, this affection of friends and followers 
must have meant a great deal. In this sense Kamaraj has not gone without his reward. 
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Hand in hand 


Many Asian leaders have been pleading 
from time to time for some kind of insti¬ 
tutional integration on a regional basis 
of the trade and economic relations subsis¬ 
ting or developing among countries of 
this continent. An attempt in this direc¬ 
tion is being made in the Pacific region 
where the ASEAN # has been groping 
its way. Meanwhile more ambitious sche¬ 
mes have not been without their advocates 
and the Shah of Iran, notably, has been 
pleading for a vigorous adoption of the 
regional approach to the promotion of 
economic relations among member-count¬ 
ries of the ECAFE. Mrs Indira Gandhi 
has associated herself with the motiva¬ 
tions or basic aims of his bid for organi¬ 
zed regional cooperation, but has ex¬ 
pressed a feeling that economic integra¬ 
tion, however desirable, could be effcct- 
vely expressed through international instru¬ 
ments or arrangements only in the wake 
of a community of political purposes and 
approaches developing in the countries 
concerned. This point of view is clearly 
realistic and such of us as are keen on 
some kind of regional economic associa¬ 
tion being promoted in the countries of 
south and south-east Asia would no doubt 
welcome indications of progress in the 
direction postulated by Mrs Gandhi. 

From this point of view it should be a 
matter of great satisfaction to many of 
us that our country and its neighbours are 
coming to resemble one another more 
and more in certain basic aspects 
of politics or government. Iran, Afghanis¬ 
tan and Pakistan in the north-west, 
Nepal in the north-cast, Bangladesh in 
the east, Malaysia, Indonesia and the 
Philippines in the south-east and Burma 
and Sri Lanka in the south as well as our 
own country are all now having govern¬ 
ments inspired by common beliefs and 
ideals. These governments have realised 
that dissent or dissension arc luxuries 
which developing countries cannot afford 
in their domestic politics. They have also 
understood the necessity of inculcating 
dedication and discipline in their res¬ 
pective peoples and educating them in 
the ethic of hard work and enthusiastic 


acceptance of the demands made on them. 
In this manner, exciting concepts of the 
nature of leadership and the role of the 
citizens in communities dedicated to 
political stability and economic progress 
are being worked out in our country as 
well as in her neighbours on all sides. 
If this trend is purposefully developed, 
Mrs Gandhi's postulate of a common 
political background or basis for count- 


Tiie decision of the government of India 
to maintain this year the procurement 
prices for kharif grains at last year’s 
levels excepting the price for parboiled 
rice where the premium of two rupees 
per quintal has been raised to three 
rupees, has not come as a surprise. 
With the current crop reported to be a 
bumper one, thanks primarily to wides¬ 
pread and satisfactory rains not only at 
the time of sowing but also all through 
the period of its maturity, it could hardly 
be expected that the procurement prices 
would be raised. In view of the demand 
from some states for stepping up these 
prices on considerations of increasing 
production costs, a downward revision in 
them too could not be anticipated. The 
logical course was to maintain the status 
quo which had found favour with the 
Agricultural Prices Commission (APC) 
also. 

The procurement prices of all coarse 
cereals—maize, jowar, bajra and ragi— 
and also of the coarse variety of paddy, 
thus, have been fixed at the last year’s 
level of Rs 74 per quintal. The medium 
and superior varieties of paddy arc to 
continue to enjoy the customary premia. 
The procurement prices for rice arc to be 
derived from those of paddy on the basis 
of hulling/milling rates and the process¬ 
ing and incidental charges obtaining in 
different states. The change in the pro¬ 
curement price for parboiled rice is 
understood to have been effected to en¬ 
courage the millers to produce more of 


ries upiring to economic integration will 
be fulfilled in the not too distant fixture. 
It may therefore be suggested that Mrs 
Gandhi and the Shah of Iran should 
jointly take the initiative for periodical 
consultations among the leaders of govern¬ 
ments of Iran, Afghanistan, Pakistan, 
Nepal, Bangladesh, Malaysia, Indonesia, 
the Philippines, Burma, Sri Lanka and 
India on ways and means of speeding 
up the political courses and coordinating 
the political processes of these countries 
so that a common political foundation 
could be established soon enough for 
effective regional economic integration. 


this variety which is gaining popularity 
in the eastern slates. 

The government, however, has pre¬ 
ferred to scale down the rice procure¬ 
ment targets for several states from 
the levels recommended by the APC, 
with the result that the overall target of 
5.3 million tonnes stands reduced to 
4*635 million tonnes. Taking into con¬ 
sideration that despite a poor crop last 
year (I he exact production of this crop is 
not yet available, but an inference to the 
effect that it was poor is unmistakable 
from the overall decline in kharif output 
last year to 62 million tonnes from 66.7 
million tonnes in the previous year), 3.6 
million tonnes had been procured, as 
against a target of 4.1 million tonnes, 
the APC had recommended the following 
procurement targets (in ’000 tonnes) for 
the various states for the current year: 
Andhra Pradesh 1,000; Assam 130; Bihar 
100; Gujarat 50; Haryana 350; Jammu 
& Kashmir 50; Karnataka 200; Kerala 
80; Madhya Pradesh 350; Maharashtra 
175; Orissa 225; Punjab 1,000; Rajasthan 
10; Tamil Nadu 600; Uttar Pradesh 550; 
West Bengal 400; others 30. 

In view of the damage to the crop by 
floods in the eastern states and some 
areas in Punjab and Uttar Pradesh, 
and by drought in some rice-growing 
pockets, elsewhere, since the finalisation 
of the report of the APC, the procurement 
targets for the following states have been 
scaled down to levels mentioned against 
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them; Bihar 25; Haryana 300; Karnataka 
150; Kerala 60; Maharashtra 125; Orissa 
175; Punjab 900; Tamil Nadu 500; Uttar 
Pradesh 500; West Bengal 300. The 
targets for the other states, including 
Andhra Pradesh have not been alter¬ 
ed. It is, of course, hoped that as a 
sequel to larger procurement than the 
above revised targets in some states, the 
overall procurement of rice this year may 
touch five million tonnes. That this 
expectation is not beyond materialisation 
should be evident from the sharp setback 
to prices especially in Andhra Pradesh. 
This state, as well as Punjab, can be 
relied upon to yield more than the 
targets fixed for them. In spite of the 
recent damage to the paddy crop, the pro¬ 
duction of rice this year is anticipated to 
be a record one—exceeding the hitherto 
peak of 44 million tonnes by two or three 
million tonnes. 

In the case of coarse grains, the 
government has deviated from the recom¬ 
mendations of the APC in a major way. 
Whereas the procurement prices for these 
grains have been fixed at the levels sug¬ 
gested by the APC, no target for their 
procurement has been set. The APC 
desired that these grains should be pro¬ 
cured to the following extent (*000 
tonnes) from the following states. 
Andhra Pradesh 50, Bihar 25, Gujarat 75, 
Haryana 50, Karnataka 50. Madhya 
Pradesh 150, Maharashtra 350, Punjab 
100, Rajasthan 250, Tamil Nadu 50, Uttar 
Pradesh 125; total 1,275. The govern¬ 
ment proposes to purchase coarse grains 
only if their prices pierce the support 
levels provided in the form of procure¬ 
ment prices. The marketing of these 
grains, otherwise, has been completely 
freed throughout the country, (n the 
case of rice zonal restrictions on move¬ 
ment are to be continued for the time 
being. 

The burden of this year’s kharif pro¬ 
curement policy apparently is to restore 
freedom in marketing to the extent 
possible so that there is greater availabi¬ 
lity of grains uniformly throughout the 
country. This should help in contain* 
ing the prices spiral. At the same time 
the burden on the government jo provide 
funds for procurement operations should 


ease. Since the production of coarse 
grains also is expected to be very en¬ 
couraging, it is hoped that absolute free¬ 
dom to the grower to market them would 
indirectly help in pushing up the pro¬ 
curement of rice as well as wheat. As a 
result of the encouraging production of 
coarse grains, it is reported that wheat 
stocks which had been held back earlier 
by the producers on apprehensions that 
the kharif crop may not by very satis¬ 
factory, are being unloaded. 

It may be argued that the scaling 
down of the procurement target for rice 
and purchasing of coarse grains by the 
government onl> as a price support 
measure would adversely affect the build¬ 
ing up of a buffer stock of grains. Os¬ 
tensibly, this reasoning is sound. But 
it does not stand close scrutiny. The 
buffer stock is what is left after the re¬ 
sale of the procured grains. If resales 
go down corresponding to the decline in 
procurement, the buffer stock is not 
affected. The reduced offtake of grains 
from the fair price shops in recent weeks 
is a sure enough indication of the possi¬ 
bility of the resale of procured stocks 
going down substantially this year. If 
imports from abroad are kept up at a 
reasonable level, as is proposed to be 


done, we can definitely bui Id up a size¬ 
able buffer stock. 

The sowing prospects for the next 
rabi crop are quite promising. With 
a much easier availability of fertilizers 
than has been the case in the last 
two years, the next rabi crop too can 
be anticipated to register substantial 
improvement over the last year’s harvest 
which was slightly above normal. The 
overall production of foodgrains during 
the current agricultural year, ending 
June 30, 1976, is expected to exceed 114 
million tonnes (the figure currently being 
mentioned is in the neighbourhood of 
117 million tonnes), as against the 1974- 
75 estimate of 104-105 million tonnes. 

A marked improvement in the food 
situation in the coming months, thus, is 
a reasonable expectation. The case with 
agricultural raw materials is no different. 
The cotton, oilseeds, sugarcane and jute 
crops are reported to be much belter 
this year than in the recent past. All 
this should have a very salutary effect 
on the price line. The prices of pulses 
as well as edible oils have already shown 
sizeable decline in the recent weeks; so 
also those of rice. 

The APC, incidentally, has done well 
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The final argument advanced in favour of scaling 
down the debt is ih«t its volume h id increased more 
than was necjisriry because the rupee-sterling 
exchange was controlled and maintained at an 
artificially higher rate than its true purchasing 
power. On account of inflation and higher prices 
within, the rupee had a low purchasing power, 
and if the rate of exchange were to reflect its true 
value, it should have gone down very much in terms 
of the sterling. Hence it is contended that British 
expenditure in India in terms of rupees when con¬ 
verted into sterling at its true purchasing power 
would have meant only a very much smaller volume 
of debt than was actually the case. For example, 
if the rate of exchange had been one shilling in¬ 
stead of J.8d to the rupee, British expenditure of 
about IQ crores of rupees would have resulted in 


a debt of only £5 million instead as now 
71 million. The argument seems to be plausible, 
but is based on a complete misunderstanding of 
both theory and its application. The theory of 
purchasing power parity of exchanges, itself condi¬ 
tioned by several circumstances, docs not state that 
because the internal value of a currency has fallen, 
its external value should necessarily fall. That 
would depend upon a chain of consequential cir¬ 
cumstances the absence of which would render the 
theory wholly inapplicable. In the case of India, 
the rupee was weak internally; but its value in terms 
of sterling could not fall because the demand for 
rupee based upon the demand for Indian products 
continued strong right through the period of the 
war. 
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in stressing upon the government the 
need for effecting a downward adjust* 
ment in fertilizer prices. The near 
doubling of these prices in the last two 
years, as a sequel to the hike in crude 
oil prices, has very singnificantly affect* 
ed the application of fertilizers to our 
agrarian economy. Though, fertilizer 
prices were scaled down by nearly Rs 
150 per tonne about two month ago, 
the scope for a further downward revi- 


IFCI : new 

Over a period of twenty-seven years, the 
Industrial Finance Corporation of India 
has streamlined its activities while consis¬ 
tently increasing its lending operations 
and improving its reserves. Over the years 
it has financed 727 large and medium 
sized industrial projects to the extent of 
Rs 507.39 crores. The recipients of assis¬ 
tance include 490 units in the private 
sector, 126 in the cooperative sector, 25 
in the joint sector and 13 in the public 
sector. The outstandings on June 30,1975, 
amounted to Rs 235.67 crores. 

Apart from financial assistance, the 
corporation worked as a catalyst for these 
projects involving an investment of Rs 
2,882 crores. In addition to rupee loans, 
the corporation sanctioned foreign cur¬ 
rency loans to theextent of Rs 58.13 cro¬ 
res. It sanctioned 400 applications for 
underwriting of equity and preference 
shares and debentures in addition to 
direct subscription to equity and pre¬ 
ference shares of various companies. With 
increasing stake in these projects, the cor- 
porpation became deeply interested in 
their operations. While safeguarding its 
own interests, the corporation offered a 
variety of advisory services to these pro¬ 
jects. 

The role of the corporation in generat¬ 
ing industrial development in less deve¬ 
loped areas is of special significance. 
Assistance worth Rs 157.93 crores was 
sanctioned to 217 projects involving an 
outlay of Rs 1035 crores. The corpora¬ 
tion offered in July 1970 a package of 
concessions to new projects to be set up 
in notified Jess developed districts and 
areas. In January 1972 these concessions 
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sion in these prices is said to exist. The 
fhli impact of the downtrend in the 
international prices of fertilizers is yet 
to be reflected in our pool prices. Could 
it be hoped that a second cut in fertili¬ 
zer prices will be effected in the near 
future? A reduction in these prices 
should go a tong way towards improving 
the prospects of the next rabi crop which 
will have a bearing on the building 
up of a buffer stock of foodgrains. 


dimension 

were extended to expansion projects as 
well. Since March 1973, the scheme of 
concessional finance has been further 
liberalised and its scope enlarged to cover 
all industrial projects—new, expansion or 
rehabilitation. Even the condition limit¬ 
ing the concessions to units below a total 
cost of one crore of rupees has been 
abolished. 

The salient features of the scheme of 
concessional finance include concessional 
rate of interest of 9.50 per cent for rupee 
loans and 10.50 per cent for foreign cur¬ 
rency loans as against the normal current 
rates of 11.25 per cent and 11.50 per cent 
respectively. These rates have a rebate 
of one per cent for prompt payment of 
instalments of interest and principal. The 
initial moratorium up to three years to 
an assisted concern before the first repay¬ 
ment of the principal commenced was ex¬ 
tended up to five years in the case of less 
developed areas. Similarly the normal 
period allowed for the repayment of loan 
can also be extended on merits of each 
case. The promoters have now to make 
reduced contribution than before to the 
total project cost and the corporation 
participates through underwriting or by 
way of share capital of particular indus¬ 
trial concerns. 

In order to maintain a check on the 
utilisation of loans granted by the cor¬ 
poration to increasing number of projects 
some of which are located in the interior 
villages, several new offices have been 
opened in different states. The supervi¬ 
sion, which was primarily the responsi¬ 
bility of the branch offices located in the 
four metropolitan cities, has now passed 
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on to these offices in various stated These 
offices have been equipped with the necet- 
sary technical and financial staff who un¬ 
dertake more frequent inspections of the 
assisted units. 

A disturbing feature of the corpora¬ 
tion's working is that the number of de¬ 
faulters has continued to increase and 
arrears have gone up. For instance ar¬ 
rears of interest outstanding between June 
30,1970 and June 30 1975 increased from 
Rs 3.72 crores to Rs 10.86 crores. Simi¬ 
larly the arrears of principal outstand¬ 
ing increased from Rs 3.13 crorej qs on 
June 30, 1970 to Rs 11.51 crores on June 
30, 1975. The number of defaulting con¬ 
cerns in the engineering group of indus¬ 
tries this year was 40 as against 26 in 
the previous year. Shortage of power 
continued to be the main factor afflicting 
the working of these units. 

The number of defaulting concerns in 
the sugar industry went up from 1J to 16. 
The performance of these concerns was 
hampered by the shortage of sugarcane 
due to drought conditions and inadequate 
attention to systematic cane development 
measures. Similarly, the number of de¬ 
faulting concerns in the cotton textile in¬ 
dustry increased from 12 to 20 during the 
year. It may be pointed out that most 
of the concerns which were defaulting 
during the previous year could not meet 
their commitments during the current 
year too. 

Although the corporation has pleaded 
that these arrears are due to the large size 
of its operations and the fact that sche¬ 
mes for rehabilitation of certain projects 
are taking time, the marked increase in 
arrears in recent years seems rather dis¬ 
turbing. The corporation, as a measure 
of prudence, has set apart a reserve for 
doubtful debts of the ordef of R$ 3.5Q 
crores. 

During the last few years, the corpo¬ 
ration has branched into several new acti¬ 
vities in an attempt to improve its ope¬ 
rations. It has sponsored a Benevolent 
Reserve Fund and a Management Deve¬ 
lopment Institute. A Risk Capital Foun¬ 
dation was inaugurated by Mr T.A, Pai, 
the union minister for Industry *aiid 
Civil Supplies, on March 10, 1975. The 
Foundation's primary objective is topro- 
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vide rnttiMism to 'new entrepreneur*, *pe- 
cHfcaBy technOlogUti and professional*, 
for promoting industrial projects. It pro¬ 
poses to offersoft loans to enable these 
entrepreneurs to contribute the promo¬ 
ters' share of equity capital in respect of 
projects assisted by the corporation. The 
Foundation is to receive interest-free 
loans from the corporation out of the 
benevolent Reserve Fund. The corpora¬ 
tion has approved an initial allocation of 
Rs 30 lakhs out of this fund to the foun¬ 
dation to enable it to start functioning. 

Another programme launched by the 


corporation is to inculcate mature assess¬ 
ment of the various aspects of industrial 
projects among people associated with 
their execution and evaluation) 1 The cor¬ 
poration has decided to sponsor pro¬ 
grammes on Identification, Promotion 
and Implementation of Industrial Pro¬ 
jects (IPItP) for the benefit of officers in 
the state governments and state level 
developmental agencies as also entrepre¬ 
neurs. These programmes are being con¬ 
ducted on behalf of the corporation by 
the Management Development Institute. 
The first of this series was organised at 
Puri in Orissa in February this year. 


Jute in crisis 

The controversy between the government to 40,000 tonnes, worth about Rs 15 


of India and the jute industry on the 
question of production cuts has once 
again highlighted the lack of effective 
coordination and a realistic approach to 
the problems of export promotion. Mrs 
Gandhi’s address to the recent special 
session of the Board of Trade and the 
formation of a high-powered Cabinet 
Committee on Export under the chair* 
manship of the Finance minister created 
the impression that New Delhi was deter* 
mined to impart a new dynamism to 
the export drive. But the present situa¬ 
tion in the jute industry seems to indicate 
that the old attitude of suspicion and 
distrust continues to persist. 

“The jute mill industry has been con¬ 
fronted with a crisis believed to be the 
worst in its long history”, said the Indian 
lute Mills Association in a press note 
released on September 23. It ad¬ 
ded, “Under pressure from several direc¬ 
tions, the manufacturing mills are being 
squeezed to the extent of their very exis¬ 
tence being jeopardised. Whatever busi¬ 
ness the industry is able to secure is tran¬ 
sacted at prices well below the manufac¬ 
turing costs, with the result that it is 
piling up losses. Worse still, the indus¬ 
try is unable to sell its output even at a 
loss. Inevitably, therefore, the inventory 
of jute goods haB swelled incredibly fas t, 
it having Increased by an average of 
20,000 tonnes a month between end-June 
and end-August Over these two months, 
stocks of jute goods with mills have risfto 
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crores. No wonder, the industry as a 
whole is losing at the rate of over Rs 5 
crores a month on its output.** 

fs the industry exaggerating its loss? 
This connot be so because Mr B.G. Ban- 
gur, the lJMA's president, explained in 
Calcutta that for each tonne of carpet 
backing the mills lost Rs 600 and about 
Rs 900 and Rs 300 in hessian and sack¬ 
ing, respectively. In fact, Mr Bangur 
was so sure of his figures that he asserted 
that there could hardly be contradiction 
from any quarter. Mr Bangur also re¬ 
vealed that in the joint discussions bet¬ 
ween the industry's representatives and 
those of the Commerce ministry and the 
government of West Bengal, the IJMA 
made it clear that a production cut was 
“the only course** left to the mills but 
he said that there was “apparently no 
objection” to this proposal from the 
government. He therefore expressed 
surprise that the Commerce ministry had 
issued a directive to the mills against 
any Cut in production. It seems that the 
Commerce ministry itself was not quite 
clear as to how to deal with the situation 
although it should have known long ago 
that the industry was heading towards a 
crisis! 

The industry had wanted a cutin pro¬ 
duction for three reasons. First, it would 
ensure * proper unit value for jute goods 
and to keep the price of raw jute 
above the minimum support price. Secon¬ 


dly, it would enable all the mills to con¬ 
tinue to work rather than some of them 
face closure. Thirdly, the cut in produc¬ 
tion would facilitate conservation of raw 
jute. The Commerce ministry, however, 
opposed the cut in production on the 
ground that it would affect the interests 
of jute mill workers and growers. It also 
issued a directive, fixing a weekly raw 
jute purchase quota for each mill. Mills 
have been asked to submit weekly returns 
on raw jute purchases, consumption of 
raw jute and its stocks. The ministry’s 
anxiety to protect the workers and gro¬ 
wers is, of course, fully justified. But how 
can this objective be achieved if the in¬ 
dustry continues to lose heavily? 

The industry’s performance has been 
disappointing not only in respect of car¬ 
pet backing and hessian but also of sack¬ 
ing. The export registrations* of this item 
have been averaging hardly 2000 tonnes 
a month and it continues to be subjected 
to an export duty of Rs 150 per tonne 
despite the increasing competition from 
Bangladesh. Recently Dacca secured 
export business of 140,000 tonnes 
from Egypt, Syria and the Sudan, which 
is not surprising in view of the price ad¬ 
vantage it enjoys of Rs 500 per tonnes, in 
addition to the long-term credit offered 
to importers. But New Delhi seems to be 
in no mood to abolish the export duty on 
sacking. 

What is more surprising is that the 
industry is losing even on its supplies to 
the government of India. It is estimated 
that the industry has lost Rs 21 crores 
during the last three years over its supply 
of B-Twills and D.W. flour bags to the 
Director-General of Supplies and Dispo¬ 
sals. Regretably, the attitude of the 
Reserve Bank and the commercial banks 
also has not been quite helpful. Consi¬ 
der, for instance, the following remarks 
by the IJMA: “Raw jute prices have 
recorded a sharp fall. * In view of the 
commercial banks* reluctance to linancc 
the mills, they arc unable to support the 
fibre market by maintaining a steady 
volume of purchases, especially when they 
are making heavy losses on production 
and all their working capital is locked 
in inventory. Besides, mills already have 
heavy outstandings to clear on their jute 
purchases. Unless the downward drift 
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of the raw jute market is halted, there is 
every possibility of an unfavourable 
impact on sowings for the next jute crop**. 
The IJMA added that the Reserve Bank 
of India had no answer to the industry’s 
plea for a way out of the present impasse 
and that, at the last meeting with its 
representatives, the bank’s officials had 
no solution to offer when it was shown 
that the very existence of the industry 
would be in jeopardy unless it was made 
immediately viable. 

The IJMA also observed that “the 
liquidity problem has crossed the point 
of tolerance with the result that the 
mills are scraping the bottom of 
their coffers to pay wages to their 
workers” and that the mills had 
“absolutely no means of paying them 
bonus”. Even if it is argued that this 
statement is not to be taken literally, can 
there be any doubt that the finances of 
the industry have come under severe 
strain which has been crippling its capa¬ 
city to compete effectively in foreign 
markets? 

Meanwhile, New Delhi is reported to 
be considering some sort of incentive to 


The white 

The launching of the Indo-Swiss Project 
for cattle breeding, fodder production 
and dairy development in Andhra Pra¬ 
desh this year, marks twelve years of 
Indo-Swiss cooperation in this held. 
Although the Andhra Pradesh unit will 
not be a prototype of the projects esta¬ 
blished already in Kerala and Punjab, 
it is bound to gain substantially from 
the experience acquired or the progess 
made in the former two projects. The 
Andhra Pradesh project is being imple¬ 
mented by the state Animal Husbandry 
department mainly through the existing 
: institutions and agencies. Unlike the 
^ two projects, permanent Swiss 
/v-^einonhel are not working in the 
and the Swiss contribution 
consists of technical know-how pro¬ 
vided through short-term assignments 
"bfSwiss.experts, scholarships for train- 
Indian staff, supplying of Brown 
/:£y$s inheritance in die form of breeding 
bmfa and frozen semen, import of tech- , 
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promote the export of jute goods, ft it 
expected that this may take the form of 
cash assistance, or import entitlement, or 
bonus voucher, or it may be given 
in some other way. But, m whatever 
form New Delhi wants to give it, it 
should be offered promptly and, what 
is more important, it should be adequate 
in the context of the present marketing 
conditions. 

I 

The union Finance ministry said, in 
a recent note submitted to the Cabinet 
Committee on Export, that the two most 
important instruments of export promo¬ 
tion in use were compensatory cash 
support and import entitlement scheme 
but it added that “neither of these two 
schemes can provide the needed stimulus 
for achieving a major break-through 
in exports”. The note emphasised the 
imperative need for '‘decisive action” 
in order to make exports profitable. 
Although this note was not with refe¬ 
rence to any particular industry, it is 
obvious that, so far as jute is concerned, 
New Delhi has to take quick and 
positive action to make its exports remu¬ 
nerative. ' 


revolution 

nical equipment for semen collection, 
processing and artificial insemination. 

A joint venture of the two govern¬ 
ments of India and Switzerland was 
established in 1963 for cattle breeding, 
fodder production and dairy develop¬ 
ment in Kerala. Tbe basic objective 
of the project has been the creation of 
a new type of cattle and jhe syste¬ 
matic promotion of fodder produc¬ 
tion. The programme has also been 
supported by adequate milk marketing 
facilities. 

The breeding programme at Kerala 
aiming at the creation of a new breed of 
cattle suitable for Indian conditions 
was taken up in 1964 at the Breeding 
and Research Station Mattupatti. A 
local parental stock of about 140 cows 
was purchased from the High Range area 
around Mannar, where local popu¬ 
lation bad traces of diCpttit Improved 
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breeds such a, Sindfai,;: 

Shorthorn. F orimprovdi exotic inherit* 
aaoe the Brow n Swiss Ineed was «bosen, 
because it was one of the breeds official¬ 
ly approved for crossbreeding la this 
country, the records of this experience 
reveal that it. took two to three years to 
get an imported animal acclamatized to 
the new environmental conditions. 

' The aim of the Indo-Swiss project 
in Kerala was not so much the carrying 
out of a breeding experiment vith*a few 
hundred animals in the project's \ own 
farm as the widespread introduction 
of the new type of cattle in as large an 
area as possible. The extension activities 
of this project, therefore, were taken up 
in three stages. In 1967-68, the work 
started in High Range district of Idikki 
which was the extension area under the 
direct control and responsibility of the 
project. The district with a cattle popu¬ 
lation of 68,000 breedable cows was co¬ 
vered with a network of 87 insemination 
centres. Cattle registration, artificial 
insemination, pregnancy diagnosis and 
other follow-up measures such as Iden¬ 
tification of all female calves and cas¬ 
tration of bulls, were included in this 
breeding scheme. 

In the second stage the Brown Swiss 
crossbreeding programme was introduced 
in 1969-70 in the Alleppey district where 
the project entered into a close colla¬ 
boration with the Animal Husbandry 
department. Tbe last and significant 
extension of the field programme was 
executed in 1973-74, by taking crossbree¬ 
ding facilities to two other southern dis¬ 
tricts of Kerala, namely Quilon and 
Trivandrum, apart from Alleppey. With 
the Dairy Development department as 
the implementing agency,- breeding cen¬ 
tres were established at the panchayat 
level. 

Encouraged by the results of tbe 
Kerala project, the governments of India 
and Switzerland decided to follow their 
successful cooperation to set up a second 
project in Punjab inautamh 1971. This 
project had two main objectives namely, 
the establishment of a national Brown 
Swiss foundation stock herd nod the bn-* 
Pfementattan of « 
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Punjab, with a population of nearly 
^ 9 00& breedabte cows, it was closely 
intejpttted with the Intensive Cattle 
Development Programme (ICDP), Patiala, 
and made use of their staff and facilities. 
In a second phase, the neighbouring 
ICDP Bhatinda was also proposed to be 
included in the Brown Swiss crossbreed¬ 
ing area. 

The extension programme included 
the production of deep frozen semen at 
centralised bull stations-cum-semen labo¬ 
ratories (at Patiala for Brown Swiss bulls, 
and at Nabha for crossbred bulls), pro¬ 
duction of liquid nitrogen and storage of 
semen at decentralised regional semen 
banks, supply of deep frozen semen and 
liquid nitrogen from these regional se¬ 
men banks to insemination centres in 
the field such as kcy~villagcs, intensive 
cattle development units, veterinary hos¬ 
pitals and dispensaries. Each of these 
"insemin on centres was expected to 


took after an area with ar nd 1,000 
breedable cow. 

V 

A highlight of the Indo-Swiss program¬ 
me has been its emphasis on the subs¬ 
tantial. improvement of Indian cow 
rather than its displacement. The fun¬ 
damental principle of this programme 
is that, through natural selection over 
centuries, the Indian cow has developed 
several characters such as heal tolerance 
and disease resistance which make 
it the most suitable and best adopted 
animal for tropical conditions. The 
one thing that is lacking in most of 
the Indian breeds is production poten¬ 
tial for milk. Consequently, the main 
thrust of the Indo-Swiss programme 
has been to design suitable improve¬ 
ment to achieve economical optimum 
through genetic make-up in a na¬ 
tural balance with the environmental 
conditions. It has been kept in mind 
that forced up-grading programmes en¬ 


ding up after a few generations in a 
highly inbred and susceptible foreign 
population will not be the solution. Only 
systematically planned and well-organised 
large scale cross-breeding programmes, 
limiting the exotic inheritance to a cer¬ 
tain level, can be successful in launching 
a country-wide white revolution. 

It may be pointed out that the entire 
Indo-Swiss programme has been associa¬ 
ted with an intensive Fodder Develop¬ 
ment Programme. At the farms, new 
varieties of fodder plants were screened 
for their suitability to grow and yield 
under local conditions. In the extension 
programmes, fodder demonstrations 
have been set up in all the regions where 
crossbreeding work is going on. These 
demonstrations have encouraged farmers 
to take to new fodder plants and im¬ 
proved cultivation practices as well as 
crop rotation programmes yielding 
green fodder supply all the year round. 
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R. C. Ummat 


Oil prospects • India-tran Joint ventures 
• Maintenance management 


the next six months may turn out to be 
of great significance for our oil exploration 
and development programmes. The JO 
per cent increase in I he west Asian crude 
oil prices with effect from October 1, which 
is estimated to have cast an additional 
annual burden of nearly Rs 108 crores on 
our balance of payments* is understood to 
have prompted the government to increase 
investment in the above fields. 

The immediate effect has been that the 
plan for a systematic extraction of crude 
oil from the Bombay High area has been 
advanced by six months. Crude oil from 
this source will now be available for 
'processing on a regular basis in January 
itself* instead of June-July next as envi¬ 
saged earlier. The drilling of addiiional 
wells in the area is being expedited so that 
production during the next calendar year 
can be achieved of at least two million 
tonnes. On present indications, the 
Bombay High area is estimated to have 
reserves of the order of about 200 million 
tonnes. This estimate* however, may have 
to be revised upward soon as traces of 
oil have also been found in the sixth well 
drilled in the area a few days ago. This 
well is currently being tested. The final 
results are expected to be available in 
about 10 days. 

indigenous output 

Concerted efforts are proposed to be 
made to increase the indigenous output of 
crude oil next year to at least 11 million 
tonnes. As the Bombay High structure 
is envisaged to yield two million tonnes* 
production from on-tand sources will also 
be increased significantly. 

An important development in so far as 
exploitation of on-land oil resources is 
concerned is the taking up by Oil India of 
a Rs 40 crores scheme to expand its 
Nahorkatiya-Barauni pipeline to move 
annually 2.25 million tonnes of additional 
crude from the concessions of the Oil 
and Natural Gas Commission fONGC) 
to the Gauhati and Bongaigaon refineries 
and the petrochemical complex at the 
latter place. Inadequate transportation 
facilities was a serious bottleneck in the 
exploitation of the ONGC-explored oil 


resources in Upper Assam. The impact 
of this scheme on the next year’s refining 
of oil will be some increase in the through¬ 
put of the Barauni refinery. The Bongai¬ 
gaon refinery and the petrochemicals 
complex* on current indications* is ex¬ 
pected to be completed in two stages—the 
refinery in 1977 and the petrochemicals 
complex a year later. 

A major development that will take 
place in oil exploration in the next few 
months is the availability of the results 
of prospecting in the offshore areas in the 
Kutch and Bengal basins. Two foreign 
explorers arc engaged in this task. 

further fillip 

The offshore exploration efforts are ex¬ 
pected to receive further fillip when a new 
exploration agency is set up to undertake 
work on two new structures—one about 
56 milomefres north-west of Bombay 
High and the other about lOOmilometrcs 
west of this area. The structure north-west 
to the Bombay High is expected to prove 
even better than the Bombay High 
structure. The union minister for Petro¬ 
leum and Chemicals* Mr K. D. Malaviya, 
expressed the view last week that the 
prospects of finding oil in the above new 
tracts were considered so good that 
Bombay High may well appear to be a 
“pinpoint” in comparison. This, along 
with the current exploration efforts both 
on land and in the offshore areas, Mr 
Malaviya hoped, should make the country 
self-sufficient in crude oil by Uie turn of 
the current decade. 

Addressing a distinguished gathering 
at the eighth debenture redemption draw 
of Oil India last week, Mr Malaviya revea¬ 
led that the government was in a '‘hurry” 
to step up oil exploration in the country. 
He sought the cooperation of Oil India 
and other foreign explorers in this task— 
of course, within the framework of the 
current oil policy of the government. Oil 
India—a 50:50 partnership between the 
government of India and the Burmah 
Oil Company, which i$ presently engaged 
in oil exploration in an area of 2,500 sq. 
kilometres in Upper Assam and Aruna- 
chal Pradesh* can be expected to under¬ 


take additional responsibilities offshore. 
It has offered to go in for oil exploration 
in the continental shelf area. 

With a view to maintaining its pro¬ 
duction at the current level of 3.05 
million tonnes per annum for many years 
to come, Oil India* incidentally, has 
recently augmented its known resources 
significantly through a series of fresh 
recoveries, though small geologically com¬ 
plex. On January 1, 1975, its indicated 
resources of recoverable crude stood at 
40.58 million tonnes. Over 32.12 million 
tonnes had been produced by it till then 
since its inception about 15 years ago. In 
the beginning, the indicated reserves of 
recoverable crude oil of Oil India were 
just about 40 million tonnes. Thus, as the 
earlier indicated resources are exploited, 
new discoveries of nearly equivalent poten¬ 
tial are being made by Oil India. Oil 
India has enough expertise which can be 
very profitably utilised for further oil 
exploration, both on land and in the off¬ 
shore areas. 

Meanwhile, opinion seems to be grow¬ 
ing in the official circles here that the 
prices of petroleum products may not be 
increased in the near future as a sequel to 
the stepping up of crude oil prices by the 
Organisation of Petroleum Exporting 
Countries by 10 per cent with effect from 
October 1. To contain the outflow of 
foreign exchange, imports may be reduced 
marginally in physical terms. Already 
sufficient inventories have been built up 
by accelerating imports prior to October 1. 
The increase in indigenous production, 
as envisaged, should also help in meeting 
the requirements satisfactorily. 

* * 

The flow of funds from some Gulf coun¬ 
tries for our economic development pro¬ 
grammes can be expected to increase in 
the near future. An indication to this 
effect was available last week from the 
understanding that has been reached 
between Iran and our country for setting 
up joint projects here. 

An official communique issued on Octo¬ 
ber l in New Delhi and Tehran revealed 
that investments worth well over a billion 
dollars were envisaged to be made in 
joint India-Iran ventures in the next few 
years. The most important product to 
be undertaken under this programme is 
the development of the Kudremukh iron 
ore mines in Karnataka for export of ore 
concentrates to Iran to the extent of 7.5 
million tonnes per annum for a period of 
20 years beginning in 1979 or 1980. The 
entire cost of the project, estimated at 
$ 630 million, will be met by Iran. 

Iran is also said to have responded 
favourably to the proposal of the govern¬ 
ment of India to develop the Rajasthan 
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canal command area as a joint venture. 
The cost of this project is estimated around 
$ 300 million. Another project envisaged 
to be undertaken with Iranian assistance 
is a fertilizer factory at Paradeep. 

Iran is understood to have shown in¬ 
terest in collaborating also in the expan¬ 
sion of alumina production facilities in 
Karnataka and in the field of pulp and 
paper manufacture. It has as well agreed 
to place trial orders for basmati rice, 
hydrogenated oil, jute goods and fresh 
fruits. 

* * 

No doubt with a view to stimulating 
developmental activity in the country, 
the government is considering plans for 
additional investment. But much greater 
emphasis than hitherto is also proposed 
to be laid on the proper maintenance of 
the presently installed capacities, both 
in the public and private sectors, so that 
production from them can be optimised. 

An evidence of this fact is not only 
available in the recent exhortations of 
various central ministers but also in the 
high-powered national seminar organised 
here a few days ago by the National 
Productivity Council on Maintenance 
Management. 

the objectives 

Through its wide-ranging recommen¬ 
dations, the NPC seminar has set forth 
the following objectives before industrial 
units: (i) reduction in downtime to 
50 per cent within the next five years; 
(ii) prolonging of the life of plant and 
equipment in the most economical man¬ 
ner, not of course, at the expense of 
safety of workers; and (iii) achieving of 
greater reliance in the area of spare parts 
and reduction in the import bill on this 
account by 50 per cent. 

The seminar has outlined the respon¬ 
sibilities in maintenance management of 
not only equipment manufacturers but 
also of users of equipment, professional 
associations and associations of indus¬ 
tries and government organisations such 
as the Direct orate- General of Technical 
Development. 

The manufacturers of equipment are 
EASTERN ECONOMIST 


to be urged to work out a system whereby 
regular surveys of equipments in use 
would be carried out on random sampl- 
ing basis. This is to be done in order 
to know the difficulties of the users and 
also to establish a better relationship 
with them, apart from contractual obli¬ 
gations. Standardisation of machine 
parts is to be encouraged. Data banks 
are envisaged to be established on the 
basis of a regular exchange of informa¬ 
tion between the manufacturers and 
users. 

The users of equipments are to be 
urged to recognise maintenance as an 
important function at the project stage 
itself. Once the project is over, the 
seminar felt, management must present 
the maintenance budget as a part of the 
whole budget. It was also stressed that 
maintenance must be accorded its due 
place in the organisation structure. The 
users must also properly specify their 
requirements to the equipment manufac¬ 
turers. 

maintenance management 

The seminar suggested that profes¬ 
sional organizations and associations of 
industries should encourage their mem¬ 
bers to attend vigorously to the various 
aspects of maintenance management, 
namely, urgrading of knowledge and 
skills and inducing the right type of 
attitudes towards maintenance. Since 
the role of such associations in monitor¬ 
ing the conditions, it was felt, was 
rather limited, the management associa¬ 
tions, it was stressed, must also contri¬ 
bute to the upgrading of management 
and financial skills as related to mainte¬ 
nance. Associations of industries, it was 
emphasised, have a special responsibi¬ 
lity in recognising the importance of 
the maintenance function and keeping 
the government informed of the diffi¬ 
culties faced by industries with regard 
to maintenance. 

The government, it was suggested, 
should further liberalize imports of the 
banned items of spare parts and promote 
efforts towards maximization of import 
substitution. Indigenous manufacturers 
should be provided with adequate 
foreign exchange allocations for the im¬ 


port of certain critical parts which still 
require to beimported. 

The seminar recommended that the 
National Productivity Council should be 
entrusted with the task of implementing 
all the recommendations made by the 
seminar. The organizing committee con¬ 
stituted for the present seminar, it was 
decided, should be converted into a 
permanent standing committee to guide 
the implementation of the various mea¬ 
sures to be adopted in the maintenance 
field. The necessary funds for financing 
the activities of this committee, it N was 
suggested, may be provided by the 
National Committee on Science and 
Technology. 

small-scale industries 

It was further recommended that a 
maintenance seminar should be organi¬ 
sed at the national level every year. A 
similar seminar should also be organised 
foi small-scale industries, users of equip-, 
ments and producers of spare parts. 
These seminars may be organised indus¬ 
try-wise and region-wise. 

Another important suggestion put 
forth by the seminar was that the train¬ 
ing and recruitment of maintenance 
personnel should start at the stage of 
project implementation itself. 

While the implementation of the 
recommendations of the seminar can be 
expected to lake some time, the direc¬ 
torate general of technical development 
is understood to have mooted the idea 
that with a view to reducing the down¬ 
time in the more important industries 
expeditiously, the various industrial units 
should pool their resources of spare 
parts for the benefit of the entire indus¬ 
try. A unit in a particular industry can 
lend the spare parts needed by another 
unit. The latter unit can then replace 
the borrowed spare parts as soon as its 
own imports are effected. 

It is also being considered whether 
three or four versatile spare parts manu¬ 
facturing units should be set up in order 
to cater for the requirements of indus¬ 
trial units which are finding it difficult 
to import spare parts because of the sus¬ 
pension of their production abroad. 
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Stability of commercial banks 


The existence of commercial banks 
both in public and private sectors in the 
country provides an opportunity to com¬ 
pare their relative performance in res¬ 
pect of earnings, expenditure and 
profitability. The number of Indian 
scheduled commercial banks in the pri¬ 
vate sector is about twice the number of 
banks in the public sector. The size of 
private sector banks, however, is gene¬ 
rally much smaller than the public sector 
banks. Of the total number of branches 
oft' slndi. n commercial banks, only 18 
per cent arc 11 the private sector. The 
lesser relaliv. importance of private 
sector banks i accordingly true in res¬ 
pect of the quantum of deposits and ad- 
vattces also. Private sector banks ac¬ 
count for less than 10 per cent of the 
banking business of the Indian banks. 
However their relative performance in 
respect of branch expansion, deposit mo¬ 
bilisation and advances to the priority 
sectors (such as agriculture, small-scale 
industries, small business, road and 
water transport, professional services 
etc.) is no less impressive than the public 
sector banks. The growth rate of de¬ 
posits and of advances to priority sectors 
as well as branch expansion (including 
rural brandies) is known to have been 
more or less the same in both categories 
of banks. 

superior performance 

In respect of profitability, however, 
the performance of private sector banks 
appears to be superior as compared to 
the public sector banks. Tables I and 
II set out the major items of income and 

S diturein respect of private and 
: sector Indian commercial banks. 

The rate of growth of income (after 
provision for bad and doubtful debts and 
taxation) as well as expenditure was 
much faster in the case of private sector 
banks. The increase in die income of 
these banks was 114.2 percent during 
1970 to 1973, while the increase in the 
public sector banks was only 83.2 per 
cent. The corresponding increases in 
total expenditure were 118 acid 85 per 
cent respectively. The rate of growth of 
expenditure was higher than the rate of 
growth of income in both public and 
private sector banks. 

If we look at the major components 


of income (interest and discount, com¬ 
mission and brokerage, £and other 
miscellaneous earnings) and expenditure 
(interest paid on deposits etc., salaries 
and allowances, and other miscellaneous 
expenditures), we find that in all items, 
the rate of growth was much higher in 
the case o f private sector banks. Income 
from interest and discount was growing 
at a faster rate than other items of in¬ 
come in both categories of banks. The 
growth of other (miscellaneous) earnings 
was relatively very low in the case of 
public sector banks. As far as expendi¬ 
ture is concerned, interest paid on de¬ 
posits etc., was growing at a faster rate 
than emoluments of the employees and 
other items. 

Interest earned (as part of income) 


was 81.6 per cent higher than the inte¬ 
rest paid (as part of expenditure) in 1970 
in the case of public sector banks but 
declined by nine percentage points to 72.5 
by 1973. For pnvate sector banks the 
decline was of six parcentage points from 
75.8 to 68.9. Yet Ac income from 
interest and discount as per¬ 
centage of total income was increasing 
over the years for all the banks. This per¬ 
centage was higher io the private sector 
banks. The proportion of income from 
commission, exchange and brokerage 
was on the other bind higher in the 
public sector banks. On the expenditure 
side, the proportion of interest paid was 
increasing while that of emoluments 
(salaries, allowances and provident fund) 
was decreasing for all tne banks. . The 
former proportion was relatively higher 


Table I 

Income and Expenditure of the Indian Scheduled Commercial Banks in the 


(Rs lakhs) 


1970 

1971 

1972 

1973 

Growth 






(1970-1973) 
Per cent 

lneome 






I. Interest and discount 

2815 

3711 

4835 

6152 

118.5 


(85.6) 

(86.8) 

(87.2) 

(87.2) 


2, Commission, exchange 






and brokerage 

312 

383 

486 

613 

96.5 


(9.5) 

(9 0) 

(8.8) 

(8.7) 


3. Other earnings 

160 

183 

224 

278 

73.8 


(4.9) 

(4.2) 

(4.0) 

(4.1) 


Total (1 + 2+3) 

3287 

4277 

5545 

7043 

114.2 

Expenditure 






4, Interest paid on depo¬ 






sits etc. 

1601 

2094 

2814 

3641 

127.4 


(50.5) 

(50.9) 

(52.0) 

(32.6) 


5. Salaries, allowances and 






provident fund 

1172 

1478 

1892 

2403 

105.0 


(36.9) 

(36.0) 

(35.0) 

(34.7) 


6. Other expenditure 

400 

538 

702 

872 

118.0 


(12.6) 

(13.1) 

(13.0) 

(12.7) 


Total (4+5+7) 

3173 

4110 

5408 

6916 

118.0 


Nuts: Figures in brackets indicate percentages to total income and expenditure 
respectively. Income is exclusive of provision for bad and doubtful debts, unpublished 
allocation to reserves and taxation. For the years 1970, 1971 and 1972, 39 banks 
lucre been included, while for 1973 data for only 34 of these were available. 

Somes:. For 1970,1971 and 1972, RBI Bulletin January 1974. For 1973, profit and 
loss accounts of banks. 
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in the private sector banks whereas the 
latter was higher in the public sector 
banks. 

In public as well as the private 
sector banks interest paid on deposits 
was increasing at a much faster rate than 
the emoluments. This is due to the fact 
that per unit cost of raising deposits has 
been rising as a result of a shift in favour 
of the fixed deposits in the deposit-mix 
of the banking industry. The ratio of 
fixed to total deposits has increased from 
around SO per cent to about 53 per cent 
during the last decade (1965-75). This 
ratio was 57.3 per cent for the private 
sector banks in 1973 as compared to the 
corresponding much lower ratio of 50.2 
percent for the public sector banks. 
The cost of raising per unit of deposits 
would therefore be higher in private 
sector banks. This is reflected in the re¬ 
latively higher ratio of interest paid to 
total expenditure in these banks. The 
average interest rate for these banks 
works out to be 4.2 per cent in 1973 as 
against 3.9 per cent fpr the public sector 
banks. 

The higher cost of raising deposits in 
the private sector banks is compensated 
by their higher interest income per unit 
of advances. Advances in these banks 

Tabus 

Income, and ExjAnditure of F 


were able to earn 11.6 per cent interest 
on an average in 1973 as compared to 
an average of 10.5 per cent to the case 
of public sector banks. Part of the re¬ 
ason for this was a somewhat higher pro¬ 
portion (26 per cent) of advances going 
to the priority sector in public sector 
banks as against a proportion of 21 per 
cent in the private sector banks. 

This leads us to the question of re¬ 
lative profitability of the public versus 
private sector banks. In both 
public as well as private sector banks, 
expenditure has grown at a faster rate 
than income during 1970 to 1973. The 
private sector banks have been able to 
maintain a relatively higher level of 
profitability, although it seems to be de¬ 
clining for both categories of banks. 
Table III indicates the comparative pro¬ 
fitability picture of these banks. Profit¬ 
ability is measured here by the ratio of 
profits (declared income less expendi¬ 
ture) to total revenue or gross income. 
This measure corresponds to profits as 
a ratio of sales (or total revenue) in the 
case of manufacturing units. 

While comparing the profitability of 
private and public sector banks 
a certain amount of care is needed 
in drawing the inferences. For, 

II 

■Mic Sector Commercial Banks 


the income declared by the banka ex- 
etedeataxerpeid; iwpobliibed a p u re t ion’ 
toreserves abda ’provisioafer hadr'and 
doubtful debts. Only if we ego ntWee 
an assumption that the proportion -of 
these excluded items is about the same ■ 
for public as well as private sector hanks, 
valid inferences regarding the compara¬ 
tive profitability can possibly be made. 
In that case, it would appear that the 

K " ability of private sector banks was 
r than the corresponding profitabi¬ 
lity of publie sector banks in all the years. 
Except for 1973 when profitability, in 
private sector banks was only 12.5 per 
cent more than the profitabilit;' in the 
public sector banks, in all other ‘years 
it was 40 per cent more. This high de¬ 
gree of divergence in profitability could 
not possibly be due to undeclared part 
of the income alone. 


Table III 

Profitability of Public and Private Sector 
Commercial Banks 



1970 

1971 

1972 

1973 

Public sector 
banks 

2.5 

2.5 

2.0 

1.6 

Private sector 
banks 

3.5 

3.9 

2.8 

1.8 


(Rs lakhs) 



1970 

1971 

1972 

1973 

Growth 
(1970-73) 
per cent 

Income 

1. Interest and discount 

2 . Commission, exchange 

34570 

(83.9) 

43711 

(85.3) 

51910 

(85.8) 

64700 

(85.8) 

87.2 

and brokerage 

5798 

(14.1) 

6647 

(13.0) 

7635 

(12.6) 

9712 

(12.9) 

67.5 

3. Other earnings 

819 

(20) 

892 

(1-7) 

934 

(1.6) 

1026 

(1.3) 

25.3 

Total (1+2+3) 

41187 

51250 

60479 

75438 

83.2 

Expenditure 

4. Interest paid on deposits etc. 

5. Salaries, allowances and 

19027 

(47.4) 

24162 

(48.3) 

29064 

(49.0) 

37507 

(50.5) 

97.1 

provident fund 

16512 

20067 

23190 

28376 

71.9 

(41.1) 

(40.2) 

(39.2) 

(38.2) 


6. Other expenditure 

4635 

(11.5) 

5746 

(115) 

7031 

(11.9) 

8327 

(113) 

79.7 

Total (4 + 5+6) 

40174 

49975 

59285 

74210 

85.0 


Note: Figures in brackets indicate percentages to total income and expenditure 
respectively. Income is exclusive of provision for bad and doubtful debts, nnpitb- 
fiSp|{|med allocation to reserves and taxation. 

' - fli sd r ew; For 1970, 1971 and 1972 RBI Bulletin January 1974. For 1973, profit and 
loss accounts of banks. 


Certain broad inferences are possible 
from the above analysis. Earnings of 
banks have expanded fast. These have 
however been largely offset by increases 
in costs. Expenditures have grown at 
a somewhat faster rate than incomes. As 
a result a declining tendency in profitabi¬ 
lity is visible. In the case of private 
sector banks it has declined from 3.5 
per cent in 1970 to 1.8 per cent in 1973. 
The corresponding decline/ in public 
sector banks is from 2.5 to 1.6 per cent. 
Several factors could be responsible for 
this. Deposits mix has moved in favour 
of the fixed deposits, which increases the 
cost per unit of deposits mobilised by 
the banks. Credit-mix has moved to 
favour of the priority sectors, where, in 
general, the rate of interest charged on 
advances is lower. And above all there 
has been a steep rise in the emoluments 
of the employees. 

Private sector (banks appear to be 
doing relatively better in terms of their 
performance of profitability. This is des¬ 
pite the fact that the cost of ridtfng 
funds (deposits) is Higher in these banks. 
The higher cost on deposits is parity 
compensated however, as stated earlier, 
by higher percentage of interest carried 
on advances. 'The aaie -to# causing 
rektWety higher pwrife&ahy- ssafpeum to 




•%'fe^rc^att-s#9eolW- afomafomeats ever get concerned reg ar d in g, the dedin-' 
pro vl fle a tjfbhri) of fog tendency in profiialflStty. They 
taewiuloyeet. Private sector basks ham should look for possible ways of itaprov- 
. been Soto to contain their manpower fog their performance. It may not be 
costs per unit of volume of business possible to adopt labour saving devices 
(deposits plus advances). In 1973 (he to any significant extent in order to 
maaigewmcost was 1.74. percent of tbe reduce costs as has been done in the 
.voloote of business in the private sector western countries. It may not perhaps be 
banks at against 1.81 percent in tbe an advisable course alto in a labour 
public sector banks. surplus oconomy such as ours. There are 

three areas however where there appears 
Both categories of banks should how- to be scope for some improvement besides 


possible economies in expenditures. 
One is the arba of pricing policy for 
different kind of services provided by 
the banks. Second is the possibility of 
better cash management with the result 
that there is an improvement in the 
credit-deposit ratio despite liquidity 
constraints of the Reserve Bank of India. 
And lastly there appears to be a possi¬ 
bility of an improvement io the produc¬ 
tivity through better management of 
manpower utilisation. 


Impact of electricity on rural industries 

N, Dtsinga Rao 


Electricity is a part of the infrastruc¬ 
ture required for rural development, the 
other factors being water, credit and 
roads. In the words of Dr B. Venkatap- 
piah, 1 it is needed, not so much for 
brightening India's villages as for heigh¬ 
tening their economy. It is thus consi¬ 
dered as a major input for development 
in various fields. 

In the field of agriculture, electricity 
is useful for tapping groundwater, econo¬ 
mic operation of the lift irrigation sys¬ 
tem, etc. It is also used in dairy deve¬ 
lopment, poultry farming, processing and 
preservation of fruits and vegetables and 
other farm products. 

In the field of rural industry also the 
importance of power is high. Small and 
household industries which could be 
established with local resources and 
talents will prosper with the use of 
electricity. According to a study under¬ 
taken by the Programme Evaluation Or¬ 
ganisation, out of 500 industrial units, 
three-quarters were set up only after the 
availability of electricity. The reasons 
given for this enormous dependence on 
power were low costs of fuel, high turn¬ 
over and maximum profits.* 

impact on socioty 


has enormous implications for all aspects 
of living and probably represents a key 
step in linking the farmer with the com¬ 
mercial industrial complex of the larger 
society. Electricity opens many doors. 
Thus the impact of electricity is exten¬ 
sive and diverse. It has many economic 
and social implications. 

The government of Andhra Pradesh 
has set up a Rural Electric Co-opera¬ 
tive in Anakapalie taluk of Visakha- 
patnam district. It is proposed to make 
intensive and extensive use of electricity 
through this cooperative to stimulate 
the growth of small and rural indus¬ 
tries besides aiding agriculture in this 
area. 

the plan 

It is planned to establish 138 L.T. 
industrial units with 11.2 kw load per 
service. These together with the exist¬ 
ing 78 units arc supposed to use 15.9 
per cent of the total load connected in 
the taluk. 

An attempt is made in this article to 
study whether electricity can bring 
a rapid expansion of rural industry, 
i.e. the nature of associatioif between 
electricity and rural industries. 


Through the use of electricity in rural 
industries the massive unemployment, 
underemployment and disguised unem¬ 
ployment . problems in the rural areas 
wiH be solved to a large extent. It will 
result in diversifying occupational struc¬ 
ture,* increasing rural incomes and 
briugmg about a higher level of living, 
lostfy, electricity wilt have great impact 
on the traditional society. It is a highly 
effective agent of social change. Quoting 
a study undertaken by the National In¬ 
stitute of Community Development, Dr 
^ Venkatappinh said; ‘’Bfoetrification 

tastapdte Tahdt of. 



, This study is limited to Anakapalie 
taluk of Visakhapatnam district in 
Andhra Pradesh. The study is based on 
secondary data and due to the non-avai¬ 
lability of data on rural industries vil¬ 
lage-wise, data on working popula¬ 
tion; occupation-wise, is considered for 
tide study. 

In order to verify the nature of as¬ 
sociation between electricity and non- 
faratactivit ies and also electricity and 
losnokl industry X 1 tests are used and 
significance tests are also carried out. 

1~: A number of exercises are done to 


eliminate the overlapping influences of 
size, electricity and growth centre on 
rural occupational structure. 

The study is divided into two major 
parts. First part deals with some de¬ 
mographic and economic characteristics 
of the taluk as a whole with special em¬ 
phasis on roral-urban differences. In the 
second part, occupational structure of 
the electrified villages is compared and 
contrasted with that of the nan-electrified 
villages and the study is concluded with 
certain policy-oriented observations. 

Parti 

Ayro-Economic Base 

Anakapalie in the Eastern Ghats is 
a relatively prosperous taluk in the 
backward district of Visakhapatnam. It 
is divided into two blocks, namely Kasim- 
kota and Subbavaram. Because of the 
Sarada river Kasimkota block is Very rich 
agriculturally. Subbavaram area, on the 
other hand, is entirely dependent on the 
rains. Because of the dry type cultiva¬ 
tion in the taluk, people supplement 
rice, their staple cereal, with ragi and baira. 
Pulses, chillies and gingelly are the other 
important crops in this area. Sugarcane 
is widely cultivated undo 1 the Sarada 
river ayucut in Kasimkota taluk. 
Anakapalie is noted for its jaggety mar¬ 
ket of national repute. 

The industries established in rural 
areas are mainly agro-based. Out of the 
51 industrial units existing at the ead of 
1974, six were rice and flour mills, 
eight stone-crushing units, five oil mills, 
and seven general engineering (servicing 
units). There were a large number of 
sugarcane crushers in Kasimkota Mock 
apart from two khandasari factories. In 
addition, 13 new rice and flour mills 
were proposed to be built iu this taluk. 

Rural and Urban differences'. A study 
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of rural and urban differences is news, 
sary to understand the influence of the 
urban area which is also a growth oen*, 
treon the non-farm activities in the 
rural areas. 

As shown in Table I, the taluk has a 
total area of 304 sq miles with 57,075 . 
households and a population of 2,44,481 
out of which 1,29,360 constitute the work 
force. The taluk as a whole is rural 
with Anakapalle town as the only urban 
complex. Statistically speaking, the pre¬ 
dominant nature of the rural life is ex¬ 
pressed in 97 per cent of the region, 81 per 
cent of the households, and 81 per cent 
of the population being covered by the 
rural society. Anakapalle town, though 
small in area (2.9 sq. miles) accommo¬ 
dates 19 per cent of the total population, 
and shares 40 per cent of the total edu¬ 
cated in the taluk. 

From Table I it is observed that out of 


ed willMes, there are l oomparod to 
just Igfeducated in n oa-e to ctrifi e d group 
of villages. 

Big Vs small villages *: Out of the 136 
inhabited villages in the taluk only six 
are big. But they occupied 10 per 
cent of the area, with 21 per cent of the 
population, 18 per cent of the workers 1 
and 30 per cent of the educated in the 
taluk. 

Again, of the total population in the 
big villages only 49 per cent are workers 
against 59 per cent in small villages. But 
in terms of literacy, the big villages have 
relatively larger figure (18 per cent). 

Villages nearer to Vs far away from 
the growth centre *: There are 43 villages 
within and 93 villages outside five miles 
radius of Anakapalle town. And the 
percentage of former group was 31,45, 43 


group showed relatively 

It is observed from Table ly-thettiM' 
electrified group of villages has « huge 
number of people engaged in the non* 
farm activities compered to non-electrified 
group. The former group has almost double 
the number employed at the’ total non- 
farm activities level compared to the letter 
group of villages. Much disparity is 
found with respect to the services sector 
(about 15 per cent of the workers engag¬ 
ed in the electrified villages againlts-x-oar 
cent in the non-electrified villages). EvM 
per village data shows the same trend. 
It is further noted from the per village 
data that the electrified villages are also 
the big villages in general. 

Considering the occupational struc- 


the total number of workers in the taluk, 
the percentage engaged in various non- 
farm activities is high in the urban area 
except in the case of household industry. 
The household industry remains a rucal 
business with 87 per cent of the workers 
employed in it being from the rural 
areas. 

rural workforce 

It is observed from Table II that the 
percentage of workers to total popula¬ 
tion is high (57 per cent) in rural areas 
compared to 1(37 per. cent) the urban 
Urea.'' This fact is explained, partly by 
the high ratio of literacy in the urban 
area (37 per cent compared to 13 per 
cent ftt the rural area). However, the 
percentage of workers employed in non- 
farm .activities is much higher in the 
case of urban area compared to the 
rural area. This fact is explained by the 
high percentages in the tertiary and trade 
and commerce sectors. In addition, the 


Tabu I 


Rural and Urban Differences 


Items 

Total 

% of which under 

Rural Urban 

General lafonuttfen: 

a) Geographical area (in sq. miles) 

304 

97.1 

2.9 

b) No. of houses 

54,101 

82.8 

17.2 

c) No. of households 

57,075 

81.4 

18.6 

d) Population 

244,481 

81.0 

19.0 

e) Educated 

42,887 

59.6 

40.4 

f) Workers 

129,360 

86.9 

13.1 

Workers in Selected Non-farm Activities: 

a) Household industry 

b) Manufacturing other than household 

8,451 

86.5 

13.5 

industry 

2,821 

51.6 

48.4 

c) Trade and commerce 

6,279 

44.0 

56.0 

d) Transport and communication 

1,326 

33.9 

66.1 

e) Other services 

14,172 

64.2 

35.3 


urban area never lagged behind the 
rum! area even in respect of the per- 
' centage of people engaged in household 
industry (about 7 per cent in each 
grpbgj. 

iSlettfrtffed Vs non-electrified villages : 
As showaip Table III, out the total habit¬ 
ed 136 Viteies only 15 were electrified by 

■ rified villages covered 15 
. per cent population, 21 
and 36 per cent educat- 
taluk. While the taluk 
llagchad only 341 house- 
led villages had afadpit 
ber of households (734) 
an&the non-electrified only 293 house' 
hopst Similarly in terms of educated 
penofis, while the taluk rural people per 
village number only 188 in. the electrifi- 


Urban 

Taluk 


Table II 

Inter-Regional Disparities 


Workers Educa- 
as %.to ted as 
popiua- % to 
t|on total 
popu- 


Percentage of workers 
engaged in 


total House- Manufac- Trade Trans' Other 

popu- hold taring and port aer- 

lation industry other than com- & cpm- vices 
household merce smmica- 
industry '"tidha • 









A300i»lnBefviQ»iuMrwithiftfer IfrinttEuropean WrwayQermanair Soon with Korean, Lurtharwa.fndlan AirHnesiothSraT 


\^v&heyayoneepulcM^ontheA300. 
Because oncethey cfctheywont want 
to^eiylhingelsapicte^^hawe 
already flown them) 

You see,theA3G©fetheftstjet 
transportthat bringswMentax^comto 
to the shorter and medumten^tri^ 
Comfort?Take seats, forexampte. 

There arerx) tripte seats on an A300.YxiTl 
feel like aguest notasardne, 

And the wide-body spaces give the 
A300tiat1cant3reate"l^ng.lfe^il; 
aiiycivfeed 

Yet, with all that space, wests have 


So there’s more room for your personal 
belongings, be they business reports, or 
a stuffed panda 

The A300is also exceptionally quiet 
So atrip is not only easy on your body and 
eyes, it’s also easy on your ears. 

The A300. A lot of airlines will wish to fly 
it because it’s the most efficient jet transport 
flying today 

A lot of passengers will wish to fly it 
because it really makes you feel at home. 



Airbus A300 



The rffit plane at the right time. 
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Philips" twelve R & D laboratories 
have found ways to save 
Rs 100 million a year 
in foreign exchange. 


When importing was a way investment of Rs 15 million 


of life. Philips set up a lamp 
factory in India in 1938 And 
soon after, our first R & D 
laboratory was set up. 


and an annua! budget of Rs. 10 
million, employ 370 engineers 
and scientists 

Their work on import subsfitu- 


Today, Philips' twelve R a D tion alone saves India over Rs. 100 


laboratories, with a capital 


million a year in foreign exchange 
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torehitweft - .'big sad small villages, a 
KB& Mgherpercentage of people axe 
enployeoia non-farm activities in big 
villages (38 per cent) compared to the 
small villages (17 per cent) and the dis¬ 
parities are higher in the case of terti¬ 
ary and trade and commerce sectors. 

Comparing the occupational struc¬ 
ture between the" villages nearer to an 
far away from the growth centra, it is 
observed that a much higher percentage of 
workers (28 per cent) are engaged in 
non-farm activities in the first category. 
But the distribution pattern of workers 
into various non-farm occupations is simi¬ 


lar in both the groups. Speaking in terms 
of per village data, it Is observed that the 
villages nearer to the growth centre are re¬ 
latively bigger than the villages for from it. 

Taking a cross sectional view of the 
data, it is Observed that the big villages 
employed the highest percentage of 
workers in non-farm activities (38 per 
cent) followed by the electrified villages 
(34 per omit) and the villages nearer to 
the growth centre (28 per cent). In the 
case of the household industry, the 
electrified villages employed high per¬ 
centage of workers (8.9 per cent) close¬ 
ly followed by the big villages (8.6 per 

TABLE III 


cent). Similar pattern was observed in 
the case of services sector atso. 

Part II 

Non-Farm Activity 

Association tests: (1) A number of 
X* tests are carried out to verify the 
existence of association between non¬ 
farm activities on one hand and electri¬ 
city, size and the growth centre respec¬ 
tively on the other. As per the results 
shown in Table V, the hypothesis is re¬ 
jected in all cases and hence the exist¬ 
ence of association is established. 

(2) X* tests are also made to verify 


Comparison of General Characteristics—By Group 


Name of the group 

0 

/ 

£share of each group in 


Workers Edu- 
as%to cated 
popu- as% to 
lation popu¬ 
lation 


Per village data with respect to 


Geogra¬ 

phical 

area 

Popu¬ 

lation 

Workers Edu¬ 
cated 

Area 
(in sq. 
miles) 

No. of No. of Popu- Workers Edu- 
houses house- lation cated 

holds 

Electrified villages (15) 


15.4 

23.7 

21.0 

35.9 

50.4 

19.6 

2.8 

669 

734 3123 

1575 

611 

Non-electrified villages (12) 

84.6 

76.3 

79.0 

64.1 

58.7 

10.8 

1.9 

287 

293 1250 

734 

135 

Big villages (6) 


9.7 

21.2 

18.4 

29.5 

49.3 

17.9 

4.5 

1462 

1628 7000 

3448 

1254 

Small villages (130) 


90.3 

78.8 

81.6 

70.5 

58.7 

11.5 

1.9 

277 

282 1200 

706 

139 

Villages nearer to the growth 

31.0 

44.9 

43.0 

54.8 

54.5 

15.8 

2.0 

459 

489 2066 

1126 

326 

centre (43) 













Villages away from the growth 












centre (93) 


69.0 

55.1 

57.0 

45.2 

58.6 

10.6 

2.0 

269 

273 1175 

688 

124 

All Villages (136) 


100.0 

100.0 

100.0 

100.0 

56.8 

12.9 

2.0 

329 

341 . 1456 

825 

188 

Note: Figures in parenthesis refer to the number of villages in each group. 
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Comparison of Non-farm Activities By Group 






Total 

of which % 

of workers engaged in 


Per 

Per village workers encaged in 














Name of the group 


non- 

House- 

Manu- 

Trade 

Trans- 

Other 

age 

Non- House- Manu- Trade Trans- Other 



farm 

hold 

factur- 

and 

port 

ser- 

total 

farm 

hold- fac- and port 

servi- 



acti- 

indu- 

ing 

com- 

and 

vices 

war- 

acli- 

indu- turing com- and 

CCS 



vities 

stry 

other 

nierce 

com- 

• 

kers 

vities 

stry other mcrce com- 






than 


munica- 



than 

muni- 






house- 


tions 




house- 

cations 





hold 






hold 







indus- 






indus- 







try 






try 



Electrified villages 

23624 

33.6 

8.9 

2.9 

4.0 

0.9 

14.9 

1575 

528 

140 46 64 14 

234 

Non-electrified villages 

88796 

17.7 

5.9 

0.9 

2.0 

0.3 

6.4 

734 

130 

43 . 6 15 2 

47 

Big vitlages 

20688 

38.1 

8.6 

3.0 

6.5 

0.8 

30.5 

JTTO 

1314 

296 104 224 28 

465 

Small villages 

91738 

17.0 

6.0 * 

0.9 

1.6 

0.3 

7.0 

706 

121 

43 6 10 2 

49 

'Villages neater to the 













growth centre 

48397 

27.8 

6.9 

1.8 

2.5 

0.5 

10.0 

1126 

313 

77 20 28 6 

112 

Villages away from the 













growth centre 

64Q25. 

15.9 

6.3 

0.9 

2.5 

0.3 

6.8 

688 

110 

43 6 17 2 

47 

All Villages 

112420 

21.0 

6.5 

1.3 

2.5 

0.4 

8 2 

827 

174 

54 10 20 3 

67 




685 
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the existence of association between the 
household industry on one hand and 
electricity, size and the growth centre 
respectively on the other. According to 
the results obtained, the hypothesis is 
accepted (or the association is rejected) 
in the case of electrified but small villages 
(at five percent level) and electrified but 
far away from the growth centre (at 
1 per cent level). 

Similarly, association between the 
size and the household industry is also 
rejected in the case of non-electrified big 
villages (at 1 per cent level) and villages 
away from the growth centre (at 1 per 
cent level). In all other cases the associa¬ 
tion is accepted. 

Furthermore, association between the 
growth centre and the household indus¬ 
try is also accepted. 

Influence of variables 

Through the above analysis it is proved 
that there is association between non¬ 
farm activities on the one hand and the 
electricity, the size and the distance to 
the growth centre respectively on the 
other. Therefore, it became necessary to 
study the influence of each variable on 
the non-farm activities separately and the 
following exercises are done in this 
connection. 

According to the data in Tables VI 
and VII there are large differences bet¬ 
ween electrified and non-electrified vill¬ 
ages with respect to the percentage of 
workers engaged in non-farm activities. 
At the total non-farm activities level 
they are 34 per cent and 18 per cent re¬ 
spectively. Similar differences are also 
found in the case of tertiary, trade and 
commerce and household industrial 
sectors. 

Considering the big villages group, it 
is observed that the electrified villages 
outweigh five times more the non-elec¬ 
trified villages in the case of services and 
manufacturing other than household in¬ 
dustrial sectors. 

Though there are no considerable 
differences within small villages of either 
type, electrified villages provide a higher 
percentage of non-farm employment op¬ 
portunities. Similarly, household indus¬ 
try and tertiary sectors are more deve¬ 
loped in this group. 

Differences are also to be found in 
respect of the villages nearer to the 
growth centre. While electrified villages 
m this group offered non-farm employ¬ 
ment to about 35 percent of the workers, 
the non-electrified villages offered non- 
farm employment to only 24 per cent of 
the workers. The difference is very large 
in the case of the services sector. Similar 
differences are found in the case of the big 


villages in this group. Interestingly enough 
in the case of the small villages in this 
group, non-electrified villages have a 
much higher percentage of non-farm 
employment potential (15 per cent ag¬ 
ainst nine per cent jn the case of elec¬ 
trified small villages) and this is again 
due to the influence of services sector 
(seven per cent against four per cent). 

Considering the group of villages far 
away from the growth centre, the electri¬ 
fied villages have an advantage over the 
non-electrilicd with respect to non-farm 
activities. The former have 30 per cent 
of the workers engaged in non-farm 
activities against 15 per cent in the latter 
type. The differences are observed in 
household industry (10 per cent, six per 
cent); manufacturing other than house¬ 
hold industry (two per cent, I per cent) 
and services (13 per cent, six percent) 
sectors also. 

On the whole, electrified big villages 
have the highest percentage of workers 
engaged in non-farm activities (47 per 
cent); tertiary (20 per cent); trade and 
commerce (six per cent) and manufacturing 
other than the household industry (five per 
cent). And the electrified villages away 
from the growth centre have the highest 
percentage of workers engaged in the 
household industry (10 per cent) com¬ 
pared to any other group. 

The conclusions of the study are given 
below: 

(a) Rural-urban differences : The 
villages in Anakapalle taluk are sparse¬ 
ly populated and illiteracy is highly 
prevalent. Except in the household in¬ 
dustry, the rural areas do not stand 


companion with the urban area in res- 
pect of the percentage of workers era?» 
ployed in non-farm occupations either 
at the general level or atgny specific 
occupation level. In addition, the 
worker's ratio to population is high ag* 
ainst the low educated ratio to popula¬ 
tion in the rural areas. 

(b) Differences within the rural areas: 
Speaking in terms of the differences bet¬ 
ween various groups of villages, the 
electrified villages group and the non- 
electrified big villages group are densely 
populated with high literacy and low 
worker population ratio compared to 
any other group of villages. 1.“ addition, 
the electrified villages employed 'greater 
people in non-farm occupations, ; com¬ 
pared to the non-electrified villages. 

(c) Association tests: It is discovered 
that there is association between the 
selected non-farm occupations and elec¬ 
tricity, size and growth centre, respective¬ 
ly. It is also discovered that there is 
association between the household in¬ 
dustry and electricity, size and the growth 
centre respectively. 

Electricity is a good substitute for 
both size and growth centre. Electrified 
villages, though small in size and far 
away from the growth centre, fared 
better compared to their counterparts 
in the non-electrified group. The impact 
of electricity is more in tertiary, trade 
and commerce and manufacturing other 
than household industrial sectors. 

Therefore, electricity can be used as 
an effective instrument to bring more 
qualitative as well as quantitative 
changes in the rural areas. It will be a 


Table V 


Association Tests —By Group 


Name of the group 

At non-form activi¬ 
ties level XJ 
values 

At household 
industry level 
X} values 

1 . Electrified Group of Villages: 



(a) Big villages 

700.71 

152.17 

(b) Small villages 

18.54 

0.72* 

(c) Villages nearer the growth centre 

234.21 

180.81 

(d) Villages away from the growth centre 

101.53 

5.07** 

(e) All electrified villages 

286.93 

211.10 

2. Big V illages Group: 



(a) Electrified villages 

272.62 

237.85 

(b) Non-electrified villages 

934.82 

0.15* 

(c) Villages nearer the growth centre 

280.78 

239.53 

(d) Villages away from the growth centre 

786.71 

0.10* 

(c) All big villages 

423.74 

282.71 

3. Villages nearer the growth entire 

189.89 

74,84 


♦Significant at 5% level ♦♦Significant at 1% level 
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a good substitute for $iie and girdwth^ 
centre. And finally, the development of 
household industry will be greatly in¬ 
fluenced through rural electrification and 
this may be proved more clearly in the 
case of the villages away from the 
growth centre. 

Finally, since electricity is proved to 
be a major input for rural development, 
it is desirable to involve all the develop¬ 
ment agencies, including the credit in¬ 
stitutions (along with the commercial 
banks), in the rural areas in extending 
electricity to the villages. 
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holds were considered as big villages. 
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growth centre and villages within 5 miles radius 


Table VI 


to the town are considered as the villages nearer 
to the growth centre and the rest are considered 
as the villages far away from the growth centre. 

Sources 

1. Deputy Director, Agriculture, Visakhapatnam, 
Andhra Pradesh. 

2* Deputy Director, Industrial Estate, Visakha- 
patnam, Andhra Pr desh. 

3* District Employment Officer, Visakhapatnam, 
Andhra Pr desh. 

4. Government of Andhra Pradesh: District 
Census Hand Book, 1961, Visakhapatnam 
Andhra Pradesh. 

5■ Regional Inspector of Factories, Visakhapat- 
nm, Andhra Pradesh. 


Non-Farm Activities in Electrified Villages—By Group 


Name of the group 


(1) All Villages 

(2) Big villages 

(3) Small villages 

(4) Villages nearer to th? 
Growth Centre 

a) Big villages 

b) Small villages 

(5) Villages far away from 
the Growth Centre 

a) Big villages 

b) Small villages 


Total 


Of which % engaged in 


Per 
-vill— 


Per village workers engaged in 


Non- House-Manu-Trade Trans- Other age Non- House- Manu- Trade Trans- Other 
farm hold factur-and port& scr- total farm hold factur- and port& ser- 
ing com- com- vices wor- acti- Indus* 


acti- indus¬ 
tries try 


ing 


com- corn- 


vices 


other 

merce muni- 

kers vities try 

other merce 

muni- 

than 

cations 

than 

cations 

house¬ 



house¬ 


hold 



hold 


indus¬ 



indus¬ 


try 



try 



23624 

33.6 

8.9 

2.9 

4.0 

0.9 

14.9 

1575 

528 

140 

46 

64 

14 

234 

11994 

47.2 

9.1 

4.6 

6.0 

1.1 

20.0 

3998 

1889 

365 

189 

240 

43 

800 

11630 

19.4 

8.6 

1.1 

2.0 

0.6 

9.6 

970 

251 

83 

10 

20 

6 

93 

17751 

34.7 

8.5 

3.2 

4.5 

0.8 

15.5 

2219 

770 

189 

71 

100 

13 

344 

1)994 

47.2 

9.1 

4.6 

6.0 

1,1 

20.0 

3998 

1889 

365 

189 

240 

43 

800 

5757 

8.6 

4.2 

0.1 

0.8 

0.1 

3.6 

1919 

99 

171 

4 

27 

4 

117 

5873 

30.0 

10,0 

2.0 

2.6 

1.1 

13.0 

839 

252 

84 

17 

22 

9 

109 


No big village far away from the growth centre was electrified by 1961. 
The data are the same as shown against item 5 above. 


Table VII 

Non-Farm Activities in Non-Electrified Villages—By Group 

Total Of which % engaged in Per Per village workers engaged in 

—---village----- 

Name of the Group Non- House- Manu- Trade Trans- other total Non- House- Manu-Trade Trans Other 


farm hold factur- and 
acti- indus- ing com- 
viries try other merce 
than 

household 

industry 


O) All Villages 

88796 

17.7 

5.9 

0.9 

2.0 

(2) Big villages 

8674 

30v8 

7.8 

0.8 

7.2 

(3) Small villages 

80122 

16.3 

5.7 

0.9 

1.5 

(4) Villages nearer the 
Growth Centre 

30644 

23.8 

5.9. 

1.0 

1.3 

a) Big villages 

3093 

23.6 

11.8 

1.7 

2.3 

a) Small villages 

27551 

15.2 

5.2 

V 

1.1 

(5) Villages away from the 

Growth Centre 58152 

14.9 

5,9 

0.8 

2.5 

a) Big villages 

5601. 

35.0 

5.6 

0.3 

9.4 

b) Small villages 

52551 

12.3 

5.2 

0.8 

1.5 
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port ser- wor- farm hold factur- and port ser- 

and *vices kers acti- indus- ing com- and vices 

commu- vities try other merce com¬ 
ment ion than muni- 

household cations 
industry 


0.3 

6.4 

734 

130 

43 

6 

15 

2 

47 

0.4 

4.5 

2891 

889 

227 

23 

. 208 

12 

130 

0.3 

6.6 

679 

110 

38 

6 

10 

2 

45 

0.4 

6.8 

875 

208 

51 

9 

11 

3 

59 

0.2 

6.1 

3093 

730 

364 

52 

99 

7 

188 

0.4 

6.9 

810 

123 

42 

8 

9 

3 

56 

0.2 

6.1 

676 

98 

40 

5 

17 

2 

42 

0.5 

3.6 

2801 

979 

139 

8 

263 

14 

101 

0.2 

6.1 

626 

77 

33 

5 

10 

1 

38 
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Foreign trade 

prices in CMEA 


I 

Foreign Trade System 

The above average rise in raw mate¬ 
rial prices in the world markets has 
brought problems in the socialist bloc. 
In response to world economic changes, 
the member countries of the Council 
for Mutual Economic Assistance (CMEA) 
decided on a reorganisation of their price¬ 
setting system: this now allows for faster 
adjustment to world market prices and. 
in line with changes in the terms of trade, 
currently favours the USSR as a raw- 
material exporting country. What infor¬ 
mation is available to date, however, sug¬ 
gests that the Soviet Union has not been 
able to press for the full extent of the 
rise in world market prices in the CMEA 
area. 

At the ninth council meeting in Bu¬ 
charest (1958), the CMEA countries had 
agreed on the following price-setting 
principles in their intra-bloc trade. 

I. In the CMEA contract prices are 
bilaterally negotiated on the basis of 
world market prices for an agreed refe¬ 
rence period, after adjustment for “the 
damaging effects of the trade-cycle fac¬ 
tors of the capitalist market” 

II. In principle, these prices are in¬ 
tended to remain unchanged during a 
medium-term planning period (usually 
five years). 

loose connection 

However, as a rule there is no such 
thing as 41 the” world market price for 
a commodity, so that the connection 
between CMEA contract prices and 
world market prices is loose. Agreement 
on goods quoted on the exchanges (com¬ 
modities) probably causes the least diffi¬ 
culty. But for industrial products, fixing 
a contract price is the result of very 
tough negotiations in which each side 
selects the most favourable list price from 
its own point of view as “the” world 
market price. 

The second element of the "Buharest 


principle”—i.e., stability of contract 
prices—was primarily intended to make 
medium-term planning easier. In princi¬ 
ple, price corrections in the middle of a 
five-year planning period were permis¬ 
sible where they could be justified by 
long-term productivity changes. But in 
practice such corrections were hardly 
ever made, so that prices tended to re¬ 
main constant. 

Moscow principle 

This system did not present any 
problems as long as inflation differences 
in the world market remain limited. But 
developments may have prompted the 
Soviet Union to urge the other CMEA 
countries to correct the foreign trade 
price system. Under the “Bucharest 
principle”, the USSR would have had 
to wait until 1976-80 to benefit from a 
world-markct-orientated rise in raw ma¬ 
terial prices. The outcome of negotia¬ 
tions between the Soviet Union on one 
side and the other CMEA countries on 
the other was an agreement at the 70th 
meeting of the executive committee in 
January, 1975, in Moscow that in future 
“the prices for trade between the CMEA 
countries are fixed once a year on the 
basis of average world prices during the 
preceding five years”. This seems to be a 
compromise between the interests of 
both sides. The “Moscow principle” of 
annual price adjustments is already affe¬ 
cting the other CMEA countries in 1975. 
but they are not confronted with adjust¬ 
ment problems as abruptly as the wes¬ 
tern industrial countries because the rise 
in raw material price is considarebly 
moderated by the adoption of moving 
five-year averages. 

The change in the price-setting prin¬ 
ciples for CMEA intra-bloc trade creates 
additional technical problems for the 
planning authorities in drawing up of 
medium-term plans. The greater flexibi¬ 
lity of foreign trade prices might, how¬ 
ever, be an advantage since it forces the 
economic leaders to respond more qui¬ 
ckly to changes in the costs and available 
supplies in the international markets. This 


not only develops their insufficient price 
awareness but, it is reasonable to hope, 
also accelerates the necessary processes of 
adjustment. 

On top of this, it is clear from the 
revision of the price setting mechanism 
that the CMEA countries cannot insulate 
their foreign trade prices from those of 
the rest of the world. The reform of 
the foreign trade price system agreed 
by the east European countries in their 
“Comprehensive Programme”—one of 
the most important document for 
CMEA’s further development—is Likely 
to have repercussions on domestic prices 
too. To put calculations of profit on 
domestic and foreign business on a com¬ 
parable basis, domestic prices (indust¬ 
rial sale prices) would have to be 
adjusted more closely to world market 
price structures. 

II 

The Extent of Price Increases 

One immediate consequence of the 
new price-setting system will be that the 
terms of trade in CMEA intra-bloc trade 
will shift considerably as early as the 
current year, to the benefit of the Soviet 
Union and to the detriment of all raw 
materials importing states. The scope of 
the changes, however, is difficult 
guage. 

I. Neither Polish nor GDR publication 
spell out clearly whether the principle of 
moving five-year averages in fact applies 
already to 1975. The word from Hungary 
on the other hand, is that the CMEA 
countries “will agree or have agreed this 
year’s prices.,.. .on the basis of world 
market prices between 1972 and 1974”. 

II. It is not clear for which goods 
price adjustments are actually being made. 
In Hungaro-Soviet trade—'there are no 
other data—only 60 per cent of all prices 
were changed. 

XII. Information about the extent 
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of the price increase too is still limited 
to a few data on Hungaro-Soviet trade. 

On the basis of the Hungarian in¬ 
formation—that prices for all intra-bloc 
trade are based on 1972-74 world 
market prices—the choice of this shorter 
(compared with 1970-74) reference period 
would push up the price incrrease in 
Soviet raw materials by an extra 
25 per cent. 

In fact, the increases in raw material 
prices agreed between the Soviet Union 
and Hungary, at an average of 52 per 
cent, arc still below the increase calcula¬ 
ted for the longer reference period (69 
per cent, of. model calculation), the USSR 
has not made full use of the world-mar¬ 
ket-orientated margin for higher prices. 
The price of oil, on the other hand, 
was raised from 16 to 37 transfer rou¬ 
bles (TRbI) per ton (~f 130 per cent). 
This increase lies roughly in the centre 
of the range of possibilities suggested 
by alternative reference periods (1970-74: 
■+110 per cent, 1972-74: +157 per cent). 
Even so, this price (US $6.70 per barrel 
is still a third lower than the comparable 
world market price. It is obviously pro¬ 
fitable for Hungary to import an adi- 
tional 0.8 tons of oil from the Soviet 
Union at this price (original quota agre¬ 
ed: 6 million tons) ’’against goods 
bought in third markets". 

Price increases averaging three percent 
were negotiated for deliveries of Soviet 
machinery (export share: one-sixth): 
all other export goods (about 40 per cent) 
are subject to constant prices. Thus, 
the average rise in Soviet export prices 
totals 23 per cent. 

By contrast, the rise in the price of 
imports from Hungary is estimated at 

Table I 

Index of World Market Prices of Selected 
Raw Materials 
(Average 1965 to 1969=100) 


Average Average Shar in 
1970-1974 1972-74 percent 1 


Coal and coke 

208.3 

241.4 

3.6 

Oil and deriva- 

tives 

195.8 

256.8 

12.0 

Man-made 

fibres 

145.5 

179.4 

3.6 

Timber 

155.5 

221.0 

1.8 

bon and steel 

202.4 

151.3 

12.1 

Non-ferrous 

metals 

126.9 

145.8 

5.5 


1 Share of Soviet exports to the CMEA 
countries in 1973, 

Sources: Raw material price indices of 
the HWWA-Institut fur Wirts- 
chaftsforschung; USSR Foreign 
Trade Yearbook, 1973. !J 
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12 per cent (to the extent that they are 
affected: farm products are up 28 per 
cent, industrial consumer goods 19 per 
cent and investment goods 15 per cent), 
which means that Hungary's terms of 
trade with the USSR are likely to de¬ 
teriorate by about 10 per cent in 1975. 

This deterioration in the terms of 
trade is costing Hungry 140 million TRbI 
at a rough estimate; converted at the 
official ’‘internal" exchange rale, this 
is about 5,500 million forint. This 
amouuts to a third of the growth in 
national product planned for 1975, squee¬ 
zing domestic expenditure considerably. 

As yet, there is no information on 
the results of the Soviet price negotia¬ 
tions with the other CMEA countries. 
But it seems likely that the countries 
that are short of raw materials—mainly 
East Germany and Czechoslovakia—will 
have to transfer a similal proportion 
of the rise in their incomes to the Soviet 
Union. For the USSR’s other partner 
countries (Poland, Rumania), the burden 
is likely to be smaller. In total, how¬ 
ever, it is very high, while for the USSR 
the prospective additional income, of 
the order of one thousand million (do¬ 
mestic) roubles, means relatively little: 
only about five per cent of the planned 
growth in national income. 

Thus the total economic impact of 
these price increases is very uneven, sug¬ 


gesting the following conclusion about 
Soviet strategy in the bilateral price nego¬ 
tiations: the settlements, if the Hunga¬ 
rian data are any guide, remained well 
below the level of world market prices* 
because to take full advantage of the 
changes in the terms of trade would 
have impaired the raw material import* 
ing countries’ growth chances to an un* 
justifiable degree. 

Ill 

How they are Financed 

In view of the growth targets, it also- 
seems unlikely that the USSR’s CMEA 
partner countries will respond to the 
raw material price increases by cutting 
hack their imports. The Soviet Union 
and Hungary have agreed on a financing 
schedule which can be regarded as a 
model for all other CMEA countries: 

I. Hungary—in a departure from the 
hitherto very limited clearing possibili¬ 
ties—is using the trade surplus of TRbI 
35 million that it achieved with the 
USSR in 1974 (or roughly a quarter of 
Hungary's estimated extra spending in 
1975) to finance the rise in its import 
costs. 

II. Hungarian exports tied to invest¬ 
ment loans to the USSR will be brought 
in to balance the trade account this year. 
Hungary, together with other CMEA 


Table II 

Model Calculation on Trends in the Prices of Soviet Raw Material Exports 1 
to the CMEA Countries 


Country 

Weighting of selected raw 
materials in 1973 

Price index’ 
(1965-1969=100) 

Exports in 
million TRbI 

Share of resp:c- 
tive Soviet exports 

1970-74 

1972-74 

Bulgaria 

443 

36.0 

195 

242 

Czechoslovakia 

556 

41.1 

176 

219 

GDR 

882 

44.3 

184 

230 

Poland 

496 

34.3 

180 

228 

Rumania 

180 

34.6 

185 

224 

Hungary 

415 

42.6 

169 

211 

CMEA* 

2,912 

39.5 

181 

227 


1 Coal and coke, oil and oil derivatives, non-ferrous metals, iron and steel, rubber, 
timber, cellulose, man-made fibres and cattle hides. 

* Average price indices of the goods listed* weighted by their share in the USSR’s 
raw material exports to the respective countries. 

• Total of countries listed. 

Sources: USSR Foreign Trade Yearbook, 1973; raw material price indices of the 
HWWA-Institut fur Wirtschaftsforschtmg. 
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countries, participates in the expansion 
of the Soviet raw material and energy 
sector with deliveries of machinery. The 
USSR is to repay these loans in real 
terms after 1980 by deliveries of raw 
materials, presumably on different terms 
from those originally agreed. 

III. In addition, the USSR is pre- 
pared ’‘to offer at very favourable terms 
a ten-year loan in 1975 and the following 
five years of the remaining sum not cover¬ 
ed by goods deliveries'*. The size of 
the loan and details of the interest rate, 
the grace period and the conditions of 


repayment have not been made 
known. 

In this context, loans from the USSR 
are different in economic content from 
the recycling of petrodollars: the Soviet 
Union, which has an almost unlimited 
import demand for the benefit of its 
partners, while the 0#EC countries are 
only partly able to use their drastically 
increased surpluses for additional im¬ 
ports. 

Despite these measures, which will 
ease Hungary's financing problem in the 
short term, the higher import bill will 
ultimately have to be paid for by extra 


Oil again coming to boil 


The ten plr cent increase in the cost of 
crude oil decided on here at its head¬ 
quarters by the Organisation of the 
Petroleum Exporting Countries (OPEC) 
will have unfortunate consequences for 
almost all concerned. The facts that the 
figure was a compromise, angrily con¬ 
tested between the big producer Saudi 
Arabia and most of the rest of the oil 
producer members, does not augur well 
for the Organisation; that the increase 
—following a nine-month price freeze— 
is in force only till next July when the 
oil price will be again reviewed signifies 
continuing price instability. 

The OPEC members made their 
decision with great difficulty, no little 
recrimination and with an awareness 
that it would cause dismay among a wide 
variety of industrially developing states 
as well as in the industrialised world 
and much anger, especially in the United 
States, the really big customer. But 
OPEC has experienced and survived 
many encounters with word-wide indus¬ 
trial interests from the time in 1960 
when the newly-formed OPEC won the 
battie over “posted prices” against the 
seven big oil companies. 

big showdown 

Governments left control over 
international oil policy in the com¬ 
panies* hands until the big show¬ 
down in October 1973 when nego¬ 
tiations about the price of oil broke 
down and the industrial west suddenly 
lost all its ability to settle the price of 
oil. In the place of the almost century- 
old partel of the oil companies there 
was suddenly the cartel of 13 oil-produc¬ 
ing nations with Saudi Arabia, as the 
biggest producer, realizing it must take 
responsibility of regulating production. 
In this role they replaced the Texas 

Kv: .' . . , 


companies in the old company cartel, 
with the significant advantage of not par¬ 
ticularly needing the money they made 
from extra production. 

strength and weakness 

But Saudi Arabia's strength - in this 
matter is also its weakness within OPEC. 
Alone among the members, Saudi Arbia 
is wealthy even without oil and has a 
minimal national expenditure. It can 
afford to cut back production to obtain 
its selling price; the others cannot. 
Iran might have been in something of a 
similarly luxurious position had it not 
pledged itself to immense expenditures 
over industrial development and arma¬ 
ments. The rest of OPEC, with the 
almost artificial exception of the United 
Arab Emirates (“The British drew a 
frontier around seven oil wells and called 
it a country", said an angry Iraqi politi¬ 
cian) is, in varying degrees, well off or 
actually poor and cannot afford the 
luxury of cutting off or reducing its 
pumping and sale of crude oil to enforce 
a price rise. It is the mokietaiy wealth 
of Saudi’Arabia and its negiligible ex¬ 
penditure on spartan living, held to be 
a virtue, that is the basic strength of 
OPEC, its second strength being that 
derived from unity. Tne latest angry 
Vienna discussions have shown that unity 
to be riskily threatened. 

The OPEC member countries, with a 
production last year of 30,733.3 thousand 
barrels of oil, provided 54.82 per cent of 
world oil production. They are aware that 
this percentage, even with full produc¬ 
tion, is likely to fall as non-OPEC oil- 
producers strive to increase their oil flow 
or, in most gases, to start it from 
under the North Sea and as non-oil 
energy sources are increasingly brought 
into use. Coal, natural gas and nuclear 


egpo*&: ^ln f -Uwgwy, the economic 
policy signal* hate already been set ac¬ 
cordingly: during the current planning 
year, produced national income is tup* 
posed to grow by five or 5.5 per cent but 
domestic spending by only three to 3*5 
per cent. Similarly, in the medium term 
ail the USSR's CMEA partners will in¬ 
creasingly be facing the problem of 
having to produce a larger number of 
goods and services than they are able to 
distribute at home. This is because their 
terms of trade with the Soviet Union 
will probably continue to deteriorate, 
at least until 1978. 


E. B. Brook Vienna 


energy are being used increasingly in 
the industrialised states of Europe and 
Asia to the increasing exclusion of oil, 
an effort backed by increasing economy 
in the use of oil. The only significant 
factor holding back the use of nuclear 
power as a source of energy is the con¬ 
tinuing debate about its safety. The fact 
that the world’s first introduction to 
nuclear power was the deadly explosion 
over Hiroshima in the last war is a major 
item in the armoury of the OPEC oil 
suppliers. People are still afraid of 
nuclear power. There is genuine worry 
that the prospective operation of about 
400 large nuclear plants around the world 
in 1985, and a potential expansion to 
possibly 2,000 plants by the year 2000, 
will steadily increase risks of injuries 
and deaths from radiation sickness and 
radiation-induced cancers. 

universal phenomena 

OPEC must be aware that its advan¬ 
tage as a energy-source supplier is of 
limited duration. It must know that 
its four-fold increase in oil prices two 
years ago and several smaller price-hikes 
since then and now this 10 per cent 
increase has led to a major industrial 
depression from which the oil-consumers 
are emerging much more slowly than 
the oil-producers had expected. They 
must realize that the latest increase may 
halt economic recovery for months. 
Recessions do not limit themselves to 
nations or to economic groups—they 
slowely become universal. The slowing 
of industrial recovery to the west and to 
the industrialised east may coacievably 
lead to such further cutting back that die 
smaller of the oil-producers may find 
sales less even than they are wifilng to 
tolerate/ Saudi Arabia voluntarily makes 
huge outs in production; fair stn&Ber 
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cutbacks or failure to sell may be deadly 
for smaller OPEC members. 

Added to the fact that still dearer 
oil may conceivably make many of the 
industrial products the OPEC members 
Wish to buy even more expensive than 
they are now is the menace of a loss 
of patience by the big buyer, the United 
States. There is no reason to think that 
President Ford’s idea of creating a 
government corporation to finance as 
much as $ 100-billion worth of energy 
projects in the next decade is a mere 
threat to OPEC. When he said “The 
time has come for action on energy 
independence*'. President Ford doubtless 
meant what he said. The USA is anxious 
not only to become far more independent 
in energy but to hasten its many emerg¬ 
ing technologies and to boost its exist¬ 
ing conventional techniques. 

Not only the wealthy west will 
have been dismayed. Another 10 per 


cent on oil prices will have been 
another blow to alt developing 
countries and most especially to the 
poorest of them. It is the least developed 
states that have been most deeply damag¬ 
ed by the five-fold rise in oil prices in 
the last two years, as well as by inflation. 
If OPEC’s real income has declined in 
18 month from neariy $17 billion a quar¬ 
ter to rather more than $12 billion and 
if the cash surpluses in Iran. Iraq and 
Venezuela are fast evaporating, the real 
losers of essentials are the least develop¬ 
ed states who now rely on low-interest 
aid funds from the World Bank and a 
few others to keep them going, even 
shakily. With a new price-rise for oil 
the less-developed countries would seem 
to have no alternative but further to cut 
their imports, handing on a little of 
their woe to the more prosperous west 
by adding a little to the delay in its 
economic recovery. The Shah of Iran 
has proposed imposing an assessment on 


each barrel of oil for the next five years 
to form another low-interst loan fund for 
specific projects in the least developed 
countries. 

It is unfortunate that the date of the 
end of the oil price freeze, the end of 
September, obliged OPEC to meet and 
decide what to do about prices only three 
weeks before the preparatory meeting 
between oil producers and oil consumers 
in Paris on October 13. It is important 
that this meeting, the second of its type 
—the first having been the irritable 
session in Paris last April—should be 
a success would be a useful follow¬ 
up to the success of the 7th special 
session of the UN General Assembly 
when, on the widest basis, there was some 
agreement on general lines for negotia¬ 
tion on world economy, especially in 
trade and finance. It would be unfortu¬ 
nate if OPEC price rises were allowed 
to slow this progress. 
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Focus on development banking 


Management of Developmeut Banks: Management Development Institute. New 
Delhi; Pp 122; Price Rs 10. 

Parched Earth—The Maharashtra Drought 1970-73: V. Subramanian: Orient 
Longman; Pp 640; Price Rs 75. 

Role of Nominee Directors of Financial Institutions: Management Develop¬ 
ment Institute, New Delhi; Pp 101; Price Rs 8. 

Demand and Supply of Eggs: D. S. Sidhu; S. Chand & Co. (Pvt) Ltd, New 
Delhi; Pp 146; Price Rs 30. 

The Politics of Scarcity: Philip Connelly & Robert Perlman; Oxford University 
Press; Pp 162; Price £ 3.50. 

Elementary Education in India—A Promise to Keep: J. P. Naik; Allied 
Publishers; Pp 98; Price Rs 10. 


A notable development in the field of 
industrial finance in recent years has 
been the spectacular growth of develop¬ 
ment banks and development banking in 
India. Following the establishment of 
the World Bank (which epitomises the 
best and the most essential features of a 
development bank and development 
banking), the movement for establishing 
new regional and national development 
banks spread. The consequence has been 
that there are at present more than 400 
development banks in over one hundred 
countries, and over 60 of those develop¬ 
ment banks are in India alone! 

1 

The Management Development Insti¬ 
tute organised a seminar in September 
1974. The booklet Management 
of Development Banks contains 
the proceedings of that seminar. Since 
the Institute believes that development 
banking is a principal plank of its acti¬ 
vities, the Institute thought it fit that the 
focus might well be turned in the first 
lace on the management of development 
anks, i. c. on the central aspects of the 
role and responsibilities of development 
banks vis-a-vis the tasks of development 
planning and to this end “to review their 
organisational set-up, arrangements for 
inter-institutional coordination of opera¬ 
tions and procedures and mobilisation 
of resources to meet the growing respon¬ 
sibilities of these banks.’* Since the 
participants came mostly from the deve¬ 
lopment banks, both at the central and 
state levels, and as they have been invol¬ 
ved in top or near-top levels of decision¬ 
making process of their respective or¬ 
ganisations, there is no doubt that the 
proceedings in this booklet throw con¬ 
siderable light on the working and po¬ 


tentialities of the development bank in 
India. 

Between the minimal functions of 
development banks and their greatly ex¬ 
panded role of late, there is a wide range 
of possible activities which development 
banks might undertake. While at the 
one end term-lending remains the sheet- 
anchor of a development bank’s business, 
at the other end are activities which re¬ 
present the new concept which has come 
to be known as 'promotional activities’ 
of development banks. The seminar 
felt that in this respect “the sights are 
now set even to include development of 
material infrastructures and social utili¬ 
ties as equally a part of the promotional 
role of a certain class of development 
banks.” 

social significance 

In effect the urge for economic deve¬ 
lopment has stimulated the emergence 
of a variety of development banks 
which have accepted for themselves 
such functions of avowed social and 
economic significance as the dis¬ 
posal of industries away from the metro¬ 
politan areas and total development of 
certain selected backward areas with a 
view to achieving a wide diffusion of en¬ 
trepreneurship. In between the tradi¬ 
tional functions of development banks 
and recently added unconventional func¬ 
tions representing two extreme concepts 
of development banking, fall the func¬ 
tions such as techno-economic surveys, 
feasibility studies, setting up of consul¬ 
tancy organisations to advise and assist 
entrepreneurs in less developed areas 
which increasingly form the main array 


as well as nucleus of the development 
role of development banks. 

The seminar was generally of the 
view that the contribution of develop¬ 
ment banks in economic and social 
transformation may not be all-p*rvasive, 
but it is certainly definitive and concrete. 
“It finds expression through specific 
projects in the conception, formulation, 
execution and operation of which multi¬ 
disciplinary expertise is called into play.” 
The real strength of development banks, 
therefore, lies “with multi-disciplinary 
talents, organised into coordinated and 
well-knit functional terms of successful 
execution of its manifold and varigated 
operations.” 

important aspect 

The discussions at the seminar empha¬ 
sised one important aspect: While eco¬ 
nomic development was not the function 
merely of finance and required multi¬ 
dimensional efforts, enlargement of the 
role of development banks required that 
the constraint of funds that they ex¬ 
perienced be overcome. But it was how¬ 
ever admitted that the development 
banks in India at the present stage will 
have to live with the constraint of funds 
for some time, try as they might for 
greater mobilisation of financial resour¬ 
ces. This should serve as both a chal¬ 
lenge and an opportunity. 

Another conclusion that emerged 
from the discussions at the seminar 
was that although there was substantial' 
similarity in many basic problems faced 
by the state financial corporations, these 
problems assumed varying aspects, reflec¬ 
ting the uneven size, divergent resources, 
and different stages of economic deve¬ 
lopment of the states in which they were 
located and ofen pointed to diverse solu¬ 
tions suited to the situations of the 
various corporations. 

The discussions at the seminar have 
also served to sharpen some questions 
the answers to which must be sought by 
researchers going deep into the subject. 

Development banking is an instru¬ 
ment of development planning 'Which is 
a strategy for fighting war against 
poverty and want and economic and so- 
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ciaJ inequalities and for raising living 
standards of people. The questions 
that arise are. Mow far have the deve¬ 
lopment banks/financial institutions 
helped to attain these objectives? What 
is the assessment of the total outcome 
of the efforts of development banking 
in the service of industrial development? 
Can the benefits of industrial develop¬ 
ment fostered with the help of develop¬ 
ment banks be appraised more definiti¬ 
vely than has been possible so far in 
terms of the lay-out and patterns of such 
development and its distinction among 
different sizes and types of industry and 
ownership, and the part played by deve¬ 
lopment banking in promoting the diver¬ 
sified growth? In particular, what has 
been the role of development banks in 
the promotion and diffusion of entrepre¬ 
neurship in the grades and classes of 
industry which might provide more ample 
opportunities of employment to the 
rapidly increasing numbers of new en¬ 
trants to the labour force? Also, what 
is the extent to which these development 
banks have themselves mobilised resour¬ 
ces which they have ploughed into in¬ 
dustry, and (o what extent have these 
resources been derived from budgetary 

g rants which in turn might be deficil- 
nanced? 


The papers and discussions in this 
booklet make extremely instructive read¬ 
ing. The reader realises the vast trans¬ 
formation that has come about in the 
banking sphere after the end of World 
War II and the potential which the 
development banks possess for bringine 
about rapid industrial growth. While 
development banking in India has been 
marching ahead and is likely to serve as 
a model for other developing countries 
in Asia, it has itself to solve some of 
the problems which arc all ably under¬ 
scored in this extremely readable book* 
let. 


LESSONS FROM DROUGHT 

Parched Earth—The Maharashtra 
Drought 1970-73 is a gripping account 
of tjie worst drought which Maharashtra 
experienced in its history and the manner 
in which the government and people of 
Maharashtra rose as one man to success¬ 
fully meet the challenge. The author, 
V. Subramanian who was then Secretary 
of Revenue and Forest department which 
coordinated the entire work of relief 
operations, is naturally in the best posi¬ 
tion to write about this unprecedented 
drought and the manner in which it was 
successfully met. The main interest of this 
book lies in this that appropriate lessons 
can be drawn for the fnture, should any 
such or similar emergency arise in this 
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or any other state of India or for that 
matter in the country. 

There is no doubt that the drought 
between 1970 and 1973 was a period of un¬ 
precedented agony. The scale of distress 
was colossal. Of about 33,800 villages in 
Maharashtra, 23,062 villages in 1970-71, 

11828 villages in 1971-72 and 25,488 villages 
in 1972-73 had to be declared as drought- 
affected and scarcity areas. A population 
of nearly three crores in the rural areas 
was inexorably caught in the vortex of 
this drought, Production of foodgrains 
was less than normal by about 18 per 
cent in 1970-71, 29 per cent in 1971-72 
and 54 per cent in 1972-73. During 

1971- 72, a total expendituse of Rs 40.33 
crores was incurred on relief works; in 

1972- 73 the expenditure mounted to 
Rs 75*71 crores and during the year 

1973- 74 upto December 31, 1973, a sum 
ofRs 136.83 crores was spent on relief 
operations. 

fantastic achievements 

The achievements as a result of this 
expenniiure were fantastic. The report 
states that 21.68 lakh hectares were 
bunded; the construction of 4,801 minor 
irrigation and percolation tanks was 
commenced and of these 1,475 completed 
during the drought period itself; 586 
canal excavation works were completed 
with a total length of the canals excavated 
being i,859.5 kilometres; 56,686 
community wells were commenced and in 
17,468 of these water had been struck 
and steps were being taken to complete 
the wells so that they would result in a 
permanent addition to the available 
water resources mainly for irrigation. 
Also 78,184 kilometres of earthwork of 
roads were competed and 58,798 kilo¬ 
metres of roads were brought to safe 
stage on which state transport buses 
started operating. Besides these, a num¬ 
ber of village tanks were constructed, 
canals and wells desilted and affore¬ 
station work taken up. * 

What was the secret of the re¬ 
markable success in meeting the 
challenge of the three-year drought? 
According to the author, the pride of 
place goes to the Maharashtra cabinet 
which under the inspired leadership of the 
then chief minister V.P. Naik galvanised 
themselves and the otherwise slow- 
moving bureaucracy into unprecedented 
activity. All red-tape and procedural 
barriers were set aside and a pragmatic 
approach adopted to deal with variegated 
problems in different parts of the state 
as and when they arose. The adminis¬ 
tration showed extraordinary resiliency 
and. moral strength in rising to the 
occasion. The near-perfect coordination 
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of the activities of the government, zilla 
parishads and village panchayats very 
greatly contributed to the successful 
weathering of the dust-storm. And very 
naturally the quiet courage of the people 
of Maharashtra should be given the 
pride of place for it is they who were 
the sufferers and had to gather enough 
moral and physical courage to withstand 
the extraordinary times for extraordinari¬ 
ly long period of three years. No praise 
is loo high for the ordinary men, women 
and children of villages from Maharash¬ 
tra who suffered physical privations and 
hardships with almost stoic heroism. 

happy developments 

The author has drawn pointed atten¬ 
tion to some of the happy developments 
which resulted from this unhappy 
drought. The drought has brought about 
important social and economic conse¬ 
quences as also attitudinal changes 
which may appear to be leaving a more 
or less permanent mark on the lives of 
the people of Maharashtra. 

The drought brought out women 
from their hearths and homes to 
the relief works so that they could 
eke out their livelihood with self- 
respect and pride, even though suffering 
from a natural calamity. It was not 
merely the women from working class 
who were brought out to relief camps 
but also women from well-to-do families 
owning 100 acres or even more. They 
lost their shyness and showed qualities 
of courage and ability to face disaster. 
They also become vocal in their demand 
for work and quick to complain about 
irregular payments and against malad¬ 
ministration. It can be presumed that 
women who have gone back with such 
experience will not be the shy weaker 
sex of the pre-famine days. 

The drought of 1970-73 also proved 
a merciless leveller between landowners 
(of even up to 100 acres) and landless 
labourers who till the other day were 
like mute and dumb cattle. Peasants and 
proprietors stood in the same queue 
for receiving relief wages. Drought seems 
to have proved more effective in reduc¬ 
ing barriers between the rich and the 
poor from rural areas. The spirit of 
cooperation between them blossomed 
and both shared their grief together 
with fortitude. 

Government also came to know howto 
organise relief works at local centres so 
that each got work within a radius of 
five kilometres from his village. There 
were hardly any large-scale migration 
from village to village or from villages to 
urban centres. 

Another experience was that the igno- 
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rant and mute peasants began to be 
vocal against grievances such as short 
measurements, delayed payments, lack of 
amenities, false musters, lack of suffi¬ 
cient tools, inadequate medical faci¬ 
lities, meagre supply of foodgrains and 
so on. One can therefore say that drou¬ 
ght in Maharashtra has helped in taking 
the first step towards the organisation 
of rural agricultural labour unionism 
among agricultural labourers who until 
the other day were an inchoate mass of 
individuals. It can be definitely said that 
“the days when agricultural labour could 
be taken for granted and their economic 
and social conditions could be ignored 
are well-nigh gone /orever.” 

Also different types of barriers were 
levelled down. The barriers of caste and 
creed got demolished on the relief cen¬ 
tres and so were the distinctions between 
rural population and urban population 
who realised their responsibilities to¬ 
wards their rural brethren. For example, 
the sophisticated, highly intelligent and 
ease-loving students of medical colleges 
in cities responded magnificiently to 
the call of duty for service to the poor. 
Another barrier which collapsed during 
the drought years was the allergy 
among the educated classes to manual 
labour. The drought and relief works 
achieved what years of basic education 
had failed to do. 

saga of endeavour 

There is no doubt that the worst- 
ever drought in Maharasthra of WO¬ 
TS represented a saga of endeavour and 
achievements in which government (both 
union and state), non-official agencies, 
local bodies and above all the people 
worked in close and voluntary coopera¬ 
tion. The enormous number of produc¬ 
tive works completed during the drought 
years would add permanently to the 
productive assets in the state. Under the 
shadow of a great crisis, every one rose 
to peaks of activity to help others realis¬ 
ing that every man is his brother’s keeper. 
No doubt, if the drought years were the 
most miserable years, they were also the 
finest hour in the history of Maharashtra. 
We get an excellent account with the 
embellishments of all the necessary facts 
in this book by V. Subramanian. 

Some questions arise in one’s mind as 
one comes to the end of this well-written 
and well-documented book. How is it 
that more productive agricultural assets 
could be created in Maharashtra during 
the three years of history’s worst drought 
with all its scarcities of financial and 
teal resources than during all the years 
since independence with better resource 
position? How is it that administration 
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at all levels works in dose cooperation 
and whole-heartedly only during emer¬ 
gency and not during normal years? After 
all the standard of living of the mass 
of people in Maharashtra is quite low 
and only slightly better than the low 
standard of living forced on them by the 
drought years. If this is so, why is it 
that during normal times the adminis¬ 
tration and the people do not girdle their 
loins to fight mass poverty and provide 
employment to the unemployed and 
underemployed? Is it that government 
and people are accustomed to work hard 
only under one type of calamity or an¬ 
other, natural or man-made? The ques¬ 
tions are relevent because Maharashtra 
again lapsed to the original level 
and into its traditional pattern of 
behaviour making nonsense of 
most of the gains claimed out of the 
catastrophy of 1970-73 by the author. 

This behaviour-pattern of governments 
in India as also of the people of rising 
much above the normal level only under 
pressure or emergency needs to be ana¬ 
lysed carefully as such a psychological 
make-up has dangerous implications. 

SIGNIFICANT ROLE 

Role of Nominee Directors of Financial 
Institutions contains the papers and 
proceedings of the seminar held by the 
Management Development Institute, New 
Delhi, in Bombay in January 1975 on 
the subject. 

As a result of the acceptance of the 
recommendations in the report of Indus¬ 
trial Licensing Policy Enquiry Committee 
and as an adjunct to the right conferred 
on public financial institutions to 
convert loans into equity, the public 
financial institutions have been exercis¬ 
ing the right of appointing the nominee 
directors on the boards of assisted com¬ 
panies. The right of nomination, it is 
claimed, h not being exercised arbitrarily 
but on a selective basis, the guiding 
factors being the type of concern and the 
magnitude of assistance granted to it. 
It has become obligatory for the public 
financial institutions to nominate direc¬ 
tors on concerns to which substantial 
financial assistance has been granted. 
Naturally the role of nominee directors 
has assumed great significance. The 
seminar has done much to throw light 
on the vexed problem, which if not 
satisfactorily solved is likely to have 
adverse effect on the industrial growth 
of the country. 

We learn from the discussions that 
the role , of nominee director which had 
been that of a passive agent and watch 

698 


doghas become more active and purpose¬ 
ful consequent on the issue of guidelines 
in that he is now expected to take part 
in the deliberations concerning overall 
management policies directed to expan¬ 
sion and development of the company 
operations, without interference in the 
day-to-day working of the concerns. The 
nominee director is now expected to 
make his presence felt. But it is made 
clear that this does not imply that he is 
to play the role of a leader. This is to 
be avoided as it could create conflict 
with core management. 

active strength 

T his means that though public finan¬ 
cial institutions might have financed a 
concern to the extent of 80 to 85 percent 
of the cost of the project directly or 
indirectly, the institutional nominees 
are not expected to substitute the core 
management of projects. They are how¬ 
ever to actively strengthen and supplement 
the efforts of the boards of such concerns. 
It was made clear that the nominee 
director has to scrupulously eschew a 
role which aroused fears or lent an im¬ 
pression that the existing management 
was suspect in the eyes of the financial 
institutions. It is good that the role of 
the nominee directors of the public finan¬ 
cial institutions has been made clear by 
the highest authorities speaking on behalf 
of the government, because the all-India 
financial institutions have already ap¬ 
pointed 223 nominee directors—149 offi¬ 
cials and 74 non-officials—on 362 com¬ 
panies. 

It was also made clear that the board 
of a company was not a substitute for a 
strong anu viable executive management 
charged with the responsibility of day-to- 
day management. The board of course 
has the responsibility of selecting a chief 
executive and other important functio¬ 
naries to forma strong team to steer the 
affairs of the company. A nominee 
director as a member of the board shared 
the responsibility of framing the corpo¬ 
rate objectives and polices, their imple¬ 
mentation through skilled professionals* 
and review of performance through an 
appropriate monitoring and reporting 
system. It was also felt that the extent 
and role of the nominee director would 
in a larger sense be determined by an 
assessment of the quality and depth of the 
management of the concern on whose 
board he was appointed by the insti¬ 
tution. 

Should a nominee director be a member 
of the management committee hkely to 
be constituted by a company ? After an 
animated discussion the general view 
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arrived at appeared to be that a nominee 
director in normal circumstances should 
not be associated with such management 
committees. But it was also felt that 
where there has been derault or vaccum 
in management, the nominee director 
should not shy away from association 
with the management committee even 
though this committee came to be vested 
with the responsibility of taking opera¬ 
tional decisions. 

interesting point 

An interesting point raised during the 
discussion was the extent to which the 
nominee directors should scrutinise the 
contracts in which the other directors 
of I he company were interested. Though 
the nominee directors while signing the 
relevant papers did bring out the fact of 
their neutrality in such matters, it was 
felt that such contracts required more 
attention on the pari of nominee direc¬ 
tors. if they were not to get involved in 
any awkward situation unknowingly, even 
at some future date. 

The importance of selecting judiciously 
,the persons for being nominated as 
directors on the boards of companies 
could not be overemphasised. It was 
also agreed that nominee directors might 
be encouraged to communicate with the 
financial institutions which should if 
necessary brief them. It was also neces¬ 
sary that nominee directors should not be 
dogmatic in their approach in encourag¬ 
ing the companies to have proper systems, 
conventions, management practices and 
proper controls. It was expected that 
the nominee directors appointed by 
public financial institutions will try to 
harmonise the interests of the company, 
the financial institutions they represented 
and the general consumer. 

Whether the private companies like it 
or not, the institution of nominee direc¬ 
tors appointed by the public sector finan¬ 
cial institutions have come to stay. 
While some recalcitrant managements 
need some restraints, it is also equally 
true that nominee directors must also 
appreciate the short-term and long-term 
problems of the private companies and 
must adjust themselves accordingly, ins¬ 
tead of merely serving as watchdogs of 
the financial institutions. It is satisfying 
that this problem of the role of nominee 
directors was thrashed out and clari¬ 
fications came from the highest quarters. 

ECONOMICS OF EGGS 

Dr D. S. Sidhu of the Punjab Agri¬ 
cultural University has carried out a 
painstaking analysis of demand for and 
supply of eggs. Demand and Supply of Eggs 
is a reviseaversion of the author’s Ph.D. 
dissertation accepted by the Indian Agri¬ 


cultural Research Institute, New Delhi, 
in 1970. 

The analysis in this book assumes 
great significance against the background 
of need for diversification of Indian agri¬ 
culture. Also poultry industry is gaining 
popularity and egg consumption is 
mounting. None has attempted so far 
investigation in respect of demand and 
supply of eggs because of lack of data on 
income, family consumption pattern and 
place of eggs in family consumption. 
None has cared to work out the input- 
output relationship in egg-production. 
All the e matters as also the nature of 
demand and supply of eggs remained 
purely a matter of guesswork. This 
meant there were hardly any guidelines 
for the poultry industry in India to go by. 
It need hardly be emphasised that an 
understanding of the causes of variations 
in demand and supply of eggs would be 
of great relevance to egg-consumers, 
polutry farmers and agricultural policy¬ 
makers. This knowledge will help stabi¬ 
lisation of poultry industry by preventing 
recurring production cycles which often 
prove quite disastrous to the industry. 

quantitative estimate 

The author has made an attempt in 
this book to make quantitative estimates 
of those factors w hich affect demand for 
and supply of eggs with a view to deter¬ 
mining the income elasticity of demand 
and the price elasticities of demand and 
suppply of eggs. Since no time-series 
data was available, cross-sectional data 
for one year front a panel of randomly 
selected consumers were collected from 
Ludhiana market w' ich happerns to be 
the most important egg market in the 
Punjab state. 

The author has found from his ana¬ 
lysis of the annual demand data that 
“egg consumption was significantly 
affected by income level and occupation 
of the household'’. It is found that 
income elasticity of demand was higher 
for rural consumers as compared with 
urban consumers; and among rural popu¬ 
lation, it was higher among farming 
occupation than for service groups. It 
appears that the main reason for this 
difference in elasticities was that rural 
groups in general and rural farmers in 
particular started consuming eggs at 
higher income levels as compared with 
urban groups due to comparatively easy 
availability of milk in rural areas. 
Lower income rural consumers generally 
happen to meet their nutritional require¬ 
ments from milk and milk products. 

It was also found from the analysis 
that income elasticity of demand for eggs 


was less than unity for urban-in-service 
households (both husband and wife em¬ 
ployed), and was about unity for urban- 
in-service households (one person of the 
household employed). It was more than 
unity for businessmen. The income elasti¬ 
city of demand for eggs was more than 
unity for farming and service households 
in rural areas. On the whole, for tne 
pooled (rural plus urban) households, 
the income elasticity demand for eggs 
was slightly more than unity. 

marginal propensity 

Another finding of the author from 
the demand analysis is that marginal pro¬ 
pensity to consume eggs for different 
occupational groups did not differ signi¬ 
ficantly from each other. However, 
because of the differences in the levels 
of demand functions for various occu¬ 
pational groups, the average pro¬ 
pensity to consume eggs did not differ 
significantly from each other. This 
finding of the author can be made use of 
for predicting demand for eggs. 

Analysis based on monthly observa¬ 
tions of urban consumers indicated that 
significant variables influencing demand 
for eggs were income of consumers, tem¬ 
perature and humidity. The author 
was not in a position to find out the 
effect of prices of eggs on demand for 
eggs because of multicollinearity between 
temperature and egg prices and availa¬ 
bility of one year data only. It was also 
found that the month to month shifts in 
demand function for eggs due to changes 
in weather conditions were more as 
compared to shifts in egg supply func¬ 
tions. 

The author is of the opinion that the 
increased demand and supply of eggs 
are likely to put more pressure on the 
existing marketing system which should 
therefore be strengthened and rationa¬ 
lised beforehand so that the expected 
increase in egg supplies is handled and 
disposed of efficiently by the market 
functionaries. This will certainly give 
fillip to poultry industry as efficient 
marketing system eliminates wastes at 
various levels. This would benefit both 
producers and consumers. 

Another finding which has emerged 
from the author's analysis is the seaso¬ 
nal pattern of egg consumption. The 
demand for eggs is found to be negatively 
correlated with temperature and humi¬ 
dity. As egg consumption is much lower 
in summer than in winter, this causes 
price slump during summer. This results 
in setback to poultry industry. According 
to the author it is essential to educate 
consumers that egg consumption causes no 
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harm in summer. But since consumption 
habits cannot be changed in the short- 
run, the establishment of cold storage 
facilities to carry over surplus eggs 
from summer to winter months wih 
help in orderly marketing of eggs. 

Though this book is primarily addres¬ 
sed to research scholars who are interes¬ 
ted in the application of econometric me¬ 
thods to the field of agricultural market¬ 
ing, it will also be found useful to egg 
consumers, poultry farmers and policy¬ 
makers who are thinking of diversi¬ 
fying Indian agriculture. The poultry 
farmers can make rational decisions with 
respect to feeding schedules, for maxi¬ 
mising production returns, for making 
orderly sales and timely advertisement 
appeals; and policy-makers can help in 
accelerating development of the poultry 
industry and prevent recurrent produc¬ 
tion crises on the basis of information 
contained in this book. Poultry industry 
as an adjunct to agriculture has great 
potentialities. But economics of poultry 
industry has hardly received any atten¬ 
tion so far. Dr D.S. Sidhu has therefore 
made a positive and significant contribu¬ 
tion to this field neglected for long. 

DIMENSIONS OF SCARCITY 

The authors of The Politics of Scarcity 
are of the opinion that the perceptions of 
the economists must be combined with 
the talents of the historian, engineer and 
many others to add further dimensions 
of relevance to the analysis of this pro¬ 
blem. The problem of irreplaceable re¬ 
sources such as crude oil and minerals is 
vital and <( the decade ahead will be crow¬ 
ded with complex and far-rcaching policy 
choices on resources... .There is an 
urgent need to establish the right frame 
for these choices.” The oil story after 
1970 provides a particularly dramatic 
example of how radical and sudden chan¬ 
ges can take place in the arena of natu¬ 
ral resources and how deeply they can 
arouse wide international issues. The 
joint authors have therefore thought it fit 
to enlarge the terms of recent debate ab¬ 
out not just oil but non-renewable natural 
resources by reviewing and analysing 
the broader questions in international 
relations posed or sharpened by 
developments in the consumption and 
ownership of resources in a period rou¬ 
ghly defined as up to the end of the pre¬ 
sent century. The hypothesis put for¬ 
ward is that “there is a dynamic process 
at work which cannot be fully classified 
in the categories of either economic or 
political analysis taken in isolation.** The 
problem has to be tackled in an inter¬ 
disciplinary way. 

It is seen that as economic growth 
continues advanced industrial resource¬ 


importing countries are becoming more 
dependent on less developed resource¬ 
exporting countries. Also, some major 
importers such as the USA are also signi¬ 
ficant owners of at least some of the 
natural non-renewable resources, while 
others like Japan are almost completely de¬ 
pendent on imports of important resour¬ 
ces. In general terms, a set of reciprocal re¬ 
lationship is emerging between industrial 
importers and less developed exporters 
such that the increasing dependence of 
the former is reflected to varying degrees 
in the increasing bargaining strength of 
the latter as is evident by the formation 
of OPEC. 

There is also a disperate group of re¬ 
latively developed nations (USSR, China, 
Australia and Canada) in whose case self- 
sufficiency in many resources offers them 
both insulation from the increasing poli¬ 
tical and economic pressures of depen¬ 
dence and also the option of acting to 
advance their own interests in a situation 
created by the imposition of such pres¬ 
sures on others. Then there are also coun¬ 
tries such as India which do not possess 
adequate natural resources for their own 
needs and which still require to import 
many raw materials. According to the 
authors, “new dimensions for political 
analysis arise from the matrix of inter¬ 
actions between the four groupings in this 
quadrilateral: developing exporters, deve¬ 
loped and developing importers, and the 
self-sufficient.” 

new solutions 

According to the authors, resource- 
based issues will have an impact on the 
framework of international politics by 
reviving problems to which old solutions 
(such as colonial policies) may not be ap¬ 
propriate, by highlighting or modifying 
current problems and their means of 
resolution and by creating entirely 
new problems requiring altogether 
new solutions. Colonialism of the 19th 
century was one way of solving these pro¬ 
blems of international relations arising 
out of non-renewable valuable resources. 
But it is generally held that at present, 
overt military solutions to resource sup¬ 
ply problems are unlikely to be sought by 
rich resource-consuming countries against 
recalcitrant, less developed resource-ex¬ 
porters. The authors therefore believe 
that alternative means of resolving such 
conflicts must be sought. 

The solutions must be found against 
a particular background. The big inter¬ 
national corporations through which 
trading in oil and minerals is generally 
carried on have come to be considered as 
a sort of challenge to the sovereignty by 
resource-exporting less developed coun¬ 


tries. Also the sharply increased prices 
of non-renewable resources make avail¬ 
able to less developed countries foreign 
exchange badly needed for their econo¬ 
mic development. 

The authors have made it clear that 
according to them the resource challenge 
confronting the international community 
is not the problem of halting consump¬ 
tion in the face of a fixed and diminish¬ 
ing or deplecting resource inventory. The 
authors firmly believe that technology 
will solve problems in due course of ex¬ 
ploration, extraction and substitution. 
This applies even to oil which ; s so pro¬ 
minently in the picture at present. For 
days before 1980 there are sufficient re¬ 
serves of fuels to cope with probable 
levels of energy demand. This means 
that the energy problem can be managed 
as indeed it should be. With the long¬ 
term future in mind, it is essential that 
investment decisions for the development 
of new fuels should be taken also in the 
short and medium terms, given the long 
lead times of such projects. Attempts 
must also be made to develop rapidly 
fuels other than crude oil. 

managerial solution 

The authors have argued that sud¬ 
den increases in prices of a commo¬ 
dity such as oil cannot be easily 
accommodated in the economy of a 
country. This suggests that inflation¬ 
ary pressures are likely to be enhanced in 
industralised countries. And yet the 
thesis of the book is that “Within limits 
set by politics... .we believe that there 
does exist a managerial solution to the 
problem by adopting a new pattern of 
fuel consumption and production. An 
urgent necessity for industrial oil-import¬ 
ing countries is therefore to develop en¬ 
ergy policies designed to stimulate a 
coherent pattern of fuel demand, pricing 
and investment decisions against an ap¬ 
propriate time-table. In other words, an 
approach rooted in the realities and con¬ 
straints of international politics had to 
complement the approach of economic, 
engineering, and project management.” 

The authors want that the immediate 
problems in respect of depleting resour¬ 
ces should be solved by developing har¬ 
monious basis for the joint management 
of an asymmetrical economic interdepen¬ 
dence. They also want that the ground- 
rules must be laid down before the atti¬ 
tude of the resource-exporting countries 
hardens—as it has happened to some ex¬ 
tent in the case of OPEC! group—towards 
industrialised countries. At present only 
the USA seems to have an option of 
developing long-term supplies of broad 
range of sources of energy from indigo* 
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nous resources. This means the* most 
of the industrialised nations have no 
choice but to adopt a policy of enhanc¬ 
ing the security of supplies from develop¬ 
ing exporters, within titter a bilateral or 
multilateral framework. 

The authors fear that the process of 
accommodation between rich importers 
and developing exporters will be a difficult 
one and the problems may be companded 
by the oblique entry into the arena of 
those nations in the categories the authors 
have called the independents and the poor. 
The authors are unable to predict what 
the fate of the poor will be in this con¬ 
flict, should accommodation prove diffi¬ 
cult. The exporting countries must be 
made to feel that they are a part of world 
economy and they have a commitment to 
other nations. This according to the 
authors is the only hope for the poor 
nations such as India. 

The authors appear to be neither 
very hopeless nor very complacent 
about this problem of depleting re¬ 
sources like oil and metals. They re¬ 
ject the view of world exhausted of essen¬ 
tial raw materials. But at the same time 
they have warned about the economic 
hardships and possible international con¬ 
flicts. The only satisfactory solution to 
this problem appears to be the one sug¬ 
gested by the authors—efficient national 
management combined with cooperative 
international exercise of a coherent politi¬ 
cal will by the producers and consumers 
of resources alike. It is to be seen whe¬ 
ther the world would be any wiser and 
adopt cooperative approach in regard to 
this vital issue which affects ai! countries. 

ELEMENTARY EDUCATION 

J.P. Naik is a well-known name in the 
field of education with decades of expe¬ 
rience behind him. In his Elementary 
Education in India he has made an at¬ 
tempt to present the whole set of issues 
in tneir historical perspective and what 
is more important has given a programme 
of action which is the result of his long 
and varied experience in the field. 

J.P. Naik has maintained that “Edu¬ 
cation needs to be transformed into a 
powerful instrument of social change and 
closely linked to national development.** 
Unlike the present system of education 
which is oriented towards classes, . he 
wants the education to be primarily orien¬ 
ted to the masses of Indian people and 
create among them a new sense of aware¬ 
ness; It should release their productive 
capacity and enable them to participate 
in nation-building activities. 

With these ends in view J.P. Naik has 


drawn an ‘Educational Charter* which is 
as follows: 

The author wants that ‘‘one-third to 
one-half of working time in all educa¬ 
tional institutions at all stages shall be 
devoted to active participation in pro¬ 
grammes of social service and national 
development.** He lays emphasis on 
manual labour, programme of adult edu¬ 
cation, programmes of senior students 
teaching juniors and so on. 

In the second place, according to the 
author, there is at present exclusive de¬ 
pendence on the formal system of educa¬ 
tion with its single-point entry, sequen¬ 
tial promotion, full-time instruction, and 
full-time professionalised teachers. “The 
most urgent reform therefore is to trans¬ 
form the present educational structure 
with the introduction of a large non- 
formal element.** He has emphasised 
the idea of multiple-entry programme, 
part-time education, part-time correspon¬ 
dence courses and so on. 

lopsided development 

In the third place, the benefits of Rs 
1300 crores spent on education every year 
at present go mostly to classes at the 
top only as is clear from the fact that 70 
per cent of the total population is still 
illiterate. “This distortion of benefits 
must be immediately corrected and, on 
grounds of social justice, the masses must 
get the full benefits of educational system. 
For this the author has emphasised items 
such as programme of adult education 
built round citizenship, family planning, 
vocationalisation. programmes of non- 
formal education, universalisation of ele¬ 
mentary education and higher education 
on selective basis and so on.** Radical 
policies have, therefore, to be immedia¬ 
tely devised at the secondary and univer¬ 
sity stages to counteract these evils.” The 
programme should aid at social cohesion 
and national integration, rigid control 
over establishment of secondary # schools 


and colleges, emphasis on quality rather 
than expansion, delinking of degrees from 
jobs, vocationalisation and so on. The 
author has emphasised that “To be suc¬ 
cessful, however, educational program¬ 
mes need, not only funds but sustained 
hard work, an ethical atmosphere, and 
cultivation of proper values by the entire 
academic community.** The author wants 
that teachers should enforce themselves 
the code of highest professional conduct, 
students should try to cultivate the basic 
values of democracy, socialism and secu- 
ralism and educational institutions should 
eradicate inefficiency. 

radical steps needed 

Since education is closely linked with 
life, J.P. Naik wants the introduction of 
radical socio-economic programmes to 
deal with economic inequalities by reduc¬ 
ing the levels of living of top 30 per 
cent of population to improve living 
of the bottom 70 per cent, a national 
wage-income policy to - that end, a 
few standard patterns and qualities of 
cloth (instead of thousands of varieties at 
present), wearing of simple uniform by 
all students and teachers, working of all 
offices and institutions on only five days 
of the week and on the sixth day “all 
employees of such offices (from the prime 
minister to the lowest chaprasi) should 
participate actively in programmes of 
social and national service (involving 
some manual labour) in their own com¬ 
munities.” The central and state govern¬ 
ments should muster the needed political 
will to execute along the above lines 
educational programme (along with social 
and economic programmes) adumberated 
by J.P. Naik. 

There is no doubt that the educational 
system in India inherited from the colo¬ 
nial past needs radical transformation. 
While therefore the diagnosis of the 
author is fairly correct, the programme 
of action he has chalked out appears to 
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be just a statement of the things the 
author desires in the educational field. 
The author has not cared to work out 
the implications of most of the suggest 
tionshehas made. The programme he 
has suggested is more likely to bring 
chaos in the educational field than prove 


to be instrument of orderty transforma¬ 
tion of Indian society. We bad two well- 
known academicians at the centre and 
both proved dismal failures. Society 
should be wary of the monomaniacs, whe¬ 
ther in the field of cooperation or educa¬ 
tion. 


Chinese checkers 

Reviewed by Pritam La! 

China and the Third World : Devendra Kaushik; Sterling Publishers Pvt. Ltd, New 
Delhi; Pp 96; Price Rs 25. 


As started by Dr Kaushik in the pre¬ 
face of the book, the present work is an 
attempt to analyse and interpret Maoist 
China’s strategy in the “Third World”. 
It seeks to examine both the theoretical 
framework and the practical aspects of 
Peking’s policy towards the developing 
countries of Asia, Africa and Latin 
America with whom it claims a special 
kinship. 

Peking's desire to become the leader 
Of the “Third World” and utilise it as an 
instrument for accomplishing its hege- 
monistic plans isfwhat mainly determines 
its foreign economic policy in the deve¬ 
loping countries. Such Asian, African 
and Latin American states which looked 
to China’s economic and technical assis¬ 
tance in recent years, have had to learn 
in a bitter way that Peking places in the 
foreground its own hegemonistic plans, 
and is, therefore, not interested in the 
industrialisation of the “Third World” 
countries, which alone can be a founda¬ 
tion of their political and economic in¬ 
dependence. 

Why dots China follow such a course 
which is detrimental to the interests of 
“Third World”, the author asks. The 


place and role of the <€ Third World” 
countries in the foreign policy plans of 
China changed when Peking departed 
from the socialist course, says Dr 
Kaushik. The history of the past ten 
years testifies that there was one aim for 
China’s attempts to penetrate the Asian, 
African and Latin American countries 
and consolidate its influence there—it 
was the aim of weakening the inter¬ 
national positions of the Soviet Union 
and other socialist countries. The Maoist 
policy of undermining friendship between 
the developing countries and the Soviet 
Union proves that Peking is becoming a 
direct assistant of imperialism. 

In the book China and the Third World , 
Dr Kaushik has scholarly traced the mer¬ 
curial course of Peking’s policy towards 
the “Third World”, bringing out its close 
links with the vagaries of Maoist domes¬ 
tic policy. On the basis of incontrover¬ 
tible facts, he has exposed the highly op¬ 
portunistic character of Peking’s policy 
towards the developing countries with 
whom China claims a special kinship. 

The book is of great interest for scho¬ 
lars and research students specialising on 
China. 


Spicy commentary 

Law of Mineral Concessions in India : Prahlad Rai Sharma; Ashok Publications, 
Vinay Niket, Barodiya Scheme, Kabir Marg, Jaipur; Pp. 368-fxiii; price Rs 50. 

Reviewed by B. Ganapathy Sarma 


The author, Mr Prahlad Rai Sharma, 
an IAS Officer, who has been awarded 
cash prizes on two of his earlier publi¬ 
cations on Sales Tax Law, attempts in this 
scholarly publication to throw a flood of 
light on a narrow yet a vital segment of 
Administrative Law as it relates to the 
operations of the mines and mineral trade 
in India. He has ably analysed and criti¬ 
cally examined a wealth of case laws pro¬ 
pounded in the various judgments of the 
higher juidiciary, while discussing the legal 
aspects and remedies available under the 
existing legislative, regulatory and 
administrative provisions on the subject. 
The commentary is spicy, arrangement 
Atiperb and scientific and contents com- 
prehensive and exhaustive This is indeed 



a valuable addition to the current legal 
literature. 

In the foreword. Dr Nagendra Singh, the 
Judge of the International Court of 
Justice, The Hague, has expressed his firm 
conviction that “this significant field of 
law will gain more and more importance 
as the country develops and the mineral 
resources are exploited to the fullest 
possible extent. On the whole this 
pioneering work, with its incisive, stimulat¬ 
ing and balanced exposition will be of 
absorbing interest and immense help to 
lease holders both existing and prospective 
ones, legal practitioners, and executives in 
government and public sector units dealing 
with admini tration of mines and minerals. 
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TRADE 

WINDS 


Facilities for Business 
Travel 

The government of India 
has decided to liberalise re¬ 
lease of foreign exchange for 
business travel and to simpli¬ 
fy the procedures connected 
with the exchange applica¬ 
tions. These decisions are 
aimed at facilitating business 
travels abroad as a part of 
government’s drive to boost 
exports. The liberalisation 
measures which were decided 
' by the Cabinet Committee on 
Exports presided over by the 
Finance minister, Mr C. 
Subramaniam, relate to those 
who are entitled to blanket 
permits, other exporters and 
those who want to enter the 
export business. 

For those who are entitled 
to blanket permits, the ques¬ 
tionnaire required to be filled 
by them would be suitably 
amended to provide for all 
necessary information so that 
no back reference is required. 
Blanket permits arc given to 
exporters of traditional goods 
with a minimum turnover of 
Rs 75 lakhs a year and of 
noil-traditional goods with an 
export turnover of Rs 15 lakhs 
a year. 

Blanket Permits 

In case of consultancy 
firms, the blanket permits are 
issued on an export perfor¬ 
mance of Rs 5 lakhs. The 
holders of blanket permits 
have to go only to their banks 
to obtain foreign exchange. 
The applicants for these 
permits will now be informed 
before hand of the acceptable 
countersigning authority for 
the bank certificate. A Deputy 
Controller of the regional 
offiee of RBI will be authorised 
to issue there permits. Credit 
reports from applicants’ ban¬ 


kers would be obtained on ex 
post facto basis. 

Entitled for Foreign Exchange 

The holders of blanket per¬ 
mits would now also get for¬ 
eign exchange for surface 
transport and entertainment. 
Twenty per cent of theexisting 
per diem allowance will be 
allowed additionally for meet¬ 
ing surface transport and other 
contingent expenditure. They 
will also be permitted to ex¬ 
pend upto 10 per cent of the 
permit’s value on entertain¬ 
ment, provided the teams led 
by chairmen or the directors 
do not spend more than 
£ 100 per trip and £ 50 in case 
the negotiating team is led 
by other senior executives. 

So far the blanket permits 
carry the name of the holder 
and could be utilised only 
by him. Now onwards no 
names would be endorsed on 
the permits so that the mange- 
ment can depute any indivi¬ 
dual of the concerned export 
house. Similarly, the number 
and composition of the delega¬ 
tion would be decided by the 
exporter, provided he operates 
within the overall value of 
the blanket permit. 

The Reserve Bank is being 
asked to enhance the value 
of blanket permits, as a matter 
of course, in case the exports 
have increased or when the 
concerned applicant can pro¬ 
duce sufficient reasons for 
undertaking a large number 
of trips abroad. Those 
export houses who are entitled 
to blanket permits would 
also benefit from this 
decisions. For example, those 
concerns exporting non tradi¬ 
tional goods between Rs l 
lakh to Rs 10 lakhs and 
traditional goods between Rs 
5 lakhs and Rs 15 lakhs 


would be allowed two trips a 
year as a matter of course. 

Concerns having no ex¬ 
port performance to their 
credit but desirous of entering 
this area would be allowed 
one exploratory visit after RBI 
has satisfied itself regarding 
bonafide nature of the visit. 
Because of the additional 
allowances recommended now 
the value of blanket permits 
would be suitably enhanced. 
Since blanket permit is a spe¬ 
cial facility, passages under 
these permits would have to 
be booked through Air India. 

Programme for 
Prohibition 

The government of India, 
on the recommendations of 
the Central Prohibition Com¬ 
mittee, has been advocating 
a number of measures with a 
view to reducing the con¬ 
sumption of alcoholic bever¬ 
ages and preparing the ground 
for the introduction of total 
prohibition. Government has 
resolved to pursue the follow¬ 
ing minimum programme for 
implementation, beginning 
from October 2, 1975, the 
Gandhi Jayanti Day: (i) Dis¬ 
continuance of advertisements 
and public inducements re¬ 
lating to drink, (ii) Stoppage 
of drinking in public places 
like hotels, hostels, rest¬ 
aurants and clubs and at 
public receptions. (iii> 
Banning of liquor shops near 
industrial, irrigation and 
other development projects in 
order to keep away the work¬ 
ers from drinking, (iv) No 
liquor shops to be allowed 
along highways and residen¬ 
tial areas in towns and vill¬ 
ages, nor anywhere near edu¬ 
cational institutions, reli¬ 
gious places and colonies of 
labourers, (v) Pay days in 
different areas to be uniformly 
•dry’ days, (vi) Strict restric¬ 
tions to be enforced on motor 
vehicle drivers and pilots; any 
infringement of rules to be 
punished with the cancella¬ 
tion of their licences for a 
sufficiently long period, (vii) 
Government servants of all 
categories, including em¬ 
ployees of public undertakings, 
to abstain from drinking in 
public, drunkenness while on 


duty to be severely punished, 
(viii) No new liquor shops to 
be opened in any part of the 
country merely to earn more 
excise revenue, (ix) No licence 
for creation of additional cap¬ 
acity or expansion of existing 
capacity for distillation or 
brewing of alcoholic drinks to 
be granted save in 100 per cent 
export-oriented cases, (x) 
The existing legislation to be 
tightened up with a view to 
punishing the guilty more 
effectively. Special Mobile 
Police Squads to be organised 
for the purpose where neces¬ 
sary. (xi) Widespread and 
concerted propaganda by 
official as well as non-official 
agencies against the evil of 
drinking, (xii) Leaders of 
public opinion to set the tone 
by their personal example. 
It was earnestly hoped that 
state governments, voluntary 
organisations and the public 
at large would extend their 
unstinted cooperation in the 
implementation of the above 
mentioned programme. 

Committee for Banking 

A 22-mcmber National In¬ 
dustrial Committee for Bank¬ 
ing Industry has been con¬ 
stituted by the Labour minis¬ 
try to look into the function¬ 
ing of banking institutions 
including customer service. 
The committee will be bi¬ 
partite in character. The com¬ 
mittee would not act as a 
collective bargaining agency 
but would devote its main at¬ 
tention to general improve¬ 
ment of the banking industry. 

The composition of the 
National Committee for Bank¬ 
ing Industry is as follows: 
All India Bank Employees* 
Association: (1) Mr D. P. 
Chadha, (2) Mr Prabhat Kar, 
(3) Mr Tarakeshwar Chakra- 
borti, (4) Mr N. Sampat, and 
(5) Mr Rajinder S lyal. Indian 
National. Bank Employees’ 
Congress : (1) Mr O. P. Gupta 
and (2) Mr M. Rajagopal. 
All India State Bank of India 
Staff Federation: Mr C. L. 
Rajratn&m. All India Con¬ 
federation of Bank Officers’ 
Organisations: Mr L. V. 
Subramaniam. Indian National 
Trade Union Congress: Mr 
G. Ramanujam. Indian 
Banks’ Association: Mr V. M. 
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Bhide, Mr P. F. Gupta, Mr 
V.R. Dcsai, Mr C.E. Katnath, 
Mr R. C. Shah, Mr Inderjit 
Singh, Mr K. P. Hormis, 
Mr K. Warner, Mr R. K. 
Talwar, Mr P.C.D. Nambiar 
and Mr H. C. Sarkar. The 
AITLTC will nominate its re¬ 
presentative to the Committee 
shortly. 

Railway Consignments 

An Ordinance has been 
promulgated empowering the 
railway authorities to dispose 
of unclaimed goods not re¬ 
moved by the consignees 
within seven days after termi¬ 
nation of transit. With the 
promulgation of the Ordinance 
the Indian Railways Act 1890 
has been amended accordingly 
to curb anti-social tendencies 
of unscrupulous traders who 
had been using wagons and 
railway premises as godowns. 
The railways while disposing 
of the goods will not be serv¬ 
ing any notice to the owners. 
The addressee, if any. will be 
intimated before putting the 
goods for sale. The normal 
mode of disposal of goods 
under the new provision of 
the Act is public auction. 

However, on the advice of 
the government, essential com¬ 
modities would be made 
available to cooperative socie¬ 
ties or any other agency no¬ 
minated by the government. 
The price of the goods will 
be paid to the owner after de¬ 
ducting the charges due to 
railway administration. These 
powers arc proposed to be 
utilised at some stations only 
to be notified by the govern¬ 
ment from time to time. 
Steps have been taken to 
ensure that these powers are 
not misused by the railway 
authorities. 

indo-Hungarian 

Cooperation 

New avenues of Jndo-Hun- 
garian technical cooperation 
in telecommunications was ex¬ 
plored by Dr S. D. Sharma, 
minister of Communications, 
during his visit to Budapest 
recently. He met the Hunga¬ 
rian ministers for Telecom 
Industries and Communica¬ 
tions. Hungary is supplying 
India with Rs 10 crorc worth 
microwave equipment tinder 


the rupee payment agreement 
between the two countries. 
Two orders have been placed 
by India on the Budavox 
Telecommnicat ions Foreign 
Trading Co. Ltd. The first 
order covers 2,000 kms and 
provides for the Bombay- 
Madras and Mangalore-Tri- 
vandrum routes. The second 
order, covering 1825 kms, pro¬ 
vides for three routes in North 
India, namely, Delhi—Sringar 


including Udhampur-Jammu, 
Kanpur-Allahabad - Jabalpore- 
Nagpur and Patna-Muzaf* 
farpur. 

A salient feature of the 
contract was the provision 
of inspection of materials by 
the P & T at the manufac¬ 
turers* premises. A team of 
Indian experts went to Buda¬ 
pest for this purpose. Transfer 
of know-how from Hungary 
in the field of microwave 


technology was envisaged* The 
Indian Telecommunications 
Research Centre and its coun- 
terpart in Hungary $ave been 
involved in this area. There 
was a two-way exchange of 
technical data. 

Cement Prices Relied 

The cx-works price of 
cement has been increased by 
Rs 18.60 per tonne from Oc¬ 
tober 1. The official press 
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release stated that is had been 
ensured that this would not 
result in a corresponding in¬ 
crease in the retail price with 
the introduction of a series of 
measures. The escalation 
follows government's accept¬ 
ance of the tariff commission’s 
recommendations to escalate 
the price consistent unit to 
the increase in certain ele¬ 
ments of cost, namely wages 
and dearness allowance of 
workers, power tariff, and 
price and freight of coal. Char¬ 
ges for packing of cement in 
jute bags have been reduced 
from Rs 46.37 per tonne to 
Rs 40.98 per tonne. 

Sugar Policy 

There is no change in the 
sugar policy for the 1975-76 
season. Both the sugarcane 
prices and the levy proportion 
in the sugar mills will remain 
at the prevailing levels. The 
, government decision to con- 
' tinue the present policy was 
announced recently. The idea 
in not changing it. was stated 
to be the desire to hold the 
price line of all essential com¬ 
modities meant for mass con¬ 
sumption. The present econo¬ 
mic situation also favoured 
the continuance of the policy. 
The minimum cane price effec¬ 
tive for October 1975 would 
therefore continue to be 
Rs 8.50 per quintal for a basic 
recovery of 8.5 per cent or 
below subject to a premium of 
10 paise for every 0.1 per cent 
increase above that level. The 
proportion of levy to free 
sale sugar will continue to be 
65:35. 

Newsprint Control 
Rolaxed 

Newspapers and periodi¬ 
cals will be permitted to draw 
newsprint to meet their full 
requirements for the current 
financial year. An amend¬ 
ment to this effect has been 
made in the newsprint con¬ 
trol policy. According to an 
official press release, the sup¬ 
ply position of newsprint is 
satisfactory, inspite of the 
fact that the circulation of 
important dailies has gone up 
during June-September 1975. 
The new policy will help meet ‘ 
the needs of growth-oriented 
newspapers. Under the earlier 
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policy, newspapers and perio¬ 
dicals were allowed a quanti¬ 
ty, subject to a maximum of 
20 per cent over their con¬ 
sumption in 1974-75, in news¬ 
print authorised for the pur¬ 
pose. The amendment pro¬ 
vides that newspapers can 
claim their quota on proof of 
actual newsprint consumption 
in 1975-76. 

Woollen Exporters for 
West Asia 

A five-member delegation 
of woollen exporters has left 
Bombay on a three-wcck visit 
to West Asian countries to 
study market conditions and 
to tap export business. The 
team, led by Mr P. L. Rahi, 
Chairman, Wool and Woollens 
Export Promotion Council, 
will include Mr G.S. Bhargawa, 
Joint Textile Commissioner as 
the government nominee. The 
other members are from the 
industry and represent such 
sectors as have special poten¬ 
tial in this region. India's 
wool and woollen exports have 
increased considerably in the 
last decade and crossed Rs 67 
crores last year. Major contri¬ 
bution in the export mix is 
from non-traditional items 
such as woollen carpets, knit¬ 
wear. woollen and mixed 
fabrics, blankets and shawls 
and ready-made garments. 

Instrumentation Ltd. 

During the year 1974-75, 
Instrumentation Limited, Kota, 
a public sector undertaking 
under the ministry of Industry 
and Civil Supplies, achieved 
a turnover of Rs 661.86 lakhs, 
which represents an increase 
of 26 per cent over the turn¬ 
over of Rs 525.80 lakhs in 
1973-74. The total value of the 
production by the factory 
amounted to Rs 397.39 lakhs 
as against the previous year’s 
figure of Rs 348.51 lakhs, 
which was an increase of 14 
per cent. Another achieve¬ 
ment: by the company was that 
it exceeded the targets of pro¬ 
duction, turnover and profit 
set for 1974-75. The increase 
in production and turnover 
was in real terms as the sales 
were against fixed price con¬ 
tracts entered into during 
earlier years. The undertak¬ 
ing has made a net profit of 
Rs 22.11 lakhs after provid¬ 


ing for depreciation and 
interest. The figure for the 
previous year was Rs 13.86 
lakhs. 

Instrumentation Limited 
celebrated its seventh anniver¬ 
sary of the commencement of 
production on Gandhi Jayanti 
day. On the occasion, the 
board of directors announced 
that the company planned an 
increase of 40 per cent in its 
turnover for 1975-76, with an 
expected total value of Rs 9.5 
crorcs. During the seven years 
of its working, the company had 
secured a total business of Rs 
72.7 crores till March 31, 
1975. Orders worth Rs 10.4 
crores were secured during 
1974-75 alone. 

IDPL 

For the first time since its 
inception, the state owned 
Indian Drugs & Pharmaceu¬ 
ticals Ltd (IDPL) has dec¬ 
lared a gross profit of Rs 9.03 
crores and a net profit of Rs 
2.49 crores on its operations 
during 1974-75. This was dis¬ 
closed by IDPL’s Managing 
Director, Dr L. K. Behl. in 
his report to the annual gene¬ 
ral meeting of the company 
recently. This breaks the jinx 
of the losses that had been 
plagucing IDPL’s performance 
for several years. Last year 
IDPL made a net loss of Rs 
1.82 crorcs. IDPL’s turn over 
also reached an all-time-high 
of Rs 45.86 crores despite a 
‘difficult, abnormal and chal¬ 
lenging year’, in which the 
country’s economy was bede¬ 
villed by a prohibitive hike in 
the price of petroleum based 
chemicals, recessionary condi¬ 
tions lnflatinary trends, a size¬ 
able increase in salaries and 
wages bill and credit squeeze. 
This increase was due mainly 
to increase in production at 
Antibiotics Plant at Rishikcsh, 
optimum utilization of capa¬ 
cities at the Synthetic Drugs 
Plant at Hyderabad and price 
revision of company’s bulk 
drugs by the government. 

Self-sufficient in antibiotics 

The Antibiotics Plant, 
Rishikcsh, registered an in¬ 
crease of 15 per cent in its 
production of life-saving anti¬ 
biotics over the last year. The 
Rishikesh Plant has improved 


its antibiotic yield by intro¬ 
ducing more prolific and 
sturdier strains. It has also 
increased its capacity for tet¬ 
racycline and oxytctracycline 
to the extent that it has made 
the country almost self-suffi¬ 
cient in these two broad- 
spectrum antibiotics. lDPL’S 
Synthetic Drugs Plant at Hy¬ 
derabad has further improved 
its performance during the 
year and made a record pro¬ 
duction of Vitamin B-2, 
Folic acid, Analgin, Amido- 
pyrin and Nicotinamide du¬ 
ring the year. The plant is 
already undertaking an expan¬ 
sion involving an expenditure 
of Rs 24 crores at the comple¬ 
tion of which its capacity will 


The Calcutta Electric 
Supply Corporation Ltd. 

(Incorporated in England) 

Notice is hereby given that 
the Board of Directors of this 
Company have decided to 
recommend to Stockholders at 
the forthcoming Annual 
General Meeting that a Final 
Dividend for the year ended 
31st March. 1975, on the Com¬ 
pany’s Preference Stock at the 
rate of 3 per cent (Gross) less 
Indian Income Tax at appro¬ 
priate rates, be paid on 24th 
November, 1975, to those 
Stockholders whose names are 
registered in the Company’s 
Stock Register on 3rd Novem¬ 
ber, 1975. 

Applications for transfer 
received in this office uplo 3rd 
November, 1975. will, if other¬ 
wise satisfactory, be registered 
at that date for the purpose of 
parti ip tio in the above 
Dividend. The Preference share 
transfer books and the Register 
of Preference Stockholders of 
the Company in Calcutta will 
remain closed from 4th Novem¬ 
ber. 1975 to 10th November, 
1975, both days inclusive. 

BY ORDER OF THE BOARD 

S. K. Niyogi 
Secretary 

Victoria House 
Calcutta, 3rd October, 1975. 


70S 


OCTOBER 10, 1975 



go up four times as originally 
envisaged. 

Though IDPL's Surgical 
Instruments Plant has 
produced more instruments as 
compared to last year, it con¬ 
tinues to be plagued with high 
production cost and low 
marketability of the instru¬ 
ments. Measures are being 
taken to diversify its produ¬ 
ction. IDPL has already deve¬ 
loped necessary research & 
development capabilities to 
take care of its expansion pro¬ 
grammes as well as for produc¬ 
tion of new drugs. 

Central Warehousing 
Corporation 

The Central Warehousing 
Corporation closed the year 
1974-75 with a profit (before 
tax) of Rs. 123.50 lakhs as 
against Rs. 122.85 lakhs in the 
preceding year. The Corpora¬ 
tion was able to maintain its 
profitability though it faced 
considerable odds such as re¬ 
duction in reservation by bulk 
depositors and increase in 
operating cost, according to 
the annual report of the 
corporation. The authorised 
share capital of the Corpora¬ 
tion amounting to Rs 20 crorcs 
had been fully subscribed and 
paid up in 1972-73 An incre¬ 
ase in the authorised share 
capital required an amend¬ 
ment in the Warehousing Cor¬ 
poration Act 1962. Pending 
such amendment, the Corpora¬ 
tion had to draw funds to the 
extent of Rs 142 lakhs 
from the central government 
as loan to finance its construc¬ 
tion programme and to parti¬ 
cipate in the equity capital of 
the state warehousing corpo¬ 
rations. Out of Rs 142 lakhs, 
an amount of Rs 60 lakhs 
has been invested in the share 
capital of state warehousing 
corporations. 

The report adds that the 
Food Corporation of India 
continued to be the largest 
depositer. There was an 
improvement in the utilisa¬ 
tion of the capacity of 
the Warehousing Corporation 
by other public sector under¬ 
takings. There was also an 
appreciable increase in the use 
of warehousing facilities by 
cooperatives during the year. 
Similarly the Civil Supplies 
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Corporation/Commodity Cor¬ 
poration set up in some of 
the states also utilised the 
storage capacity of the cor¬ 
poration, 

High-Yielding Wheat 
for Rabi 

More than a million addi¬ 
tional hectares are expected 
to be brought under high- 
yielding varieties of wheat in 
the 1975-76 Rabi season, 
according to a state-wise pro¬ 
gramme drawn up by the uni¬ 
on ministry of Agriculture 
and Irrigation. Increase, plan¬ 
ned not only for the tradi¬ 
tional wheat states, but also 
for other states which have 
recently taken to wheat culti¬ 
vation. Though the annual 
Plan target for the 1975-76 
wheat programme at the 
national level is 12.5 million 
hectares against an estimated 
11.7 million hectares in 1974- 
75, the increasing popularity 
of wheat cultivation in some 
traditionally non-wheat areas 
has induced the ministry to 
project a figure of over 13 
million hectares, according 
to the stale-wise allocation of 
tragets. 

ADB’s Loans to Sri Lanka 

Sri Lanka’s efforts to attain 
self-sufficiency in foodgrains 
and boost its agro-based ex¬ 
ports will be assisted by a 
concessional loan of $ 30 
million from the Asian Deve¬ 
lopment Bank. The loan, 
approved recently, will help 
finance part of the construc¬ 
tion cost of a fertilizer plant 
in Sri Lanka with an annual 
capacity of 310,000 metric 
tons of urea. With the Urea 
Fertilizer Project, Srt Lanka's 
need for nitrogenous fertilizer 
will be met and its total de¬ 
pendence on imports of this 
important commodity will be 
eliminated. 

Utilisation of Ground 
Water 

An Action plan has been 
drawn up by the Central 
Ground Water Board to ac¬ 
celerate exploration and ex¬ 
ploitation of ground water 
in the country in pursuance 
of the 20-point Economic 
Programme announced by the 
prime minister, which lays 


special stress on national 
ground water schemes. Under 
the action plan, an additional 
area of 0.5 million square 
kilometres will be covered by 
systematical hydrological sur¬ 
veys. These will enable proper 
location of ground water 
structures. A large number 
of economically viable ground 
water schemes are being for¬ 
mulated for areas where there 
is adepuate potential. A 
special feature of the plan is 
the development methodo¬ 
logy to bring about induced 
or artificial recharge in 
areas where ground waur 
exploitation is reaching a 
critical stage. In order to 
drive the maximum advan¬ 
tage, it is proposed to make 
conjuctive use of surface and 
ground water in command 
areas of irrigation projects. 

Names in the News 

Mr Balkrishaa Harivalla- 
bhdas. Managing Director of 
Shri Ambica Mills Limited. 
Ahmedabad, was elected 
Chairman of the Indian Colton 
mills* Federation for the year 
1975-76 at a melting of the 
Committee of the Federation 
held on September 30, 1975. 
Rasesh N. Mafatlal. Chairman 
and Managing Director of 
Standard Mills Co. Ltd., 
and Mr J.P. Georka Chair¬ 
man, Swan Mills Limited 
and Coorla Spg. & Wvg. 
Co. Ltd., were elected Deputy 
Chairman and Vice-Chairman, 
respectively. 

The other members of the 
Committee arc: Messers Kanti- 
kumar R. Podar, Ramparasad 
Poddar, Ratansi Mulji, Sudhfir 
K. Thackersey, K. Venkatesalu, 
R. Doraiswamy, G. Varadaraj, 
M.B.S. Henry, Rohitbhal C. 
Mehta, Navnitlal Sakarlal, 
Ajaybhai Cbimanbhai, Dr. 
Rajaram Jaipuria, Dr. Ganr 
Hari Singhanla, Kailash Agra- 
wal, Ramanla! Chimanlal, 
Kantilal R. Shah, M L Gupta, 
K.N. Modi, Naval H. Tata 
and Nuali N. Wadia. 

Mr. A.K. Ray has taken 
over as Executive Director of 
Trade Development Authority 
with effect from September 15. 

1 A-rC * f 


Thu Calcutta Electric 
Supply Corporation Ltd. 

(Incorporated In England) 

Notice is hereby given that 
the Board of Directors of this 
Company have decided to 
recommend to Stockholders 
at the forthcoming Annual 
General Meeting, that a Final 
Deferred Dividend for the year 
ended 31st March, 1975, on 
the Company's Ordinary Stock 
at the rale of 9 per cent (Gross) 
less Indian Income Tax at 
appropriate rates, be paid to 
those Stockholders whose 
names are registered on the 
Company's Stock Register on 
3rd November, 1975. 

If approved by the Stock¬ 
holders, this Dividend will be 
paid in two equal annual instal¬ 
ments along with interest (n: 8 
per cent per annum, in terms 
of the Companies (Temporary 
Restrictions on Dividends) Act, 

1974, as follows: 

on 6:h July 1976 -44 per cent 
(Gross) less 
Indian In¬ 
come Tax at 
appropriate 
rates. 

on 6th July 1977—4J per cent 
(Gross) less 
Indian In¬ 
come Tax at 
appropriate 
rates. 

Application for transfers 
received in this Office upto 3rd 
November, 1975, will, if other¬ 
wise satisfactory, be registered 
on that date for the purpose of 
participation in the above 
Dividend. The Ordinary Share 
transfer books and the Register 
of Ordinary Stockholders of 
the Company in Calcutta will 
remain closed from 4th Novem- 
ler, 1975 to 10th November, 

1975, both days inclusive. 

BYORDER OF THE BOARD 

S. K. Niyogi 
Secretary 

Victori' House 
Calcutta, 3rd October, 1975. 
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Mysore Cements 

Mysore Cements has reported 
excellent working results dur¬ 
ing the year ended June 30, 
1975. The profit ait^r pro¬ 
viding for depreciation reached 
during this year the record 
figure of Rs 112.71 lakhs and 
it outstripped the preivous 
year's performance by as much 
as Rs 71.64 lakhs. After ad¬ 
ding Rs 10.65 lakhs being ex¬ 
cess provision for previous 
years, the disposable surplus 
amounted to Rs 123.36 lakhs. 
Out of this, a sum of Rs 15.19 
lakhs was provided for meeting 
expenses relating to previous 
years while an amount of Rs 
20.00 lakhs was transferred to 
! development rebate reserve in 
respect of machinery commis¬ 
sioned during the year, orders 
for which were placed before 
December 1973, Taxation ab¬ 
sorbed Rs 45.00 lakhs while a 
sttm of Rs 49,411 was earmar¬ 
ked for donations. The re- 
f mauling amount of Rs 42.68 
lakhs was carried to general 
reserve. The directors have 
recommended an equity divid¬ 
end of 12.5 pet cent, of which 
7.5 per cent will be paid im¬ 
mediately while the balance 
will be paid in two equal 
aijumal instalments. The pro¬ 
posed equity dividend of 12.5 
per cent will claim Rs 29.14 
hdchs and will be paid out of 
the general reserve. 


Fewer Cut 


The year under review star¬ 
ted with a power-cut of as 
nyuch as 60 per cent which 
substantially affected the pro¬ 
duction and despatch of 
c&nent during the first quarter 
ending September 1974, when 
the eoiugmny could hardly 
utilise 30;percent of the capa¬ 
city* However, working im¬ 
proved from October onwards 
when the government reduced 
tHji powoMMt in ease of pri¬ 


ority industries to 10 per 
cent. 

Poor quality of coal also 
seriously affected the working 
during the year under review. 
However, with repeated repre¬ 
sentations, the coal linkage 
committee was persuaded to 
relink a part of the company's 
requirement to Bengal-Bihar 
coal fields which enabled achie¬ 
vement of 119.2 per cent effi¬ 
ciency during the second-half 
of the year. The production 
of cement improved to 3.71 
lakh tonnes from 3.61 lakh 
tonnes in 1973-74 while the 
output of clinker amounted to 
3.47 lakh tonnes as against 
3.52 lakh tonnes in the preced¬ 
ing year. Despatches were 
higher at 3.77 lakh tonnes as 
compared to 3.57 lakh tonnes 
in 1973-74. 

Improved Profitability 

The improvement in des¬ 
patch of cement, coupled with 
the increase in the retention 
price granted by the govern¬ 
ment from August 2, 1974 and 
the benefit derived by the 
commissioning of the aerial 
ropeway for transportation of 
limestone has resulted in the 
improved profitability during 
the year. But for the all-round 
increase in the price of coal, 
power tariff, wage bill, stores 
and spares, royalty on lime¬ 
stone etc in the last 12 months 
due to which the manufactur¬ 
ing cost of cement increased 
very considerably, the results 
would have been considerably 
better. 

As far as the Damoh pro¬ 
ject is concerned, the com¬ 
pany's application for finan¬ 
cial assistance is being acti¬ 
vely considered by financial in¬ 
stitutions. Meanwhile, the 
company has already taken 
the mining lease of the limes¬ 
tone deposits an<>fii^,Spied 


the agreement with the MP 
government. The land is ex¬ 
pected to be made available 
before December 1975. The 
work on this project, subject 
the availability of finance, is 
expected to commence early 
next year. 

Bharat Stael Tubes 

Despite adverse economic 
conditions, Bharat Steel Tubes 
has reported significant rise in 
sales and profits during the 
year ended March 31, 1974. 
Total sales during 1974-75 
touched the record figure of 
Rs 22.52 crores and it out¬ 
stripped previous year’s per¬ 
formance by Rs 10.24 crores, or 
an increase of as much as 83 
per cent. A substantial i ise in 
sales was made possible be¬ 
cause of large production as 
well as higher prices, partially 
on account of increase J cost of 
production. The net profit 
before tax too rose to Rs 195 
lakhs, registering a consider¬ 
able improvement of Rs 45 
lakhs over 1973-74. The direc¬ 
tors have declared a dividend 
of 12 per cent as against 5.8 
per cent paid in 1973-74. 

Production was far below 
the target due to unprecedent¬ 
ed power cuts and shortage of 
raw materials. This led to 
unutilisation of capacity, avoi¬ 
dable cost loading and un¬ 
necessary overheads. Steel 
supplies from indigenous sour¬ 
ces too continued to be low. 
Of late, however, steel avail¬ 
ability has improved because 
of larger production, removal 
of distribution controls and 
simpler procedures. In keep¬ 
ing with its~ high tradition the 
company has fared exception¬ 
ally well on the export front. 
Its foreign earnings more than 
trebled as compared to last 
year—from Rs 275 lakhs to Rs 
915 lakhs. In terms of value 


50 per cent of its total earn¬ 
ings were from exports. 

Diversification Scheme 

The company is going 
ahead with its diversification 
scheme. Apollo Tyres Limit¬ 
ed, in which the company has 
invested Rs 150 lakhs as one 
of the promoters, is putting up 
a tyre and tube project at 
Chalakudy, an industrially 
backward district in Kerala 
state. The project is being 
set up in technical collabora¬ 
tion with General Tire Inter¬ 
national Company of the US\. 
All rupee and foreign currency 
loans have been tied up. The 
public issue of share capital of 
Rs 540 lakhs is being made in 
the course of this months 

Apollo Tyres will be pro¬ 
ducing for the first time in the 
country redial tyres which are 
built with steel tyre cord and 
have distinct advantages over 
conventional tyres—longer life, 
better road grip and lower 
fuel consumption. Apollo 
Tubes Limited, a steel tube 
manufacturing unit at Ranipet 
in Tamil Nadu, which has been 
provided with technical know¬ 
how and engineering services 
by BST, has been successfully 
commissioned. This is the 
only modern steel tube manu¬ 
facturing plant in south India. 
BST has also been registered 
with the government for the 
manufacture of galvanising 
plants. The first of this is in¬ 
stalled at the Apollo Tubes 
Plant. 

Metal Box 

The Metal Box C ompany 
of India Limited has declared 
a dividend of 14 per cent pay¬ 
able in accordance with The 
Companies (Temporary Res¬ 
trictions on Dividends) Act, 
1974. Trading results show 
an increase in profit, before 
tax of 39 per cent to Rs 32 
million during 1974-75, while 
sales have registered a 21 per 
cent increase to Rs 567 mil¬ 
lion. At the Annual General 
Meeting, Mr Bhaskar Mitter, 
Chairman, said that such im¬ 
provements have been possible 
inspite of cutbacks in consu¬ 
mer demand and reduction in 
inventory and pipeline stocks 
because of stringent economy 
measures as well as increasing 
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contributions from the com¬ 
pany’s non-packaging activi¬ 
ties. 

Machinery building, for in¬ 
stance, has made a significant 
contribution and the company 
is planning to increase its 
range of activity to include the 
manufacture of non-packaging 
machines including many deve¬ 
loped by its Technical Deve¬ 
lopment Division, as well as 
Offset Pri nting Machinery— 
the company has recently re¬ 
ceived government clearance 
on foreign collaboration for 
this. A recent Letter of Intent 
for the manufacture of Ball, 
Taper Roller and Cylindrical 
Roller Bearings has initiated 
collaboration discussions and 
detailed project evaluation. 
The company has achieved 
considerable success in high 
technology areas, as borne out 
by its machinery sales to tech¬ 
nologically advanced countries 
and together with its improv¬ 
ing financial strength, this 
should ensure a viable entry 
into this new high growth, 
precision technology area. 

Encouraging Results 

In its traditional area of 
activity too, the company has 
produced encouraging results. 
In the face of cvcr-increasing 
material and wage costs and 
in spite of selling prices being 
maintained at January-Fcb- 
ruary 1974 and in some case 
earlier levels, the percentage 
increase in the company’s pre¬ 
tax profits was greater than 
the percentage increase in 
sales. Severe operational 
economies, improved output 
per unit of materials used, re¬ 
duction of scrap, use of black- 
plate and lighter substance 
tinplate have all aided to in¬ 
crease profitability. The R & 
D wing of the company has 
built up a store of technology, 
available to Metal Box units 
throughout the country, which 
enables the factories to in¬ 
crease the use of indigenous 
and more economic material, 
at the same time increasing 
the functional properties of its 
products. 

Metal Box increased its ex** 
port earnings by 54 per cent 
over 1973-74. Of the Rs 11 mil¬ 
lion foreign exchange earnings. 
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Rs 4.6 million have come 
from machinery exports. It is 
a matter of some pride not 
only for Metal Box but for 
the whole country that tech¬ 
nologically sophisticated over¬ 
seas markets are recognising 
Indian technical skills and ex¬ 
pertise; the very machines 
which were till recently impor¬ 
ted from the UK have been ex¬ 
ported to them bringing in 
valuable foreign exchange. 

The company is also an 
Eligible Export House and for 
the first time third party ex¬ 
ports were made. It is note¬ 
worthy that all such exports 
were of products manufactur¬ 
ed in the small scale sector. 

The diversification plans, 
large scale inputs in improv¬ 
ing efficiency of packaging 
divisions and the growth of 
machinery divisions will go 
a long way in ensuring long 
term viability of the company. 

Bank of India 

Bank of India, in common 
with the other nationalised 
banks, has undergone a sea- 
change not only in the scope 
and scale of its operations, 
but also in its character, out¬ 
look, approach and orienta¬ 
tion. In this process of trans¬ 
formation, the bank in parti¬ 
cular encountered a host of 
problems, because it had, over 
the years, grown up as a met¬ 
ropolitan bank, concentrating 
its activities in •‘wholesale’’ 
type of banking in and around 
the metropolitan and urban 
centres. The bank has taken 
to “retail” banking in a big 
way and in this process has 
made considerable inroads into 
the newer markets in the rural 
hintctland. Its lendings to 
agriculture, small industry 
and other indigent borrowers 
belonging to the weaker sec¬ 
tions of the community which 
in June 1969 constituted barely 
9.0 per cent as against 14 per 
cent for the public sector 
banks as a group, now stand 
around a quarter of its total 
credit portfolio. In absolute 
terms, the amount lent to these 
neglected sectors has risen 
from Rs 22 crores (covering 
about 10,800 accounts) to Rs 
150 and odd crores (covering 
over li lakh accounts). 

In financing agriculture. 


the Bank's main strategy is to 
operate intensively in com¬ 
pact areas through the “com¬ 
pact area integrated develop¬ 
ment programme.” For this 
purpose, the bank has establi¬ 
shed 67 ‘CAIDP’ centres, co¬ 
vering 510 branches spread in 
different parts of the country 
and each centre has been 
equipped with technical and 
developmental stall. Each of 
these CAIDP centres would 
adopt a cluster of villages— 
after an in-depth survey of the 
villages—for multi-pronged 
action, covering integrated cre¬ 
dit for farming and other alli¬ 
ed activities, supported by 
technical advisory services for 
development of local crufls, 
promoting rural industries, 
mobilising the increased in¬ 
incomes through spread 
of saving and banking habit, 
and using a part of these sav¬ 
ings for community better¬ 
ment. The bank has already 
adopted 100 villages and in a 
number of other villages the 
process of •‘preadoption sur¬ 
vey” is in progress. 

The bank has taken on 
hand the formulation and im¬ 
plementation of District Cre¬ 
dit Plans or time-bound crash 
development programmes, the 
potential for development 
having been explored on the 
basis of in-depth surveys and 
taking into account the local 
natural and human endow¬ 
ments. The Bank has already 
formulated Credit Plans for 
seven lead districts—two each 
in Maharashtra and Madhya 
Pradesh, one each in the Uttar 
Pradesh, Bihar and Orissa. 

Self-employment 

The Bank is equally seized 
of the urgency for promoting 
self-employment ventures 
among the uneducated and 
weaker section of the commu¬ 
nity, and has accordingly for¬ 
mulated several special sche¬ 
mes of credit and other assis¬ 
tance. Considerable attention 
is also being paid to the back¬ 
ward areas of the country 
where credit to the weaker 
sections of the community is 
made available under the dif- 
■ ferential interest rate scheme. 
All in all, the bank is in a 
much stronger position today 


in terms of financial and orga¬ 
nisational strength, to meet 
the emerging challenges that 
lie ahead. 

India Steamship 

India Steamship Co. Ltd has 
reported impressive improve¬ 
ments in its working results 
“during the year ended March 
31, 1975. Gross operating 

earnings touched during the 
the year the all time high figure 
of Rs 30.80 crores, registering 
an increase of as much as 55.6 
per cent over 1973-74. The 
increases in respect of gross 
and net profits were even more 
spectacular. Gross profit shot 
up to Rs 10.50 crores from Rs 
5.09 crores—n jump of 108.0 
per cent, while net Profit leaped 
to Rs 8.09 crores from Rs 3.29 
crores, recording a phenomenal 
increase of 145.9 per cent over 
1973-74. After receiving the 
consent of the Controller of 
Capital Issues, the directors 
have issued bonus shares to the 
existing shareholders in the 
ratio of one bonus share for 
every equity share held. 

Expansion Programme 

The company i.> actively enga¬ 
ged in implementing its ambiti¬ 
ous expansion programme. A 
contract has recently been 
concluded with the Hindustan 
Shipyard for two-pionccr type 
ship* of about 21.500 dwt, each 
to be delivered towards the 
end of 1977 or early 1978. 
Besides the company has 
recently purchased two second 
hand ships of about 14,800 
dwt. each, the delivery of which 
will be taken by this October. 
The company is presently 
negotiating to purchase one 
more freedome type second 
hand cargo liner from abroad. 

Recession and the conse¬ 
quent crash in freight market, 
galloping inflation, inter¬ 
national currency problems and 
the vastly changed conditions 
brought about by oil crisis, 
have rendered the future of 
world shipping and ship build¬ 
ing industry extremely uncer¬ 
tain. In lus annual address to 
the shareholders of India 
Steamship Co. Lid, the Chair¬ 
man Mr K.K. Birla dealt with 
the impact of these unexpected 
developments on world 


shipping besides referring to 
the difficulties laced by Indian 
Shipping. The chairman 
referred to the implications of 
the union government’s propo¬ 
sal in the last budget which 
extended the period of develop¬ 
ment rebate til! May 1, 1977 in 
the case of ships contracted 
before December, 1973. While 
this extension would mean ex¬ 
tension of the benefit towards 
acquisition of a few more 
ships, the shipping industry, 
in India, the Chairman feared, 
will be generally affected by 
this decision because the pro¬ 
posed concession of allowing a 
20 per cent initial depreciation 
in lieu of the development 
rebate cannot match the bene¬ 
fit flowing out of the former. 

Movement Allowance 

The Association of the 
Indian National* Shipowners 
has pointed out that the deve¬ 
lopment rebate enables the 
shipowners to write off 140 per 
cent of the acluai cost of a 
vessel during the income-tax 
life of the vessel of 20 years 
while the initial depreciation 
enables them to w r rite off only 
100 per cent but in a shorter 
period of 16 years. The 
essential difference between the 
two tax concessions, Mr Birla 
emphasised, is that the 
development rebate is in the 
nature of an investment 
allowance to the extent of tax 
saved on the rebate claimed 
from the profit while the latter 
gives ship owners the benefit 
of deferred taxation. In some 
of i he advanced countries in¬ 
cluding the USA and the UK, 
the shipping industry, the 
Chairman said, enjoys special 
facilities and subsidies from 
the government because of the 
contribution it makes towards 
invisible earnings of the coun¬ 
try. The chairman therefore, 
requested the government to 
reconsider this aspect. 

Mr K. K. Birla also made a 
reference to certain aspects in 
the governments present policy. 
According to the present 
policy of the government of 
India, a pari-passu clause is 
inserted in all orders sanction¬ 
ing the purchase of ships from 
abroad whereby equivalent 
tonnage has to be ordered on 
the Indian shipyards. Consi- 
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dering that the country has to 
acquire another five million 
GRT in the near three to four 
years for fulfilling the planned 
target of 8.6 million GRT and 
the inadequate capacities with¬ 
in the country, the chairman 
doubted as lo whether our 
shipyards would be in a position 
to build about 2.5 million GRT 
in the next three to four years. 
Mr K.K. Birla therefore made 
a strong plea to the government 
for a relaxation of this clause, 
at least for the time being, 
although this would mean more 
commitment in foreign ex¬ 
change. However, unlike other 
industries, the shopping in¬ 
dustry, the chairman stressed, 
is a net foreign exchange earner 
and starts contributing towards 
the foreign exchange reserves 
of the country from the very 
day when it is commissioned. 
Credit Facilities 

The chairman also urged the 
government to remove all 
constraints which hinder the 
shipping industry from achiev¬ 
ing the fifth Plan target. It is a 
well known fact that ihc growth 
of shipping tonnage has been 
stunted in the last one year for 
want of credit at the disposal 
of the industry and lack of 
credit facilities both within and 
outside the country. In this 
connection the chairman 
voiced his deep concern about 
the Shipping Development 
Fund Committces’s proposal to 
raise the rate of interest to 
six per cent from the present 
level of 4.5 per cent which is 
likely to hit hard the shipping 
industry. The chairman there¬ 
fore appealed to the govern¬ 
ment to reconsider this deci¬ 
sion. 

News and Notes 

Uni Abex Alloy Products 
Ltd, a public limited company 
established in collaboration 
with Abex Corporation, USA., 
has achieved the distinction 
of manufacturing the first 
reformer tube in the country. 

Reformer tubes form vital 
components in fertiliser and 
petro-chemical complexes. 
These tubes, required to with¬ 
stand high temperature and 
pressures are made out of high 
alloys by the sophisticated 
centrifugal casting process. 

The first consignment of 


reformer tubes manufatcured 
by Uni Abex, have been deli¬ 
vered to Hindustan Petroleum 
Corporation with more to 
follow. 

Uni Abex is currently exe¬ 
cuting large orders for refor¬ 
mer tubes from a number of 
fertiliser and petro-chemical 
complexes. Besides, the com¬ 
pany is also manufacturing a 
range of sophisticated high 
alloy castings for vital appli¬ 
cations in cement plants, heat 
treatment and reheating fur- 
nances. 

New Issues 

Sundaram-Abex Ltd is offering 
to the public for subscription 
300,000 equity shares of Rs 
10 each for cash at par. The 
subscription list opens on 
Octoder 16 and will close on 
October 30 or earlier but not 
before October 21. The pub¬ 
lic issue is fully underwritten. 
The company has been pro¬ 
moted jointly by TV Sundram 
Iyengar and Sons Ltd—popu¬ 
larly known as TVS—who 
have been in the automotive 
field for well over 60 years and 
Abex corporation of the USA, 
the leading manufacturers of 
materials for heavy medium 
and light duty applications in 
the world. 

The Rs 1.60 crorc project 
is being set up at Padi, near 
Madras, and the company 
has been licensed to produce 
1500 tonnes of automotive, 
non-automotive and industrial 
friction materials per annum. 
The foreign collaborators, 
besides rendering technical 
assistance will be participating 
to the extent of 30 per cent 
in the equity capital of the 
company. Besides +iclping the 
company in the manufacture 
of friction materials, the Abex 
Corporation will assist the 
company to meet its export 
obligation of five per cent of 
total production from the 
third to seventh years and 
10 per cent during eighth 
to tenth year after the com¬ 
mencement of commercial 
production as stipulated by 
the government. The collabo¬ 
rators will be paid a royalty 
of five per cent on the net 
sales of the company for a 
maximum period of nine 
years within the period of 
agreement which shall be 10 


years from the date of signing 
of the agreement. 

The company has made 
satisfactory progrees in the 
implementation of the project. 
Construction work is proceed¬ 
ing apace and erection of 
plant and machinery is 
expeetted to start by Novem¬ 
ber. The company hope to 
commence commercial pro¬ 
duction in early 1976. The 
output in the first year is ex¬ 
pected to be around 400 ton¬ 
nes and it will be stepped 
significantly in the second 
year. The company proposes 
to undertake expansion 
schemes from third year on¬ 
wards. Barring unforseen cir¬ 
cumstances the company 
hopes lo reach the full rated 
capacity by 1980-81. 

As the products manu¬ 
factured by the company is 
replacement oriented, the de¬ 
mand for it will be on the in¬ 
crease year after year. Hence 
the company does not antici¬ 
pate any ditliculty in market¬ 
ing its products. The directors 
arc confident that the comp¬ 
any will be in a position to 
declare a reasonable dividend 
after the commencement of 
commercial production. 

Colour-Chem Ltd. is offer¬ 
ing 137,500 (11 per cent) 

cumulative redeemable pre¬ 
ference shares of Rs 100 each 
for cash at par to the public 
for subscription. The subscrip¬ 
tion for this fully under writ¬ 
ten issue opened on October 
6 and will close on October 
16 or earlier at the discretion 


of the directors but not bfr- 
for October 8. A sum of Rs 
25 per share is payable on 
application and an equal 
amount on allotment. The 
balance of Rs 50 preference 
share shall be payable not 
later than July 15, 1976 in 
such call or calls as may be 
determined by the board of 
directors of the company pro¬ 
vided that no call shall be 
made earliet than two months 
after the date of the allot¬ 
ment of shares. 

* 

The company is engaged 
in the manufacture of organic 
pigments, pigment printing 
emulsions, synthetic resins 
binders and reactive and dis¬ 
perse dyes. The company also 
produces several intermediates 
for its own use as well for 
use by manufacturers in the 
dyestuffs, pharmaceuticals and 
pesticides and agro-chemical 
industries. The recent acti¬ 
vities of the company in- 
culde the implementation of 
the project for the manufac¬ 
ture of synthetic tanning 
agents, fat liquors and auxi¬ 
liaries required by the fast 
growing leather industry in 
our country and the expansion 
of its manufacturing capacity 
for acetoacetic ester, a vital 
intermedidate needed, inter- 
alia, by the pharmaceutical in¬ 
dustry. The company also 
proposes to diversify its acti¬ 
vities. The proceeds of the 
present issue will provide a 
part of the finance required 
for the implementation of 
these schemes. 


Dividends 

(Per cent) 


Name of the company 

Year ended 

Equity dividend 
declared for 

Current 

year 

Previous 

year 

Higher Dividend 

Malabar Steamships 

March 31, 1975 

7.5 

Nil 

Kirloskar Pneumatic 

June 30, 1975 

15.0 

12.0 

Lingapur Estates 

March 31, 1975 

24.0 

12.0 

Ossoor Estates 

March 31, 1975 

24.0 

12.0 

Engine Valves 

March 31, 1975 

12.0 

9.5 

Fibreglass Pilkington 

March 31, 1975 

12.0 

9.0 

Same Dividend 

Ashoka Cement 

March 31, 1975 

/ Nil 

Nil 

Hyderabad Asbestos 

Dec. 31, 1974 

12.0 

12.0 

Reduced Dividend 
Sutlej Cotton 

March 31, .1975 

6.0 

n.o 
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Jyoti Limited, Baroda 


largest single order for 
pumpsets yet placed by 
any purchasing authority 
in India. 


Speech delivered by Mr. Nanu B. Amin Chairman, Jyoti Limited, 
Baroda on the occasion of 32nd Annual General Meeting of the Company 
held on 25th September 1975, at Baroda. 


Friends, 

L have great pleasure in 
extending to you a cordial 
welcome to this Thirty Second 
Annual General Meeting of 
your Company. The Report 
of the Board of Directors, the 
Balance Sheet and Profit and 
Loss Account of your Company 
have been in your hands for 
some time past and with your 
permission I shall take them as 
read. 

I am sure you must have been 
happy to see the noteworthy 
improvement in the per¬ 
formance of your Company 
during the year 1974-75. The 
year under review has turned 
out to be another good year for 
your Company with the sales 
amounting to Rs. 1349 lakhs 
representing an increase of 25.5 
per cent over the sales of the 
pervious year. The net profits 
before tax, earned by your 
Company show an increase 
from Rs. 44.95 lakhs to Rs. 
85.06 lakhs representing a rise 
of 90 per cent over the profits 
of the previous year. You will 
observe from the Directors’ 
Report in your hands that with 
the good performance that the 
Company has made during the 
year under review, your Board 
of Directors have recommended 
the Dividend at 12 per cent per 
annum on Equity Shares and 
9.5 per cent per annum on 
Preference Shares. On ap¬ 
proval by you at this meeting, 
the said Dividend shall be paid 
in a single instalment. 

The results achieved by your 
Company can be considered 
exceptionally good when viewed 
in the context of difficult eco¬ 
nomic conditions through 
which Industry in our country 
has had to pass. The year 
1974-75 witnessed un¬ 
precedented stresses and strains 
on the economic front. With 
the scanty rainfall and acute 


power shortage, there was a 
strong recessionary tendency 
nil around. Almost all states 
in the country had to impose 
some restrictions on the use 
of electricity ranging from 
marginal to very heavy cut. 
Although in Gujarat, we were 
not as much Hit by power short¬ 
age as some states in the 
country, nevertheless, wc were 
not free from its impact. Be¬ 
cause of severe power shortage 
in various parts of the country, 
supply of components and 
other ancillary parts which 
your Company gets from other 
states was interrupted fre¬ 
quently which had adverse effect 
on the full utilization of our 
capacity. These uncertainties 
and forces, beyond our control, 
were so high that all areas of 
Company's operations like 
procurement of raw materials, 
production, marketing and 
finance management demanded 
continuous and very careful 
planning. 

The year under review con¬ 
tinued to experience inflationary 
pressures as in the year 1973-74 
and in fact gathered momentum 
during f he early part of 1974-75. 
At one stage, it appeared as if 
the economic situation prevail¬ 
ing in the country had reached 
an uncontrollable stage. The 
situation has been retrieved and 
brought under control by 
timely and proper monetary 
and fiscal measures taken by the 
Central Government and the 
Reserve Bank of India during 
the second half of 1974. Th*s 
success achieved on the ‘Price 
Front’ during the last 6 mont hs 
has to he maintained. For 
this, credit planning of the 
highest order and financial dis¬ 
cipline by one and ail who arc 
connected with the channels of 
production and distribution arc 
called for. 

As the strength and character 
of an individual can be tested 


only in crisis and abnormal 
circumstances, so is the case 
with trade and industry. Your 
Company stood against the 
challenges of times with forti¬ 
tude and vigour. It skilfully 
husbanded its available finan¬ 
cial resources so as to accept 
the challenges posed by the 
credit squeeze and ‘dear money’ 
policy. 

There has been many note¬ 
worthy achievements by your 
Company during the year under 
review, some of which arc: 

(1) The successful testing and 
passing of 33 kv Low Oil 
Content Outdoor Circuit 
Breaker developed by your 
Company- -the lirsi ever 
indigenously developed 
breaker. 

(2) For the second lime. Jvoli 
received a National Award 
for Import Substitution for 
the development of 33kV 
Cast Refill insulated 
Instrument Transformer. 
You will recall that the 
Company received a similar 
Award for Import Substitu¬ 
tion in the year 1974 for 
the development of Arno 
Converters for the 
Railways. 

(3) For the second time, vour 
Company received a 
National Award for being 
“An Outstanding Fimplover 
of the Blind". Jvoti 
received a similar National 
Award in the year 1972. 

(4) Your Company received a 
prestigious order front the 
Maharashlra State Llec- 
tricity Board for the 
supply, erection and 
commissioning of 23 Nos. 
1200 mm. size Vertical 
Pumps with High Tension 
Motors and other accesso¬ 
ries for a total value of 
about Rs. 5.3 crores, the 


(5) The Bombay Municipal 
Corporation has ordered 
out 15 Nos. Jyoti Pumps of 
different ratings ranging 
from 350mm. to 800mm. 
requiring Electric Motors 
from 450KW to 900KW 
for the Bombay Water 
Supply Scheme against a 
World Tender floated under 
a World Bank Financing 
Scheme. 

(6) Your Company has also 
received during the year 
under review an order for 
H Nos. 1050 mm. si/e hori¬ 
zontal split casing pumps 
along with 1200 KW, 500 
RPM, I! KV h»gh tension 
motors for a total value 
of approx. Ra. 1.4 crores 
for Narayanpur Pumped 
Canal in U.P. This, will be 
the largest horizontal 
pump to he designed and 
manufactured in India. 
Incidentally, the motors 
going along with these 
pumps will also be the 
largest indigenously design¬ 
ed motors. 

Thus, you will see that the 
year 1974-75 has been one of 
creditable achievement for 
your Company not only in 
terms of financi.il growth but 
also in terms of technical 
achievement and recognition 
by the Government of the 
Company’s capabilities and its 
contribution to the social wel¬ 
fare of the country. 

The challenging assignments 
your Company undertook in 
the past and the growing inflow' 
of orders for bigger and sophis¬ 
ticated equipments are ample 
proofs that the investments 
made in our R K D have been 
bearing good results and con¬ 
tributing to the growth of our 
operations from year h> year. 

The technical know-how we 
have built up through R D 
has helped us to produce a 
number of large and sophisti¬ 
cated equipments for Nuclear 
and Thermal Power Si at ions. 
Defence establishments. Rail¬ 
ways, Refinery and a host of 
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other conventional uses in 
water supply schemes and agri¬ 
cultural sector. 

In view of the creditable 
results achieved by your Com¬ 
pany as a result of its research 
and development activities, 
further expansion in the area 
of research and development 
into new liclds like Solar 
Energy, Fluidics, Material 
Science and Laser Technology 
has already begun. A new 
building with adequate facilities 
for R & D activities is just 
getting ready. With this new 
added facility, our R& Defforts 
will almost treble. These 
efforts will help us in develop¬ 
ing new technology and evolv¬ 
ing new designs, products and 
processes for our various pro¬ 
duct lines. 

The future of your Com¬ 
pany, I have no doubt, is very 
bright; but it is inseparably 
linked with the country’s socio¬ 
economic condition. On the 
economic front, there is a mea¬ 
sure of optimism. The con¬ 
scious and significant efforts 
being made by the Government 
to curb indiscipline, red-tapism, 
anti-social and anti-national 
activities are very welcome. 
Various steps taken by the 
Government to achieve higher 
productivity in the Private and 
Public Sect or industries suppor¬ 
ted by the growing climate of 
labour peace and discipline will 
help strengthen the country’s 
economy. All these are 
definitely healthy signs and 
augur well for the future 
growth and development. In 
addition, good monsoon, as 
we arc witnessing now is bound 
to give necessary boost to the 
agricultural front which in 
turn will have very good effect 
for higher economic growth in 
industrial and agricultural 
fields. 

I have referred earlier to 
various economic problems 
faced by the industry. I have 
also made a mention of the 
effective measures taken by the 
Government in the field of 
monetary and fiscal policies as 
well as administration. Mere 
Government measures would 
not remedy the situation un¬ 
less equally forceful and effec¬ 
tive steps arc taken by the in¬ 
dustry. Wc are aware of the 
role that wc have to play in 


the economic development of 
our nation. We have Anther 
tightened our targets for cost 
reduction, improvement in 
productivity and inventory 
reduction. The economic 
situation now demands much 
of the skills, imagination and 
dedication of all of us who are 
within as well as outside the 
industry. 

Availability of basic raw 
materials in time and in re¬ 
quired quantity and at reason¬ 
able prices coupled with the 
liberalized industrial licensing 
and export policies initiated by 
the Government have now pro¬ 
vided ample opportunities and 
challenge to industries in our 
country to increase production 
and earn foreign exchange from 
exports. 

You must have observed 
from the Directors’ Report that 
Order Book position of the 
Company with respect to 
Generators, large size Pumps 
and Motors is quite satisfac¬ 
tory. For the standardized and 
mass produced items like small 
Switchgears, small Pumps and 
small Motors, recessionary 
trend is observed. However, 
with the onset of good mon¬ 
soon and signs of improvement 
in the overall economic situa¬ 
tion of the country, it is ex¬ 
pected that it would be possible 
to avert this recessionary trend 
in these mass produced items 
also. 

Current working of the 
Company is quite satisfactory 
and if the improvement in the 
economic conditions that the 
last few months have witnessed 
continues its progress, i view 
the future optimistically. We 
can definitely look forward for 
another good year * 

i take this opportunity to 
express my appreciation of the 
condition to the Company’s 
progress by all the employees. 
1 also thank my colleagues on 
Board for their co-operation 
and valuable advice during the 
year. 

1 now commend the Annual 
Accounts and Directors’ Report 
for your consideration. 

(This does not purport to be 
the record of the proceedings 
of the Annual General Meeting 
of the Company ). 
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Price policy for 
kharif cereals 

There is a strong possibility 
of harvesting a bumper kharif 
harvest in this country, accord¬ 
ing to the Agricultural Prices 
Commission. The monsoons 
have been very favourable and 
the increased production would 
partly be the bounty of weather 
particularly in the case of 
coarse grains which arc grown 
under rainfed conditions. How¬ 
ever, the Commission has re¬ 
commended that the procure¬ 
ment prices for the coarse 
varieties of paddy and for 
jowar, bajra, maize and ragi 
for the 1975-76 marketing sea¬ 
son should not be changed, and 
should be maintained at Rs 
74 per quintal. 

Target Fixed 

The Commission has also 
suggested that the target for 
procurement in the 1975-76 
season should be fixed 
at 5.3 million tonnes for rice 
and 1.3 million tonnes for 
kharif coarse cereals. It may 
be stated that rice and coarse 
cereals procured in 1974-75 
season were 3.6 million tonnes 
and 0.3 tonnes respectively. 

The report of the Agricultu¬ 
ral Prices Commission is re¬ 
printed below in full 

In this Report, the Agri¬ 
cultural Prices Commission pre¬ 
sents its view on the price 
policy for kharif cereals for 
the 1975-76 season. The 
Commission recommends that: 

(a) The procurement prices 
for the coarse varieties of paddy 
and for jowar, bajra, maize and 


ragi for the 1975-76 marketing 
season be maintained at Rs 
74 per quintal; 

(i b ) The procurement price 
for rice be derived from the 
procurement price for paddy 
on the basis of the hulling/ 
milling ratios and the process¬ 
ing and incidental charges ob¬ 
taining in the different states; 

(c) The target for procure¬ 
ment in the 1975-76 season be 
fixed at 5.3 million tonnes for 
rice and 1.3 million tonnes for 
kharif coarse cereals; 

(rl) The government make a 
regular review of pool prices 
of fertiliser with the object of 
stimulating its consumption to 
levels necessary for achieving 
targets of agricultural produc¬ 
tion; and 

(?) the existing scheme of 
incentive bonus f6r rice be 
modified in such a way that 
while the bonus to be earned 
by the state governments is 
linked to the supplies to the 
Central Pool, it should be uti¬ 
lised primarily for providing 
to the farmers, fertiliser and 
other inputs on concessional 
basis rather than merely for 
supplementing their normal 
Plan outlays. 

Upward Drift 

The upward drift in food- 
grain prices which had started 
from the middle of 1971 per¬ 
sisted until September 1974; 
during this month, the index 
number of wholesale prices 
reached an all-time peak of 
436.6 representing an increase 
of 51 per cent over the corres¬ 
ponding level a year ago. The 
rising trend was reversed there¬ 
after. Despite a serious set¬ 
back to kharif production dur¬ 
ing 1974-75, the foodgrain 
prices which witnessed a sea¬ 


sonal dip during October-De- 
cember 1974 continued to sof¬ 
ten in the subsequent months. 
The order of increase in the 
index of wholesale prices over 
the corresponding index in the 
previousyear came down month 
after month, and in fact in July 
1975 the index at 386.0 marked 
a decline of 1.4 per cent from 
that in July 1974. The increase 
in the rabi output coupled 
with the larger distribution 
of foodgrains through public 
distribution system and the 
anti-inflationary measures in¬ 
cluding the anti-hoarding and 
anti-smuggling compaigns or¬ 
ganised by state governments 
has contributed to the improve¬ 
ment in the price position. The 
continued fall in prices since 
July 1975 which marks the 
beginning of the lean season 
may have been influenced also 
by the prospects of a good 
kharif crop. (Tables I to V). 

Welcome Trend 

Even though prices have 
witnessed a welcome fall dur¬ 
ing the last eleven months or 
so, they have not yet reached a 
level which can be considered 
appropriate in the context of 
the Indian conditions and ought 
to soften further. In the com¬ 
ing months, the most crucial 
factor which will influence the 
prices will be the kharif out¬ 
put of 1975-76. It is difficult at 
this stage to venture a precise 
estimate of the size of the food- 
grain output, but on the basis 
of the available indications it 
will be safe to assume that a 
bumper crop will be harvested 
in the kharif season. 

It should* be remembered 
here that the monsoon 
pattern having been favour¬ 
able for the sowing and 
growth of kharif crops in the 
current year, the increased pro¬ 
duction would partly be the 
bounty of weather, particularly 
in the case of coarse grains 
which are grown mainly under 
rainfed conditions. While vaga¬ 
ries of weather will continue 
to exert a considerable influen¬ 
ce on agricultural output, it 
needs no emphasis that a sus¬ 
tained increase in production 
which is necessary for providing 
stability to prices would be 
possible thrpugh imparting a 


greater vigour to the prog¬ 
rammes for agricultural de¬ 
velopment. 

Unfortunately, the produc¬ 
tion of kharif ce r eals despite the 
introduction of high-yielding 
varieties, though on a smaller 
scale than for W'lieat, has not 
registered a sizeable increase in 
recent years. The annual 
growth rates of both area and 
productivity of rice, jowar, and 
maize for the period 1967-68 
to 1973-74 are not higher than 
those for the earlier period 
1952-53 to 1964-65; there is 
an improvement in the case of 
bajra only. The Commission, 
in its reports on the price 
policy for kharif cereals for 
the 1974-75 season and for 
wheat for the 1975-76 season, 
had laid emphasis on provid¬ 
ing irrigation facilities to addi¬ 
tional area, maximising efforts 
to step up domestic production 
of Fertiliser and devising means 
to bring about a reduction in 
the pool prices of fertilizer. 
It is gratifying to note that one 
of the items included in the 
Economic Programme recently 
announced by the govern¬ 
ment relates to the creation of 
additional irrigation facilities 
for five million hectares during 
the fifth Plan and a scheme for 
the use of underground water. 
(Tables V[ to XI). 

Steep Increase 

As regards fertiliser, the steep 
increase in prices from June 
1974 was certainly an import¬ 
ant factor behind the reduction 
of about nine per cent in the 
consumption of N, P and K 
in 1974-75 in comparison with 
the previous year. No doubt, 
other factors, particularly in¬ 
sufficient rainfall in the kharif 
season also influenced the level 
of consumption in that year, 
but the fact that even under 
favourable weather conditions 
in the rabi season, the offtake 
of fertiliser in most of the stales 
remained at levels lower than 
in the previous season clearly 
brought out the need, among 
other things, for scaling down 
fertiliser prices. Fortunately, 
the recent decline in import 
prices made it possible to 
effect a reduction, albeit small, 
in the pool prices of fertiliser. 
Along with the increase in the 
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distribution margins allowed to 
distributing agencies, the reduc¬ 
tion in prices announced in 
July 1975 should help to en¬ 
courage the use of larger 
quantities of fertiliser. 

While it is rather early 
to assess the impact of 
these measures on the consu¬ 
mption of fertiliser, consi¬ 
dering its overwhelming im¬ 
portance in augmenting agri¬ 
cultural production, there is 
need for exercising a careful 
and continuous watch on ferti¬ 
liser olTtake with a view to 
talcing any additional measures 
for inducing an increase there¬ 
in. In this context, th: Commi¬ 
ssion suggests that the govern¬ 
ment make a regular review of 
pool prices with the object of 
stimulating fertiliser consump¬ 
tion to levels necessary for 
achieving targets of agricult ural 
production. 

Bonus Scheme 

An important factor which 
seems to have resulted in 
larger offtake of fertiliser in 
some parts of the country in 
the current kharif season is the 
payment of bonus to the far¬ 
mers in the form of inputs. 
In the case of rice, an incentive 
bonus scheme for procurement 
for the Central Pool has been 
in force for some years; the 
bonus earned by the state 
governments under the scltemc 
is meant for being utilised for 
implementing programmes for 
stepping up agricultural pro¬ 
duction. A similar scheme for 
wheai has been in operation 
since 1973-74, and the bonus 
earned under this scheme dur¬ 
ing 1974-75 is to be utilised 
either for investment in deve¬ 
lopmental works for the bene¬ 
fit of the farmers or for making 
available to the farmers certain 
inputs at concessional rates. 

For rice, a new scheme 
providing for bonus on the 
basis of total procurement 
during 1974-75 in respect 
of states supplying certain 
minimum quantities to the 
Central Pool was also intro¬ 
duced, and the bonus earned 
by the state governments un¬ 
der the scheme was to be ex¬ 
clusively used fair subsidising 
phosphatic fertiliser; this sche¬ 
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me was to be operative for 

1974- 75 kharif season only. 
The Commission welcomes 
these schemes and is of the 
view' that in surplus states 
which make substantial contri¬ 
bution of rice to the Central 
Pool, the farmers should be 
paid a bonus, in addition to 
the procurement price, to 
maintain their incentive in pro¬ 
duction. 

Further, to encourage the 
offtake of fertiliser and other 
inputs, the bonus may be 
given to the farmers in the 
form of these inputs , as has 
been done in the case of wheat 
in some states in the current 
marketing season; alternatively, 
the bonus earned may be uti¬ 
lised for subsidising the sale 
of the inputs in the concerned 
states. The Commission, there¬ 
fore, suggests that the existing 
scheme of incentive bonus for 
rice should be modified in 
such a way that while the 
bonus to be earned by the 
state governments is linked 
to the supplies to the Central 
Pool, it should be utilised pri¬ 
marily for providing to the 
farmers, fertiliser and other 
inputs on concessional basis 
rather than for merely supple¬ 
menting their normal plan out¬ 
lays. 

Procurement Prices 

While deciding upon the ap¬ 
propriate level of the procure¬ 
ment prices for the kharif 
cereals to be marketed in 

1975- 76, the Commission has 
considered, among other things, 
the available information on 
cost of production of these 
cereals. Jn its las* report on 
the price policy for kharif 
cereals, the Commission while 
recommending a procure¬ 
ment price of Rs 74 per quin¬ 
ta] for paddy, had examined the 
data on cost of production of 
this crop for Andhra Pradesh 
and Orissa. The estimates of 
total cost were observed to be 
around Rs. 51.50 per quintal 
for Andhra Pradesh for 1971-72 
and Rs. 44.50 per quintal for 
Orissa for 1972-73. Since 
then, dataon cost of production 
of paddy and other kharif 
cereals have become available 
from the Comprehensive Sche¬ 
me for the Cost of Production 
of Principal Crops, for some 
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more States, viz., lor paddy tor 
Assam and West Bengal for 

1971-72 and Tamil Nadu for 

1971- 72 and 1972-73; for jowar 
for Karnataka for 1971-72 and 

1972- 73; and Maharashtra for 

1971- 72; and for bajra for 
Gujarat for 1971-72 to 1973-74 
and Rajasthan for 1970-71 to 

1972- 73. 

Average Cost 

The cost estimates vary 
from state to state and 
also from year to year. Leav¬ 
ing the extreme values, the esti¬ 
mates of total cost work out 
to Rs. 50 to Rs. 58 per quintal 
for different kharif cereals. 
These estimates represent aver¬ 
ages of the cost of production 
of different varieties, including 
coarse, medium and line. It 
is also pertinent to note that 
estimates of total cost already 
contain a return on invest¬ 
ment in fixed capital and ow ned 
land, which accounts for 33 
to 68 per cent. If the rental 
value of owned land and inte¬ 
rest on fixed capital arc taken 
out of the total cost, the 
balance inclusive of the input 
value of the family labour 
works out to Rs. 17.58 to 
Rs. 35.61 per quintal. (Table 
XII). 

It is true that prices of 
various inputs have gone up in 
recent years. At the same time, 
procurement prices of kharif 
cereals have also been raised 
by significant amounts since 

1973- 74, the increase in the 
case of paddy being from Rs 
51-58 per quintal in 1972-73 to 
Rs. 70 per quintal in 1973-74 
and Rs. 74 per quintal in 

1974- 75. It may also be men¬ 
tioned that while the Commi¬ 
ssion’s recommendation of Rs 
74 per quintal for the 1974-75 
season related to the standard 
varieties of paddy, which, in 
many states, were taken to be 
equivalent to medium varieties, 
government fixed a procure¬ 
ment price of Rs. 74 per 
quintal for coarse varieties and 
Rs. 76 or more per quintal 
for medium varieties in these 
states. As regards kharif coarse 
cereals, the procurement prices 
of Rs. 74 per quintal fixed 
by the government for the 
1974-75 season represented an 
increase of Rs. 4 per quintal 
for jowar, maize and ragi and 


Rs. i per quintal tot bajra 
over the respective levels re¬ 
commended by the Commiss¬ 
ion. 

Since 1974-75, the changes in 
the prices of important inputs 
have been only marginal. In 
fact, in the case of fertiliser, as 
already mentioned, a reduc¬ 
tion has been affected recently 
in the prices. Besides this, a 
general declining trend in pri¬ 
ces has been in evidence in 
recent months, as a result of 
which the index number of 
wholesale prices of all commo¬ 
dities in July 1975 reached a 
level lower than that a year 
ago. 

In view of the aforesaid, the 
Commission finds that there is 
no justification for any change 
in the existing level of the pro¬ 
curement prices for kharif cere¬ 
als. The Commission, there¬ 
fore, recommends that the pro¬ 
curement price for the coarse 
variety of paddy in the diffe¬ 
rent states be fixed at Rs 
74 per quintal for the 1975-76 
marketing season. The procure¬ 
ment price for rice may be 
derived from the procurement 
price for paddy on the basis 
of hulling/milling ratios and 
the processing and incidental 
charges obtaining in the diffe¬ 
rent states. The Commission 
also recommend?? that the pro 
curcmcnt prices for jowar, 
bajra, maize and ragi for the 

1975-76 season be maintained 
as Rs 74 per quintal. 

Varietal Difference 

The prices of puddy recom¬ 
mended being for the coarse 
varieties, those for the other 
varieties may be fixed keeping 
in view the normal varietal 
differences. . 

In deciding upon the procure¬ 
ment targets for the different 
states, the Commission bus 
taken into account the pros¬ 
pects of the kharif crop in the 
individual states as also their 
recent procurement perfor¬ 
mance. Total procurement of 
rice in the country during the 
1974-75 marketing season, des¬ 
pite a poor crop, has already 
amounted to 5.6 million tonnes 
as against the procurement 
target of 4*1 million tonnes; on 
the other hand, the procure- 
! 
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ment of coarse cereals has 
been affected by the decrease 
in production as well as the 
free movement of these cereals 
throughout the country. Since 
the current kharif crop is 
promising to be good, the 
Commission considers that it 
should be possible to procure 

5.3 million tonnes of rice and 

1.3 million tonnes of coarse 
cereals in the 1975-76 market¬ 
ing season. (Table XIII) 

The Commission recommen¬ 
ds that the state-wise targets 
for the procurement of rice 
for the 1975-76 marketing sea¬ 
son be fixed as given in the 
table alongside : 

The achievement of the 


above targets is necessary for 
sustaining the public distri¬ 
bution system as also for sett¬ 
ing apart some quantities for 
the building up of a buffer- 
stock. A bunerstock in the 
kharif cereals is a necessity in 
view of the wide fluctuations 
in production, low elasticity of 
demand and difficulty in ob¬ 
taining substantial quantities 
of these cereals from abroad. 
The opportunity provided by 
a likely upsurge in the kharif 
output should, therefore, be 
availed of for the building up 
of a buflerstock. In the case of 
coarse cereals, even when the 
movement is free form state 
to State, it should not be diffi¬ 
cult to procure 1.3 million 
tonnes in the coming season 


through an effectively enforced 
system of levy on producers. 
As for rice, too, every endea¬ 
vour should be made by the 
state governments to ensure 

Procurement Targets for 


State 

Rice 

Coarse 

cereals 

Andhra 

1,000 

50 

Pradesh 

Assam 

130 

_ 

Bihar 

100 

25 

Gujarat 

50 

75 

Haryana 

350 

50 

Jammu & 

50 

— 

Kashmir 

Karnataka 

200 

50 

Kerala 

80 

— 


the fulfilment of the respective 
procurement targets so that 
the overall target of 5.3 million 
tonnes for the country is 
achieved. 

Kharif Cereals : 1975-76 


(’000 tonnes) 


State 

Rice Coarse 
cereals 

Madhya 

Pradesh 

350 

150 

Maharashtra 

175 

350 

Orissa 

225 


Punjab 

1,000 

100 

Rajasthan 

10 

250 

Tamil Nadu 

600 

50 

Uttar Pradesh 

550 

125 

West Bengal 

400 

— 

Others 

30 

— 

All-India 

5,300 

1,275 


Table 1 

Index Numbers of Wholesale Prices 


(Base : 1961-62 = 100) 


C6mmodity 

Year 

Novem¬ 

ber 

Decem¬ 

ber 

January 

Feb¬ 

ruary 

March 

April 

May 

June 

July 

August 

Septem¬ 

ber 

Octo¬ 

ber 

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

Rice 

1970-71 

198.8 

188.2 

189.8 

191.7 

193.5 

196.9 

199.9 

203.4 

207.9 

212.9 

214.5 

210.2 


1971-72 

204.9 

196.3 

199.1 

201.2 

204.4 

211.2 

216.9 

222.1 

231.6 

241.9 

214.7 

243.3 


1972-73 

232.7 

233.7 

228.4 

235.6 

240.7 

247.4 

254.1 

261.6 

272.3 

286.9 

285.1 

289.4 


1973-74 

294.7 

286.0 

293.4 

302.3 

318.0 

336.8 

346.5 

356.5 

369.9 

389.3 

403.9 

401.9 


1974-75 

376.3 

343.2 

351.7 

359.2 

361.6 

374.3 

388.6 

397.0 

397.6 

— 


— 

Jowar 

1970-71 

178.7 

188.0 

196.7 

197.0 

198.0 

193.8 

194.2 

193.1 

201.3 

213.4 

219.9 

216.6 


1971-72 

214.7 

220.0 

220.0 

216,9 

221.1 

220.5 

222.6 

227.1 

234.6 

243.6 

251.8 

253.2 


1972-73 

244.7 

244.0 

247.4 

253.2 

259.3 

265.1 

281.1 

297.1 

303.5 

293.2 

292.8 

288.1 


1973-74 

299.6 

306.8 

324.9 

324.4 

325.2 

336.0 

353.9 

375.1 

388.8 

393.7 

426.0 

407.5 


1974-75 

378.3 

421.7 

422.1 

422.2 

39S.6 

403.1 

408.1 

399.6 

368.8 

-- 

— 

— 

fiajra 

1970-71 

138.4 

143.4 

141.7 

136.9 

131.7 

127.7 

127.1 

138.5 

144.5 

146.7 

148.1 

151.2 

1971-72 

161.8 

160.6 

169.7 

170.8 

179.1 

180.6 

186.2 

196.7 

207.9 

218.4 

225.6 

226.1 


1972-73 

226.0 

239.1 

246.0 

256.4 

273.0 

288.4 

298.8 

314.1 

308.2 

262.7 

241.8 

216.6 


1973-74 

234.9 

240.1 

255.9 

269.1 

273.3 

272.7 

291.3 

309.4 

335.4 

366.6 

394.5 

394.1 


1974-75 

407.7 

464.0 

473.6 

468.6 

464.3 

463.3 

455.6 

439.5 

391.5 


— 

— 

Maize 

1970-71 

163.3 

163.4 

173.4 

169.5 

168.7 

170.0 

173.7 

179.3 

174.2 

181 9 

183.6 

179.0 


1971-72 

187.2 

185.4 

208.8 

214.9 

223.6 

219.6 

222.0 

231.8 

243.7 

249.8 

249.9 

231.5 


1972-73 

221.2 

223.4 

242.9 

256.0 

261.1 

261.0 

• 281.7 

294.1 

302.9 

315.5 

300.2 

285.6 


1973-74 

311.9 

334.6 

376.9 

401.8 

433.5 

450.8 

453.3 

456.9 

489.2 

498.3 

517.8 

448.7 


1974-75 

409.1 

431.4 

454.4 

459.1 

447.9 

425.9 

424.0 

428.6 

397.5 

— 

— 

— 

Ragi 

1970-71 

155.8 

158.6 

163.9 

167.8 

161.3 

159.8 

159.4 

164.7 

175.7 

189.6 

182.7 

179.2 

J 971-72 

181.4 

190.4 

193.7 

191.1 

185.6 

182.0 

180.2 

181.1 

185.2 

190.0 

194.9 

198.5 


1972-73 

J97.0 

240.0 

207.8 

206.9 

207.3 

211.9 

214.7 

223.4 

235.6 

258.9 

255.0 

247.4 


1973-74 

250.8 

258.5 

266.2 

265.8 

277.4 

294.5 

305.4 

326.3 

343.0 

349.3 

349.1 

356.5 


1974-75 

357.0 

367.3 

375.9 

383.7 

379.2 

387.3 

383.7 

385.5 

384.2 

— 

— 

— 

Cereals 

1970-7! 

194.9 

189.7 

192.9 

193.6 

193.9 

194.0 

194.6 

197.2 

200.6 

206.0 

207.8 

204.7 

1971-72 

203.7 

199.6 

204.7 

206.1 

208.5 

209.0 

211.4 

217.0 

225.2 

234.3 

236.4 

235.8 


1972-73 

230.5 

228.3 

235,9 

242.9 

243.6 

242.2 

247.5 

253.9 

261.7' 

268.8 

265.9 

266.8 


1973-74 

278.9 

277.8 

285.7 ' 

293.1 

303.6 

327.4 

351.3 

357.2 

372.0 

390.7 

410.5 

403.8 


1974-75 

384.6 

375.6 

383.7 

386.9 

381.9 

377.3 

380.7 

382.7 

376.2 

— 

— 

— 

Poodgrains 

1970-71 

203.8 

200.2 

202.7 

201.1 

200.3 

200.1 

201.0 

205.4 

210.7 

219.8 

221.9 

219.9 

1971-72 

219.5 

215.3 

221.0 

221.7 

222.6 

221.7 

224.3 

234.1 

243.0 

252.0 

253.4 

254.5 


1972-73 

253.1 

251.7 

255.6 

261.4 

264.9 

263.6 

270.4 

276.2 

288.8 

293.5 

299.9 

292.9 


1973-74 

308.0 

-305.4 

313.2 

320.3 

331.0 

349.7 

370.8 

375.7 

391.6 

412.2 

436.6 

431.9 


1974-75 

417.0 

408.9 

410.0 

407.0 

397.1 

391.8 

394.9 

395.5 

386.0 

— 

— 

— 


BAmnz amuniasT 


Source : Office of the Economic Adviser, Ministry of Industry and Civil Supplies. 
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(Rs per quintal) 


Table II 

Rice : Month-end Wholesale Prices 


State/Centre 

Variety 

Year 

Novem 

ber 

• Decem¬ 
ber 

> Janu¬ 
ary 

Febru¬ 

ary 

March 

April 

May 

June 

July 

August 

Septem 

ber 

r Octo¬ 
ber 

I 

2 

3 

4 

5 

6 

7 

8 

9 

hT~ 

11 

12 

13 

14 

15 

Andhra Pradesh 












— 



Nizamabad 

Coarse 

1972-73 

142.00 

130.00 

135.00 

166.00 

170.00 

170.00 

185.0) 

186.00 

200.00 

170.00 

166.00 

172.00 



1973-74 

135.00 

140.00 

140.00 

155.00 

165.00 

162.00 

158.00 

170.00 

185.00 

185.00 

180.00 

185.00 

Bihar 


1974-75 

170.00 

175.00 

190.00 

200.00 

200.00 

200.00 

210.00 

215.00 

220.00 




Dumka 

Coarse 

1972-73 

135.00 

140.00 

160 (X) 

155.00 

163.00 

17V00 

195.00 

183.00 

200.00 

208.00 

220.00 

225.00 



1973-74 

170.00 

195.(X) 

210.00 

215.00 

212.00 

237. (X) 

240.00 

270. IK) 

280.00 

305.00 

290 00 

277.00 

Gujarat 


1974-75 

240.00 

210.(X) 

220.00 

204.00 

210.00 

230. IX) 

231.00 

233.00 

230.00 




'Rajkot 

Fine 

1972-73 

210.00 

215.1X1 

220. (X) 

247.00 

252 00 

240.00 

270.00 

270. (X) 

268.75 

267.50 

287.50 

285.00 



J 973-74 

290.00 

327.00 

310.(X) 

292.50 

325.01) 

325 (X) 

361.25 

383.75 

380.(10 

395.00 

520.00 

490.00 

Karnataka 


1974-75 

405.00 

460 00 

467.00 

415.00 

450.00 

420.00 

440.00 

425.00 

400.(X) 




Shimoga 

Coarse 

1972-73 

114.00 

114.00 

118.00 

121.00 

127.00 

125. (X) 

151.00 

144.00 

141.00 

165.00 





1973-74 

136.00 

185.(X) 

210. IX) 

213.00 

215.(X) 

172.(X) 

168.00 

170. (X) 

200 (X) 

198.00 

190.00 

190.00 

Madhya Pradesh 


1974-75 

175.00 

180.IX) 

185.00 

203.00 

204.00 

206.00 

205.00 

200.00 

190.(X) 




Durg 

Coarse 

1972-73 

120.00 

125.00 

125. (X) 

125.00 

125.00 

123.00 

123.00 

123.00 

130.00 

150(H) 

150 00 

150.00 



1973-74 

150.00 

190.00 

190.00 

175.00 

200.00 

200 (X) 

200.00 

210.(X) 

215.00 

280.00 

300.00 

300.00 

Orissa 


1974-75 

250.00 

230.00 

235.00 

245.00 

245.00 

260.00 

275.00 

275.00 

305.00 




Angul 

Coarse 

1972-73 

130.00 

130.00 

123.(K) 

123.00 

138.00 

138.(X) 

138. (X) 

138.00 

133.00 

13.3.00 

136.00 

1.30.00 



1973-74 

126.00 

129. IK) 

137.00 

148.00 

153.00 

170.00 

180. IX) 

180 (X) 

181.00 

235.00 

245.00 

2S0.00 

Uttar Pradesh 


1974-75 

225.00 

255. (X) 

240.00 

235.00 

240.00 

255.00 

260.00 

268.00 

270.00 




Balrampur 

Coarse 

1972-73 

130.(X) 

130.00 

142.00 

142.00 

140.00 

140. IX) 

163 IX) 

163.00 

180.00 

186.00 

170,00 

168. (X) 



( 973-74 

150.00 

150. (X) 

162 00 

167.(X) 

170.00 

202.00 

210 (X) 

210.00 

220.00 

240.00 

230.00 

220.00 

West Bengal 


1974-75 

175.00 

P5.00 

185.00 

190.00 

195.00 

190.(X) 

210.(X) 

215 00 

220.00 




Sinthia 

Coarse 

1972-73 

152.00 

120.00 

124.00 

126.00 

130.IX) 

136.00 

149.00 

153.00 

151.00 

150.00 

165.00 

160.00 



1973-74 

140.00 

142.00 

145.00 

145,00 

185.00 

195.00 

213.CX) 

232. (X) 

270.00 

274 00 

282.00 

250,00 

—••—.—-- 

. —. ... 

1974-75 

170.00 

175.00 

212.00 

190.00 

183.00 

196.00 

205.00 

215.00 

218.00 





Table III 

Jowar : Month-end Wholesale Prices 


(Rs per quintal) 


State/Centre 

Variety 

Year 

Novem¬ 

ber 

Decem¬ 

ber 

Jamia- 

ary 

Febru¬ 

ary 

March 

April 

May 

June 

July 

August Septem¬ 
ber 

- Octo¬ 
ber 

J 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

Andhra Pi adesh 
Vijaywada 

Gujarat 

Yellow 

1972- 73 

1973- 74 

1974- 75 

105.00 

83.00 

180.00 

105.00 

86.00 

152.00 

105.(X) 
90.00 
170.00 

100.00 

165.00 

85.00 

102.00 

J 70.00 

86.00 

135.00 

J 65.00 

90.00 

135.00 

155.08 

100.CO 
150.00 
150.00 

98. (X) 
165.00 
140.00 

109.00 

170.00 

90.00 

160.00 

100.00 

160.00 

Surat 

Haryana 

Yellow 

1972- 73 

1973- 74 

1974- 75 

105.00 

170.00 

210.00 

120*00 
170.00 
200. (X) 

140.00 

195.00 

190.00 

140.00 

185.00 

180.00 

140.00 

190.00 

185.00 

150.00 

190.00 

205.00 

150.00 

165.00 

210.00 

150.(X) 
165.00 
205.00 

190.(X) 
165.00 
185.00 

180.00 

160.00 

175.00 

215.00 

150.00 

185.00 

Rohtak 

Madhya Pradesh 

Red 

1972- 73 

1973- 74 

1974- 75 

78.00 

140.00 

83.50 

138.00 

137.00 

88.00 

155.00 

1.12.00 

104.00 

155.00 

125.00 

105.50 

152.00 

137.00 

119.00 

165.00 

135.00 

120.00 

170.00 

149.00 

142.00 

175.00 

127.00 

90.00 

160.00 

85.00 

80.00 

135.00 

75.00 

75.00 

Ujjatn 

Karnataka 

Yellow 

1972- 73 

1973- 74 

1974- 75 

60.00 

102.50 

155.00 

67.50 

122.50 

130.00 

66.50 

132.00 

150.00 

76.50 

150.00 

148.00 

67.70 
140.00 
145 00 

75.00 

146.00 

141.70 

80.50 

142.50 

148.00 

82.70 

178.00 

138.00 

177.50 

145.00 

155.00 

185.00 

130,00 

205.00 

125.00 

175.00 

Hubii 

Rajasthan 

Local 

1972- 73 

1973- 74 

1974- 75 

120.00 
188. (X) 
197.00 

J25.00 

168.00 

188.00 

125.00 

162.00 

190.00 

120.00 

165.00 

192.00 

128.00 

155.00 

180.00 

138.00 

155.00 

178.00 

165.00 

154.00 

178.00 

160.00 

150.00 

180.00 

190.00 

156.00 

174.00 

155.00 

164.00 

178.00 

181.00 

1S5.00 

183.00 

Ajmer 

Uttar Pradesh 

White 

1972- 73 

1973- 74 

1974- 75 

96.00 
95.IX) 
172.00 

109.00 

108.00 

173.00 

107.00 

103.00 

182.00 

114.00 

132.00 

175.00 

103.00 

136.00 

175.00 

108.(X) 
137.00 
182.00 

121.00 

155.00 

194.00 

130.00 

155.00 

205.00 

140.00 

167.00 

170.00 

128.00 

170.00 

122.00 

205.00 

92.00 

205.00 

Jhftnsi 

Mixed 

1972- 73 

1973- 74 

1974- 75 

86.00 

85.00 

130.00 

60.00 

83.00 

123.00 

70.00 

108.00 

160.00 

72.00 

123.00 

145.00 

75.00 

142.00 

125.00 

75.00 

115.00 

116.00 

78.00 

115.00 

127.00 

80.00 

140.00 

126.00 

90.00 

152.00 

126.00 

70.00 

155.00 

80.00 

m.oo 

74.00 

165.00 
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Tabu IV 


Bftjra : Month-end Wholesale Prices (Rs per quintal) 


State/Centre 

Variety 

Year Novem- Decem¬ 
ber ber 

Janu¬ 

ary 

Febru¬ 

ary 

March April 

May 

June 

July 

August Septem¬ 
ber 

Octo¬ 

ber 

1 

2 

3 4 5 

6 

7 

8 9 

10 

10 

11 

12 13 

14 


Andhra Pradesh 


Anakapalli 

Local 

1972-73 

90.00 

100.00 

95.00 

95.00 

100.00 

109.00 

105.00 

105.00 

104.00 

90.00 

85.00 

95.00 


1973-74 

90.00 

95.00 

90.00 

100.00 

100.00 

105.00 

110.00 

125.00 

150.00 

120.00 

112.00 

117.50 

Gujarat 

Rajkot 


1974-75 

135.00 

150.00 

150.00 

152.00 

162.00 

160.00 

135.00 

160.00 

140.00 



Deshi 

1972-73 

137.50 

127.50 

128.75 

163,75 

155.75 

167.50 

162.50 

163.75 

120.00 

117.50 

118.85 

117.35 


1973-74 

150.00 

140.00 

159.35 

140.60 

150.00 

144.35 

157.50 

157.50 


199.50 

207.10 

196.25 

Haryana 

Rohtak 


1974-75 

207.35 


220.00 

240.00 

256.00 

230.00 


173.75 

165.00 



Coarse 

1972-73 

95.00 

105.00 

105.00 

115.00 

115.00 

115.00 

120.00 

135.00 

120.00 

115 00 

95.00 

80.00 



1973-74 

93.00 

92.00 

97.00 

98.00 

106.00 

108.00 

113.50 

123.00 

130.00 

145.00 

175.00 

155.00 



1974-75 

185.00 

185.00 

185.00 

180.00 

185.00 

180.00 

170.00 

170.50 

165.00 



Madhya Pradesh 















Bhind 

Local 

1972-73 

98.75 

76.25 

78.75 

85.00 

83.12 

87.50 

100.00 

131.25 

122.50 

100.00 

101.25 

80.00 



1973-74 

93.75 

102.50 

118.00 

110.00 

113.75 

117.50 

121.00 

130.00 

137.50 

157.50 

181.25 

165.00 



1974-75 

185.00 

182.50 

175.00 

165.00 

166.47 

150.00 

150.00 

145.00 

145.00 



Maharashtra 















Akola 

Local 

1972-73 

112.10 

125.00 

114.00 

131.50 

144.00 

157.00 

177.25 

216.25 

187.00 

148.00 

182.00 

121.00 



1973-74 

121.00 







130.00 

150.00 

145 00 

147.00 

127.00 



1974-75 

135.00 

140.00 

155.00 

140.00 

135.00 

140.00 

160.00 

170.00 

160.00 



Rajasthan 















Jodhpur 

Local 

1972-73 

100.00 

105.00 

115.00 

125.00 

125.00 

129.00 

150.00 

135.00 

150.00 

135 00 

115.00 

85.00 



1973-74 

105.00 

95.00 

100.00 

110.00 

90.00 

95.00 

105.00 

115.00 

125.00 

150.00 

180,00 

175.00 



1974-75 

200.00 

200.00 

200.00 

200.00 

200.00 

200.00 

205.00 

200.00 

160.00 


Tamil Nadu 















Erode 

Local 

1972-73 

72.00 

75.00 

80.00 

83.00 

87.00 

90.00 

94.00 

108.00 

98.00 

77.00 

78.00 

77.00 

* 


1973-74 

78.00 

78.00 

96.45 

97.77 

115.00 

133.33 

133.33 

140.00 

165.00 

175.00 

185.00 

185.00 



1974-75 

200.00 

210.00 

205 00 

217.00 

207.00 

207.00 

206.00 

180.00 

176.00 



Uttar Pradesh 















Agra 

Local 

1972-73 

81.00 

87.00 

98.00 

90 00 

88.00 

92.00 

95.00 

95.00 




85.00 



1973-74 

80.00 

85.00 

91.00 

98.00 

95.00 

93.00 

110.00 

127.00 

128.00 

147.00 

178.00 

156.00 



1974-75 

165.00 

205.00 

195.00 

175.00 

165.00 

160.00 

160.00 

155.00 

135.00 




T ABI t* V 

Maize : Month-end Wholesale Prices 


(Rs per quintaJ) 


State/Centre 

Variety 

Year 

Novem¬ 

ber 

Decem¬ 

ber 

Janu¬ 

ary 

Febru¬ 

ary 

March 

April 

May 

June 

July 

August Septem¬ 
ber 

Octo¬ 

ber 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

Andhra Pradesh 















Nizamabad 

Local 

1972-73 

83.50 

79.00 

77.90 

94.00 

91.00 

107.00 

120.25 

139.30 

135.00 

128.00 

73.30 




1973-74 

80.00 

80.00 

102.00 

107.05 

141.75 

139.00 

133.25 

150.70 

158.00 

164.00 

166.00 

148.00 



1974-75 

145.00 

144.00 

148.60 

135.00 

121.25 

110.75 

117.00 

117.00 

104.50 




Bihar 















Khagaria 

Red 

1972-73 

75.00 

78.00 

85.00 

95.00 

97.00 


90.00 

150.00 

145.00 

120.00 

100.00 

132.50 



1973-74 

132.50 

142.50 

175.00 

217.50 

192.50 

182.50 

150.00 

162.50 

175.00 

175.00 

182.50 

195.00 



1974-75 

155.00 

162.50 

165.00 

167.50 

147.50 

130.00 

125.00 

127.00 

110.00 




Gujarat 

Dohad 

Yellow 

1972-73 

86.00 

90.00 

111.00 

127.00 

120.00 

135.00 

149.00 

155.00 

139.00 

131.00 

130.00 

118.00 



1973-74 

132.50 

152.00 

154.00 

168 00 

180.00 

175.00 

162.00 

170 00 

167.00 

178.00 

180.00 

122.00 



1974-75 

150.00 

158.00 

163.00 

159.00 

160.00 

166.50 

168.00 

168.00 

148.00 




Madhya Pradesh 

Jhabua 

White 

1972-73 

92.00 

88.00 

94.00 

111 .(X) 

108.00 

118.00 

130.00 

130.00 

139.00 

145.00 

135.00 

145.00 



1973-74 

160.00 

161.00 

160.00 

160.00 

170.00 

185 00 

195.00 

190.0U 

200.00 

190.00 

210.00 

140.00 



1974-75 

155.00 

160.00 

180.00 

166.00 

170.00 

170.00 

175.00 

175.00 

155.00 




Karnataka 















Gakak 

Local 

1972-73 

87.00 

92.00 

95.00 

98.00 

114 00 

118.00 

152.00 

152.00 

175.00 

141.00 

130.00 

85.00 



1973-74 

97.00 

98.00 

118.00 

171.00 

120.00 

128.00 

135.00 

136.00 

150.00 

155.00 

160.00 

143.00 



1974-75 

144.00 

146.00 

172,00 

164.00 

147.00 

140.00 

144.00 

145.00 





runjao 

Ludihana 

Coarse 

1972-73 

62.50 

60.00 

61.00 

61.70 

61.00 

59.00 

67.00 

64.50 

72.00 

75.00 

74.25 

72.50 



1973-74 

70.00 

70.00 

86.00 

99.00 

156.00 

150.00 

145.00 

145.00 

155.00 

170.00 

155.00 

00.00 



1974-75 

138.50 

13$.50 

146.00 

140.00 

139.00 

135 00 

138.00 

148.00 

122.00 




Rajasthan 















Ajmer 

Yellow 

1972-73 

88.00 

92.00 

100.00 

116.00 

102.00 

109.00 

110.00 

128.00 

133.60 

132.50 

120.00 

105.00 



1973-74 

122.00 

125.00 

135.00 

138.00 

139.00 

153.00 

156.00 

155.60 

165.00 

180.00 

196.00 

177.00 



1974-75 

165.00 

160.50 

168.00 

161.00 

160.00 

160.00 

164.00 

170.00 

155.00 




Uttar Pradesh 















Bahraich 

White 

1972-73 

64.00 

72.00 

82.00 

75.00 

70.00 

68.00 

80.00 

90.00 

98.80 

103.00 


72,00 



1973-74 

80.00 

95.00 

115.00 

140.00 

145.00 

145.00 

145.00 

145.00 

160.00 

168.00 

150.00 

105.00 



1974-75 

115.00 

127.00 

140.00 

140.00 

140.00 

130.00 

130.00 

125.00 

126.00 
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Table VI 


Total Food grains Area, Production aad Yield 


Area ('000 hectares) Production (’000 tonnes) Yield (Kgs. per hectare) 


State 



1971-72 

1972-73 

1973-74 

1971-72 

1972-73 

1973-74 1971-72 

1972-73 

1973-74 

1 

2 

3 

4 

5 

6 

7 

8 

9 

To* 

Andhra Pradesh 

8,690 

8,809 

9,242 

7,291 

6,708 

8,331 

839 

762 

901 

Assam 

2,112 

2,299 

2,237 

1,996 

2,396 

2,171 

945 

1,042 

971 

Bihar 

9,748 

10,126 

9,769 

9,067 

9,320 

7,679 

930 

920 

786 

Gujarat 

4,934 

4,330 

4,666 

4,222 

2,214 

3,629 

856 

511 

778 

Haryana 

3,958 

3,976 

3,969 

4,545 

4,078 

3,839 

1,149 

1,026 

967 

Himachal Pradesh 

824 

810 

799 

945 

914 

937 

1,148 

1,128 

1,172 

Jammu & Kashmir 

775 

792 

797 

959 

954 

1,010 

1,236 

1,205 

1,268 

Karnataka 

7,323 

5,849 

6,936 

6,065 

4,600 

6,151 

828 

786 

887 

Kerala 

925 

923 

926 

1,373 

1,397 

1,376 

1,485 

1,514 

1,486 

Madhya Pradesh 

17,056 

17,058 

17,083 

11,634 

10,631 

10,413 

682 

623 

610 

Maharashtra 

12,176 

10,471 

13,934 

4,953 

3,051 

7,236 

407 

291 

519 

Nagaland 

63 

93 

95 

53 

54 

56 

531 

581 

584 

Orissa 

5,950 

5,915 

6,168 

4,354 

4,860 

5,310 

732 

22 

861 

Punjab 

3,915 

4,013 

4,104 

7,928 

7,694 

7,720 

2,025 

1,917 

1,881 

Rajasthan 

12,651 

12,194 

13,703 

6,335 

5,158 

6,7 J 6 

501 

423 

490 

Tamil Nadu 

5,162 

5,251 

5,261 

6,943 

7,167 

7,258 

1,345 

1,365 

1,380 

Uttar Pradesh 

19,359 

19,357 

19,233 

17,698 

18,154 

15,730 

914 

938 

818 

West Bengal 

6,153 

6,108 

6,251 

7,856 

6,772 

6,865 

1,277 

1,109 

1,098 

All-India 

1,22,623 

1,19,277 

1,26,128 

1,05,168 

97,026 

1,03,611 

858 

813 

821 


Source : Directorate of Economics and Statistics, Ministry of Agriculture and Irrigation. 


Table VII 

Rice : Area, Production and Yield 


Area ('000 hectares) Production ('000 tonnes) Yield (Kgs. per hectare) 


State 

1971-72 

1972-73 

1973-74 

1971-72 

1972-73 

1973-74 

1971-72 

1972-73 

1973-74 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

Andhra Pradesh 

3,041 

2,928 

3,258 

4,717 

4,257 

5,352 

1,551 

1,454 

1,643 

Assam 

J.968 

2,069 

2,078 

1,908 

2,177 

2,066 

970 

1,052 

994 

Bihar 

5,411 

4,7 f6 

5,121 

5,273 

4,465 

4,140 

974 

947 

809 

Gujarat 

475 

405 

446 

518 

148 

468 

1,091 

365 

1,049 

Haryana 

291 

291 

292 

536 

462 

540 

1,842 

1,588 

1,849 

Himachal Pradesh 

98 

95 

97 

104 

86 

118 

1,056 

906 

1,214 

Jammu & Kashmir 

213 

230 

237 

370 

343 

460. 

1,739 

1,488 

1,941 

Karnataka 

1,120 

1,010 

1,142 

2,097 

1,749 

2,069 

1,872 

1,731 

1,812 

Kerala 

875 

874 

877 

1,352 

1,376 

1,354 

1,544 

1,575 

1,544 

Madhya Pradesh 

4,526 

4,579 

4,468 

3,702 

3,084 

3,537 

818 

673 

792 

Maharashtra 

1,332 

1,285 

1,359 

1,369 

746 

1,641 

1,028 

580 

1,207 

Orissa 

4,646 

4,476 

4,753 

3,620 

3,983 

4,439 

779 

890 

934 

Punjab 

450 

476 

508 

920 

955 

1,163 

2,044 

2,008 

2,289 

Rajasthan 

133 

136 

132 

159 

80 

118 

1,195 

589 

890 

Tamil Nadu 

2,691 

2,851 

2,749 

5,302 

5,569 

5,595 

1,970 

1,954 

2,035 

Uttar Pradesh 

4,722 

4,374 

4,467 

3,777 

3,273 

3,840 

800 

748 

860 

West Bengal 

4,991 

5,069 

5,153 

6,508 

5,715 

5,799 

1,304 

1,127 

1,125 

All-India 

37,758 

36,688 

38,011 

"43,068 

39,245 

43,742 

1,141 

1,070 

1,151 


Source : Directorate of Economics and Statistics, Ministry of Agriculture and Irrigation 
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Tabu vm 

Jowar : Area, Production and Yield 


State 

Area ('000 hectares) 


Production (’000 tonnes) 

Yield (Kgs. per hectare) 


1971-72 

1972-73 1973-74 

1971-72 

1972-73 

1973-74 

1971-72 

1972-73 1973-74 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

Andhra Pradesh 

2,532 

2.84K 

2,767 

1.140 

1,230 

1,322 

450 

432 

478 

Gujarat 

1.197 

1,015 

1,000 

483 

213 

431 

403 

210 

431 

Karnataka 

2.420 

1,794 

2,215 

1,861 

1,082 

1,697 

769 

603 

766 

Madhya Pradesh 

1,965 

2,226 

2,116 

1,244 

1,746 

1,157 

633 

785 

547 

Maharashtra 

6.169 

4,994 

6,146 

1.932 

1.246 

2.869 

313 

249 

467 

Rajasthan 

923 

989 

1,106 

253 

308 

386 

274 

311 

349 

Tamil Nadu 

717 

680 

670 

515 

537 

563 

717 

790 

840 

Uttar Pradesh 

621 

729 

704 

228 

524 

483 

367 

719 

686 

All-India 

16,777 

15,513 

16,964 

7,722 

6,968 

8.992 

460 

449 

530 


Source : Directorate of Fconomics and Statistics, Ministry of Agriculture and Irrigation. 


Tam i JX 

Bajra : Area. Production and Yield 


State 

Area ('000 hectares) 


Production ('000 tonnes) 

Yield (Kgs. 

per hectare) 



1971-72 

1972-73 1973-74 

1971-72 

1972-73 

1973-74 

1971-72 1972-73 1973-74 

. 1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

And lira Pradesh 

522 

506 

562 

228 

180 

348 

437 

355 

619 

Gujarat 

1.776 

1,716 

1,826 

1,545 

844 

1.312 

870 

492 

719 

Haryana 

882 

904 

951 

624 

467 

689 

707 

517 

725 

Karnataka 

522 

266 

441 

174 

SO 

216 

333 

300 

480 

Madhya Pradesh 

198 

224 

227 

119 

145 

214 

600 

649 

946 

Maharashtra 

1.135 

1.27K 

2.234 

239 

204 

856 

211 

160 

383 

Punjab 

145 

129 

133 

171 

108 

J28 

1,178 

840 

962 

Rajasthan 

5,100 

5,235 

5.714 

1,363 

864 

2,181 

267 

165 

382 

Tamil Nadu 

494 

428 

429 

297 

291 

297 

601 

679 

692 

Uttar Pradesh 

949 

1,086 

1,063 

530 

720 

808 

558 

663 

760 

All-India 

11,773 

11.816 

13.M6 

5.319 

3.929 

7,087 

452 

333 

519 


Source : Directorate of Fconomics and Statistics, Ministry of Agriculture and Irrigation. 


Tmu i X 

Mai/e .* Area. Production and Yield 


State 

Area 

1971-72 

(’000 hectares) 

1972-73 1973-74 

Production ('000 tonnes) 

1971-72 -1972-73 1973-74 

Yield (Kgs 

1971-72 

per hectare) 

1972-73 1973-74 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

Andhra Pradesh 

271 

287 

273 

294 

292 

372 

1,083 

1,018 

1,364 

Bihar 

823 

855 

976 

133 

800 

943 

161 

936 

966 

Gujarat 

269 

251 

258 

432 

256 

194 

1,609 

1,020 

749 

Haryana 

114 

112 

US 

139 

124 

119 

1.219 

1,107 

1,008 

Himachal Pradesh 

240 

251 

24S 

330 

393 

436 

1.342 

1.564 

1,757 

Jammu & Kashmir 

282 

276 

267 

363 

380 

316 

1,287 

1,376 

1,182 

Karnataka 

80 

120 

151 

308 

425 

454 

‘3,841 

3.546 

3,007 

Madhya Pradesh 

597 

624 

622 

484 

616 

417 

812 

987 

671 

Punjab 

548 

562 

549 

857 

906 

738 

1.565 

1,613 

1,344 

Rajasthan 

763 

802 

837 

751 

662 

343 

984 

825 

410 

Uttar Pradesh 

1,479 

1.483 

1,484 

843 

1.357 

1.101 

570 

915 

742 

All-India 

5.668 

5,838 

6,021 

5,101 

6,389 

5.643 

900 

1.094 

937 


Source ; Directorate of Fconomics and Statistics, Ministry of Agriculture and Irrigation. 
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Table XI 

Compound Growth Rates of Area, Production and Productivity 

(Per cent per annum) 


Table XII 

Estimates of Cost of Production 


Crop 

Period 

Area Production 

Produc¬ 

tivity 

1 


2 

3 

4 



5 

Rice 

1952-53 

to 1964-65 

1.57 

3.35 


1 

.74 


1967-68 

to 1973-74 

0.43 

1.86 


1 

.30 

Jowar 

1952-53 

to 1964-65 

0.52 

1.95 


1 

.44 


1967-68 

to 1973-74 

( )2.58 

(->4.37 

(- 

-)i 

.81 

Bajra 

1952-53 

to 1964-65 

(-)0.10 

1.53 


1 

.32 


1967-68 

to 1973-74 

0.33 

3.64 


3. 

33 

Maize 

1952-53 

to 1964-65 

2.32 

2.91 


0 

.58 


1967-68 

to 1973-74 

0.80 i 

[-)G.98 

(- 

-)1 

.78 


Average cost of production 
(Rs. per quintal) 

Crop/State Col. 

Reference Total Cash Rental (5) as 
period cost and value of percen- 
kind owned tage of 
expenses land-j- Col. 

H value interest (3) 

of family on 
labour owned 
fixed 
capital 


Worked out in the Commission, on the basis of the 
Index Numbers of the respective seriesjavailable with 
the Directorate of Fxonomics and Statistics, Ministry 
of Agriculture and Irrigation. 


Table XIII 

Procurement of Kharif Cereals : 1974-75 


(’Q00 tonnes) 

Coarse 

cereals 


1 

2 

3 

Andhra Pradesh 

845 

1 

Assam 

103 

—. 

Bihar 

61 

—. 

Gujarat 

12 

1 

Haryana 

258 


Jammu & Kashmir 

24 

— 

Karnataka 

99 

23 

Kerala 

30 

-- 

Madhya Pradesh 

116 

113 

Maharashtra 

81 

J17 

Orissa 

55 

— 

Punjab 

955 

15 

Rajasthan 

8 

10 

Tamil Nadu 

439 

— 

Uttar Pradesh 

276 

18 

West Bengal 

219 

_ 

All-India 

3,599 

298 


1 

2 

3 

4 

5 

6 

Paddy 

Andhra Pradesh 

1971-72 

51.53 

31.29 

20.24 

39.3 

Assam 

1971-72 

49.90 

26.11 

23.79 

47.7 

Orissa 

1971-72 

40.13 

23.99 

16.14 

40.2 


1972-73 

44.19 

27.54 

16.65 

37.7 

Tamil Nadu 

1971-72 

53.47 

35.61 

17.86 

33.4 


1972-73 

62.02 

43.93 

18.09 

29.2 

West Bengal 

1971-72 

54.15 

30.27 

23.88 

44.1 

Jowar 

Karnataka 

1971-72 

45.06 

17.58 

27.48 

61.0 


1972-73 

56.64 

22.50 

34.14 

60.3 

Maharashtra 

1971-72 

57.03 

18.04 

38.99 

68.4 

Bajra 

Gujarat 

1971-72 

49.67 

31.41 

18.26 

36.8 

1972-73 

78.09 

43.58 

32.51 

41.6 


1973-74 

57.63 

25.95 

31.68 

55.0 

Rajasthan 

1970-71 

36.82 

18.15 

18.67 

50.7 


1971-72 

54.83 

27.35 

27.48 

50.1 


1972-73 

84.54 

45.95 

37.59 

45.0 


Note : Figures based on information available on Aueust 30 
1975. 

Sonree : Department of Food, Ministry of Agriculture and 
Irrigation. 


Note : 1. Figures for Gujarat are provisional. 

2. Total Cost = Cash and kind expenses4imputed value 

of family labour, rental value of owned 
land and imputed interest on owned 
fixed capital. 

3. Cash and kind expenses include expenses incurred 
in cash and kind on hired human labour, bullock and 
machine labour (both hired and owned), seed (both 
farm produced and purchased), insecticides and pesti¬ 
cides, fertilizers and manures, irrigation charges, 
land revenue, cesses and taxes, depreciation on imple¬ 
ments and farm buildings and rent paid for leased-in 
land. 

4. The high estimates of per quintal cost during 1972-73 
for different cereals are mainly due to drought condi¬ 
tions resulting in low yields in that year. 

5. The above estimates are based on the data collected 
under the comprehensive scheme for studying the 
Cost of Cultivation of Principal Crops. The field data 
were collected and compiled by the agricultural uni¬ 
versities etc. to whom the field work has been entrusted. 
The processing and analysis of the compiled data were 
done in the Directorate of Economics and Statistics, 
Ministry of Agriculture and Irrigation. 
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Prtce Rupees Two Moving finger 


Moving Fingor 
Loading Articles 

Not for Frlond'o Baku 
Indo-US Accord 
For the Buoy Season 
IDBI: Expending Operetione 
Engineering Exports 
Changing Face of Rajasthan 

Point of View 


w An interesting PTL report on the judgment delivered by the Madras High Court, 
dismissing the habeas corpus petition of a lorry-owner detained under the Main- 

770 tenancc of Internal Security Act for alleged illegal transport of rice, has been publish- 

771 ed in newspapers. A Division Bench of this High Court has held that measures enacted 
77S , hastily to meet a pressing national emergency, in which the state’s very existence is 

773 at stake, should be construed more liberally in favour of the state than normal peace- 

774 time legislation. This judgment has pronounced that, in an emergency, individual 

775 liberty must be balanced with social interest; since an emergency demands drastic 
and immediate measures to meet imminent peril, ordinary dimensions of rights cannot 
be ensured by the state without detriment to public interest. 


Thoughts on the Sugar Industry 

— D.P. Anond 777 

Window on the World 

Pros and Com of Nogatlvo Income 

Tax —Jossleyn Hennessy 781 

Tale of Bankrupt Cltiee 

—E.B. Brook 783 

International Grain Raserves : US 
Proposal 784 


Trade Winds 

Aluminium Distribution; Syndi¬ 
cate Bank's Golden Jubilee; 
Deposits with Non-flnancial 
Firms; Agreemant on Double 
Taxation; Seminar on New 
Economic Order; Indo-Sudan 
Trade; Indo-Soviet Trade Talks; 

AIMO on Bonus Amendment; 

New Ship from England; Bhel 
Foundry Forge; Bharat Earth 
Movers; Hindustan Cables; 
Hindustan Insecticides; De¬ 
centralisation of Provident Fund; 

New Loan Floated by TNEB; 

Names in the News. 786-788 

Company Affairs 

Scindia Steam; Bally Jute; Pre¬ 
mier Tyres; Indian Aluminium; 
Syndicate Bank; KSIDC; Jay 
Engineering Works; TISCO; 
Century Enka; Hindustan Orga¬ 
nic Chemicals; News and Notes; 

New Issues; Capital and Bonus 
Issues; Dividends. 789-792 

Records and Statistics 
Fiscal Measures for Fatter Growth 


Earlier, the Hon’blc Mr Justice S. Rangarajan and the Hon’ble Mr Justice R.N. 
Agarwal of the Delhi High Court had also delivered an important judgment which 
allowed a habeas corpus application under Article 226 of the Constitution of India in 
the matter of Maintenance of Internal Security Act, 1971 and its amendments. Per¬ 
haps this judgment also deserves equal publicity. This petition was for the quashing 
of the order of detention passed against a local journalist by the Additional District 
Magistrate, Delhi. According to the court’s vet diet in this case, if an order is challeng¬ 
ed on the ground that it is not one under the relevant statute, the MISA in this case, and 
sufficient circumstances are placed before the'eourt in support of such a review, it will 
be for the state to make a “good” return setting at rest “substantial and disquieting 
doubts” concerning either the validity or the bona fides of the order of detention. 

The learned judges also took the view that the administrative process would have its 
sway during an emergency but,only subject to the limits set by the law. They emphasi¬ 
zed that there had been no suspension of the writ of habeas corpus in our country and 
therefore if freedom from arbitrary or illegal aircst and prevention of exploitation of 
it for personal ends were to be made possible, it could be only by resort to the judicial 
power to keep administrative discretion in this respect “structured, confined and 
checked”. The judgment stated further that the judges concerned had endeavoured to 
indicate the availability of judicial review and also to indicate, at least broadly, at the 
same time, the limits subject to which it would be available; “what we have been at 
pains to explain is that the Rule of Law will not permit arbitrary executive action.” 

TMTr Dharam Bir Sinha, deputy minister for Information and Broadcasting, must be 
a happy man now. It has been a matter of much distress to him that the press 
gives more space to international news than to national affairs or developments. As 
if to assure him that they have resolved to be good boys, our national newspapers have 
given equal prominence to Mr Rajni Patel marrying again and the Burton remarriage. 
Elizabeth Taylor may be more newsworthy, but the president of the Bombay Pradesh 
Congress Committee must be deemed to be worthier nationally. 

ITIhe Police Commissioner, Madras city, is reported to be considering the banning of 
the manufacture, sale or flying of kites in that state capital. Could this be a DMK 
move against ’^merger” reports or predictions which are being bandied about in Con¬ 
gress (I) circles? 
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Not for friends' sake 


The Finance minister’s inaugural address 
to the tenth all-India annual conference 
of tax executives held in New Delhi under 
the auspices of (he Federation of Indian 
Chambers of Commerce and Industry 
certainly had merits. For instance, in 
spite of the somewhat austere political 
situation prevailing in the country, the 
powers-thal-be are willing, evidently, to 
encourage or promote a dialogue between 
themselves and the business communit). 
This is not surprising perhaps, considering 
that businessmen on the whole have proved 
sufficiently malleable and adaptive where 
the major political premises of the ruling 
party are concerned One good turn 
deserves another and nothing is more 
calculated to strengthen or stimulate co¬ 
operation than an attitude of “I scratch 
your back and you scratch mine'*. 

Far be it from us however to cavil at 
this rare atmosphere of mutual admiration 
or goodwill. On the contrary, for the 
people's sake, let us hope that this atmos¬ 
phere or mood currently determining the 
relations between the government and the 
business community would result in real 
benefit to the nation and i»s cause of econo¬ 
mic growth. Here it is necessary to point 
out that there is a danger of bargains being 
made or deals being struck which may not 
be in the larger interests of the community 
but could onlv help the political purposes 
of the government or sectional business 
interests. 

For instance, while it is sound to argue 
that the system ofeorporate taxation should 
take into account the particular diffi¬ 
culties or problems of industries or indus¬ 
trial units which aic overcapitalized due to 
escalations in the cost of plant and equip¬ 
ment, it docs noi follow that excise duties 
or the mechanism of price fixing should be 
so manipulated as to give undue protection 
to high-cosi producers at the expense of 
their more efficient competitors or the 
community at large. The issue here is 
not a simple one, and if the problem is to 
be treated properly in fiscal terms, the 
attempt has to be scientific rather than 


ad hoc. The Finance minister in fact had 
indicated in his speech presenting the 
budget for the current financial year that 
an expert enquiry at the official level was 
being carried out and that the government 
hoped to propose fiscal correctives or 
remedies on the basis of its results. It 
would be logical to expect that this under¬ 
taking would be carried out in the next 
central budget. 

The Finance minister has said that 
“stable taxation rates are as important as 
the stability of other parameters involved 
in industry." This observation is like a 
whiff of fresh air and indeed we suspect 
that this bit of ministerial wisdom is new 
enough to have dawned on Mr. C. Sub- 
ramaniam during the last 100 days. Fot, 
it is a matter of record that the government 
has hitherto had not much use for stability 
of tax structure or rates. On the contrary, 
particularly where central excise duties 
are concerned, successive central budgels, 
including interim or supplementary bud- 
gels. had been acting wantonly in pushing 
up central excise taxation. 

While we may therefore agree with Mr 
Subramaniam that reflation may not be a 
remedy for imbalances in particular mar- 
keis, we would also emphasize that com¬ 
modity taxation, particularly central excise 
taxation, whether in its entirety or in its 
particulars, is certainly acting as a defla¬ 
tionary force in a large number of indivi¬ 
dual markets and is thereby having the 
force of a deflationary factor of wide 
dimensions. This incidentally makes 
nonsense of special pleadings by trade 
interests or involved ministers for the 
reduction of excise duties on individual 
items such as TV sets. What is clearly 
needed is a review of the- regressive effect 
of the numerous excise duties at the pre¬ 
vailing high rales on production and 
employment in a great many industries 
including some of the basic as well as 
mass consumpt ion goods industries. Here 
again the Finance minister has held out 
hopes of flexibility in government’s 
thinking as it attempts to deal with the 


demands of budget-making for the next 
financial year. 

Meanwhile it is not at all bad that 
manufacturers, for a change, should be 
chasing consumers in many markets. 
There is indeed a good deal that is heart¬ 
warming in the spectacle of textile mills, 
for instance, knocking one another down 
in their scramble for festival custom. We 
may add, however, that, to the extent that 
there is genuine distress in the cotton tex¬ 
tile industry, some relief could be given to 
it by moderating mills’ obligations in 
respect of levy cloth. This incidentally 
should assist the decentralized sector in 
liquidating stocks. 

For the rest, there is everything to 
be said for buyers' markets being en¬ 
couraged to persist in as many indus¬ 
tries as possible until a balance is struck 
at a higher level of offtake following 
release of rural purchasing power as the 
large kharif harvests reach the mandis 
or the government’s godowns. In other 
words, the time between now and the next 
central budget is best employed by 
government in working out changes or 
innovations in fiscal policy which, while 
correcting past aberrations or perversions, 
may also increase the scope for the tax 
system functioning as a reasonably 
positive factor in stimulating business 
recovery and economic growth in a way 
that promotes the larger interests of 
the community rather than merely make 
things easy for the government's fair- 
weather friends in industry or commerce. 
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Indo-US accord 


This hioii-llviiL talks between our External 
Affairs minister, Mr. Y.B. Chavan, and the 
US President, Mr Gerald Ford, assisted 
by the US Secretary of State, Dr. Henry 
Kissinger, at Washington recently had 
paved the way for increased trade and 
cooperation in the fields of industry, 
science and technology, education and cul¬ 
ture between the two countries. The fact 
that Mr Chavan had found a ** mutual 
desire” for good relations and a deliberate 
attempt to ignore the irritants between 
our country and the IJSA was indeed a 
happy augury. A trend towards normali¬ 
sation of dealings had in fact been initiated 
by Mr Chavan at the seventh special session 
of the United Nations and by Mr C. 
Subramaniam at the World Bank- 
IMF annual meetings. Lmboldcncd by the 
responses he got at these meetings, Mr 
Subramaniam had confidently asserted on 
his return from the USA that the resump¬ 
tion of US economic assistance and food 
aid under Public Law 480 was round the 
corner. 

The joint communique issued at the close 
of the discussions of the Indo-US Commis¬ 
sion at Washington endorsed plans for an 
extensive programme to further increase 
trade between the two countries. It 
may be staled that the USA is already our 
biggest trading partner. In 1973-74, our 
trade (imports plus exports) with the 
USA at Rs 751.8 crorcs was the highest 
among all the trading countries. Japan 
which occupied the second rank had a 
trade turnover of Rs 610.7 crores. A 
similar trend was witnessed in 1974-75 
also during the first two quarters of which 
the total of imports and exports at Rs 433.0 
crores in the case of the USA was once 
against the highest among all the trading 
partners. 

As a result of the recent exchange 
of views, an attempt would be made 
to accelerate the export of such 
goods as industrial machinery, finished 
industrial products and wide-ranging 
engineering equipment. Our. country 
would continue to import capital equip¬ 
ment and industrial products endowed 


with sophisticated technology. In view 
of the comparatively easy position in 
regard to foodgrains and fertilisers, imports 
on both these counts were expected to be 
drastically reduced. It was also agreed 
that trade shows, exhibitions and other 
publicity media would be pressed into 
service for stimulating commerce between 
the two countries. A liberal exchange of 
trade missions was also expected to be 
encouraged. 

The setting up of a joint business council 
for arranging frequent deliberations 
between the business leaders of the two 
countries was a welcome move because the 
foundations for increased trade had been 
laid in the past by encouraging joint 
ventures. In 1972. the country-wise break 
up of foreign collaboration ventures indi¬ 
cated the USA occupying the top position 
with 61 agreements out of a total of 256. 
Similarly, in 1973 and 1974 also, the USA 
was a leader with 48 and 79 ventures to 
its credit out of totals of 265 and 359 
respectively. However, mere approval of 
joint ventures w>as not enough; it was 
necessary to provide all possible facilities 
to bring them to fruition. The liberalisa¬ 
tion of the industrial policy of our country, 
especially in relation to the export-oriented 
industries, was expected to stimulate the 
coming together of Indian and American 
businessmen and the increased flow of 
private investment to our country. 

A new feature of the understanding 
reached between the two countries was the 
induction of our public sector undertakings 
in these joint ventures not only for our 
country only but also for third countries. 
The tapping of the markets of the newly- 
rich oil exporting countries with US 
technology and financial investment and 
Indian manpower, skilled and semi-skilled, 
was likely to prove beneficial to both the 
countries. To show that, on this occasion, 
there would be active follow-up of the 
decisions taken, a delegation from our 
country had already left for the USA to 
settle the terms and conditions of the 
double taxation treaty. 

Our country experienced a liberal 
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monsoon season this year with reports of 
above-average rainfall from most of the 
states. The central ministry of Agricul¬ 
ture had forecast an all-time peak in the 
output of foodgrains at 115 million tonnes. 
While this order of production was more 
than sufficient for the current year's con¬ 
sumption, it was necessary *o have suffi¬ 
cient stocks so as to meet any eventua¬ 
lity. During the fifties and the sixties, it 
was possible to pursue vigorously the va¬ 
rious developmental projects because the 
shortfalls in food production from time to 
time failed to create a crisis due to the 
arrangements which had been worked 
with the USA under P.L. 480. As a result 
of the discussions which Mr Chavan had 
in Washington, it was given out by the 
US authorities that wheat supplies to our 
country under P.L. 480 would once again 
be resumed. It was also indicated that a 
delegation for this purpose would be 
visiting this country soon to discuss the 
resumption of wheat supplies “on a go¬ 
vernment to government level at conces¬ 
sional prices’*. This was surely one of 
the positive gains flowing from the new 
accord between the two countries. 

The first meeting to bring together the 
businessmen of both the countries will be 
held in New Delhi from February 2 to 4, 
1976. Participating in this get-together will 
be representative* of the Chambers of 
Commerce of the USA and the Federa¬ 
tion of Indian Chambers of Commerce 
and Industry (FICCI). The public sector 
undertakings of our country will also take 
pari in llie deliberations. Broadly, this 
mccling will thrash out ways and means 
to be adopted for accelerating the pace of 
joint ventures leading to increased trade 
between the two countries. 

Besides business deals, the two coun¬ 
tries had resolved to join hands in the 
promotion of science, technology, edu¬ 
cation and culture. During the current 
>ear, more than 20 projects had already 
been identified and approved by both the 
governments in the field of science and 
technology. The central objective of 
these projects was to conduct collaborative 
research and bring some of the practical 
benefits to the people. It was also decided 
to hold two joint seminars—one on 
“Museums as educational resources" in 
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the USA and the other on u Methods in 
history, old and new" in India during the 
next year. A programme of exchange of 
professorships and visitorships will be 
worked out to enable scholars from the 


two countries to pursue their specialised 
studies. Mr Chavan was right when 
he said on his return to this country: 
"They need us and we need them. This 
is not a one-way business.** 


For the busy season 


There is considerable misunderstanding 
of the import of trends in bank credit in 
the first five months of the current slack 
season and indeed in the twelve months 
ended Oct 3, 1975 which cover effectively 
the period of reversal of I he upward 
trend in prices. Since high interest rates 
and curbs on the quantum of credit made 
available to the different classes of borro¬ 
wers have had a salutary effect in the early 
stages, it has been proudly claimed by 
spokesmen of the Reserve Bank and the 
Finance ministry that this policy of 
credit control has been effective and 
there cannot be any hasty relaxation as 
inflationary pressures have to be kept 
under check*all the time There is indeed 
something to be said in favour of ration¬ 
ing of credit and careful watch being 
kept over the maintenance of inventories 
of raw materials and finished goods by 
different industries. 

The recommendations of the Tundon 
Committee relating to the formulation of 
norms for inventories held bv different 
industries have been implemented and 
along with the fixation of arbitrary credit 
limits in the earlier stages, greater discip¬ 
line in the use of financial resources has 
been enforced and there is now prepard- 
ness on the part of industrial consumers to 
eliminate unwanted inventories. 

It should nol be overlooked, however, 
that the earlier mad rush for building up in¬ 
ventories was on account of shortages and 
rising prices. When there was galloping 
inflation it was advantageous to hold exces¬ 
sive inventories even with the payment of 
interest charges as the appreciation in the 
value of low priced stocks would yield 
considerable profits. The halt to inflation 
and even a net decline in the index of 
wholesale prices in a 12-month period by 
over five per cent has naturally had a dis¬ 
couraging effect and there is no longer 


charm to hoard raw materials and com¬ 
ponents. 

It may be claimed that the anti-infla¬ 
tionary measures have been successful in 
reversing the upward trend in prices and 
India is among the few countries in the 
world which have successfully controlled 
inflationary pressures when other impor¬ 
tant, developed countries arc still battling 
with them. The inculcation of financial 
discipline has certainly resulted in 
improved the use of bank credit. But there 
are other favourable factors which have 
been mainly responsible for the success 
of the credit and fiscal measures introduced 
by the government in the past twelve 
months. The anti-hoarding operations, 
improvement in the power situation, 
higher agricultural production and 
massive imports of foodgrains have pre¬ 
vented a rise in internal prices. There 
has also been a sharp drop in the cost of 
imports of fertilisers, non-ferrous metals, 
petrochemicals and other items from the 
peak levels of last year. The heavy excise 
duties levied on all commodities have also 
resulted in harsh demand management 
which was helpful in a period of shortages. 
It may, however, be harmful when consu¬ 
mer resistance has developed and difficul¬ 
ties are experienced in marketing a higher 
level of production. 

The vastly improved prospects for 
bumper kharif crops and an upturn in 
industrial production, with easier power 
availability and large supplies of iaw 
materials, have also been helpful in keep¬ 
ing down inflationary pressures. A situa¬ 
tion is arising in which recessionary trends 
are emerging in some directions and many 
industrial units are being obliged to curtail 
production or lay-off workers. It is not 
exactly correct to say that recessionary 
trends are noticeable only in industries 
producing luxury articles and Jight 
engineering goods. The cotton textile 


mills are going through an unprecedented 
depression, the jute industry is encounter¬ 
ing demoralising competition in overseas 
markets from synthetic substitutes although 
the latter should cost more with higher 
oil prices, the automobile ancillary in¬ 
dustries are worried abouUhcir future and 
there is a glut in fertiliser and non-ferrous 
metals due to heavy imports and high prices, 
which are artificial to some extent. In 
this situation it will not be quite correct 
to suggest that high interest charges are 
not resulting in cost inflation and accu¬ 
mulation of stocks can be avoided by 
slashing prices when excise duties form a 
large component of end-prices and there 
is a rigidity in the cost structure. 

The anxiety to continue credit controls 
and canalise the use of bank funds is 
understandable. It is however necessary to 
take note of the new trends and recogni.se 
that advances have tended to rise in sonic 
directions because of an accumulation of 
stocks and not due to a desire to hoard 
raw materials and components in short 
supply. It has now to be decided how the 
operations of affected industries can be 
maintained at high levels and to what ex¬ 
tent the government can facilitate easier 
marketing of essential goods by suitable 
adjustments in excise duties and price 
policies. Much of the objection to sugges¬ 
tions of relaxation of credit curbs and 
lowering of interest rates is due to an un¬ 
willingness to understand clearly the signi¬ 
ficance of the recent developments in the 
money market. 

The contra-seasonal increase in advances 
of scheduled commercial banks between 
April 25 and Oct 3, 1975 has been brought 
about by a net expansion of procurement 
credit and an increase in stocks of 
fertilisers, non-ferrous metals, steel, tex¬ 
tiles, jute goods and other items. The 
expansion of procurement credit has been 
due to continuing imports of foodgrains 
and a smaller offtake from fair price shops 
even during the lean season. Again, in 
spite of the efforts to liberalise distribution 
of fertilisers and legulate imports of non- 
ferrous metals and steel there are large 
stocks following an increase in pioduction. 

The measures to regulate imports hr.ve 
not also become fully effective. If lending 
institutions adopt an unhelpful policy 
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in the present context they will be only 
accentuating recessionary trends. The 
increase in procurement credit in the 
period under reference has been R$ 97.30 
crores against a decline of R$ 157.78 
crores in the corresponding period in 1974. 
Non-food credit has risen by Rs 319.77 
crores against Rs 241.56 crores and 
the additional growth of Rs 78.21 crores 
cannot be considered unusual* when stocks 
of steel alone have risen by 300,000 tonnes 
and the textile units are bothered with 
large stocks of cloth and yarn. 

The banking system has not had any 
difficulty in meeting the needs of its bor¬ 
rowers as deposits of member banks in the 
current slack season upto October 3 have 
increased spectacularly by Rs 1,097.41 
crores against Rs 809.29 crores in the same 
period of 1974. The increase in aggregate 
advances by Rs 417.07 crores against Rs 
87.78 crores can certainly by met with en¬ 
larged resources especially if it is recognised 
that a smaller rise in the previous season 
was a result of contraction in procurement 
credit. There is, however, an incxplain- 
able gap in the use of resources by banks in 
the current slack season as investments 
have risen by only Rs 134.62 crores against 
Rs 276,10 crores, while borrowings were 
higher at Rs 152.54 crores on Oct 3, 1975, 
against Rs 95.40 crores on Oct 4, 1974. 
With no significant changes in cash 
balances and money at call there is a gap 
of Rs 450 crores which cannot by accounted 
for mainly by additional investments in 
approved securities. 

An analysis of the data for a 12-month 
period also shows that there has been a 
spurt in the growth of deposits. Also, 
advances other than procurement credit 
have constituted less than 50 per cent of 
fresh additions to deposits. It cannot 
certainly be contended that there has been 
an undesirable increase in money supply in 
recent months. On the other hand, the 
credit curbs are having a regressive effect 
and the time has arrived for relaxing 
suitably restrictions and lowering interest 
rates. 

When norms have been prescribed 
for the maintenance of inventories, high 
interest rates can be charged only where 
the inventory levels have exceeded the 
prescribed limits. It is also necessary to 
expand credit for sustaining a higher 


level of production. Judging by the re¬ 
ports that foodgrain prices have started 
slumping in the surplus regions and the 
output of commercial crops will be satis¬ 
factory, the Food Corporation and other 
agencies will have to effect sizable 
purchases. The requirements in this 
regard may be easily Rs 600 crores even in 
the next busy season apart from the fact 
that there will have to be heavy procure¬ 
ment of wheat in May-July next year. 

As the seasonal expansion of 


Assistance to industry by term-financ¬ 
ing institutions has recorded a pheno¬ 
menal increase during the last few years. 
The annual compound growth rate of 
disbursements of assistance, which was 
just around six per cent during the 
years 1964-1969, increased steeply to 25 
per cent in the next six years, 1970-1975. 
Part of this increase is explained by the 
rising costs of equipment, but much of 
it is a reflection of the increasing depen¬ 
dence of industry on government or 
semi-government finacial institutions in 
the present condition of the capital mar¬ 
ket. Moreover, certain large-sized pro¬ 
jects in the fields of fertilizers, paper, 
cement and basic chemicals have sought 
specialised institutional support and 
helped to swell the demand for funds 
from such sources. 

The sanction and utilization of as¬ 
sistance by the Industrial Development 
Bank of India (IDBI) during 1974-75 
has been impressive in this context. 
The total effective sanction aggregated 
to Rs 351 crores during 1974-75 against 
Rs 214 crores a year before and the 
total utilisation of assistance reached 
Rs 213 crores against Rs 162 crores in 
1973-74, There has been a pronounced 
shift in favour of indirect assistance 
from 61 per cent of the total in 1973-74 
to nearly 70 per cent during the year 
under review. This increase has high¬ 
lighted the lDBI*s role in coordinating 
the lending operations of financial in¬ 
stitutions and improving the effective¬ 
ness of state financial corporations. 
This indirect assistance was offered by 
way of refinancing of industrial loans 


credit in other directions will have 
to be sizable, it has become nece¬ 
ssary to refashion the policy rela¬ 
ting to refinance facilities and reduce 
also the net liquidity ratio for borrowing 
purposes. Whatever may be the predilec¬ 
tions of the monetary authorities, the credit 
policy for the next busy season will have to 
be imaginative and interest rates will 
have to be lowered selectively, if the best 
results out of an improved agricultural 
and power situation are to be derived. 


sanctioned by slate financial corpora¬ 
tions and banks, rediscounting of mac¬ 
hinery bills discounted by banks and 
subscription to shares and bonds of 
other financial institutions. 

In the field of direct financing, the 
lDBI's role has been that of a residual 
lender. The bulk of the direct assist¬ 
ance went to projects belonging to the 
industries in the priority sector such as 
cement, steel, basic chemicals, tyres and 
tubes, paper, sugar, textiles, electricals 
and transport equipment. A sum of 
Rs 23 crores was sanctioned to a cement 
project in the public sector. Two units 
for tyres and tubes, to be located in 
Orissa and West Bengal, have been sanc¬ 
tioned an aggregate assistance of Rs 6 
crores. Four new sugar projects in the 
cooperative sector have been sanctioned 
an aggregate assistance of Rs 3.6 crores. 

The IDBIs assistance to small-scale 
industrial sector has mainly been through 
its scheme for refinancing industrial 
loans and to a limited extent through its 
bill-discounting scheme. The refinanc¬ 
ing assistance to small-scale industries 
received a shot in the arm following the 
introduction of Liberalised Refinancing 
Scheme in 1970 and such assistance in¬ 
creased from Rs 6 crores in 1969-70 to 
Rs 73 crores m 1974-75. The number of 
refinancing applications increased during 
these years from 765 to more than 6,000. 

The Bank encouraged the formation 
of the Inter Institutional Groups (IIGs) 
for various states and during 1974-75 
seventeenth such group was formed in 
Maharashtra. Ihe objective behind 


IDBI: expanding operations 


BASTE&N BCONOMBT 


773 


oemn 24, 1975 



the setting up of these groups was to 
provide an informal forum for discussion 
on problems of industrial development; 
particularly in the backward areas of the 
states. Most of these inter institutional 
groups succeeded in creating an effec¬ 
tive machinery for coordinating the 
efforts of various state level organisa¬ 
tions for the identification of projects 
and entrepreneurs, preparation of feasi¬ 
bility studies and financing of projects. 
Some of the inter institutional groups 
constituted sub-committees to deal with 
the specific aspects of development such 
as conducting surveys of selected regions, 
drawing up schemes for training entre¬ 
preneurs and preparation of time-bound 
strategy of implementation of projects. 
Several Groups from states such as 
Andhra Pradesh, Assam. Kerala, Maha¬ 
rashtra and Bihar initiated efforts at or¬ 
ganising entrepreneurial training courses 
in collaboration with Management 
Development Institute, New Delhi and 
School of Management Studies, Cochin. 

The IDBI has encouraged the establish¬ 
ment of consultancy organisations in 
various regions of the country to facili¬ 
tate the work relating to project formula¬ 
tion, appraisal and supervision. With 
the setting up of the Bihar Industrial 
and Training Consultancy Organisation 
at Patna last year, three consultancy cen¬ 
tres have been established. Two others 
being Kerala Industrial and Technical 
Consultancy Organisation at Cochin and 
South Eastern Industrial and Technical 
Consultancy Organisation at Gauhati. 
During the first year of its operations 
the Bihar Industrial and Technical Con¬ 
sultancy Organisation Ltd (BITCO), 
prepared assignments for six cases in¬ 
volving a total capital investment of 
Rs 5.2 crores. One of these related to a 
rehabilitation scheme for a sick unit 
manufacturing cycle tubes and tyres. An¬ 
other was regarding a techno-economic 
feasibility report on NPK Fertilizer plant 
to be set up at Sindri. BITCO also pro¬ 
vided necessary guidance to several en¬ 
trepreneurs in the selection of suitable 
industries and filling up of the applica¬ 
tion forms for registration and financial 
aufetance. 

Kerala Industrial and Technical Con- 
Miltancy Organisation Ltd (KITCO) re¬ 


ceived 342 project enquiries during 
1974-75, covering a wide range of medium 
and small-scale industries, out of which 
21 materialised into project ideas. During 
the year KITCO completed 14 reports, 
involving a total investment of Rs 2.3 
crores. North Eastern Industrial and 
Technical Consultancy Organisation Ltd 
(NEITCO) received during the year 87 
enquiries, out which 47 involving an 
investment of Rs 13.8 crores, materialis¬ 
ed into project ideas. During its three 
years, NEITCO completed 74 assign¬ 
ments involving an investment of over 
Rs 72 crores, out of which 15 schemes 
involving an investment of Rs 34.4 
crores had been either completed or were 
under various stages of implementation. 

In an effort to rehabilitate sick 
units, the IDBI established Industrial 
Reconstruction Corporation of India 
Ltd (IRCI). Disbursements for recons¬ 
truction of sick and closed industrial 
units during 1974-75 aggregated to 
Rs 8.7 crores as compared to Rs 5.9 
crores a year before. At the close of 
June 1975, the total effective sanctioned 
assistance amounted to Rs 28.1 crores. 
Reconstruction assistance was sanctioned 
to 83 cases while 411 cases were disposed 
of otherwise, as some were not found 


viable or their financial needs could be 
met from the normal banking channel or 
the cases did not fall under the purview 
of IRCI's operations. The regional dis¬ 
tribution of the 83 units to which as¬ 
sistance was sanctioned revealed that 
West Bengal was the worst sufferer with 
72 units. Other states had only few 
units, such as three in Andhra Pradesh 
two each in Bihar and Maharashtra and 
one each in Punjab, Assam, Gujarat and 
the Union Territory of Delhi. In ad¬ 
dition to the direct financial assistance 
to the units, IRCI arranged working 
capita] from banks for the units covered 
by the reconstruction programme to the 
extent of Rs 34 crores. 

In order to match its increasing tempo 
of activities, the IRCI raised its total 
paid-up capital to Rs 10 crores. To 
further augment its resources, the Bank 
issued on October 16, its six per cent 
1985 guarantred bonds for a total noti¬ 
fied amount of Rs 25 crores which were 
subscribed. This was the fifth series of its 
bonds. The firsr series of bonds was issued 
in March 1972 for Rs 11.50 crores, the 
second series in August 1972 for Rs 15 
crores, the third series in June 1974 for 
Rs 15 crores and the fourth series in 
April 1975 for Rs 15 crores. 


Engineering exports 


The export performance of India's 
engineering industry in 1974-75 should be 
considered highly satisfactory in view of 
the many difficulties and uncertainties it 
had to face in respect of the availability 
of raw materials and the incentives offered 
by the government. Actual exports of 
engineering goods, including those made 
from small ports, land and air routes, 
were valued at Rs 349.11 crores compared 
to Rs 193.48 crores in 1973-74, an increase 
of 80 per cent. The export of capital goods 
went up from Rs 64.04 crores in 1973-74 
to Rs 112.95 crores in 1974-75, primarily 
steel and pig iron based items from 
Rs 45.67 crores to Rs 96.56 crores, 
rily non-ferrous based items from Rs 
9.15 crores to Rs 11.57 crores and con¬ 
sumer durables from Rs 74.62 crores to 
Rs 128.03 crores. Details are not availa¬ 
ble about the export of various kinds of 
engineering goods during 1974-75 nor 


about their offtake by individual countries. 
It is however gratifying to note that our 
engineering goods have been able to 
achieve greater success in the world markets 
at a time when many of the latter are 
passing through recessionary conditions. 

What arc the prospects for the export 
of engineering goods during 1975-76? 
Mr. R.C. Maheswari, Chairman of the 
Engineering Export Promotion Council, 
has pointed out that although primarily 
steel based items recorded the highest 
growth rate of over 100 per cent in 1974-75, 
it is in the sector of capital goods and 
consumer durables that the growth is 
likely to be more stable and sustained. 
He has observed that for the primarily 
steel and pig iron based items the outlook 
does not seem to be quite encouraging 
because the prices have already started 
falling due to the change in the economic 
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situation in foreign countries. As regards 
capital goods, their export in the first 
four months of 1975-76 amounted to Rs 
48.58 crones against Rs 20.25 crores in the 
similar period of 1974-75 but this spurt is 
attributed to the major contracts which the 
industry already had in hand. t Mr 
Maheswari feels that the attainment of the 
export target of Rs 40() crores for the 
current year will depend mainly on the 
short delivery items in the category of 
consumer durables. But both govern¬ 
ment and industry should see to it that the 
target of Rs 400 crores is not only achiev¬ 
ed but even exceeded. 

The government has already taken 
several decisions to make export 
incentives more attractive but there are 
many areas where uncertainty continues 
to persist. Jn a few items the level of cash 
assistance has been either withdrawn or 
reduced and the Engineering Export 
Promotion Council has decided to lake up 
these cases with the government with a 
view to restoring the previous rates of 
assistance. It is important to ensure that 
the cash assistance schemes arc fixed on a 
realistic basis and they remain in force for 
a reasonably long period so that expor¬ 
ters can enter into firm commitments 
with a feeling of confidence. 

The government also has not yet an¬ 
nounced its decision regarding the revised 
scheme of import entitlement. Mr Subrama- 
niam, the union f inance minislci, told the 
Forum of Financial Writers in New Delhi 
recently that the government would soon 
finalise the shopping list of items which the 
engineering exporters would be allowed 
to import under this scheme and he clari¬ 
fied that these would consist of only 
industrial raw materials which could be 
sold in the open market. 

No less important is the need tc 
achieve a continuous and substantial 
increase in the production of engineering 
industries. Many of them are working 
with considerable idle capacity due to 
some reason or the other. The impact 
of the credit restrictions is also said to be 
hampering production. Especially in the 
eastern region, the engineering industries, 
including wagons and automobiles and 
their numerous ancillary industries, all 
of which have considerable export poten¬ 
tial* have been unable to operate on a 


profitable basis due to factors beyond 
their control. If the government can 
create propel conditions to enable the 
engineering industries to function at a 
high level of efficiency, it can go a long 
way in improving its competitive capacity 
in the foreign markets. 

The engineering industries should also 
display greater interest and initiative in 
promoting exports. The production of 
engineering goods in India is estimated 
at Rs 4,000 crores per year and, surely, it 
should be possible for the industry to 
step up its exports to much higher levels 
than what has been achieved in recent 
years. The Engineering Export Promo¬ 
tion Council has envisaged that the exports 
to Asian countries will increase from Rs 
M0 crores in 1974-75 to Rs 224 crores in 
1978-79, to Africa from Rs 40 crores to 
Rs 70 crores, to east Europe from Rs 43 
crores to Rs 73 crores. to west Europe 
from Rs 25 crores to Rs 50 crores, and to 
north and central America from Rs 20 
crores to Rs 35 crores. It is not known to 
what extent these targets have been fixed 
on the basis of careful market studies. 
But these targets need to be constantly 


Slowly, but surely, industrial activity 
is gaining momentum in Rajasthan, one 
of the backward states of the country. 
Rajasthan State Industrial and Mineral 
Development Corporation, (RSIMDC) 
during its six years of existence, can claim 
considerable credit for promoting activity 
in some sections of the industry. The 
corporation has helped in the estab¬ 
lishment of industrial estates and the 
provision of technical consultancy as 
well as financial assistance to enlreprc- 
nurcs. In the field of mining the RSIMDC 
has taken up the extraction of gra¬ 
nite, apatite and kaolin, apart irom the 
acceleration of the already established 
mining of fluorspar, gypsum, tungsten 
.and limestone. 

The state of Rajasthan is today sprink¬ 
led with 27 industrial estates established 
in almost all its important towns. During 
the year 1974-75, the RSIMDC incurred 
an expenditure of Rs 121.39 lakhs for the 
construction of sheds and development of 
industrial areas. Work was taken up at 
Chittorgarh, Kishangarh, Kota, Jaipur, 


revised in view of the rapid changes that 
take place in the world economic situation 
and the import policies of other countries. 

Almost all developed countries have 
been importing substantial quantities of 
engineering goods of various types but 
India’s share in most of them has been 
negligible or nil. For example, in 1973 
the USA imported safety razor blades 
valued at $ 7 million but there was no 
supply from India. The UK was the 
largest supplier of this item. The Trade 
Development Authority has envisaged 
substantial increase in the export of several 
engineering goods from India to the USA 
in the next few years. The export of 
electronics to the USA is estimated to 
increase from Rs 702 lakhs in 1975-76 
to Rs 1391 lakhs in 1978-79, sewing 
machines from Rs 26 lakhs to Rs 72 lakhs, 
automobile ancillaries from Rs 366 lakhs 
to Rs 663 lakhs and bicycles and com¬ 
ponents from Rs 930 lakhs to Rs 2360 
lakhs It is necessary to ensure that the 
Engineering Export Promotion Council 
and the TDA work together in close co¬ 
operation in exploring new markets. 


Alwar and Pali for the extension of in¬ 
dustrial estates so that (he aceragc under 
such industrial areas increased by more 
than 50 per cent in one yeai to 6754 
acres on March 31, i975 as against 
4270 acres a year before. The number 
of plots ulloted also increased from 
1281 to 1534. Moreover, as a part of 
assistance from the central government, 
an effort was made to gainfully employ 
educated individuals through the deve¬ 
lopment of sheds. Under this scheme 
work on 192 sheds for educated entre¬ 
preneurs had been completed upto June 
30, 1975. Construction of 112 sheds 
was in progress and another 170 sheds 
were proposed to be taken up when the 
funds were available. Another central 
government scheme proposed the con¬ 
struction of commercial estate at Jaipur 
where 40 shops and 16 ie$idential flats 
were constructed and 84 shops and 24 resi¬ 
dential flats were proposed to be taken 
up during the current year's programme. 

More recently the RSIMDC has 
decided to enter the industrial field direct- 
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ly and has received licences and letters of 
intent for 13 industrial projects which 
include the manufacture of scooters and 
three-wheelers, TV sets, calcium carbide, 
caustic soda, soda ash and ammonium 
chloride, cotton yarn, glass bottles and 
containers, glass shells, spun iron and 
steel. Total investment in these projects is 
expected to involve R$ 74 crorcs and the 
RSIMDC has proposed to develop most of 
these units in the joint seel or so that its 
own involvement in the form of share 
capital might be around Rs 8 crores. The 
RSIMDC has already taken up the manu¬ 
facture of scooters at Alwar and a pro¬ 
totype, Aravali scooter, has been found 
to be roadworthy. The commercial 
production of this unit with an annual 
capacity of 24,000 scooters is expected 
to start by the end of this year. 

The manufacture of TV sets is being 
taken up at Jaipur with a capacity of 5,000 
sets per year. The Electronics Corpora¬ 
tion of India, Hyderabad, is providing 
the technical know-how and would also 
market the product under its own name. 
Arrangements arc being made to start 
output by early 1976 and full commer¬ 
cial production by the middle of 
that year. Work is in progress 
in respect of plant for glass bottles 
and containers at Swai Madhopur in 
collaboration with Mr R.K. Podar of 
Calcutta with a capacity of 12,000 tonnes 
per annum of glass bottles in the first 
stage and 18,000 tonnes in the second 
stage. A project to manufacture glass 
shells in collaboration with M/s. Lamps 
and Lightings Ltd is proposed to be set 
up at Alwar. 

Four more joint sector projects in which 
some progress has been recorded are a 
mini-steel plant, two units for cotton yarn 
and one to manufacture calcium carbide. 
A mini-steel plant is to be established near 
Jaipur for which two electric arc Furnaces 
with a capacity of 20 to 23 tonnes have 
already been ordered. Arrangements are 
being made to procure the remaining 
equipment too. The RSIMDC also propo¬ 
ses to set up two units in the joint sector 
for the manufacture of cotton yarn, one 
each at Banswara and Alwar. The pro¬ 
ject to manufacture calcium carbide is 
proposed to be set up at Kota, where land 
has been selected and licences for 
import of plant and machinery worth 


Rs 51.83 lakhs under Swedish and West 
German credits have been received. 

The RSIMDC further extended its 
activities in the industrial field through 
participation in the share capital of public 
limited companies and provision of techni¬ 
cal consultancy and guidance. It partici¬ 
pated in equity share capital to the extent 
of Rs 4.33 lakhs and proposed to under¬ 
write shares worth Rs 30 lakhs. Under 
another scheme sponsored by the central 
government, the RSIMDC had commi¬ 
tted Rs 9.47 lakhs as equity shares and 
debentures in 15 private limited com¬ 
panies. The RSIMDC has also set up a 
committee for identification of more items 
for manufacture and selection of con¬ 
sultants. So far orders have been placed 
for the preparation of 38 detailed feasibi¬ 
lity reports and project profiles. 

All has not been well with the mining 
operations of the RSIMDC. Jt in¬ 
curred considerable loss because of in¬ 
adequate reserves of fluorspar at Man- 
dokipal. The RSIMDC decided to 
suspend all work at the site in 1971 
after another expenditure of Rs 15.85 
lakhs has been incurred. The sup¬ 
pliers of equipment were demanding 
Rs 13.50 lakhs as compensation against 
advances of Rs 10.71 lakhs already made 


to them. The RSIMDC had not provfc 
ded any liability for compensation. 

Similarly, the granite polishing factory 
at Jalore, which was being run by the 
government of Rajasthan since July, 
1966 on experimental basis, was taken over 
by the RSIMDC in the middle of 1970. 
The unit has been incurring losses con¬ 
sistently because the cost of production 
exceeds the market price and the unit did 
not buy cutting machines for breaking 
slabs into thinner sizes for which there is 
considerable demand. The RSIMDC is 
negotiating an agreement with M/s. 
Tapariah & Sons Pvt. Ltd. Calcutta for 
setting up of a Granite Cutting and 
Polishing Factory in joint sector. All 
the machines would be imported from 
Europe for which applications have been 
submitted to the central government 

The Tungsten Project at Degana, how¬ 
ever. has improved its operations during 
1974-75 as against a loss of Rs 5,000 
during the previous year it has shown a 
profit of Rs 3.90 lakhs. The production 
of tungsten and its sale hud also in¬ 
creased substantially. The RSIMDC 
also made marginal profits on the sale of 
limestone mined from its Gotan project 
which had been licensed to the corpora¬ 
tion in March 1974. 
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POINT OF VIEW 


Thoughts on the sugar industry ° p - 


I need hardly stress the importance of the 
sugar industry in the national economy. 
On the prosperity of this industry depends 
the livelihood of millions of cane-growers 
and workers in the factories throughout 
the country and a substantial percentage 
of the government revenue. It needs 
careful nursing. But unfortunately this 
industry has been subject to great vicissi¬ 
tudes of prosperity and depression and 
seems to follow a recurring five yearly 
cycle: two years of rising trend, one year 
of peak production followed by iwo years 
of decreasing production. So far all 
attempts to bring greater stability to this 
industry have not met with much success. 

if the economy of sugar production has 
to be stabilised it will be necessary not only 
to augment the production of sugarcane 
but also to ensure adequate supplies of 
sugarcane for sugar manufacturing apart 
from meeting the requirements of gur and 
khandsari sectors. What is really neces¬ 
sary is a properly planned and coordinated 
effort on the part of all concerned viz., 
the central and state governments, various 
research institutions, manufacturers of 
sugar and cultivators of cane. Unless 
there is this coordinated and planned effort 
uncertainties of the industry and its cycle 
of variations will continue to play havoc 
withthe industry, and though sugar may be 
sweet * its recurring experience will continue 
to be bitter to the government, to the 
industiy and to the consumer. One only 
hopes that the coming years will see the 
back of this recurring cycle broken and 
more stability brought about in the inter¬ 
ests of the cultivators, the workers and 
the industry. However (and this is a 
point that 1 want to stress) even in the 
present somewhat haphazard condition 
of the industry, the cost accountants have 
a significant iole to play. 

first contact 

Sugar is a commodity which has occu ¬ 
pied the attention of the government, the 
Tariff Boaid and the Tariff Commission 
for a long time. The first contact of the 
sugar industry with the Tariff Board was 
in 1931 when its case for protection against 
imports of foreign sugar was examined. 
The industry was granted protection in 
1932 and the industry developed rapidly 
imd from 29 units (for undivided India) 
in 1931 the number increased to 139 in 



Address delivered by the Chair¬ 
man, Tariff Commission, to the 
participants of the programme 
I on 1 Finance & Accounting for 
| the Sugar Industry 1 ', organized 
; by the Management Development 
j Institute, New Delhi, recently. 
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1950-51 when the protection was with¬ 
drawn. The number of units in 
production now (1975) is about 250. 
Statutory control over the price and dis¬ 
tribution of sugar was imposed by the 
government of India for the first time in 
April 1942-- previous to that there had 
been some kind of informal price control 
— and ever since this industry has been 
claiming the attention of the government 
in one form or another even though, in 
between, there have been periods of de¬ 
control. 

cost structure 

So far as the Tariff Commission is 
concerned it was in September 1958 that 
it was first requested by the government 
to conduct an inquiry into the cost 
structure of, and the fair price payable 
to the sugar industry. The commission's 
report was submitted in 1959. Since then 
the commission has submitted three more 
reports to the government, one in 1961, 
another in 1969 and the third in 1973. 
The government has again referred 
the question of fair prices to be fixed for 
sugar for the coming season and the mat¬ 
ter is at present under the consideration 
of the commission. 

The broad approach of the Tariff 
Commission, in any price inquiry, is to 
ensure that the industry develops on heal¬ 
thy lines while ensuring that the consu¬ 
mer gets a fair deal. Considerable spade 
work is done in the office of the Tariff 
Commission each lime an inquiry is taken 
in hand. A detailed questionnaire cover¬ 
ing all the aspects of the industry is pre¬ 
pared and sent to all the units in the in¬ 
dustry, representative associations in the 
industry as well as to all others concern¬ 
ed. For instance, during the 1973 sugar 
inquiry, the commission issued detailed 
questionnaires to all the known sugar 


mills and their associations/fedcrations* 
consumers and their associations, mer¬ 
chants/dealers' associations, cane growers" 
associations, labour/tradc unions etc. 
Data on the various aspects of the industry 
were also obtained from the central and 
state government departments, various 
research institutions such as the National 
Sugar Institute, Indian Institute of Sugar 
Cane Research, Lucknow, Sugarcane 
Breeding Research Institute, C oimbatore, 
Indian Council of Agricultural Research 
Institute. New Delhi, the Sugarcane Re¬ 
search Institute, Pusa. ihe Sugar Technolo¬ 
gists Association of India, Kailpur, South 
India Sugarcane and Sugar Technologists 
Association, Madras etc. The question¬ 
naires sent to the industry can be broadly 
classified into: 

(i) general questionnaire; and 

(ii) cost questionnaire. 

This procedure helps the various units 
in the industry to give the commission 
their individual views on the various points 
affecting the industry. It also makes it 
possible foi the commission to study each 
unit’s case against the background of the 
cost of production of the various units in 
the industry. The commission then arran¬ 
ges. after duly consulting the industry, 
to select a few representative units in the 
industry for an on-the-spot study in respect 
of their cost of production as well as other 
related matters. 

various criteria 

The number of units to be selected for 
costing sample depends on what would 
represent a fair cross section of the industry 
as a whole. In selecting the sample units 
for cost in the sugar industry various 
criteria such as zonal location, sectoral set 
up, cane crushing range, production 
performance, duration of the season, per¬ 
centage of recovery of sugar, age of the 
plant and process of manufacture adopted 
etc. are kept in view*. Before finalising 
the list of the sample units, the views of 
the industry and its two association:;, 
Indian Sugar Mills Association (1SMA) 
and the National Federation of the Co¬ 
op rative Sugar Factories (NFCSF) are 
invited, and the matter discussed with 
them, regarding the number of units to be 
costed as well as the names of such units. 
In the 1973 sugar inquiry, the final list of 
cost sample consisted of 59 units conslitut- 
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ing about one-fourth of the total sugar 
producing factories and mirrored the 
industry as whole in miniature. 

The commission's cost accounts officers 
then visit the sample units and try to 
understand the various facts influencing 
the cost of production. These are sub¬ 
sequently processed and scrutinised by the 
commission. In order to ensure that 
all the affected parties in the industry 
arc properly heard and their points of 
view on the various issues properly under¬ 
stood and appreciated, the commission 
holds a regular public inquiry to which all 
the interests concerned are invited includ¬ 
ing the representatives of the central and 
state governments. In-camera discussions 
are also held with the representatives of 
the costed units. Since great care is taken 
to select the units to be costed, they repre¬ 
sent the industry as a whole in miniature 
and their cost forms the basis, after neces¬ 
sary pruning,* for arriving at the price 
payable to the industry. Whether each 
individual unit has to be paid a retention 
pi ice or whether the price has to be fixed 
for the industry as a whole or whether the 
zonal system has to be adopted, depends 
on various factors prevailing in the in¬ 
dustry. As you all know, in (he case of 
sugar, the units in the sugai industry have 
been grouped under a number of zones 
and a common price has been fixed for 
eacli zone. 

basic norm 

You will notice that where a uniform 
price is fixed for a number of units whether 
on a zonal basis or for the industry as a 
whole, it is bound to represent, to a greater 
or lesser extent, the working of a factory, 
somewhere midway between the factories 
in the industry in general including the 
efficient and the inefficient ones. Factories 
whose cost is less than that of this national 
middle unit, are bound to have higher 
profitability than the return suggested by 
the Tariff Commission and those whose 
cost is higher than that of this middle unit 
are bound to have a progressively decreas¬ 
ing return depending upon how much 
higher their cost is vis-a-vis the cost of this 
middle unit. If the factories are in the 
lower half of the curve and arc not lo sink 
altogether, they have (o put their house in 
order and this is where the role of the 
management in general, and Ihe cost 
accountant in particular, assumes great 
importance. His role will become all the 
more important if in the projections for 
price fixation certain basic norms of effi¬ 
ciency are prescribed on the basis of which 
fair price should be fixed in place of taking 
a general, weighted average of the costs of 
the efficient and the inefficient units alike. 

The future trend is bound to be more 
and more towards leaving out of count the 


very inefficient and abnormal units when 
woiking out the basic cost structure on 
which the fair price is to be based so that 
the general tone and health of the industry 
gradually improves. The obvious result 
wilt be that if the inefficient and unecono¬ 
mic units want to survive, they will have 
to make special efforts to attain certain 
acceptable minimum norms of efficiency. 
The major role in this special effort will 
obviously have to be played by the cost 
accountants in the units concerned. 

marked vicissitudes 

The profitability of the sugar industry 
has been subject to marked vicissitudes. 
According to the sample survey by the 
Reserve Bank of India for the year 1972-73, 
the profits after tax of the sugar industry, 
as a percentage of net worth, were as low 
as 0.2 per cent in 1971-72 and as high as 
15.77 per cent in 1972-73. Anyway, on 
the whole and relatively speaking, barring 
a few favourable periods, the profitability 
of the sugar industry has been found to be, 
by and large, low as compared with the 
average profitability for all industries and 
considerably lower than the profitability of 
industries such as the rubber goods, rayon, 
chemicals etc. The picture in the coming 
years also may not be particularly rosy. 

It is true that at present 35 per cent of the 
sugar produced is allowed to be sold in the 
free market to make whatevei loss the 
producer may have incurred on the 65 
per cent of sugar which he has to compul¬ 
sorily sell to the government for issue as 
levy sugar. But there is a limit beyond 
which even free sale sugar will not find 
a market on account of the competition 
from gur and khandsari, the inter se com¬ 
petition among the various producing units 
and the increasing consumer resistance on 
account of the general inflationary trends 
in the economy. 

The industry has to give serious thought 
to finding out ways and means to ensure 
that with the increasing pressures its pro¬ 
fitability does not go down very low. Low 
profitability can have its own disturbing 
socio-economic consequences in the form 
of lower acreage under cultivation of 
sugarcane, greater scarcity of sugar, in¬ 
creasing dissatisfaction of the public with 
the running of the industry and the justi¬ 
fied concern of the government over the 
unhappy situation for the cultivator, the 
factory worker and the consumer. 

Before we analyse the role of the cost 
accountant in lending a helping hand to 
improve the situation, it may be worth¬ 
while considering certain basic constraints 
under which the sugar industry has to 
work. It goes without saying that the 
profitability of a sugar factory is inter alia , 
dependent on the price paid for sugarcane 


and the “levy” and “free sale” price of 
sugar. The accountant has very little ■ 
hand in determining the price that has to 
be paid for cane and the price at which 
sugar gets ultimately sold both for levy 
and in the free market. The sugar in¬ 
dustry is fairly closely controlled by the 
government. There is a floor price below 
which sugarcane cannot be obtained by the 
factories. As you know, at present the 
price fixed is Rs 8.50 per quintal for a 
recovery of 8.5 per cent or less. With the 
price of inputs going up all round, the 
prices of competing crops getting more 
and more lucrative, and for other socio¬ 
economic reasons, the minimum price for 
sugar cane is likely to show a rising trend. 
Anyway, whatever the minimum price, 
it is common knowledge that very little 
sugarcane can be obtained at the minimum 
price. Actually the price that the factories 
have to pay to get adequate supplies of 
sugarcane is much higher than the statu¬ 
tory minimum. This is the inescapable 
fact of the situation, which the manage¬ 
ment and the accountant have to take note 
of in their calculations. 

uncontrollable factor 

Another factor on which neither the 
management nor the accountant has much 
control is the wages and salaries. They 
are not likely to go down. If anything, 
they are also likely to continue to show an 
upward trend. Even when the price at 
which sugarcane can actually be obtained 
is higher than the statutory minimum, and 
even when the wages and salaries are ris¬ 
ing, there is a limit to which the effect of 
these higher costs can be passed on to the 
consumer in the form of a higher price for 
free sale sugar. On the other hand, for 
obvious reasons, the price of levy sugar has 
to stay low as it is a basic article of con¬ 
sumption even by the common man. 

Under these basic constraints, the sugar 
industry has to make the best of the situa¬ 
tion as it can and it is here that the inge¬ 
nuity of the management and the accoun¬ 
tant had to come into play and the effi¬ 
ciency of a unit to be judged. It is only 
the close liaison between the management 
and the cost accountant and the apprecia¬ 
tion of each other's role and the contribu¬ 
tion that each one can make to the common 
good of the unit that is likely to >ield fruit¬ 
ful results. There has to be a thorough 
search by the accountant and the manage¬ 
ment for increased efficiency through 
tighter control over inventory, wastage, 
delays in execution of important decisions, 
level of overheads, selling agency agree¬ 
ments and other marketing procedures. 
The aim has to be better productivity, to 
reduce the unit cost, to get the maximum 
of output with the minimum of inputs 
whether they be in the matter of cost of 
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materials labour or overhead ex¬ 
penses. 

This unit cost, which is really the sum 
total of the costs of inputs, whether direct 
or indirect, can be reduced only by greater 
efficiency by economic use of materials, 
plant and equipment, space and manpower, 
and proper attention to product quality. 
The greater the pressure of factors on which 
the management has no control, such as 
the price for the cane to the cultivator, 
wage awards and levy and free sale price of 
sugar, the greater is the need for searching 
for measures and methods for increasing 
productivity, and reducing unit cost. And 
for this search, though the overall responsi¬ 
bility may be that of the management, the 
responsibility for the detailed analysis of 
the various costs and the suggestions for 
the measures and methods for their 
reduction has, perforce, to devolve on the 
cost accountant. 

sheltered position 

As you perhaps know, in the earlier 
stages of the sugar industry, employment 
of cost accountant was considered some¬ 
what of a luxury by many units. With the 
grant of protection to the sugar industry 
in 1932 the industry made rapid strides and 
in the sheltered position that it enjoyed 
against foreign competition much atten¬ 
tion was not paid to the cost of production, 
because whatever was produced managed 
to get sold. In course of time, however, 
as the inter se competition between the 
producing units developed and the periods 
of plenty started alternating with periods 
of scarcity some kind of cost consciousness 
developed and the units were forced to have 
certain minimum cost controls. Cost 
control implied keeping costs within some 
predetermined budgets or standards. 
Sooner or later the units in the industry 
are going to have increasing inter se 
competition, and then mere cost control 
will not do. It is the cost reduction that 
will have to be the continuous objective 
and an unrelenting search for measures and 
methods to reduce the cost of the product 
without affecting its quality. 

A searching cost accountant will 
always find some weak areas for 
improvement. This is a field where 
one cannot rest on one's laurels be¬ 
cause with the increasing cost of cane, 
labour and other expenses of production 
the future does not seem to be rosy parti¬ 
cularly as with more than 100 new units 
coming up, the competition in the field is 
likely to become more severe. It is in¬ 
teresting to note that so much importance 
is now attached to the aspect of cost 
reduction (as distinct from cost control) 
in the context of the inevitability of wage 


and other overhead increases that more 
and more specialised programmes are 
being organised the world over—of course, 
not for sugar industry alone—on cost 
reduction where participants discuss 
various techniques for reducing material 
handling, storage, distribution techniques 
etc. Recently in the April 11, 1975 
issue of the London Trade and Industry 
Journal it has been computed that 
on the basis of a very modest estimate, 
about £ 175 million per year could be sav¬ 
ed by the engineering and allied industries 
in the UK through the use of better mate¬ 
rial handling and storage techniques 
alone. 

It hardly needs stressing that profitabi¬ 
lity of units depends considerably on their 
capacity utilisation. With the capacity 
utilisation are linked the question of cost 
of production and future expansion. As 
you know, while some costs increase with 
an increase in volume of production, others 
remain fixed. As a result unit cost tends 
to decrease with the increase in the volume 
of production. It is therefore axiomatic 
to say that the management and the finan¬ 
cial executives should ensure that there is 
no under-utilisation of capacity so far as 
possible. It so happens that, in the sugar 
industry unless special efforts are made, 
the position regarding utilisation of capa¬ 
city is likely to worsen rather than to 
improve. It is the general practice to 
have earmarked areas around each factory 
from where the factory will get its supplies 
of cane. 

low capacity utilisation 

During the 1973 sugar inquiry, a 
complaint that was made to us over and 
over again was that new factories were 
being allowed to come up in the same 
areas without sufficient regard being paid 
to the availability of adequate cane for the 
new factories. On the other hand there 
is no doubt that we need jncreasing # quan- 
titites of sugar for domestic consumption, 
for exports and for buffer stocks against 
possible future shortages. Production of 
sugar this year is expected to be about 
48/49 lakh tonnes as against about 31 lakh 
tonnes in 1971-72. The Planning Com¬ 
mission has targetted for a production 
capacity of 70|akh tonnes by the end of 
the fifth Plan period to meet the estimate 
of about 60 lakh tonnes which is likely to 
tie the requirement of sugar by that time. 
In spite of the increasing demand for sugar 
it is quite disheartening to find that in the 
sub-tropical region, which includes most 
of the northern and eastern parts of the 
country, the general utilization of capacity 
averages about 50 per cent of the available 
capacity as against 85-90 per cent in the 
tropical western and southern regions. 


One can, therefore, see the developing gap 
between the supplies of cane and the 
demand for sugai. There are, as already 
indicated, about 250 sugar factories. 
Another 100 arc likely to come up in the 
near future. Unless, therefore, urgent 
steps are taken to ensure adequate supplies 
of cane to the sugar factories, whether new 
or old, the result is bound to be develop¬ 
ment of unhealthy competition between 
the neighbouring factories—apart from 
the usual competition from gur and 
khandsari—and the likelihood of increas¬ 
ing inadequacy of supply of cane to many 
factories resulting in under-utilisation of 
capacity all round and increasing thereby 
the cost of production of sugar. 

great role 

For optimum utilisation of capacity 
there has to be adequate and continuous 
supply of sugarcane. You may well wonder 
what role the accountant can have in the 
matter of adequate supplies of cane to the 
factory. Our experience during the sugar 
enquiry has shown that both the manage¬ 
ment and the cost accountant have a great 
deal to do with ensuring adequate supplies 
of sugarcane. Constant liaison with the 
cultivator and appreciation of his diffi¬ 
culties and financial and other help to 
him at proper time create a moral and 
financial bond between the cultivator and 
the factory to ensure continuous supplies 
of sugarcane and avoidance of diversion 
of cane to gur, khandsari and even to the 
other competing units. 

During our tours while conducting 
the sugar inquiry, time and again, 
we found that whereas some factories, 
on account of their excellent rapport 
with the cultivators, got all the cane 
that they needed thus increasing their 
profitability, there were others which con¬ 
tented themselves with the routine pro¬ 
cedures prescribed for cane supplies and 
were constantly plagued with shortage 
of supplies and under-utilisation of capa¬ 
city. 

It is also obvious that since the avai¬ 
lability of fertile land is limited and diver¬ 
sion of land under food crops to sugar¬ 
cane may or may not be possible, and 
in any case any such major diversion may 
not be in the oveiall interest of the nation, 
the increased demand for cane can be 
met only if more cane could be produced 
per acre. It is here that the cost accoun¬ 
tant comes into the picture. The cost 
accountant has a finger in every pie where 
expenses are involved. If the management 
invests some money on cane development 
activity and helps the cultivator by all 
possible means to get the maximum yield 
per acre and to improve the quality of 
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cane, this expenditure will be well justi¬ 
fied. 

It is the cost accountant who has to 
enlighten the management what the cost 
benefit is likely to be in the short and the 
long run, from the expenditure to be 
incurred on developmental activity and 
having a rapport with the cultivator to 
ensure adequate supplies of good quality 
cane throughout the season. Many 
managements may consider such expendi¬ 
ture wasteful. 

It is for the cost accountant to 
make this cost benefit analysis and 
impress on the management the usefulness 
and desirability of such expenditure. This 
kind of cost benefit analysis may be useful 
not only for the factory in which the cost 
accountant is working but also, since its 
practical results will be obvious, it may be a 
good example and help to other less enli¬ 
ghtened units in the field to direct 
their expenditure on development of canc 
in the right direction. You will thus be 
helping not only your own and other units, 
but also, cultivators at large and the nation¬ 
al economy in general. 

And now let us turn out attention to the 
manufacturing side. After the cane 
reaches the factory it is obvious that the 
profitability of the company will depend, 
in a significant manner, on the amount of 
sugar that the unit can recover from the 
cane that is crushed. Unless the maximum 
sugar fiom the available canc is recovered 
the ultimate loss in terms of money could 
be quite significant. It is here again that 
the role of the cost accountant assumes 
importance. 

advancing technology 

Nothing is static in life. Kvcry 
day technology advances. Newer and 
more efficient equipment is being con¬ 
tinuously developed. The question that 
the cost accountant and the management 
have to pose to themselves is the usefulness 
and the timing about the introduction of 
such technological developments in the 
factory and their cost benefit. Its timely 
introduction may make all the difference 
to the company's profitability. Of late, 
for instance, there has been the installa¬ 
tion of diffuser plants in some factories. 
Such diffuser plants are said to have better 
efficiency for extraction of juice of cane 
resulting in a significant addition to the 
output of sugar without any substantial 
increase in the cost of cane or other 
funning expenses. 

Similarly theie may be other techno¬ 
logical developments or improved pro¬ 
cesses lor recovery of sugar. The cost 


accountant has to be continuously alert 
to analyse the cost benefit of all such 
technological innovations and to help the 
management in their introduction in the 
factory at the proper time to get the maxi¬ 
mum benefit from such developments. If 
the cost accountant and tne management 
remain content with the routine of their 
daily work, oblivious to the cost benefit 
of new technological developments, 
the factory will soon find itself a 
losing concern and a mere heap of 
junk. 

As mentioned earliei their are about 250 
sugar producing units at present. These 
units comprise joint stock companies, 
cooperatives as well government owned 
sugar factories. Our investigations reveal 
that efficiency or inefficiency is not the 
exclusive preserve of any particular sector. 
We have found factories neat in appea¬ 
rance, excellent in management and effi¬ 
cient in working while there are otheis 
which are so badly managed and slovenly 
in their upkeep and wasteful in working 
that the less said about them the belter. 
It may come as a surprise to you that in 
some factories we found that there arc 
even now no qualified cost accountants 
and accounts are still kept in a pretty pri¬ 
mitive manner. 

checking efficiency 

A significant part oft he industry 
is still not quite cost conscious 
because whatever is produced still finds 
a ready market. In such a situation 
even if a wasteful unit makes some profit 
it can hardly be said to be an index of 
its efficiency as it is largely the result of 
a sheltered economic environment. To 
judge efficiency of a unit one has to assess 
its working in a really competitive market. 
If we were to adopt that yardstick, quite 
a significant proportion of the sugar indus¬ 
try will be found below par and if ever the 
supply were to outstrip demand and really 
competitive conditions were to prevail, 
quite a number of the units will have to 
pack up. 

Our investigations also reveal that suffi¬ 
cient importance is not given to the main¬ 
tenance of a detailed accounting system by 
many of the sugar factories. Most of 
them keep accounts only to the minimum 
to meet the various statutory require¬ 
ments. 

Now the real purpose of maintaining 
accounts should not be merely to keep 
statistics to show to the law enforcement 
authorities but to make use of them for 
effective control and working efficiency 
of the units. I wonder many of the units 
really take the trouble of keeping account¬ 


ing records in sufficiently detailed manner 
and whether there is any system of theif 
regular analysis to study the working 
expenses in all its details. It is basically 
the responsibility of the cost accountant 
to keep very detailed accounts and help 
the management to analyse them with a 
view to reducing unnecessary items of 
expenditure and to increase productivity 
by reducing the total cost of production. 
Such analysis will also help to localise any 
weak spots in the working of the units so 
that remedial action can be taken in time. 
A certain amount of inter-firm comparison 
in this regard by the cost accountant will 
further help him in assessing the relative 
efficiency of the various sechoqs of his 
factory with those of other units better 
placed in (he industry. 

loose records 

Wc found during the course of our 
investigations that many factories do not 
even complete their audited profit and loss 
accounts for months. How can such 
records serve the purpose for which they 
are intended if (hey are already obsolete 
by the time they are posted and analysed? 
Prompt decisions affecting costs and effi¬ 
cient production cannot be taken by the 
management unless the accounts are 
completed in time. 

It is now time (o sum up. I have in¬ 
dicated a few aspects of your work 
which merit your increased attention and 
interest. This programme as well as what 
I have tried to say should make you 
aware of the pivotal role that you can play 
in the progress of the factory where you 
are working and of the sugar industry as 
a whole. You are all specialists in your 
line. 

Unfortunately, the trouble with too 
much specialisation in one subject is that 
we become like individual trees in a forest 
witnout realising that we are part and 
parcel of the forest. I hope that some of 
the lectures in the programme have also 
stressed the point that though you are 
important in your own field of activity you 
are part of bigger organisations also or, 
namely your factory, your industry, your 
society and that the thrust of all your work 
should be towards the development and wel¬ 
fare of all these organisations. You have 
to guard against complacency and against 
your daily toutine making you into a fossil 
You have to keep the windows of your 
mind open so that fresh ideas keep your 
interest in what you are doing alive and 
your search for making the tomorrow of 
your factory and your society better than 
it is today. 1 wish you all good luck and 
success in this endeavour. 
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window on the world 


Pros and cons of 


negative income tax 


How most effectively to help persons with 
substandard incomes? How to iron out 
the administrative problems that arise as 
social welfare schemes become more com¬ 
plex? How to take account of the inter¬ 
action, not always desirable, between 
such schemes and personal taxation? 

These questions are being raised in many 
OECD countries today. What have come 
to be known as “negative income tax” 
schemes have attracted interest as offering 
a possible answer and even, with the more 
ambitious variants of such schemes, per¬ 
mitting a major redistribution of incomes 
between income groups, although 1 per¬ 
sonally regard the obsession with the 
redistribution of wealth that exists in 
several European conditions as one of the 
most harmful phenomena of this unsuccess¬ 
ful age. What we need is not fewer but 
more millionnaircs ! In other words, we 
should be concentrating on how to add 
to existing wealth rather than redistribute 
it. Redistribution strikes at the gifted, 
the able and the independents it creates 
dull uniformity and conformity-—drab 
crowds. 

basic ♦saturss 

The OECD has just issued a report 
Negative Income Tax : An Approach to the 
Co-oi dination of Taxation and Soda! Wel¬ 
fare , which describes the basic features 
of negative income tax schemes, and the 
problems raised for their effective imple¬ 
mentation. As governments have come 
to accept responsibility for wide-ranging 
social objectives, the scope of welfare 
programmes—broadens—and their com¬ 
plexity increases. At the same time, an 
increasing proportion of GNP is being 
absorbed by taxation, and there has been 
a rise in the number of people in lower 
income brackets who pay personal taxes. 

Generally, the development of the social 
welfare and taxation systems have not been' 
coordinated and as a consequence they 
may work at cross purposes; people at 
the low end of the income scale may find 
that, with a given increase in income, the 
loss of social benefits plus* the increase in 
personal taxation may, on balance, leave 
them slightly better off than they were 
before—or even woise off In other 


words, their effective tax is veiy high 
indeed. 

Such inequitable treatment diminishes 
the incentive to work and encourages tax 
evasion, besides thwarting attempts to re¬ 
distribute income through social welfare 
schemes and the personal income tax. 

It is in this context that the idea of in 
some way unifying personal taxation and 
welfare systems began to attract atten¬ 
tion. One proposal to achieve greater har¬ 
monisation between the two systems is 
by what have come to be known as nega- 


tive income tax or NIT systems. 

An NIT system attempts to comple¬ 
ment the positive (i.e. normal) income tax 
system by providing payments to those 
whose incomes are below some basic level, 
a soit of tax in reverse. The amount of 
this supplementary income varies accord¬ 
ing to a family's size and earned income 
and is given in the form cither of tax 
allowances or credits, which may be offset 
against personal income tax liability, or 
by direct cash payments if they exceed the 
tax liability. The net supplement to in- 

® . 


POSITIVE TAX SYSTEM 



$ 


© 

NEGATIVE INCOME TAX SYSTEM (NIT) 



f 


781 


OCTOBER 24, 1975 











come falls as’a family’s income increases 
and, at some level of income (known as 
the break-even point), it declines to zero. 
Above this break-even level, normal in¬ 
come taxes are paid. 

Such a system, it has been argued, would 
make it possible to see what the overall 
impact of tax and social systems is on 
the individual. Decisions on both social 
welfare and taxation could thus be taken 
in the light of better knowledge of the 
taxpayer’s overall position. The negative 
income tax enables social benefits to be 
provided automatically to recipients with- ’ 
out the stigma that may accompany other ' 
arrangements. Indeed the failure of per- ] 
sons who arc entitled to benefits to take 
them up --either because of ignorance of 
their rights or shame at having to make 
the claim—is one of the drawbacks of 
existing social welfare systems. 

Although the attraction of such a 
scheme can be easily perceived—simplicity, 
avoidance of high marginal tax/benefit 
rates, sharper definition of the scope of 
welfare systems—in practice, OECD’s 
report notes, it has limitations. In some 
countries the existing institutional frame¬ 
work may not be suited to the introduction 
of an NIT scheme: if, for example, j 
reliance on the personal income tax as a I 



source of revenue is very low, if a large 
proportion of the population is outside 
its scope or if no machinery exists for 
automatically deducting taxes from earn¬ 
ings. It is thus no accident that in the 
United Kingdom, the only country at 
present contemplating the introduction of 
an NIT scheme, income taxes are high 
and are paid by most of the working 
population, whilst there is an existing 
scheme for deducting taxes from the 
earnings of employees at source. 

Aside from these institutional cons¬ 
traints, an NIT may be irrelevant to the 
problems that are currently occupying 
policy-makers. Thus, for example, as in 
France, with its relatively low tax rate and 
a system of social transfers generally 
independent of income there may be no 
problem of sudden increase in taxes or 
loss of benefits. Or a country may consi¬ 
der that its existing welfare system provides 
an adequate supplement to income (e.g. 
Denmark and Sweden). Such a country 
may feel that its major problem is to alle¬ 
viate the causes of poverty; something 
which may be more effectively achieved 
by rehabilitation and re-education pro¬ 
grammes than with an NIT. 

Even if an NIT system is considered 
relevant and feasible, its introduction 


necessarily involves a trade-off between 
three policy objectives: providing an ade¬ 
quate income guarantee, avoiding serious 
work disincentives and ensuring that the 
transfer and administrative costs of any 
scheme are acceptable. The report ex¬ 
plains in some detail why this is so, and 
describes the wide range of technical 
problems which must be resolved if any 
scheme is to function effectively, for exam¬ 
ple, how the family unit should be defined; 
what should be the size of the allowance 
in relation to the composition of that 
family and how income should be defined. 

The OECD report suggests no single 
conclusion because it seems fairly dear 
that NIT schemes are much better aaapted 
to some countries' circumstances than to 
others. Administrative simplicity and the 
content and quality of certain countries' 
social welfare programmes may be en¬ 
hanced through streamlining tax and 
social welfare schemes, but in others NIT 
schemes would create new and additional 
administrative or policy difficulties. An 
attempt to use NIT to bring about a 
substantial redistribution of income as 
between income groups in a given popula¬ 
tion would soon involve large budget 
transfers for which it could be difficult 
to secure public acceptance. 
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WINDOW ON THE WORLD 


Tale of bankrupt cities 


This is the story of a lot of bankrupts. 
There is an increasing number of them 
about and the biggest bankrupts of all are 
the cities Europe has some outstanding 
examples; t h oiJtf te iLled States is sickening 
for ar^S^Sm^ nnancial crisis. It is a 
phenomenon that begins to worry govern¬ 
ments in both continents, although it will 
be taken in hand later rather than sonner 
because it cuts uncomfortably across 
generous social policies satisfying to the 
voters on whom all government parties 
keep a wary eye and because the “moment 
of truth” is always put off as long as possi¬ 
ble. 

In west Europe—for in east Europe no 
such thing as bankruptcy is acknowledged 
to exist—the leading capital exponent of 
running a city ever deeper into the red is 
Rome. In fact, Naples is so hopelessly 
bankrupt as to make even Rome's finances 
look compaiatively stable but Naples is 
not a capital, it is Europe's incurable sick 
man and in bankruptcy, corruption and 
inefficiency with charm regularly shows 
Rome the way. Naples is Italy's perma¬ 
nent bad joke, with Venice its permanent 
tragedy and Rome its most prominent 
scandal. But Italy should not be too 
severely taken to task: several other capi¬ 
tals, not excluding London, Paris and 
Vienna, are also in debt to various degrees 
of depth, with no discernible way out and 
a reasonable certainty of getting steadily 
further into the red. Deficit financing has 
become almost a way of life with cities and 
bigger towns: the one thing their citizens 
can be certain about is that living in them 
will become progressively more expensive. 

deep In debt 

t In the United States, New York—the 
I llation’s biggest among the very big and 
thus the wealthiest—would not even be 
f able to pay off its bonds, so deep in debt 
* has it fallen. The dilemma of New York, 

I now seeking loans from a stern Calvinist 
■ US Treasury Secretary who regards pro¬ 
fligacy as sin which carries its own unavoid- 
; able penalty, has made many other United 
, States cities take a frightened look at their 
; finances. About twenty of them have 
found they are so sunk in the financial 
mire that they will not be able to pay off 
their bondholders on settlement date 
either. They have joined New York as 
suppliants before the Joint Economic 
Committee of Congress for help to avoid 
default. 

The financial plight of New York and the 


score of polential defaulters has created 
a far more panicky effect in the USA, and 
especially in Washington, than any hoary 
deficits in west Europe. The Americans, 
with their strong puritan tradition, have 
a far more tender conscience about debt 
and defaulting than any Europeans: the 
Teutonic and Scandinavian peoples may 
worry a little and satisfy themselves with 
reproachful criticisms but the Latins of 
Europe generally lake debt easily in their 
stride in very much the same way as they 
do inflation. If money is short make more 
of it in the form of paper money. Eco¬ 
nomy is something of a dirty word and 
temporary deprivation to reduce debt not 
to be thought of. 

a symbol of the US 

But for New York to go bankrupt would 
genuinely shock even the most unshockablc 
of Europeans. New York city is a symbol 
of the United States. For this city to 
collapse financially would create a shock 
in Europe which no financial misfortune 
nearer home could equal. A New York 
bankruptcy would be a shock to inter¬ 
national confidence which could trigger 
off a run on major banks throughout the 
world. It could weaken the value of the 
resurgent dollar on the foreign exchange 
markets and check the incipient economic 
recovery of the USA itself. There is more 
than $ 40 billion-worth of foreign-port¬ 
folio investments in the USA which could 
risk liquidation if foreign investors lost 
confidence through a New York financial 
collapse. As foreigners wait the outcome 
of New York's problems European invest¬ 
ment in the United States has already 
stopped and a part of foreign funds there 
have been put temporarily into gold. 
So far, there has been no withdrawal of 
foreign funds from the USA partly because 
alarm may be only temporary but largely 
because, there arc no other financial mar¬ 
kets broad enough to absorb such vast 
quantities of funds while affording investors 
a high degree of liquidity. At the moment, 
foreign investors and foreign governments 
not least the West German government, 
are very nervous about the situation threa¬ 
tened by New York’s insolvency and the 
present disinclination in Washington to 
take rescue measures. 

No city in Europe except London or 
Paris would create such a furore if they 
were not in a position to pay their bond¬ 
holders on due date; if either ever had to 
default or seek delays the international 
effects would not be so potentially serious. 


E. B. Brook, Vienna 


But the example of New York—which, 
after all, is not the US capital—shows that 
big city finances are more important than 
their parish pump politicians realise. To 
some extent all municipalities, big and 
small, are the victims of inflation, rising 
costs for material and wages and of 
demanding citizenries: but there is doubt¬ 
less a great deal of waste in administration, 
in trying lo run ambitious schemes with 
planners and staff not adequate to the job 
and in sheer frivolous projects. A shar¬ 
per government regard to what cities and 
large towns are doing in spending public 
funds would help to make Europe a more 
healthily financial area. 


While New York gives the USA’s repu¬ 
tation for economic stability a shaking the 
US dollar benefited from the OPEC oil-price 
rise of 10 per cent till next July because 
of the universal feeling that the United 
States could withstand the increase more 
easily than many European economies. 
The renewed weakness of the pound sterl¬ 
ing, partly due to selling in the middle 
east, and the large transfers from pounds 
to continental currencies—especially to the 
French franc—has made the prospect of 
the £ becoming worth only two US dollars 
an almost immediate prospect. Sterling’s 
trade-weighted average depreciation 
against 10 major currencies since the 
December 1971 currency realignment has 
gone as far as 28.7 pci cent. 

a real risk 

By the end of this year the 
depreciation will probably be at least 
30 per cent which would mean 
a real risk of a mere two-dollar pound. 
There is a possibility that within three 
months the £ will even be below the two- 
dollar level. The $ 2 rate would be psycho- 
logically important: the Bank of England 
would certainly intervene strongly 
lo try to check a fall below that 
level but the Eurosterling market has 
become so big it is already difficult 
for the Bank of England to make 
much impact on it. The possibility of a 
“left of left'’ development within the "ruling 
British Labour party is causing concern 
[on both sides of the Atlantic and especially 
among the Common Market membership. 
The most healthy sign from a Britain 
widely regarded as stagnating would be 
that of active awareness by most major 
British companies that their health depends 
at last as much on sales in major foreign 
markets as at home. On the continent. 
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the British are regarded now as just not 
competitive. 

The French, now benefitting from the 
£’s weakness, began to take advantage of 
the dollar's weakness two months ago to 
depress the value of their franc on foreign 
exchanges. The French Treasury has now 


informed banks that it will no longer 
authorize foreign borrowings by private 
or public companies. Total French 
borrowings abroad are about 25 billion 
francs, mostly in US dollars. The French 
now want a weaker franc to help sell 
French goods in the middle east and 
other dollar-orientated countries. Paris 


aims to keep the franc at the bottom of its 
range in the European joint float against 
its European competitors^ As in the War* 
kct’s farm and wine policies* the French 
look consistently to home interests first 
and are adept in using their currency 
for this purpose. 


International grain Washington 

reserves: US proposal 


The United States has presented a 
detailed proposal for a 30-miilion metric- 
ton international grain reserve to be used 
to stabilize world supplies.and prices during 
times of shortage. The proposal was off¬ 
ered at a preparatory meeting of the Inter¬ 
national Wheat Council (IWC)in London 
on September 29 by US Assistant Secre¬ 
tary of Agriculture, Richard E. Bell. The 
proposal calls for a reserve of about 25 
million tons of wheat and five million 
tons of rice. The US statement said that 
a stock of this size would be sufficient to 
offset over 90 per cent of world produc¬ 
tion shortfalls. 

Other features of the US plan Include: 

—The shares to be held by participating 
nations would be determined by their 
past grain production and trade, and by 
their financial capacity. 

—If there were signs of a coming 
grain shortage, but the evidence was 
still not firm, the first, or “warning” 
stage of the system would go into effect. 
Participants would consult to decide 
what action, if any, was warranted. 

—The second, or “shortage” stage 
of the system would go into operation 
when a shortfall was clearly identified. 
Participants then would be obliged to 
make available the reserve stocks they 
are holding, to be sold at market prices. 

free to choose 

—•The reserves would be held separa¬ 
tely by the participating countries, and 
each country would be free to determine 
how its reserves were established and 
maintained. 

—Participation in the agreeement 
would be open to all governments repres¬ 
ented at the World Food Conference and 
the government of any country party 
to the International Wheat Agreement. 

•—Special assistance would be extend¬ 


ed to participating developing countries 
so they could meet their reserve obliga¬ 
tions without undertaking undue financial 
burdens. 

Following is the complete text of the 
US proposal: 

Twice in this decade unpredictable 
shortfalls in world grain production have 
sharply reduced available supplies. The 
consequences have been manifested in 
widely fluctuating prices and abruptly 
altered consumption and trade patterns. 
In these circumstances, the most affected 
have been those developing countries 
whose economies are most vulnerable. 
But all countries have been affected 
by the cost of adjustments to fluctuating 
grain supplies. After considering the 
issue, the World Food Conference stres¬ 
sed the urgency of international action 
to enchancc world food security, which 
may be defined as a reasonable assurance 
of the availability of adequate food 
supplies. 

nationally-held stocks 

An international agreement on natio¬ 
nally-held grain reserves would provide 
a means for offsetting a significant por¬ 
tion of serious global production short¬ 
falls to moderate their disruptive effects. 
In these proposals the United States out¬ 
lines a concept for such a reserve agree¬ 
ment. Reserves, for this purpose, would 
be holdings in excess of normal working 
stocks. These are estimated to be 10 per 
cent of national production or consu¬ 
mption, whichever is larger. On this 
basis, world working stocks arc approxi¬ 
mately 100 million metric tons of all 
grains. Reserves would be slocks above 
this level. 

The reserve stocks would need to be 
large enough to meet a substantiate por¬ 
tion of major production shortfall. A 
reserve sufficient to offset potential 


production shortfalls completely would 
be unrealistically large and costly. A 
reserve adequate to offset at least 90 per 
cent of production shortfalls would 
significantly enhance food security while 
being more feasible from the standpoint 
of size and cost. 

ensuring food security 

Since the emphasis is on improving 
food security, a reserve of 30 million tons 
of wheat and rice, the most generally con¬ 
sumed foodgrains, should be establish¬ 
ed. Wheat is the most widely traded 
foodgrain and is highly substitutable 
for rice. The Reserve could be divided 
along the lines of 25 million tons of 
wheat and five million tons of rice. 

This stock would be sufficient to off¬ 
set over 90 per cent of projected devia¬ 
tions below the world production trend 
and would meet all of the criteria propos¬ 
ed here. Consideration should be given 
to whether stocks of coarse grains are 
needed, since these are used for food in 
some areas of the world and a shortfall 
in the production of feedgrains increases 
the demand for wheat as animal feed. 

The responsibility for holding reserves 
will need to be equitably shared among 
participants. The criteria for determin¬ 
ing these shares should take into ac¬ 
count historic role pf participants Jbn 
grain production and trade and financial 
capacity, and should be based upon 
generally available and accepted data. 
Measures of trade in foodgrains, gross 
domestic product, and variance in pro¬ 
duction meet these criteria. Continual 
tion of full production policies on the 
part of major producers should provide 
supplies of grain adequate to permit 
the build-up of reserves. However, inter¬ 
nationally agreed rules or guidelines will 
be required to assure properly coord¬ 
inated action. Action to increase 
reserve holdings would be triggered by 


EASTERN ECONOMIST 


784 



a quantitative indicator based upon stock 
levels and deviations in production 
Prom the long-term production trend. 

Likewise, agreed rules of guidelines 
would be needed to govern draw-down 
of reserves. There must be a clear pre¬ 
sumption that all participants will make 
reserves available when needed. Con¬ 
versely* reserves must not be released 
prematurely or excessively and thus un¬ 
necessary depress market prices. Natio¬ 
nal action to release reserves would be 
triggered by a quantitative indicator 
based on stock levels and production 
shortfalls operating in a manner similar 
to that for acquiring reserves. 

A reserve system based on a two-stage 
response to shortage situations would 
provide flexibility in meeting short supply 
situations, while assuring that reserves 
would be released when needed. 

(1) Warning Stage: When a potential 
shortage situation—defined by an agreed 
indicator—was identified, participants in 
the agreement would consult to determine 
what action, if any, was warranted and 
to coordinate the measures each would 
take within previously agreed guidelines. 

These guidelines could provide for: 

—Measures to reduce stocks (apart 
from reserves) ; 

—Reduction of wheat feeding to live¬ 
stock; 

—Reduction or elimination of export 
barriers; 

—Exchange of additional information 
on anticipated production and trade 
levels including purchase and sale 
Ians of government-constituted 
uying and selling agencies. 

agreed indicator 

(2) Shortage Stage: When a shortage 
situation was identified by an agreed 
indicator, participants would be obliged 
to make available reserve stocks up to 
the reserve holding commitment of each. 
The quantities to be made avilable would 
be determined through consultation, 
taking into account the supply situation 
in participating countries and the effect 
of actions previously taken in the 
warning stage. If a participant were 
willing to make more than the minimum 
quantity agreed upon, it could do so. 

Participants in the system should 
receive assured access to supplies at 
maket prices. Non-participants or parti- 
cipapants not complying with the agree¬ 
ment, would not be assured of obtaining 
access to reserves held by others. Should 
a shortage be so severe that participants 
were forced to apply export restraints 
after having taken the measures outlined 
in the warning and shortage stages above, 


they would give preferential treatment 
to other complying participants. 

Participation in the agreement should 
be open to all governments represented at 
the World Food Conference and the 
government of any country party to the 
International Wheat Agreement. 

A government could withdraw from 
the agreement upon due notice, but would 
be required to fulfill its commitments 
under the agreement with regard to the 
management of reserves for the current 
crop year and the crop year immediately 
following. The agreement would have 
a five year term but could be dissolved 
12 months after a decision effected by a 
majority of the votes of both the export¬ 
ing participants and the importing 
participants, counted separately. 

global reserves 

Special assistance should be extended 
to participating developing countries to 
assist them with meeting their obligation 
to hold a portion of global reserves. 
Developing countries with larger reserve 
obligations could be provided with 
financial or food aid to help them meet 
their commitments. The aggregate shares 
of developing countries with small 
reserve obligations could be added to 
the reserve obligation of developed 
participants without greatly increasing 
these commitments. This dual approach 
would help assure that reserve targets 
were achieved in developing countries 
without imposing an undue financial 
burden. 

Each participating country should be 
free to determine how its reserves will 
be maintained and what measures to 


World production of copper has expanded 
considerably during the war to a rate of better than 
1 million tons yearly, nearly 50 per cent above the 
immediate pre-war years. The United States 
stand first with an expanded productive capacity 
of over 1 million tons which is about twice the 
domestic consumption in 1918. In addition, the 
United States have during the war period imported 
about 1 million tons from Chile, Peru, Mexico. 
Canada and Africa. The government even absor¬ 
bed the import duty of 4 cents a pound. Now with 
the cessation of military demand, imports will 
decrease to very modest proportions; and a Large 
part of the l million tons used during the war can 
be recovered. It is expected that such copper as 
may be recovered from military scrap wiU supply 
quite a sizeable part of the world's needs. The 
US government stocks of copper amount to 400 
thousand tons and stocks with fabricators and 


provide for their build-up, holding and 
draw-down. 

However, participants would have to 
assure their ability to fulfil their obliga¬ 
tions under the agreement. The agree¬ 
ment would not attempt to specify the 
manner in which individual participants 
would meet their obligations. 

exchange of information 

To accomplish its objectives, the 
system would require provision for ex¬ 
change of information and data regard¬ 
ing crop prospects, supply availabilities 
and stock, anticipated demand and inter¬ 
national trade in grain. Such informa¬ 
tion would be needed on a timely basis. 

The agreement would need to provide 
for governing and executive bodies as 
appropriate. These bodies, and the 
agreement itself, could be independent 
of existing international organisations, 
but the International Wheat Council 
could be asked to provide facilities and 
the services of its secretariat to adminis¬ 
ter the agreement. Activities of the gov¬ 
erning bodies such as meetings, report¬ 
ing requirements, etc, would need to be 
coordinated to the extent possible. 

Administrative costs, e.g. for meeting 
facilities and the services of the secretariat 
would be borne: (1) By countries which 
are members of the IWC through their 
contributions to that organization; and 
(2) by countries not members of the IWC 
through their direct contribution to the 
IWC of a pro-rata share of these costs. 

Members of the reserves agreement 
would bear the costs of managing their 
own reserves. 


refiners 450 thousand tons. It would thus appear 
that considerable curtailment in copper mining 
activities resulting in large scale unemployment in 
the near future is a foregone conclusion, unless the 
government decide to 1 ‘freeze’' its stocks for any 
future emergency. More certain, however, in the 
cessation or considerable reduction of imports 
which wiU now' have to pry the 4 cents a pound 
duty. The copper surplus situation is, however, not 
confined to the United States alone hut is rather 
a worldwide phenomenon now. The problem of 
over production may assume high proportion 
since Germany and Japnn. both hrge consumers 
of copper will have their industrial capacity 
severely reduced. It is possible that copper produc¬ 
ing interest may gather and discuss steps to con¬ 
trol production. Intcr-govcrnmental negotiations 
have taken place earlier in the year and further 
developments will be watched with interest. 
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TRADE 

WINDS 


Aluminium Distribution 

The union government has 
announced new steps to curb 
undue accumulation of stocks 
with aluminium producers in¬ 
cluding excise duty “adjust¬ 
ments” in respect of “levy” 
aluminium (electrical grade) 
consumed by state electricity 
boards. The levy on aluminium 
production for EC grade metal 
is being reduced from 55 per 
cent to 50 per cent, and dis¬ 
tribution control on the non¬ 
levy metal (CG grade) will be 
dispensed with. The control 
over the price of non-levy 
aluminium had been lifted from 
July 15, 1975. Distribution and 
price controls over ‘levy' (EC 
grade) aluminium will continue. 

Export Scheme 

The government has also 
decided to give positive encou¬ 
ragement for export of some 
aluminium, taking advantage 
of the improved availability 
of the metal. A suitable 
scheme for this purpose will 
be drawn up shortly. The 
government also made it clear 
that no change in excise duty 
in respect of “non-levy” 
aluminium was being con¬ 
sidered. This clarifica'ion 
was intended for those con¬ 
sumers, who might have been 
slowing down their intake of 
aluminium in the expectation 
of some excise duty reduction. 

These decisions in effect 
mean further liberalisation ot 
the new aluminium policy 
announced by the government 
on July 15 last when a dual pric¬ 
ing system was adopted i.e. 
fixed price for the levy metal 
including ingots and wire rods 
and no price control for the 
non-levy (commercial grade) 
metal. 

With regard to EC. grade 


levy aluminium, the centre 
also has exempted the state 
electricity boards from the 
obligation of payment of the 
additional exicise levy of Rs 
3,000 per tonne imposed later. 
This is expected to avoid unne¬ 
cessary blockage of funds and 
have the way for prompt lifting 
of stocks by the state electricity 
boards. 

Syndicate Bank’s 
Golden Jubilee 

Syndicate Bank celebrated 
its golden jubilee on October 
20, 1975. The celebrations 
were held at the banks' head 
office in Manipal, Karnataka 
slate, under the presidentship 
of Mr C. Subramaniam, union 
minister of Finance. On the 
occasion of the celebrations, 
Mrs Sashikala Kakodkar, chief 
minister of Goa inaugurated 
the T.A. Pai Social Welfare 
Fund. 

Deposits with 
Non-Financial Firms 

The centre has permitted 
the Reserve Bank of India to 
adopt measures to cut non¬ 
banking companies (NBS) to 
size by discouraging the growth 
of deposits with non-financia! 
companies and by treating 
financial companies as “banks” 
under the Banking Regulation 
Act, 1949. These measures 
have been planned on the 
basis of a report of a high- 
powered study group headed 
by Mr James S. Raj, Chairman 
of the Unit Trust of India. 
The present ceiling of 15 per 
cent of the net owned funds of 
non-financial companies in 
respect of unsecured loans 
guaranteed by their directors 
will be reduced by five per cent 
from January. 1, 1977 and 

totally abolished a year later. 


The same time-period formula 
will be applied to do away 
with deposits of investment 
companies. 

Further, deposits with 
hire-purchase finance and loan 
companies will not be allowed 
to exceed 10 times their net 
owned funds. The present 
exemption in the case of 
housing finance companies in 
respect of the ceiling on depo¬ 
sits will continue. As regards 
‘nidhis’, money received from 
their members are excluded 
from the term ‘deposit’ and as 
such the ceiling on deposits 
will not apply to them and the 
status quo will be maintained. 

No insurance cover will be 
extended to deposits with the 
non-financial companies since 
it will be conceptually wrong 
to confer on unsecured 
company deposits the same 
protected status as has been 
conferred on bank deposits. 
A degree of risk is an inevitable 
concomitant of higher interest 
rate offer on company deposits. 

No Ceiling 

The minimum period of 
deposits (six months) will be 
maintained, while the maximum 
duration of deposits will not 
exceed three years. There will 
be no ceiling on the rates of 
interest offered by non-finan¬ 
cial and financial companies 
on deposits received from the 
public as well as interest rates 
chargeable on advances by 
financial companies. The non- 
financial companies will be 
required to maintain in the 
form of liquid assets, excluding 
cash in bank, a sum not less 
than 10 per cent of their depo¬ 
sit liabilities maturing during 
course of the year. Deposits 
received by companies from 
their directors, as well as by 
private companies from their 
shareholders, will continue to 
be exempted. 

The exemption of inter¬ 
company deposits currently 
available under the compa¬ 
nies (Acceptance of Deposits) 
Rules, 1975, will be modified 
to continue it only where the 
recipient company is a new 
company which has gone into 
commercial production and 


which does not accept deposits 
on its own from the public, Jn 
other cases, to get the benefit 
of exemption, the recipient 
company is required to obtain 
the prior approval of the 
union government. The 
arrangement of exemption in 
respect of security and dealer¬ 
ship deposits accepted by 
manufacturing companies as 
a traditional business practice 
will continue. Convertible 
debentures and bonds will be 
exempted from the term 
“deposit”. 

Paid-up Capital 

Every financial company 
other than a nidhi which 
commences business after the 
proposed regulatory measures 
are brought into force must 
have a paid-up capital of not 
less than Rs 5 lakhs. If such a 
company has to conduct 
business only at one place with 
a population of less than five 
lakhs, the paid-up capital will 
not be less than Rs 2 lakhs. As 
regards an existing company 
other than a nidhi, the net 
worth will not be less than Rs 2 
lakhs if it conducts it business 
only one place with a popula¬ 
tion of less than five lakhs. 
In any other case, the net worth 
should not be less than Rs 5 
lakhs. 

The financial companies will 
be required to transfer to the 
reserve fund a sum equivalent 
to not less than 20 per cent of 
their annual profits before 
declaring devidends till such 
time as the amount in the 
reserve fund is less than the 
paid-up capital of the company. 

Agreement en Double 
Taxation 

A delegation led by Mr S.R. 
Mehta, chairman. Central 
Board of Direct Taxes, recently 
visited USA, Canada and 
Czechoslovakia for negotiating 
comprehensive agreements for 
the avoidance of double taxa¬ 
tion of income, with these 
countries. Following the 
recent meeting of the lndo-US 
joint commission, discussion 
on the tax treaty were held in 
Washington on October 16 
and 17, 1975, A tax delega¬ 
tion from Canada visited 
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this country in April 19?4, 
when preliminary discussions 
were held for avoidance of 
double taxation agreement 
with that country. Simiiarly : 
a tax delegation from Czecho¬ 
slovakia visited New Delhi in 
in October last year for nego¬ 
tiating a similar agreement. 

Seminar on New 
Economic Order 

At the instance of UNCTAD 
Secretariat, the Indian Institute 
of Foreign Trade has scheduled 
a national seminar on the New 
International Economic Order 
and UNCTAD IV: Implica¬ 
tions for India, between 
November 12 and 15, 1975 at 
Ashoka Hotel, New Delhi. 
Similar seminars are being 
organised in Bangladesh. Indo¬ 
nesia, Malaysia, Pakistan, 
Philippines, Sri Lanka, Thai¬ 
land and Singapore by certain 
,designated agencies. It is 
understood that these national 
seminars will lead to a regional 
seminar for Asia early in 
December, 1975. The objective 
of the seminar is to create 
enlightened public opinion on 
development issues to be dealt 
with at the Fourth Session of 
UNCTAD to be held in 
Nairobi, in May, 1976. 

Indo-Sudan Trade 

An Indian trade delegation 
went to Khartoum for negotia¬ 
tions for resumption of trade 
between India and Sudan. 
There is now no trade exchan¬ 
ges between the two countries 
following Sudan's decision 
to snap commercial exchanges 
with India in July last, for an 
indefinite period. Subsequently 
however, it had extended an 
invitation to India to send an 
experts team to discuss the 
matter. The trade ties were 
severed by Sudan because its 
cotton exports to India did not 
move as stipulated under the 
agreement. The cotton could 
not be imported because of 
two reasons. The price of 
Sudanese cotton was very high 
compared with the internation¬ 
al price. Secondly, India itself 
was faced with a surplus of 
long-staple cotton following a 
large-sized crop last year. 

Following Sudan’s decision 


to cut off trade dealings with 
India, negotiations for pur¬ 
chase of Sorghum and Gumar- 
abic which were half through 
were held up. A purchase 
mission of State Trading Cor¬ 
poration visited Khartoum to 
finalise deals but met with no 
apparent success The Indian 
delegation gathered the im¬ 
pression that Sudan will prefer 
to have an overall trade plan 
before any individual deals arc 
finalised 

Indo-Soviet Trade Talks 

The second round of Indo- 
Soviet talks for trade and pay¬ 
ments agreements for the next 
five yeais began recently in the 
Soviet Foreign Trade ministry. 
The talks, which continued 
till October 22. are expected to 
break new ground in commo¬ 
dities exchange and production 
cooperation. At present Indo- 
Soviet trade runs at Rs 650 
crores a year and it is con¬ 
sidered imperative to introduce 
qualitative changes in the 
pattern in order to raise the 
level by 150 to 200 per cent in 
the next five years as agreed 
in the November 1973 sum¬ 
mit meeting in New Delhi. 
India is anxious to sell 
more of its non-traditionul 
and manufactured items in 
addition to undertaking joint 
production ventures to meet 
Soviet market needs. India is 
also keen to take more supplies 
of crucial commodities requir¬ 
ed by its industries. 

AIMO on Bonus 
Amendment 

All-India Manufacturers' 
Organization welcomes the 
Payment of Bonus (Amend¬ 
ment) Ordinance issued by the 
government. The committee 
of AIMO has all along 
been stressing that the concept 
of bonus, unrelated to profit, 
production or productivity, is 
unjustifiable and is not in the 
overall interest of the econo¬ 
my. It is happy to note that the 
government* has recognised 
this and hopes that more such 
realistic and positive measures 
will be forthcoming. The 
measure is a reflection of the 
sense of growing economic 
realism on the part of govern¬ 
ment and will go towards im¬ 


proving industrial relations 
which were seriously disturbed 
in the last couple of years by 
bonus disputes. 

New Ship from England 

The minister of Stale for 
Shipping and Transport, Mr 
H.M. Trivedi, recently laun- 
thc 76,000-ton bulk carrier 
Kasturba from the Kingston 
shipyard of the Scott Lithgow 
Group at Port Glasgow, on the 
lower reaches of the Clyde. 
The minister named the vessel, 
being built for the Shipping 
Corporation of India Ltd, 
Bombay, on behalf of his wife, 
who was unable to attend. 
Kasturba is the sister ship of 
Jhansi ki Rani, which was 
delivered to the owners in 
December of last year. These 
arc two of four vessels ordered 
from the Scott Lithgow Group 
by Indian shipping companies. 

The cost of these ships is 
being financed from British 
government loans and grants 
to India under the aid 
programme. The first ship, 
Jag Prakash. 25.000-ton pro¬ 
ducts carrier, was built by 
Scotts Shipbuilding Co -a 
member of the Scott Lithgow 
Group—and handed over to 
the Great Eastern Shipping 
Company, in May 1974. The 
fourth vessel, still to be built, 
is for the Scindia Steam Navi¬ 
gation Co Ltd. 

BHEL Foundry Forge 

The new Central Foundry 
Forge Plant of Bharat Heavy 
Electricals Limited is taking 
shape in the vicinity of the 
Heavy Electricals Equipment 
Plant of BHEL, Ranipur 
Hardwar (UP) against the 
beautiful backdrop of the 
picturesque Shivalik foothills. 
This plant will specialise in the 
production of forgings and 
castings involving stringent 
technical requirements and 
complexity of shapes. The 
plant is being set up in techni¬ 
cal collaboration with M/s. 
Creusot-Loire of France. 
Mr. Mantosh Sondhi, Secre¬ 
tary, Department of Heavy 
Industry, minister of Industry 
and Civil Supplies, inaugura¬ 
ted construction of the forge 
shop in the plant on October 


16, 1975. It will be the main 
shop where steam turbine rot¬ 
or forgings and moving wheels 
(discs) for 200 MW, 120 MW 
and 100 MW unit sizes as also 
hydro-turbine items and motor 
shafts will be produced. 

With the establishment of 
the forging facilities, intricate 
components for nuclear reac¬ 
tors and other sophisticated 
items for atomic power plants 
and defence requirements 
can be catered for. The major 
equipment in the forge shop 
is a 2500-tonnc forging press 
with sophisticated hcat- 
treatment facilities. The shop 
is scheduled to commence 
production towards the end 
of 1977. 

Bharat Earth Movers 

A record -production of 
over Rs 67.14 crores was ac¬ 
hieved by the Bharat Earth 
Movers Limited (BEML), a 
public sector undertaking 
under th? ministry of Defence, 
during 1974-75. This increase 
was 42 per cent more than 
last year's production. Dur- 
the year under review BEML 
manufactured 535 pieces of 
heavy earth moving equip¬ 
ment and 303 all-metal broad- 
gauge rail coaches as com¬ 
pared to the last year's pro¬ 
duction of 492 pieces of earth- 
moving equipment and 302 
rail coaches. The current 
year’s production of heavy 
earth-moving equipment in¬ 
cluded 17 scrapers, 135 dum¬ 
pers of 25, 35 and 50 ton cap¬ 
acities, 25 motor garders, 47 
tiger wheeled tractors, 307 
crawler dozers of 90 HP, 180 
HP and 250 HP, and four track 
shovels. It is for the first 
time that BEML has manu¬ 
factured a track shovel with a 
bucket capacity of 2.3 cub. 
meters. 

Bharat Earth Movers earn¬ 
ed a gross profit of over 
* Rs 9.18 crores in 1974-75 as 
compared to last year’s profit 
of Rs 4.87 crores. Out of its 
profit the company has paid 
Rs 60 lakhs as dividend and 
has declared a bonus of 20 per 
cent for its workers. In 1974-75 
BEML exported . 50 broad- 
gauge rail coaches along with 
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spares of the total value of 
Rs 445 lakhs. It is for the 
first time that rail coaches 
have been exported by the 
company. In addition, Bull¬ 
dozers and Motor Garders 
valued at Rs 43 lakhs have been 
exported to Kuwait, Iraq and 
Bhutan. Apart from these 
direct exports, the company 
also delivered heavy earth- 
moving equipment worth Rs 75 
lakhs to the Oil and Natural 
Gas Commission for their oil 
exploration work in Iraq and 
to the Central Water and 
Power Commission for the 
Chukka Hydel project in 
Bhutan. The company is fur¬ 
ther intensifying its efforts to 
promote exports. It hopes to 
export equipment worth Rs 1 
crore during the current finan¬ 
cial year. 

Letter of Intent 

The Rail Coach Division 
of the BEML has diversified 
into other fields requiring 
similar production techniques 
such as heavy duty transport 
trailers. The government has 
already placed an order for 
100 units of 50-ton capacity 
trailers. The company has 
also received a letter of intent 
for 100 units of 20-ton capa¬ 
city heavy duty transport 
trailers. The 50-ton trailer has 
already been cleared, after 
extensive trials, and is now 
under production. The pro¬ 
totype for the 20-lon trailer 
is under assembly and is ex¬ 
pected to be available for 
rigor us trials very soon. 

Hindustan Cables 

During the year 1973-74, 
there was an appreciable rise 
in the production of the 
Hindustan Cables Limited, a 
public sector undertaking 
under the ministry of Industry 
and Civil Supplies. The actual 
production in 1973-74 was 
valued at Rs 15.2crores as 
compared to Rs 9.67 crores 


in 1972-73. The production of 
dry-core cables at Rupnarain- 
pur was 43.5 per cent more in 
1973-74 as compared to the 
previous year. There was an 
increase of 63.8 per cent in 
the production of coaxial 
cables and a rise of 20 per cent 
in the production of plastic 
cables and wires in 1973-74 as 
compared to the production 
in 1972-73. 

Total Profit 

Hindustan Cables Limited 
showed a total profit of 
Rs 1.92 crores before provid¬ 
ing for depreciation during 
the year 1973-74 as against 
Rs 0.66 crores in the pre¬ 
vious year. The net profit 
after providing for income- 
tax and development rebate re¬ 
serve was Rs0.56 crores in 1973- 
74 as against Rs 0.22 crores in 

1972- 73. This undertaking is 
developing various types of ca¬ 
bles, such as derivation cables, 
aluminium-sheathed 375 type 
coaxial cable, aluminium con¬ 
ductor local exchange cables, 
polythene aluminium laminate 
moisture barrier cables and 
self-supporting aerial cables. 

Hindustan insecticides 

During the year 1974-75 
Hindustan Insecticides Ltd. 
(HIL) surpassed previous per¬ 
formance in several areas of 
its activities and established 
new peaks by achieving a 
record production of Formu¬ 
lated DDT at 8247 tonnes 
against capacity of 8176 
tonnes. It also revealed a 
41 per cent increase in the 
sales turnover compared to 

1973- 74. During the year the 
sales turnover reached a new 
peak of Rs 879 lakhs sur¬ 
passing the record of Rs 623 
lakhs set up last year. The 
profit (before taxation) am¬ 
ounted to Rs 99.82 lakhs 
which is again an ail time 
record. Net profit was Rs 46.82 
lakhs. Besides, during the 


year, plans for diversification 
of company’s product range 
to bridge apart of the gap 
between country’s anticipated 
pesticides requirements and 
output were taken up. 

The general reserves of 
the company including what 
has been ploughed back for 
financing expansion/diversifi¬ 
cation plants working already 
stand at Rs 258.94 lakhs ag¬ 
ainst Rs 231 lakhs last year. 
The company has maintained 
the dividend rate at eight per 
cent on the paid up capital 
of Rs 1.25 crores i.e. Rs 10,04 
lakhs as paid to government 
last year. With this, the com¬ 
pany has paid to government 
a sum of Rs 104 lakhs by 
way of dividend since 1960-61, 
which represents the company's 
contribution to the national 
economy in addition to the 
taxes, duties etc. paid by the 
company. 

Decentralisation of 
Provident Fund 

The first sub-regional 
office as a part of the process 
to decentralise the adminis¬ 
tration of the Employees Fund 
Organisation was opened 
at Nagpur on October 19, 
1975. It will hefp about one 
lakh workers who were earlier 
covered by the Bombay re¬ 
gional office. The sub-regional 
officer being set up to stream¬ 
line the functioning of the 
fund organisation and to de¬ 
crease the pressure on the 
regional offices. It will help 
in eliminating delays in pro¬ 
cessing of claim applications. 

The government has also 
approved the opening of sub¬ 
regional offices at Surat and 
Meerut. A proposal for set¬ 
ting up of two more such 
offices in West Bengal is 
under active consideration. 
The main functions of this 
sub-regional office will be to 
maintain accounts of the Em¬ 
ployees Provident Fund and 


the Family Pension Fund. It 
will also issue annual state* 
meats of accounts to the mem¬ 
bers and settle claims of the 
outgoing members or their 
nominees. 

New Loan Floated 
by TNEB 

The Tamil Nadu Electricity 
Board is floated a loan of the 
nominal value of Rs 475 lakhs 
to provide additional resources 
required by the board for 
financing its capital outlay 
during 1975-76. 

The loan, subsciiptions were 
opened on October 20 and 
will close on October 25, and 
would have a currency of ten 
years. 

The issue price of the 6£ 
per cent Tamil Nadu Electri¬ 
city Board Loan, 1975, will be 
Rs 98.85 for every Rs 100. 

Names in the News 

Mr A.K. Dutt, Joint Secre¬ 
tary in the Department of 
Banking has been appointed 
the new Managing Director of 
the Food Corporation of India 
(FCJ). He will succeed Mr 
N. Narasinha Rau, who will 
shortly relinquish charge to 
take over his new assignment 
as the Health Secretary of 
Karnataka. Mr Dutt was 
earlier FCI zona : manager 
(East) and is Chief Commercial 
Manager at the headquarter. 

Mr Shantilal K Somaiya, 
industrialist and Director 
of Godavari Sugar Mills Ltd, 
was declared elected President 
of the Sugar Technologists, 
Association of India. Mr 
Somaiya is the past-president 
of the Indian Sugar Mills 
Association, The Deccan 
Sugar Technologists’ Associa¬ 
tion and of All India 
Distillers’ Association. He 
recently completed his term 
as the President of All India 
Manufacturers’ Organisation. 
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COMPANY 

AFFAIRS 


Sctndia Steam 

Scindia Si earn Navigation Co 
Ltd. has reported splendid 
working results during the 
year ended June 30, 1975. The 
total turnover, including other 
receipts, shot up to Rs 88.79 
crores from Rs 68.34crores in 
1973-74 while gross prolit 
jumped to Rs 22.10 crores 
from Rs 15.26 crores in the 
preceding year. The record 
earnings have prompted the 
directors to double the divi¬ 
dend to Rs 4.80 per share. Of 
the recommended dividend, 
a sum of Rs 2.40 per share will 
'be paid immediately and 
the balance will be paid in 
two equal instalments as 
deferred dividend. 

Out of the gross profit, the 
directors have appropriated a 
sum of Rs 7.37 crores to depre¬ 
ciation reserve as compared to 
Rs 6.41 crores while the allo¬ 
cation to development rebate 
reserve was reduced from Rs 
2.10 crores to Rs 2 crores. 
Taxation claimed Rs 6.05 
crores as against Rs 65 lakhs 
only in 1973-74. 

Statutory Reserve 

A sum of Rs 1.50 crores 
was transferred to general 
reserve as the statutory 
reserve as against no pro¬ 
vision prcvioulsy while a 
sum of Rs 1.60 crores was 
allotted for deferred taxation 
reserve in lieu of initial depre¬ 
ciation in respect of the vessel 
acquired during the year as 
compared to no allocation in 
the earlier year. Adding Rs 
22 lakhs being the amount 
brought forward from the 
previous year, the surplus 
available for disposal came to 
Rs 3.80 crores. The proposed 
dividend will absorb Rs 3.25 
crores leavingJRs 55 lakhs to 
be carried forward. 

The company owns a fleet 
of 46 vessels having 531,953 
GRT. It expects the delivery 


of albulk carrier of 45,000 
GRTjJin 1976. Moreover the 
company is having discussion 
with the Hindustan Shipyard 
[ for purchase of two mini bulk 
carriers. 

Bally Jute 

Although the directors of 
Bally Jute Company Limited 
have recommended declaration 
'of dividend on preference 
shares for the year ended 
March 31, 1974 and 1975 and 
on ordinary shares for the year 
ended March 31, 1975, for 
consideration of the share¬ 
holders at the annual general 
meeting called on September 
24, 1975, in view of the stand 
taken by the Department of 
Company Affairs, dividend 
calculable with reference to 
earlier year cannot be paid out 
of the profits of the subse¬ 
quent year under Section 4 
of the Companies (Temporary 
Restrictions on Dividends) 
Act 1974. As such, dividend 
on preference shares for the 
year ended March 31, 1974 
cannot be paid out of the pro¬ 
fits of the company for the year 
ended March 31, 1975, and 
unless arrears of preference 
dividend for 1973-74 is paid, 
f no dividend on preference and 
ordinary shares for 1974-75 
can be paid. Hence the share- 
? holders present at the annual 
general meeting of the com¬ 
pany held on September 24, 
1975 decided not to declaie 
any dividend. 

Premier Tyres 

Premier Tyres has reported 
striking improvements in its 
working results during the 
year ended June 30,1975, sales, 
profits and dividend all being 
significantly higher than in 
1973-74 which covered a period 
of 15 months. The equity 
dividend has been stepped 
up to 18 per cent from 11 
per cent paid in the preceding 
15 month period. Of the pro¬ 


posed dividend 12 per cent 
will be paid this year and the 
balance on two equal annual 
instalments on a deferred 
basis. The company has 
earned during the year a gross 
profit of Rs 3.28 crores on a 
turn over of Rs 37.67 crores 
as against Rs 3.15 crores on a 
turnover of Rs 24.17 crores in 
the preceding 15 month period. 
Out of the gross profit, the 
directors have appropriated a 
sum of Rs 38 lakhs to depre¬ 
ciation reserve as against Rs 
81.16 lakh in the preceding 
year while no provision has 
been made for development 
rebate reserve a against Rs 
7.28 lakhs provided previously. 
The transfer to general reserve 
was stepped up from Rs 2.2 
crores to Rs 2.9 crores. A 
sum of Rs 1.82 crores was 
earmarked for taxation and the 
tax liability will be met out of 
the general reserve. In 1973- 
74 taxation absorbed Rs 1.59 
crores. The recommended 
equity dividend will claim Rs 
32.40 lakhs, Rs 12.60 lakhs 
more than in 1973-74. 

Indian Aluminium 

fn the first six monihs of 
1975, fndaPs sales revenue, 
including excise duty, totalled 
Rs 346.2 Trillion as against 
Rs 275.3 million in the com* 
parabrs period of 1974. The 
Rs 70.9 million gain was 
primarily due to additional ex¬ 
cise duties and the aluminium 
price increases permitted by 
government to compensate 
for raw material price increase 
and additional power costs. 
Profit before tax and transfer 
to development rebate reserve, 
however, declined by 15 per 
cent to Rs 23.1 million, com¬ 
pared to the corresponding 
period of 1974. This was due 
partly to further underutilisa¬ 
tion of capacity and partly to 
the metal price increases not 
fully offsetting cost increases. 


Net profit of Rs 15.6 million 
was marginally higher than the 
Rs 15.2 million earned in the 
same period of last year, on 
account of lower provisions 
for development rebate reserve 
and taxes. 

Restricted Production 

Power shortages and inter¬ 
ruptions restricted the com¬ 
pany’s metal production in the 
half-year to 33,227 tonnes, i.e. 
about 62 per cent of effective 
capacity. Although total 
aluminium production in the 
country during this period at 
69,000 tonnes showed some 
improvement over the 62,050 
tonnes produced in the fiist 
half of 1974, it was consider¬ 
ably lower than the 76,844 
tonnes produced in the first 
half of 1973 and the 93,844 
tonnes in the first half of 1972. 
The second half of Indal’s new 
20,000 tonnes smelter at Bel¬ 
gium in Karnataka was com¬ 
pleted and commissioned, ex¬ 
cept for certain minor ancil- 
laries, but production from 
the new facilities continues to 
be negligible owing to power 
shortages. In view of the 
provisions of the Companies 
(Temporary Restrictions on 
Dividends) Act, 1974, the 
directors have not declared 
an interim dividend for 1975. 

Syndicate Bank 

Syndicate Bank completed 
50 years on October 20. 1975 
and it celebrated its Golden 
Jubilee at its head office in 
Manipal recently. The five 
decades of its existence have 
brought many innovations in 
the banking system. A strong 
rural bias right from its 
inception, the introduction of 
the first small saving scheme 
(Pigmy), employment of women 
and opening of all women's 
branches, agricultural finance 
and advances to the neglected 
sectors on a large scale have 
established the bank as a leader 
in the field. The bank through¬ 
out its existence has been 
contributing to the social 
changes t hrough its innovation 
with a wider social and econo¬ 
mic objective besides purely 
commercial consideration. 

In six years after nationalisa¬ 
tion the bank increased its 
deposits from Rs 127 crores to 
Rs 450 crores, (at present)— 
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isn t it time you were 

seen in one? 



How long have 
you been telling yourself, 
if not everyone else, 
that Gwalior Suiting is 
your sort of Suiting? 

Consider your reasons for 
holding back. 

Satisfaction with your 
present suitings? 

This feeling might well 
disappear once you wear 
Gwalior Suiting. The cost? 

Most unlikely. We should 
think Gwalior Suiting's 
outstanding value for money 
is legendary, and in its class, 
probably unique. Or do you 
feel somehow that the reality of 
Gwalior can never match the 
impressions you have cherished 
over the years? Rest assured. 

There is nothing like Gwalior Suiting. 

The combination of superb 
finish and excellent designing will live up to 
your highest expectations, and in all probability, 
comfortably exceed them. 

You know you can see yourself in Gwalior Suiting 
Isn't it time to stop reflecting? 


GH^LIOR'crj' 
SUITING feii 

Best vatu*; 1-r your money 



LOOK FOR THE GWALIOR SUITING MARK WOVEN ON THE SELVEDGES 
WHICH IS YOUR GUARANTEE OF GENUINE FABRICS 

THE GWALIOR RAYON SILK MFG. (WVG.) CO. LTD. BIRLANAGAR — GWALIOR 
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a & immm of 249 per cent, the 
advances from Rs 91 crores to 
Rs 330 chores an increase of 
26p per cent and branches 
from 306 to over 740. 

The bank has earned a place 
of pride among the banks in 
lending the largest percentage 
of its advances to priority 
sectors. It also has the dis* 
tinction of having the highest 
volume of advances made 
under the Differential Rate of 
Interest Scheme. For iis 
pioneering work the Bank won 
three national level awards— 
IMC Award (1974) for 
mobilisation of Small Savings, 
the FICCI Award (1975) 
for outstanding contribution 
in the field of agriculture and 
the Laghu Udyog Sahyogi 
Award of NAYE (1975) for 
outstanding contribution to¬ 
wards the promotion of Self- 
Employment in the country. 

Pjathama Bank 

Syndicate Bank is one of the 
first five banks to set up a 
Rural Bank under the recent 
“Regional Rural Banks Or¬ 
dinance 1975“. The Ruial 
Bank called the “Prathama 
Bank*’ sponsored by the Bank 
has been inaugurated by the 
union Finance minister on 
October 2, at Moradabad, 
Uttar Pradesh. This Bank has 
opened branches at Naowga- 
won Sadat and Rajabpur, two 
unbanked centres in the dis¬ 
trict. 

KSIOC 

Kerala State Industrial 
Development Corporation 
Limited (KS1DC) has made 
remarkable progress in its 
operations during the last two 
years. The operating results 
for the year 1974-75 show that 
there has been a spectacular 
increase in the profits of the 
corporation to Rs 30.55 lakhs 
fromRs 13.98 lakhs in 1973-74 
and Rs 0.06 lakhs in 1972-73. 

The financial assistance 
sanctioned by the Corporation 
to various industrial units 
during the year under review 
aggregated Rs 271.27 lakhs 
against Rs 188.14 lakhs in 
1973-74 and Rs 201.25 lakhs 
in 1972-73. The corporation’s 


gross income for the year in 
creased to Rs 73.23 lakhs 
from Rs 52.23 lakhs in the 
previous year. 

New Projects 

In addition to the improve¬ 
ment in the profits earned, 
there has been a notable 
increase in the number of new 
projects taken up for implemen¬ 
tation by KS1DC during the 
year 1974-75. Special attention 
has been paid to industrialisa¬ 
tion of backward district in 
the state. All the four projects 
taken up for construction 
during the year are located in 
districts notified as industrially 
backward. At present KSIDC 
is engaged in the uphill task of 
promoting within a reasonably 
short period of time a variety 
of projects throughout the 
state. 

The corporation has 
strengthened its machinery for 
the systematic and continuous 
analysis of the performance 
of all companies in which the 
KSIDC has an interest with a 
view to provide managerial 
guidance in time. Tight end- 
use supervision is exercised by 
the KSIDC to ensure that 
assistance sanctioned by it is 
properly utilised and that 
during the construction stage 
the project is progressing 
according to schedule. Thanks 
to the elective follow-up pro¬ 
cedures pursued by the 
corporation, there has been a 
substantial improvement in the 
performance of many of the 
assisted units. 

The four projects taken up 
for construction during the 
year 1974-75 are estimated to 
cost together Rs 377 lakhs out 
of which the corporation's 
assistance will total Rs 77.03 
lakhs. 

Jay Engineering Works 

Jay Engineering Works 
Limited has earned a profit of 
Rs 16 40 lakhs during the year 
ended March 31, 1975. The 
profit has been.arrried at after 
making adjustments for depre¬ 
ciation, development rebate 
reserve and tax liabilities. 
Keeping in view the uncertain 
business conditions, the vari¬ 
ous governmental guidelines, 
and statutes, the directors 


have recommended that divi¬ 
dend should be paid on pre¬ 
ference shares only. This wiU 
absorb Rs 5 lakhs. The bal¬ 
ance has been carried forward. 

Operations of the sewing 
machine unit at Calcutta were 
substantially better than in 
the previous year. This was 
on account of the company 
having been able to adjust sel- 
ing prices largely in keeping 
with cost escalations. The 
demand for sewing machines, 
however, continues to be affec¬ 
ted by depression in the con¬ 
sumer durables market. It will 
be necessary for the company 
to persevere with profit impro¬ 
vement measures in order to 
maintain the gains achieved in 
the year. 

Reduced Purchase 

Operations of the fan 
production units were seriously 
affected by reduced govern¬ 
ment purchase programmes, 
the generally depressed market 
conditions and increasing 
competition from the small 
scale manufacturers. Exports 
recorded a substantial impro¬ 
vement exceeding Rs 1.8 cro- 
res during the year as compa¬ 
red with Rs 65 lakhs in the 
earlier year. 

TISCO 

—In agreement with the 
Tata Workers* Union, Tata 
Steel has declared an annual 
bonus of Rs 2.78 crores 
under the bonus Act, as 
against Rs 2.16 crorcs paid 
last year. This amount repre¬ 
sents an increase of Rs 62 
lakhs or 28.7 per cent over the 
quantum of statutory bonus 
in the previous year. Wages 
and dearness allowance dur¬ 
ing 1974-75, which went apace 
with the improved perfoi- 
mance of the company, have 
resulted in a minimum increase 
in the bonus amount by Rs 
82 per worker. 

In his letter to employees 
on annual bonus, Mr P. 
Anant, General Manager 
(Operations) and Director, 
has stated that a scheme of 
annul performance bonus on 
the plant level was under the 
consideration of the National 
Joint Consultative Committee 
for the steel industry and 


whatever agreement was reach¬ 
ed in that regard would be im¬ 
plemented by Tata Steel. 

Century Enka 

Century Enka is making a 
rights issue of equity shares on 
a onc-for-four basis at a pre¬ 
mium of Rs 90 per share. 
These rights shares will be 
offered only to the Indian 
shareholders, excepting the 
promoters. Some 2500 shares 
will also be offered to the em¬ 
ployees of the company. 

Hindustan Organic 
Chemicals 

The Hindustan Organic 
Chemicals Limited, a govern¬ 
ment of India Enterprise at 
Rasayani in Maharashtra has 
paid to the government of 
India an amount of Rs 48.41 
lakhs as dividend for the year 
1974-75 at five per cent on the 
paid-up equity capital of Rs 
968.19 lakhs. The year 1974- 
75 was, on the whole, an year 
of achievement for the com¬ 
pany. This first phase of the 
project, comprising of 12 
groups of plants designed to 
manufacture 20 vital raw 
materials required by drugs, 
dyestuffs, rubber chemicals, 
plastics, pesticides and other 
organic chemical industries, 
was completed. Production 
registered a 36 per cent rise 
from 37.400 tonnes in 1973-74 
to 49,800 tonnes. Sales rose 
by 70 per cent over the pre¬ 
vious year from Rs 8.22 crores 
to Rs. 14.02 crorcs and the net 
profit totalled Rs 2.79 crores 
as against Rs 1.28 crores in 
1973-74. The company has 
wiped out the past accumu¬ 
lated losses totalling Rs 32.74 
lakhs. In addition to this, the 
company also repaid to the 
government a sum of Rs 95.00 
lakhs, thus reducing the out¬ 
standing loans from Rs 822.50 
lakhs to 727.50 lakhs. 

Higher Rated Capacity 

On the production front, 
sulphuric acid plant reached 
90 per cent of its rated capa¬ 
city followed by Acetanilide— 
84 per cent Aniline—73 per 
cent, Nit robe nzone—69 per 
cent and Meta Amino Phenol 
—65 per cent. The rated capa¬ 
city attained would have been 
higher but for shortfall in the 
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supply of concentrated nitric part of the plant and equipment 
acid. There was also shortage have been erected. The project 
of other critical raw materials has partially gone on stream 
such as acetic anhydride, and commercial production 
chlorine etc. Moreover, pro- has commenced. To raise 
duction of formaldehyde and part of the resources re- 
nitrotoluene has to be restrict- quircd for the implementation 
cd due to poor demand. of the project the company 

With a view to meeting the is offering 300,000 equity 
situation arising from the cur- shares of Rs 10 each and 9,995 
rent financial stringency and (11 per cent) redeemable cu- 
recession in the chemical mulative preference shares of 
industry, and also to improv- Rs 100 each for cash at par to 
ing the sales turnover, the the public for subscription, 
company has rationalised its The subscription list for this 
credit policy. The price of fully underwritten issue opens 
formaldehyde and nitroben- on October 27 and will close 
zene have also been reduced on November 7 or earlier but 
substantially. The company not before October 31. 
is also taking vigorous steps Southern Medico Industrial 
to boost its exports. Chemicals Ltd, proposes to 


for manufacturing rubber to issue capital under clause 
conveyor beltings with an (5) of the Capital Issues (Ex¬ 
annual capacity of 500 tonnes emption) Order, 1969, to the >' 
and rubber transmission belt- value of Rs 27.25 lakhs 
ing with a capacity of 175 in 1,52,500 equity shares of 
tonnes. Commercial produc- Rs 10 each and 12,000 pre- 
tion is expected to commence fercnce shares of Rs 100 each, 

by January 1976. Rubber- The proceeds of the issue are 

covered conveyor belts are used to be utilised for the company’s 
in coal mines, iron ore mines, proposed expansion pro¬ 
electricity power stations and gramme 
steel mills. According to an m/s Navjivan Roller Flo«r& 
estimate, the demand by 1979 p D |se Mills Limited, has been 
is estimated to rise to 14,500 accorded consent, valid for 
tonnes against estimated pro- three months, to capitalise Rs 
duction of about 12,000 one lakh out of its general 

tonnes. The company, there- reserve and issue fully paid 

fore, does not anticipate any shares of Rs 100 each as bonus 
difficulty in marketing its pro- shares in the ratio of one 
ducts. Conveyor belting has bonus share for every equity 
good export potential also. share held. 


News and Notes 

The subscription list in 
respect of the public issue of 
137,500 (11 per cent) cumula¬ 
tive redeemable preference 
shares of Rs 100 each by 
Colour Chem Ltd was closed 
on October 16 on being over¬ 
subscribed. 

Motor Industries Company 

(MICO) is seeking govern¬ 
ment's permission for declar¬ 
ing an interim dividend of six 
per cent for 1975. 

Total subscriptions to the 10- 
year six per cent IDBI bonds 
(fifth series) amounted to Rs 
27.50 crores against the noti¬ 
fied amount of Rs 25 crores. 
The IDBI is retaining the 
entire subscriptions. The 
bonds, which opened on Octo¬ 
ber 16, were closed within a 
few hours of its opening 

The output of Tata Commer¬ 
cial vehicles manufactured by 
the Tata Engineering and 
Locomotive Company during 
the period July-September 
1975 was 6,226 units as com¬ 
pared to 4,856 units produced 
during the corresponding 
period last year. 

New Issues 

Mohta Electrio Steel Ltd, 
is setting up a plant for the 
manufacture of box strappings 
and cold rolled (CR) steel 
strips with a licensed capacity 
of 3000 tonnes and 4500 
tonnes respectively. The 
company’s plant is set up at 
Bhiwani in Haryana, a 
declared backward area which 
entitles the company to several 
concesriims including a capital 
subsidy of Rs 10 lakhs. Major 


enter the capital market with 
an offer to the public of 120,000 
equity shares of Rs 10 each 
for cash at par, to finance its 
Rs 87-lakh project for the ma¬ 
nufacture of salicylic acid, as¬ 
pirin and acetic acid, at Rani- 
p»t in the north Arcot district 
of Tamil Nadu. This would be 
the second plant in India to 
manufactuie this drug. The 
plant has a full capacity of 350 
tonnes and the company hopes 
to achieve full production in 
the second year of its opera¬ 
tion when the turnover is likely 
to be of the order of Rs 2.25 
crores. The project is scheduled 
for commissioning by Sep¬ 
tember, 1976, and the com¬ 
pany hopes to pay dividend 
from the very first year. The 
total cost of the project is 
being met by term loans of Rs 
55.50 lakhs, central govern¬ 
ment subsidy of Rs 11.5 lakhs, 
besides share capital of Rs 20 
lakhs. The directors and their 
friends will talce up shares 
worth Rs 8 lakhs, leaving Rs 12 
lakhs for public subscription. 

Universal Conveyor Belting 
proposes to issue some time 
in December 254,985 equity 
shares of Rs 10 cash and 
7,500-11 per cent cumulative 
redeemable preference shares 
of Rs 100 each at par. Besides, 
18,015 quity shares of Rs 10 
each (Rs 7.50 paid-up) will be 
offered by the existing share¬ 
holders for cash at par. The 
offer of sale is being made in 
order to comply with the list¬ 
ing regulations of the stock 
exchange. 

The company is setting up a 
plant at Faridabad (Haryana) 


Capital and Bonus Issues 

Consent has been granted to 
the following companies to 
raise capital. The details are 
as follows: 

M/s Nagri Mills Company 
Limited, Ahmedabad, has been 
accorded consent, valid for 
three months, to capitalise 
Rs 11,02,500 out of its general 
reserve and issue 2,205 fully 
paid equity shares of Rs 500 
each as bonus shares in the 
ratio of one bonus share for 
every two equity shares held. 

M/s American Universal Elec¬ 
tric (India) Limited, Faridabad 
(Haryana), has communicated 
to government of its proposals 


M/s Coromandel Prodorite 
Pvt Ltd, Madras, has been 
accorded consent, valid for 
three months, to capitalise 
Rs seven lakhs out of its general 
reserve and issue fully paid 
equity shares of Rs 100 each 
as bonus shares in the ratio of 
one bonus share for every one 
equity share held. 

M/s M.R. Electronic 
Components Ltd, Madras, has 
been accorded consent, valid 
for three months, to capitalise 
Rs 5.60 lakhs out of its general 
reserve and issue fully paid 
equity shares of Rs 100 each 
as bonus shares in the ratio of 
two bonus shares for every five 
equity shares held. 


(Per cent) 


Name of the company 

Year ended 

Equity dividend dec¬ 
lared for 

Current Previous 
year year 

Higher Dividend 




Indian Organic Chemi- 




cals 

March 31, 1975 

12.0 

9.0 

Crompton Greaves 

June 30,1975 

15.0 

8.0 

Tata Chemicals 

June 30, 1975 

16.0* 

12.0 

Same Dividend 




Shree Vallabh Class 

March 31, 1975 

12.0 

12.0 

Cruickshank and Co 

Decem 3), 1974 

10.0 

10.0 

T. Maneklal Mfg. Co 

May 31,1975 

12.0* 

12.0 

Ashoka Cement 

March 31,1975 

Nil 

Nil 

Reduced Dividend 




Hooghly Flour Mills 

Decem 31,1974 

6.0 

10.0 

Rajprakash Spg. Mills 

May 31,1975 

Nil 

. <0 


♦On the enlarged capital. 
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Fiscal measures 
for faster 
growth 

At tiu: 10th all-India conference 
of Tax Executives organised 
j in the capital by the Fcdration 
of Indian Chambers of Com¬ 
mence and Industry vFICCI) 
on October 17-18, 1975, a back¬ 
ground paper was circuatcd 
which listed the main subjects 
for discussion. One of the 
sessions was devoted entirely 
to "fiscal measures for faster 
economic development". The 
MCC1 prepared a compre¬ 
hensive note on this subject 
bringing out the need for fur¬ 
ther enhancement of savings in 
! the community and also for 
lowering the direct tax rales. 

The background paper on 
this subject is given below in 
full: 

India is committed to a rapid 
economic development. Re¬ 
moval of poverty and attain¬ 
ment of economic sclf-ichance 
are the two main goals that the 
country has set for itself. 
However, excepting the lirst 
Plan, performance has sub¬ 
stantially fallen short of the 
targets. (See table alongside) 

Poor Performance 

To some extent, our poor 
performance was due to the 
fact that in the last decade in 
particular the country had to 
face recurrent droughts. The 
conflicts with Pakistan and 
China also led to some diver¬ 
sion of resources to defence. 


Even so it can not be denied 
that economic performance 
would have improved with 
better policy. 

Coordinated Efforts 

The attainment of a high 
growth-rate would, however, 
require coordinated efforts on 
the part of government, parti¬ 
cularly in the fiscal area. The 
rate of investment in the 
industrial sector has to be 
jacked up. A more subs¬ 
tantive encouragement to 
savings in the corporate and 
house-hold sectors, may have 
to be thought of. The tax 
structure for example, needs 
reconstruction so that coip.ora¬ 
tions and individuals are left 
with sufficient savings for 
investment. Equally impor¬ 
tant is the use to which re¬ 
sources are put. The direct ion 
of investment must be such 
as to maximise output and 
employment and promote 
balanced growth. 

Corporate Ta\ Level: The 
growth of the corporate sector 
depends largely on the genera¬ 
tion of resources internally. 
These are governed principally 
by the level of profit and 
the rate of taxation. Higher 
the lax burden, lesser would be 
savings left for ploughing back. 
Shareholders loo will receive 
less dividends Ih king 

equity unattractive. 

Corporate tax rates, have, 
however, been going up year 
after yeai. The effective maxi¬ 
mum corporate rate including 
surcharge in the case of public 
as well as private companies 
was 43.4 per cent in 1951-52. 
This has gradually been raised 
and is, at present, 57.75 pci 
cent for widely-held public 
companies and 68.25 per cent 
for closely-held companies; 


the tax rate in the case of 
foreign companies comes to 
73.5 per cent. In addition, the 
companies have also to pay 
surtax <a' 25 per cent on their 
chargeable profit between 10-15 
per cent of the capital and at 
40 per cent on the profits ex¬ 
ceeding 15 per cent of capital. 
Both taken together, the tax 
incidence on companies, parti¬ 
cularly private companies, goes 
upto 75 per cent. The inci¬ 
dence is reflected in the increas¬ 
ing revenue from corporate 
taxation. It was Rs 111 crores 
in 1960-61 and Rs 220.06 
crores in 1961-62. It rose to 
Rs 442 crores in 1971-72 and 
is estimated at Rs 770 ciores 
for the current year, 1975-76. 
In about a period of 15 years the 
tax yields from corporations 
have gone up b> 700 per cent. 

Declining Profits 

Due to the increasing lax 
burden on companies retained 
profits as percentage of profits 
before tax have been declining. 
These were 27.5 per cent in 

1970- 71, 23.5 per cent in 

1971- 72 and 20.8 per cent in 

1972- 73. On the other hand, 
tax piovision as pcicentage of 
profits before tax was 43.1 
per cent in 1970-71.47 per cent 
in 1971-72 and 48.6 per cent 
in 1972-73. Dividend allocation 
in these years has almost 
remained static, being 29.4 
per cent. 29, 5 pei ccn and 30.6 
percent respectively. 

Plough-back of profits con¬ 
stitutes an important factor in 
the formation of capital. It 
is the base of the capital 
structure. The increasing tax 
burden on companies has 
stifled the economic develop¬ 
ment which would have been 
much fastc: otherwise. 

Keeping in view the need for 
rapid industrial growth, both 


Prof Nicholas Kaldor and Mr 
S. Boothalingam recommended 
a uniform tax rate of 45 per 
cent for companies. The 
Wanchoo Committee also 
suggested reduction in the 
incidence of tax on corporate 
income. In the case of small 
companies with paid-up capital 
not exceeding Rs 5 lakhs, the 
Wanchoo Committee recom¬ 
mended that distributed profits 
upto eight per cent of the 
paid-up capital or Rs 25,000 
whichever is less, be totally 
exempt from tax by allowing 
the same io be deducted in 
computing the total income. 

New Proposals 

In the case of companies with 
paid-up capital exceeding Rs 5 
lakhs, distributed profits up 
to eight per cent of the paid-up 
capital should be taxed at 30 
per cent. Tor all other domestic 
companies, whether public or 
private, widely held or closely 
held, the industrial or non- 
industrial. the committee reco¬ 
mmended a uniform rate of 
income-tax of 55 per cent. The 
National Council of Applied 
Economic Research, in a study, 
on ‘Capital Market in a 
Planned Economy' concluded: 

“The most obvious measure 
could be the reduction of the 
overall burden of corporate 
taxes. The basic tax of 55 
percent on companies should 
be reduced in order to enable 
them to retain larger profit 
and thereby improve their 
prospect of growth.... A 
reduction in these taxes on 
companies may not reduce 
the total revenue to the 
government: lowering of the 
tax burden on industrialisa¬ 
tion and the base for taxation 
will also be widened which 
can be expected to compen¬ 
sate any loss of revenue due 


Targets and Achievements of Five-Vear Plans 

Plan Annual growth rate in national 

income (*’„) 



target 

Achievement 

1st Five-Year Plan 

2.1 

3.4 

2nd Five-Year Plan 

4.6 

4 

3rd Five-Year Plan 

5.5 

2.6 

4lh Five-Year Plan 

5.6 

2.8 

5th Five-Year Plan 

5.5 

NA 
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to the lowering of the tax 
rates.” 

A look at the corporate 

taxation rates in other 

countries also reveals that our 
corporate sector has to bear a 
much heavier tax burden. In 
Argentina, Bolivia, Brazil, 

Hong Kong, Japan, Indonesia 
(distributed profits), Korea, 
Norway, Purcto Rico, Spain 
and Germany (distributed pro¬ 
fits), corporate tax rates are 
as low as 30 per cent or even 
less. In Canada, Chile, 

Colombia, Denmark, Greece, 
Ireland, Israel, Italy, Japan 
(undistributed profits) Malay¬ 
sia, Singapore and Philippines, 
the tax rates range between 
30 per cent and 40 per cent. 
The rates in Australia, Finland, 
France, Kenya, Netherlands, 
New Zealand and United States 
are between 40 per cent and 
50 per cent. It is only in very 
few countries that the tax rales 
cross the 50 per cent mark. 

As regards surtax on com¬ 
panies, Mr S. Boothalingam 
had observed: 

“The surtax in cfleet intro¬ 
duces the basic principle 
which, while eminently app¬ 
ropriate in the case of indivi¬ 
duals as reflecting both capa¬ 
city to pay and social justice, 
is completely inappropriate 
in the case of impersonal 
organisations. The base of 
surtax corresponds pretty 
closely to capital effectively 
employed. A higher dis¬ 
criminatory rate of taxation, 
therefore, penalises the more 
effective use of capital.” 

Deduction of Sur-tax 

The Wanchoo Committee 
had also endorsed this view 
and recommended for the 
deduction of surtax on com¬ 
panies. 

These observations are 
directly relevant to saving for¬ 
mation, investment and growth. 
Experience has also shown that 
corporate sector’s marginal 
savings rate is much higher 
than that of government. As 
such money left in the hands of 
the companies has a better 
chance of being invested than 


money in the hands of govern¬ 
ment. 

It is for consideration: 

(a) Whether the corporate tax 
level should not be brought 
down to a reasonable level, 
say 50 percent? 

(b) Whether Companies (Pro¬ 
fits) Surtax which penalises 
the efficiency should not be 
done away with or in any 
case, its impact reduced? 

(c) Whether retained earnings 
of the corporate sector from 
taxation which are utilised 
for further investment 
should not be altogether 
exempt or taxed conccs- 
sionally? 

Need for Incentives 

Reconstruction and Stabilisa¬ 
tion Reserve Fund: The need for 
strengthening corporate 

finances is well realised. The 
fiscal measures can be success¬ 
fully used for providing the 
incentives that would help 
building up the corporate sec¬ 
tor. Companies can be 
encouraged to put apart a 
portion of their profits in 
prosperous years by providing 
tax relief on savings. This 
may, on the one hand, check 
inflationary tendencies, and, on 
the other, act as an economic 
stabiliser. Such a system is 
already prevalent in Sweden. 
According to their experience, 
investment reserve provisions 
have proved to be of significant 
benefit in stimulating private 
investment and maintain 
Swedish employment at times 
when it was declining else¬ 
where. 

The purposes for which 
investment reserves may be 
used there include not only 
economic stabilisation and the 
maintenance of full employ¬ 
ment but such related objec¬ 
tives of government policy as 
regional development and the 
maintenance of export capabi¬ 
lities. Swedish corporations 
reporting income from business 
are permitted to set aside, at 
their own discretion, upto 40 
per cent of their pre-tax profits 
as a reserve for future invest¬ 
ment. Amounts so allocated 
to an investment reserve are 
deductible from taxable income 


for purposes of both national 
and local income taxes. 

The Direct Taxes Enquiry 
Committee (Wanchoo Commi¬ 
ttee) also recommended the 
establishment of a reconstruc¬ 
tion and stabilisation reserve 
fund to which all companies 
may contribute upto a maxi¬ 
mum of 10 per cent of their 
gross total income and which 
will be allowable deduction in 
determining the total income 
of the companies for tax pur¬ 
poses. It is for consideration 
whether an investment scheme 
on the above lines should not 
be introduced in Indian In¬ 
come-tax Act. 

Inter-Corporate Dividends : 
One of the effective means for 
diversification and expansion 
of corporate activity is inter¬ 
corporate investment. But the 
existing provisions for levy of 
income-tax result in multiple 
taxation of the same income. 
In the case of subsidiary and 
parent companies, the tax is 
first levied on the income 
of subsidiary company; the 
income received by the parent 
company by way of dividend 
than suffers tax, though, at 
concessional rate. When the 
parent company distributes 
dividends, the same are taxed 
in the hands of individual 
shareholders. Although conces¬ 
sional tax treatment of inter¬ 
corporate dividends provides 
some relief it does not encou¬ 
rage inter-corporate invest¬ 
ments. 

Cascade of Taxation 

The International Chamber 
of Commerce in one of 
its studies stated, “there is 
no economic justification for a 
cascade of taxation as profits 
flow through corporate entitles 
from their source to the even¬ 
tual individual beneficiaries”. 
Countries such as Australia, 
Canada, Ceylon, Finland and 
Malaysia do not levy any tax 
on inter-corporate dividends. 

It is for consideration whe¬ 
ther inter-corporatc dividends 
should be not altogether 
be exempt from tax? 

Tax Incentives', Fiscal incen¬ 


tives play a major role in 
achieving specific objectives, 
namely, pattern of industria¬ 
lisation, development of back¬ 
ward areas, increasing employ¬ 
ment opportunities etc. Indian 
tax structure does provide some 
incentives, but the question is 
whether these are adequate to 
achieve the desired results. 


Initial Depredation 

Development Rebate / Initial 
Depreciation : Initial deprecia¬ 
tion has been introduced as a 
substitute for development 
rebate to provide for 20 per 
cent of the actual cost of the 
machinery, plant, etc. in the 
year of installation or manu¬ 
facture or production of any 
one or more of the articles or 
things specified in the Ninth 
Schedule to accelerate industrial 
growth, initial depreciation 
merely accelerates depreciation 
in the first year and is taken 
into account for determining 
the total depreciation available 
over a period of years which 
cannot exceed the actual cost 
of plant and machinery. In 
other words, initial deprecia¬ 
tion only postpones the tax 
liability. On the contrary, 
development rebate, provided 
additional tax relief over and 
above depreciation has also 
been restricted to selected 
industries mentioned in the 
Ninth Schedule. 

The present trend in many 
countries, including UK is 
to let the tax-payers choose 
the amount of" deprecia¬ 
tion and the year in which 
to claim the’ same. Even 
100 per cent of the cost can 
be claimed by way of deprecia¬ 
tion in the very first year of 
installation of plant and machi¬ 
nery. Today what we need 
is adequate provision for 
replacement and modernisation 
of plant and machinery and ex¬ 
pansion of industrial activity. 
In the absence of such a pro¬ 
vision the industry may face 
the problem of obsolescence. 
Mr Boothalingam, while 
suggesting the abolition of 
development rebate simultane¬ 
ously recommended the grant 
of 120 per cent of the cost of 
the asset by way of deprecia- 
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tion, to compensate for the 
rise in the cost of replacement. 

It is* therefore, consideration: 

(a) Whether the initial depre¬ 
ciation is an adequate 
substitute for development 
rebate. If not, should the 
development rebate be 
reviewed or relief be 
provided to industry in 
some other form so that: 

— Industry has adequate 
funds for replacement 
of capital assets and 
for modernisation and 
expansion; 

— Industry is able to pro¬ 
vide larger job oppor¬ 
tunities by creating 
additional employment. 

Tax Holiday 

Tax Holiday for New Indus¬ 
trial Undertakings: A deduc¬ 
tion equal to l-\ per cent per 
iinrlbm on the capital employed 
is allowed from profits derived 
from a new industrial under¬ 
taking, business of a new hotel 
and from plying of ships for a 
period of five years. The 
concession has recent I v been 
curtailed by excluding deben¬ 
tures and king term borrowings 
from the capital employed in 
the undertaking, which is the 
base for granting the relief. 

The exemption of dividends 
distributed out of the profits 
of the newly established in¬ 
dustrial undertakings in the 
hands of shareholders (under 
Section 80K of the Income- fax 
Act) has also been withdrawn 
by the Finance Act, 1975. The 
withdrawal is consequent to 
the increase in the exemption 
from six percent to per cent 
to the industrial undertaking 
and to overcome the difficulties 
in the administration of the 
provision. The exemption of 
dividend income in the hands 
of shareholder worked as a 
direct incentive and helped in 
raising resources from the 
public for investment in indus¬ 
trial companies. It may be 
examined: 

(a) Whether tax holiday bene¬ 
fits should not be made 
more meaningful by raising 


the rate of deduction from i 
7J per cent to 10 per cent 
under Section 80J of the 
Act. 

(b) Whether the deduction 
under Section 80K should 
not be restored to the 
shareholders? 

Tax Credit Certificates The 
Finance Act, 1965 introduced 
five Schemes for the grant of 
tax credit certificates to en¬ 
courage : 

(a) Exports; 

(b) Investment in equity share 
of new industrial com¬ 
panies; 

(c) increase production of spe¬ 
cified goods; 

(d) Increased profits of indus¬ 
trial companies; and 

(c) Shiftingofindustrial under¬ 
takings by public compa¬ 
nies from urban areas. 

Except the scheme for shift¬ 
ing of industrial undertaking 
other schemes stand with- j 
drawn. These schemes, while 
they were operative; plavcd an 
important role in increasing the 
exports, investment in equity 
shares and production of speci¬ 
fied goods. It is for considera¬ 
tion. whether all these schemes i 
should not be reviewed. 

Policy Review 

Tax Incentives for Export 
Markets Development : At a ; 
time when India's balance of j 
payments position is not 
favourable it is imperative that 
our fiscal measures should be ■ 
designed to increase exports, j 
At present, there is hardly any j 
tax incentive to encourage 
exports except that a weighted : 
deduction of a sum equal to j 
one and one-half limes the 
amount of any expenditure ‘ 
incurred on advertisement or , 
publicity, etc. outside India for ! 
the development of export 
markets is permisible to a | 
domestic company or to any j 
other person resident of India. 

Prior to devaluation in 1966, 
exporters and manufacturers 
of the exported articles were 
entitled to tax rebates. An 
•asscssee, being a domestic com- 


Save 
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pany or the assessee other than 
a company where the total 
income included any profits 
and gains derivd from the 
export of any goods or mer¬ 
chandise out of India was 
entitled to a deduction from 
the amount of income-tax with 
which he was chargeable, of an 
amount equal to the income-tax 
calculated at one-tenth of the 
average rate of income-tax on 
the amount of such profits and 
gains included in his total 
income. 

Where the assessee was 
engaged in the manufacture 
of any articles in an industry 
specified in the First Schedule 
to the Industries (Development 
and Regulation) Act, 1951, 
and had, during the previous, 
year, exported such articles 
oat of India, he was entitled, 
in addition to the deduc¬ 
tion of income-tax referred to 
above, to a further deduction, 
from the amount of income-tax 
with which he was chargeable 
fqr the assessment year, of an 
amount equal to the income- 
tax calculated at the average 
rate of income-tax on an 
amount equal to two per cent 
of the sale proceeds receivable 
by him in respect of such 
export. 

Indirect Exports 

And where he was en¬ 
gaged in the manufacture of 
any aricles in an industry 
specified in the First Schedule 
and had, during the previous 
year, sold such articles to any 
other person in India who 
himself had exported them out 
of India, and evidence was 
produced before the Income- 
tax Officer of such articles 
having been so exported, the 
assessee was entitled to a 
deduction, from the amount of 
income-tax with which he was 
chargeable for the assessment 
year, of an amount equal to 
the income-tax calculated at 
the average rate of income-tax 
on a sum equal to two per cent 
of the sale proceeds receivable 
by him in respect of such arti¬ 
cles from the exporter. 

It may be considered whether 
the tax reban as existed prior 
to 1966 referred to above should 
not be reviewed or any other 


suitable tax incentive scheme 
for increasing exports should 
not be introduced 

Industrialisation of Back¬ 
ward Areas: Economic develop¬ 
ment has not been without 
imbalances. Areas already 
developed have tended to 
develop further and faster 
while backward areas have 
tended to remain backward 
therefore special efforts have 
to be made for their develop¬ 
ment. Government is already 
aware of the need for fostering 
industrial growth in less 
developed areas. Our plans 
have focussed attention on 
removing regional imbalances 
in the economy. The central 
government offers a subsidy 
upto 15 per cent of the fixed 
capital investment with a maxi¬ 
mum of Rs 15 lakhs. 

Concessional Finance 

Financial institutions provide 
concessional finance to serve 
as an incentive to industrialists 
and entrepreneurs for locating 
industries in under-developed 
areas. Some state govern¬ 
ments also provide infra-struc- 
tural facilities in the form 
of developed land, transport, 
power, water. industrial 
housing, etc. at nominal charges 
with the object of developing 
backward areas. In Income- 
tax Law, a deduction equal to 
20 per cent of the profit or 
gains derived by a new 
industrial undertaking or the 
business of a hotel set-up in 
specified backward areas is 
allowable in computing its 
taxable income for a period of 
10 years from the time the 
industrial undertaking begins 
to manufacture* or produce 
articles or the business of the 
hotel starts functioning. 
Certain concessions also exist 
for encouraging shifting of 
industrial undertakings from 
urban areas which are 
ordinarily well-developed to 
rural or under-developed areas. 

The Direct Taxes Enquiry 
Committee (Wanchoo Commi¬ 
ttee) had realised the role that 
the taxation law can play in 
achieving a balanced develop¬ 
ment and recommended that 
concession in the form of 
accelerated depreciation equal 


to one and a half times the 
amount of depreciation which 
would, otherwise, have been 
allowable should be given to 
tax-payers who establish new 
industrial units in noti¬ 
fied areas in respect of 
their fixed assets. Thoughts 
require to be given as to: 

(a) Whether accelerated depre¬ 
ciation as recommended 
by Wanchoo Committee 
referred to above, should 
not be available to tax¬ 
payers who establish new 
industrial units in backward 
areas in respect of their 
fixed assets; 

(b) Whether a weighted deduc¬ 
tion equal to one and a 
half times the expenditure 
pertaining to housing and 
educational provisions and 
other basic amenities to 
industrial workers and offi¬ 
cers should not be permissi¬ 
ble as the same are 
necessary for attracting the 
technical personnel from 
developed areas to non- 
developed areas. 

Rise in Collection 

Personal Taxation : In 

pursuance of the recommenda¬ 
tions of the Direct Taxes 
Enquiry Committee (Wanchoo 
Committee) . the maximum 
marginal rale of income-tax 
was brought down from 97.75 
per cent (including of sur¬ 
charge) over Rs 2 lakhs to 77 
per cent over Rs 70,000. 
although the Wanchoo Commi¬ 
ttee had recommended that it 
be brought down to 75 per 
cent and simultaneously stres¬ 
sed that to create an impact 
some reduction in tax rates be 
also given at the middle and 
lower levels. It is worth 
noting that in spite of this 
reduction in the maximum 
income-tax rate collection of 
income-tax (including corporate 
tax) rose by a record 17.6 per 
cent. 

The buoyancy in tax re¬ 
turns perhaps is a positive 
proof that the Wanchoo the¬ 
sis of lower rates leading to 
greater honesty among tax¬ 
payers, has a sound basis. The 
Central Board of Direct Taxes 
does not want to come to any 


firm conclusions about the 
Wanchoo thesis on the basis of 
just one year’s figures. It feels 
that the pattern of collection 
should be studied for three or 
four years more before a defi¬ 
nite verdict can be given. 
According to it, it is the im¬ 
proved tax administration and 
black money raids that have 
yielded better results than the 
reduction in the tax rates. 

Action Plan 

Admittedly, for the first time 
last year, the Central Board 
of Direct Taxes, dr*w up an 
action plan and continuously 
monitored its progress to ensure 
greater implementation. Pro¬ 
gressive and steeply rising tax 
rates on personal incomes al¬ 
ways hamper the incentives to 
work and save and normally 
result in tax evasion. It is. 
perhaps because of this reason 
that in other countries personal 
income-tax rates are generally 
below 50 per cent level. The 
tax rates in Argentina, Den¬ 
mark, Hong Kong, Iran, Italy* 
Malaysia and New Zealand, 
arc 50 per cent or even less. 
The lax rates in France, W. 
Germany. Luxembourg, and 
Singapore, range between 50 
and 60 per cent. 

In the context of the above, 
it needs to be viewed: 

(a) Whether the tax rates 
should not be further 
reduced: 

(b) Whether financial savings 
which are utilised for pro¬ 
ductive purposes should 
not altogether be exempt 
from personal taxation? In 
any case should not the 
scope of Section 80C of 
the Income-tax Act which 
provides partial tax relief 
in respect of savings 
made by the tax-payer be 
usefully extended to invest¬ 
ments made out of current 
income in shares of indust¬ 
rial companies, govern¬ 
ment securities, deposits 
in nationalised banks, etc* 
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Prtce Rupees Two Moving finger 


Moving Fingor 
Loading Articles 

Not for Frlond'o Baku 
Indo-US Accord 
For the Buoy Season 
IDBI: Expending Operetione 
Engineering Exports 
Changing Face of Rajasthan 

Point of View 


w An interesting PTL report on the judgment delivered by the Madras High Court, 
dismissing the habeas corpus petition of a lorry-owner detained under the Main- 

770 tenancc of Internal Security Act for alleged illegal transport of rice, has been publish- 

771 ed in newspapers. A Division Bench of this High Court has held that measures enacted 
77S , hastily to meet a pressing national emergency, in which the state’s very existence is 

773 at stake, should be construed more liberally in favour of the state than normal peace- 

774 time legislation. This judgment has pronounced that, in an emergency, individual 

775 liberty must be balanced with social interest; since an emergency demands drastic 
and immediate measures to meet imminent peril, ordinary dimensions of rights cannot 
be ensured by the state without detriment to public interest. 


Thoughts on the Sugar Industry 

— D.P. Anond 777 

Window on the World 

Pros and Com of Nogatlvo Income 

Tax —Jossleyn Hennessy 781 

Tale of Bankrupt Cltiee 

—E.B. Brook 783 

International Grain Raserves : US 
Proposal 784 


Trade Winds 

Aluminium Distribution; Syndi¬ 
cate Bank's Golden Jubilee; 
Deposits with Non-flnancial 
Firms; Agreemant on Double 
Taxation; Seminar on New 
Economic Order; Indo-Sudan 
Trade; Indo-Soviet Trade Talks; 

AIMO on Bonus Amendment; 

New Ship from England; Bhel 
Foundry Forge; Bharat Earth 
Movers; Hindustan Cables; 
Hindustan Insecticides; De¬ 
centralisation of Provident Fund; 

New Loan Floated by TNEB; 

Names in the News. 786-788 

Company Affairs 

Scindia Steam; Bally Jute; Pre¬ 
mier Tyres; Indian Aluminium; 
Syndicate Bank; KSIDC; Jay 
Engineering Works; TISCO; 
Century Enka; Hindustan Orga¬ 
nic Chemicals; News and Notes; 

New Issues; Capital and Bonus 
Issues; Dividends. 789-792 

Records and Statistics 
Fiscal Measures for Fatter Growth 


Earlier, the Hon’blc Mr Justice S. Rangarajan and the Hon’ble Mr Justice R.N. 
Agarwal of the Delhi High Court had also delivered an important judgment which 
allowed a habeas corpus application under Article 226 of the Constitution of India in 
the matter of Maintenance of Internal Security Act, 1971 and its amendments. Per¬ 
haps this judgment also deserves equal publicity. This petition was for the quashing 
of the order of detention passed against a local journalist by the Additional District 
Magistrate, Delhi. According to the court’s vet diet in this case, if an order is challeng¬ 
ed on the ground that it is not one under the relevant statute, the MISA in this case, and 
sufficient circumstances are placed before the'eourt in support of such a review, it will 
be for the state to make a “good” return setting at rest “substantial and disquieting 
doubts” concerning either the validity or the bona fides of the order of detention. 

The learned judges also took the view that the administrative process would have its 
sway during an emergency but,only subject to the limits set by the law. They emphasi¬ 
zed that there had been no suspension of the writ of habeas corpus in our country and 
therefore if freedom from arbitrary or illegal aircst and prevention of exploitation of 
it for personal ends were to be made possible, it could be only by resort to the judicial 
power to keep administrative discretion in this respect “structured, confined and 
checked”. The judgment stated further that the judges concerned had endeavoured to 
indicate the availability of judicial review and also to indicate, at least broadly, at the 
same time, the limits subject to which it would be available; “what we have been at 
pains to explain is that the Rule of Law will not permit arbitrary executive action.” 

TMTr Dharam Bir Sinha, deputy minister for Information and Broadcasting, must be 
a happy man now. It has been a matter of much distress to him that the press 
gives more space to international news than to national affairs or developments. As 
if to assure him that they have resolved to be good boys, our national newspapers have 
given equal prominence to Mr Rajni Patel marrying again and the Burton remarriage. 
Elizabeth Taylor may be more newsworthy, but the president of the Bombay Pradesh 
Congress Committee must be deemed to be worthier nationally. 

ITIhe Police Commissioner, Madras city, is reported to be considering the banning of 
the manufacture, sale or flying of kites in that state capital. Could this be a DMK 
move against ’^merger” reports or predictions which are being bandied about in Con¬ 
gress (I) circles? 
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Not for friends' sake 


The Finance minister’s inaugural address 
to the tenth all-India annual conference 
of tax executives held in New Delhi under 
the auspices of (he Federation of Indian 
Chambers of Commerce and Industry 
certainly had merits. For instance, in 
spite of the somewhat austere political 
situation prevailing in the country, the 
powers-thal-be are willing, evidently, to 
encourage or promote a dialogue between 
themselves and the business communit). 
This is not surprising perhaps, considering 
that businessmen on the whole have proved 
sufficiently malleable and adaptive where 
the major political premises of the ruling 
party are concerned One good turn 
deserves another and nothing is more 
calculated to strengthen or stimulate co¬ 
operation than an attitude of “I scratch 
your back and you scratch mine'*. 

Far be it from us however to cavil at 
this rare atmosphere of mutual admiration 
or goodwill. On the contrary, for the 
people's sake, let us hope that this atmos¬ 
phere or mood currently determining the 
relations between the government and the 
business community would result in real 
benefit to the nation and i»s cause of econo¬ 
mic growth. Here it is necessary to point 
out that there is a danger of bargains being 
made or deals being struck which may not 
be in the larger interests of the community 
but could onlv help the political purposes 
of the government or sectional business 
interests. 

For instance, while it is sound to argue 
that the system ofeorporate taxation should 
take into account the particular diffi¬ 
culties or problems of industries or indus¬ 
trial units which aic overcapitalized due to 
escalations in the cost of plant and equip¬ 
ment, it docs noi follow that excise duties 
or the mechanism of price fixing should be 
so manipulated as to give undue protection 
to high-cosi producers at the expense of 
their more efficient competitors or the 
community at large. The issue here is 
not a simple one, and if the problem is to 
be treated properly in fiscal terms, the 
attempt has to be scientific rather than 


ad hoc. The Finance minister in fact had 
indicated in his speech presenting the 
budget for the current financial year that 
an expert enquiry at the official level was 
being carried out and that the government 
hoped to propose fiscal correctives or 
remedies on the basis of its results. It 
would be logical to expect that this under¬ 
taking would be carried out in the next 
central budget. 

The Finance minister has said that 
“stable taxation rates are as important as 
the stability of other parameters involved 
in industry." This observation is like a 
whiff of fresh air and indeed we suspect 
that this bit of ministerial wisdom is new 
enough to have dawned on Mr. C. Sub- 
ramaniam during the last 100 days. Fot, 
it is a matter of record that the government 
has hitherto had not much use for stability 
of tax structure or rates. On the contrary, 
particularly where central excise duties 
are concerned, successive central budgels, 
including interim or supplementary bud- 
gels. had been acting wantonly in pushing 
up central excise taxation. 

While we may therefore agree with Mr 
Subramaniam that reflation may not be a 
remedy for imbalances in particular mar- 
keis, we would also emphasize that com¬ 
modity taxation, particularly central excise 
taxation, whether in its entirety or in its 
particulars, is certainly acting as a defla¬ 
tionary force in a large number of indivi¬ 
dual markets and is thereby having the 
force of a deflationary factor of wide 
dimensions. This incidentally makes 
nonsense of special pleadings by trade 
interests or involved ministers for the 
reduction of excise duties on individual 
items such as TV sets. What is clearly 
needed is a review of the- regressive effect 
of the numerous excise duties at the pre¬ 
vailing high rales on production and 
employment in a great many industries 
including some of the basic as well as 
mass consumpt ion goods industries. Here 
again the Finance minister has held out 
hopes of flexibility in government’s 
thinking as it attempts to deal with the 


demands of budget-making for the next 
financial year. 

Meanwhile it is not at all bad that 
manufacturers, for a change, should be 
chasing consumers in many markets. 
There is indeed a good deal that is heart¬ 
warming in the spectacle of textile mills, 
for instance, knocking one another down 
in their scramble for festival custom. We 
may add, however, that, to the extent that 
there is genuine distress in the cotton tex¬ 
tile industry, some relief could be given to 
it by moderating mills’ obligations in 
respect of levy cloth. This incidentally 
should assist the decentralized sector in 
liquidating stocks. 

For the rest, there is everything to 
be said for buyers' markets being en¬ 
couraged to persist in as many indus¬ 
tries as possible until a balance is struck 
at a higher level of offtake following 
release of rural purchasing power as the 
large kharif harvests reach the mandis 
or the government’s godowns. In other 
words, the time between now and the next 
central budget is best employed by 
government in working out changes or 
innovations in fiscal policy which, while 
correcting past aberrations or perversions, 
may also increase the scope for the tax 
system functioning as a reasonably 
positive factor in stimulating business 
recovery and economic growth in a way 
that promotes the larger interests of 
the community rather than merely make 
things easy for the government's fair- 
weather friends in industry or commerce. 
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Indo-US accord 


This hioii-llviiL talks between our External 
Affairs minister, Mr. Y.B. Chavan, and the 
US President, Mr Gerald Ford, assisted 
by the US Secretary of State, Dr. Henry 
Kissinger, at Washington recently had 
paved the way for increased trade and 
cooperation in the fields of industry, 
science and technology, education and cul¬ 
ture between the two countries. The fact 
that Mr Chavan had found a ** mutual 
desire” for good relations and a deliberate 
attempt to ignore the irritants between 
our country and the IJSA was indeed a 
happy augury. A trend towards normali¬ 
sation of dealings had in fact been initiated 
by Mr Chavan at the seventh special session 
of the United Nations and by Mr C. 
Subramaniam at the World Bank- 
IMF annual meetings. Lmboldcncd by the 
responses he got at these meetings, Mr 
Subramaniam had confidently asserted on 
his return from the USA that the resump¬ 
tion of US economic assistance and food 
aid under Public Law 480 was round the 
corner. 

The joint communique issued at the close 
of the discussions of the Indo-US Commis¬ 
sion at Washington endorsed plans for an 
extensive programme to further increase 
trade between the two countries. It 
may be staled that the USA is already our 
biggest trading partner. In 1973-74, our 
trade (imports plus exports) with the 
USA at Rs 751.8 crorcs was the highest 
among all the trading countries. Japan 
which occupied the second rank had a 
trade turnover of Rs 610.7 crores. A 
similar trend was witnessed in 1974-75 
also during the first two quarters of which 
the total of imports and exports at Rs 433.0 
crores in the case of the USA was once 
against the highest among all the trading 
partners. 

As a result of the recent exchange 
of views, an attempt would be made 
to accelerate the export of such 
goods as industrial machinery, finished 
industrial products and wide-ranging 
engineering equipment. Our. country 
would continue to import capital equip¬ 
ment and industrial products endowed 


with sophisticated technology. In view 
of the comparatively easy position in 
regard to foodgrains and fertilisers, imports 
on both these counts were expected to be 
drastically reduced. It was also agreed 
that trade shows, exhibitions and other 
publicity media would be pressed into 
service for stimulating commerce between 
the two countries. A liberal exchange of 
trade missions was also expected to be 
encouraged. 

The setting up of a joint business council 
for arranging frequent deliberations 
between the business leaders of the two 
countries was a welcome move because the 
foundations for increased trade had been 
laid in the past by encouraging joint 
ventures. In 1972. the country-wise break 
up of foreign collaboration ventures indi¬ 
cated the USA occupying the top position 
with 61 agreements out of a total of 256. 
Similarly, in 1973 and 1974 also, the USA 
was a leader with 48 and 79 ventures to 
its credit out of totals of 265 and 359 
respectively. However, mere approval of 
joint ventures w>as not enough; it was 
necessary to provide all possible facilities 
to bring them to fruition. The liberalisa¬ 
tion of the industrial policy of our country, 
especially in relation to the export-oriented 
industries, was expected to stimulate the 
coming together of Indian and American 
businessmen and the increased flow of 
private investment to our country. 

A new feature of the understanding 
reached between the two countries was the 
induction of our public sector undertakings 
in these joint ventures not only for our 
country only but also for third countries. 
The tapping of the markets of the newly- 
rich oil exporting countries with US 
technology and financial investment and 
Indian manpower, skilled and semi-skilled, 
was likely to prove beneficial to both the 
countries. To show that, on this occasion, 
there would be active follow-up of the 
decisions taken, a delegation from our 
country had already left for the USA to 
settle the terms and conditions of the 
double taxation treaty. 

Our country experienced a liberal 

771 


monsoon season this year with reports of 
above-average rainfall from most of the 
states. The central ministry of Agricul¬ 
ture had forecast an all-time peak in the 
output of foodgrains at 115 million tonnes. 
While this order of production was more 
than sufficient for the current year's con¬ 
sumption, it was necessary *o have suffi¬ 
cient stocks so as to meet any eventua¬ 
lity. During the fifties and the sixties, it 
was possible to pursue vigorously the va¬ 
rious developmental projects because the 
shortfalls in food production from time to 
time failed to create a crisis due to the 
arrangements which had been worked 
with the USA under P.L. 480. As a result 
of the discussions which Mr Chavan had 
in Washington, it was given out by the 
US authorities that wheat supplies to our 
country under P.L. 480 would once again 
be resumed. It was also indicated that a 
delegation for this purpose would be 
visiting this country soon to discuss the 
resumption of wheat supplies “on a go¬ 
vernment to government level at conces¬ 
sional prices’*. This was surely one of 
the positive gains flowing from the new 
accord between the two countries. 

The first meeting to bring together the 
businessmen of both the countries will be 
held in New Delhi from February 2 to 4, 
1976. Participating in this get-together will 
be representative* of the Chambers of 
Commerce of the USA and the Federa¬ 
tion of Indian Chambers of Commerce 
and Industry (FICCI). The public sector 
undertakings of our country will also take 
pari in llie deliberations. Broadly, this 
mccling will thrash out ways and means 
to be adopted for accelerating the pace of 
joint ventures leading to increased trade 
between the two countries. 

Besides business deals, the two coun¬ 
tries had resolved to join hands in the 
promotion of science, technology, edu¬ 
cation and culture. During the current 
>ear, more than 20 projects had already 
been identified and approved by both the 
governments in the field of science and 
technology. The central objective of 
these projects was to conduct collaborative 
research and bring some of the practical 
benefits to the people. It was also decided 
to hold two joint seminars—one on 
“Museums as educational resources" in 
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the USA and the other on u Methods in 
history, old and new" in India during the 
next year. A programme of exchange of 
professorships and visitorships will be 
worked out to enable scholars from the 


two countries to pursue their specialised 
studies. Mr Chavan was right when 
he said on his return to this country: 
"They need us and we need them. This 
is not a one-way business.** 


For the busy season 


There is considerable misunderstanding 
of the import of trends in bank credit in 
the first five months of the current slack 
season and indeed in the twelve months 
ended Oct 3, 1975 which cover effectively 
the period of reversal of I he upward 
trend in prices. Since high interest rates 
and curbs on the quantum of credit made 
available to the different classes of borro¬ 
wers have had a salutary effect in the early 
stages, it has been proudly claimed by 
spokesmen of the Reserve Bank and the 
Finance ministry that this policy of 
credit control has been effective and 
there cannot be any hasty relaxation as 
inflationary pressures have to be kept 
under check*all the time There is indeed 
something to be said in favour of ration¬ 
ing of credit and careful watch being 
kept over the maintenance of inventories 
of raw materials and finished goods by 
different industries. 

The recommendations of the Tundon 
Committee relating to the formulation of 
norms for inventories held bv different 
industries have been implemented and 
along with the fixation of arbitrary credit 
limits in the earlier stages, greater discip¬ 
line in the use of financial resources has 
been enforced and there is now prepard- 
ness on the part of industrial consumers to 
eliminate unwanted inventories. 

It should nol be overlooked, however, 
that the earlier mad rush for building up in¬ 
ventories was on account of shortages and 
rising prices. When there was galloping 
inflation it was advantageous to hold exces¬ 
sive inventories even with the payment of 
interest charges as the appreciation in the 
value of low priced stocks would yield 
considerable profits. The halt to inflation 
and even a net decline in the index of 
wholesale prices in a 12-month period by 
over five per cent has naturally had a dis¬ 
couraging effect and there is no longer 


charm to hoard raw materials and com¬ 
ponents. 

It may be claimed that the anti-infla¬ 
tionary measures have been successful in 
reversing the upward trend in prices and 
India is among the few countries in the 
world which have successfully controlled 
inflationary pressures when other impor¬ 
tant, developed countries arc still battling 
with them. The inculcation of financial 
discipline has certainly resulted in 
improved the use of bank credit. But there 
are other favourable factors which have 
been mainly responsible for the success 
of the credit and fiscal measures introduced 
by the government in the past twelve 
months. The anti-hoarding operations, 
improvement in the power situation, 
higher agricultural production and 
massive imports of foodgrains have pre¬ 
vented a rise in internal prices. There 
has also been a sharp drop in the cost of 
imports of fertilisers, non-ferrous metals, 
petrochemicals and other items from the 
peak levels of last year. The heavy excise 
duties levied on all commodities have also 
resulted in harsh demand management 
which was helpful in a period of shortages. 
It may, however, be harmful when consu¬ 
mer resistance has developed and difficul¬ 
ties are experienced in marketing a higher 
level of production. 

The vastly improved prospects for 
bumper kharif crops and an upturn in 
industrial production, with easier power 
availability and large supplies of iaw 
materials, have also been helpful in keep¬ 
ing down inflationary pressures. A situa¬ 
tion is arising in which recessionary trends 
are emerging in some directions and many 
industrial units are being obliged to curtail 
production or lay-off workers. It is not 
exactly correct to say that recessionary 
trends are noticeable only in industries 
producing luxury articles and Jight 
engineering goods. The cotton textile 


mills are going through an unprecedented 
depression, the jute industry is encounter¬ 
ing demoralising competition in overseas 
markets from synthetic substitutes although 
the latter should cost more with higher 
oil prices, the automobile ancillary in¬ 
dustries are worried abouUhcir future and 
there is a glut in fertiliser and non-ferrous 
metals due to heavy imports and high prices, 
which are artificial to some extent. In 
this situation it will not be quite correct 
to suggest that high interest charges are 
not resulting in cost inflation and accu¬ 
mulation of stocks can be avoided by 
slashing prices when excise duties form a 
large component of end-prices and there 
is a rigidity in the cost structure. 

The anxiety to continue credit controls 
and canalise the use of bank funds is 
understandable. It is however necessary to 
take note of the new trends and recogni.se 
that advances have tended to rise in sonic 
directions because of an accumulation of 
stocks and not due to a desire to hoard 
raw materials and components in short 
supply. It has now to be decided how the 
operations of affected industries can be 
maintained at high levels and to what ex¬ 
tent the government can facilitate easier 
marketing of essential goods by suitable 
adjustments in excise duties and price 
policies. Much of the objection to sugges¬ 
tions of relaxation of credit curbs and 
lowering of interest rates is due to an un¬ 
willingness to understand clearly the signi¬ 
ficance of the recent developments in the 
money market. 

The contra-seasonal increase in advances 
of scheduled commercial banks between 
April 25 and Oct 3, 1975 has been brought 
about by a net expansion of procurement 
credit and an increase in stocks of 
fertilisers, non-ferrous metals, steel, tex¬ 
tiles, jute goods and other items. The 
expansion of procurement credit has been 
due to continuing imports of foodgrains 
and a smaller offtake from fair price shops 
even during the lean season. Again, in 
spite of the efforts to liberalise distribution 
of fertilisers and legulate imports of non- 
ferrous metals and steel there are large 
stocks following an increase in pioduction. 

The measures to regulate imports hr.ve 
not also become fully effective. If lending 
institutions adopt an unhelpful policy 
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in the present context they will be only 
accentuating recessionary trends. The 
increase in procurement credit in the 
period under reference has been R$ 97.30 
crores against a decline of R$ 157.78 
crores in the corresponding period in 1974. 
Non-food credit has risen by Rs 319.77 
crores against Rs 241.56 crores and 
the additional growth of Rs 78.21 crores 
cannot be considered unusual* when stocks 
of steel alone have risen by 300,000 tonnes 
and the textile units are bothered with 
large stocks of cloth and yarn. 

The banking system has not had any 
difficulty in meeting the needs of its bor¬ 
rowers as deposits of member banks in the 
current slack season upto October 3 have 
increased spectacularly by Rs 1,097.41 
crores against Rs 809.29 crores in the same 
period of 1974. The increase in aggregate 
advances by Rs 417.07 crores against Rs 
87.78 crores can certainly by met with en¬ 
larged resources especially if it is recognised 
that a smaller rise in the previous season 
was a result of contraction in procurement 
credit. There is, however, an incxplain- 
able gap in the use of resources by banks in 
the current slack season as investments 
have risen by only Rs 134.62 crores against 
Rs 276,10 crores, while borrowings were 
higher at Rs 152.54 crores on Oct 3, 1975, 
against Rs 95.40 crores on Oct 4, 1974. 
With no significant changes in cash 
balances and money at call there is a gap 
of Rs 450 crores which cannot by accounted 
for mainly by additional investments in 
approved securities. 

An analysis of the data for a 12-month 
period also shows that there has been a 
spurt in the growth of deposits. Also, 
advances other than procurement credit 
have constituted less than 50 per cent of 
fresh additions to deposits. It cannot 
certainly be contended that there has been 
an undesirable increase in money supply in 
recent months. On the other hand, the 
credit curbs are having a regressive effect 
and the time has arrived for relaxing 
suitably restrictions and lowering interest 
rates. 

When norms have been prescribed 
for the maintenance of inventories, high 
interest rates can be charged only where 
the inventory levels have exceeded the 
prescribed limits. It is also necessary to 
expand credit for sustaining a higher 


level of production. Judging by the re¬ 
ports that foodgrain prices have started 
slumping in the surplus regions and the 
output of commercial crops will be satis¬ 
factory, the Food Corporation and other 
agencies will have to effect sizable 
purchases. The requirements in this 
regard may be easily Rs 600 crores even in 
the next busy season apart from the fact 
that there will have to be heavy procure¬ 
ment of wheat in May-July next year. 

As the seasonal expansion of 


Assistance to industry by term-financ¬ 
ing institutions has recorded a pheno¬ 
menal increase during the last few years. 
The annual compound growth rate of 
disbursements of assistance, which was 
just around six per cent during the 
years 1964-1969, increased steeply to 25 
per cent in the next six years, 1970-1975. 
Part of this increase is explained by the 
rising costs of equipment, but much of 
it is a reflection of the increasing depen¬ 
dence of industry on government or 
semi-government finacial institutions in 
the present condition of the capital mar¬ 
ket. Moreover, certain large-sized pro¬ 
jects in the fields of fertilizers, paper, 
cement and basic chemicals have sought 
specialised institutional support and 
helped to swell the demand for funds 
from such sources. 

The sanction and utilization of as¬ 
sistance by the Industrial Development 
Bank of India (IDBI) during 1974-75 
has been impressive in this context. 
The total effective sanction aggregated 
to Rs 351 crores during 1974-75 against 
Rs 214 crores a year before and the 
total utilisation of assistance reached 
Rs 213 crores against Rs 162 crores in 
1973-74, There has been a pronounced 
shift in favour of indirect assistance 
from 61 per cent of the total in 1973-74 
to nearly 70 per cent during the year 
under review. This increase has high¬ 
lighted the lDBI*s role in coordinating 
the lending operations of financial in¬ 
stitutions and improving the effective¬ 
ness of state financial corporations. 
This indirect assistance was offered by 
way of refinancing of industrial loans 


credit in other directions will have 
to be sizable, it has become nece¬ 
ssary to refashion the policy rela¬ 
ting to refinance facilities and reduce 
also the net liquidity ratio for borrowing 
purposes. Whatever may be the predilec¬ 
tions of the monetary authorities, the credit 
policy for the next busy season will have to 
be imaginative and interest rates will 
have to be lowered selectively, if the best 
results out of an improved agricultural 
and power situation are to be derived. 


sanctioned by slate financial corpora¬ 
tions and banks, rediscounting of mac¬ 
hinery bills discounted by banks and 
subscription to shares and bonds of 
other financial institutions. 

In the field of direct financing, the 
lDBI's role has been that of a residual 
lender. The bulk of the direct assist¬ 
ance went to projects belonging to the 
industries in the priority sector such as 
cement, steel, basic chemicals, tyres and 
tubes, paper, sugar, textiles, electricals 
and transport equipment. A sum of 
Rs 23 crores was sanctioned to a cement 
project in the public sector. Two units 
for tyres and tubes, to be located in 
Orissa and West Bengal, have been sanc¬ 
tioned an aggregate assistance of Rs 6 
crores. Four new sugar projects in the 
cooperative sector have been sanctioned 
an aggregate assistance of Rs 3.6 crores. 

The IDBIs assistance to small-scale 
industrial sector has mainly been through 
its scheme for refinancing industrial 
loans and to a limited extent through its 
bill-discounting scheme. The refinanc¬ 
ing assistance to small-scale industries 
received a shot in the arm following the 
introduction of Liberalised Refinancing 
Scheme in 1970 and such assistance in¬ 
creased from Rs 6 crores in 1969-70 to 
Rs 73 crores m 1974-75. The number of 
refinancing applications increased during 
these years from 765 to more than 6,000. 

The Bank encouraged the formation 
of the Inter Institutional Groups (IIGs) 
for various states and during 1974-75 
seventeenth such group was formed in 
Maharashtra. Ihe objective behind 
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the setting up of these groups was to 
provide an informal forum for discussion 
on problems of industrial development; 
particularly in the backward areas of the 
states. Most of these inter institutional 
groups succeeded in creating an effec¬ 
tive machinery for coordinating the 
efforts of various state level organisa¬ 
tions for the identification of projects 
and entrepreneurs, preparation of feasi¬ 
bility studies and financing of projects. 
Some of the inter institutional groups 
constituted sub-committees to deal with 
the specific aspects of development such 
as conducting surveys of selected regions, 
drawing up schemes for training entre¬ 
preneurs and preparation of time-bound 
strategy of implementation of projects. 
Several Groups from states such as 
Andhra Pradesh, Assam. Kerala, Maha¬ 
rashtra and Bihar initiated efforts at or¬ 
ganising entrepreneurial training courses 
in collaboration with Management 
Development Institute, New Delhi and 
School of Management Studies, Cochin. 

The IDBI has encouraged the establish¬ 
ment of consultancy organisations in 
various regions of the country to facili¬ 
tate the work relating to project formula¬ 
tion, appraisal and supervision. With 
the setting up of the Bihar Industrial 
and Training Consultancy Organisation 
at Patna last year, three consultancy cen¬ 
tres have been established. Two others 
being Kerala Industrial and Technical 
Consultancy Organisation at Cochin and 
South Eastern Industrial and Technical 
Consultancy Organisation at Gauhati. 
During the first year of its operations 
the Bihar Industrial and Technical Con¬ 
sultancy Organisation Ltd (BITCO), 
prepared assignments for six cases in¬ 
volving a total capital investment of 
Rs 5.2 crores. One of these related to a 
rehabilitation scheme for a sick unit 
manufacturing cycle tubes and tyres. An¬ 
other was regarding a techno-economic 
feasibility report on NPK Fertilizer plant 
to be set up at Sindri. BITCO also pro¬ 
vided necessary guidance to several en¬ 
trepreneurs in the selection of suitable 
industries and filling up of the applica¬ 
tion forms for registration and financial 
aufetance. 

Kerala Industrial and Technical Con- 
Miltancy Organisation Ltd (KITCO) re¬ 


ceived 342 project enquiries during 
1974-75, covering a wide range of medium 
and small-scale industries, out of which 
21 materialised into project ideas. During 
the year KITCO completed 14 reports, 
involving a total investment of Rs 2.3 
crores. North Eastern Industrial and 
Technical Consultancy Organisation Ltd 
(NEITCO) received during the year 87 
enquiries, out which 47 involving an 
investment of Rs 13.8 crores, materialis¬ 
ed into project ideas. During its three 
years, NEITCO completed 74 assign¬ 
ments involving an investment of over 
Rs 72 crores, out of which 15 schemes 
involving an investment of Rs 34.4 
crores had been either completed or were 
under various stages of implementation. 

In an effort to rehabilitate sick 
units, the IDBI established Industrial 
Reconstruction Corporation of India 
Ltd (IRCI). Disbursements for recons¬ 
truction of sick and closed industrial 
units during 1974-75 aggregated to 
Rs 8.7 crores as compared to Rs 5.9 
crores a year before. At the close of 
June 1975, the total effective sanctioned 
assistance amounted to Rs 28.1 crores. 
Reconstruction assistance was sanctioned 
to 83 cases while 411 cases were disposed 
of otherwise, as some were not found 


viable or their financial needs could be 
met from the normal banking channel or 
the cases did not fall under the purview 
of IRCI's operations. The regional dis¬ 
tribution of the 83 units to which as¬ 
sistance was sanctioned revealed that 
West Bengal was the worst sufferer with 
72 units. Other states had only few 
units, such as three in Andhra Pradesh 
two each in Bihar and Maharashtra and 
one each in Punjab, Assam, Gujarat and 
the Union Territory of Delhi. In ad¬ 
dition to the direct financial assistance 
to the units, IRCI arranged working 
capita] from banks for the units covered 
by the reconstruction programme to the 
extent of Rs 34 crores. 

In order to match its increasing tempo 
of activities, the IRCI raised its total 
paid-up capital to Rs 10 crores. To 
further augment its resources, the Bank 
issued on October 16, its six per cent 
1985 guarantred bonds for a total noti¬ 
fied amount of Rs 25 crores which were 
subscribed. This was the fifth series of its 
bonds. The firsr series of bonds was issued 
in March 1972 for Rs 11.50 crores, the 
second series in August 1972 for Rs 15 
crores, the third series in June 1974 for 
Rs 15 crores and the fourth series in 
April 1975 for Rs 15 crores. 


Engineering exports 


The export performance of India's 
engineering industry in 1974-75 should be 
considered highly satisfactory in view of 
the many difficulties and uncertainties it 
had to face in respect of the availability 
of raw materials and the incentives offered 
by the government. Actual exports of 
engineering goods, including those made 
from small ports, land and air routes, 
were valued at Rs 349.11 crores compared 
to Rs 193.48 crores in 1973-74, an increase 
of 80 per cent. The export of capital goods 
went up from Rs 64.04 crores in 1973-74 
to Rs 112.95 crores in 1974-75, primarily 
steel and pig iron based items from 
Rs 45.67 crores to Rs 96.56 crores, 
rily non-ferrous based items from Rs 
9.15 crores to Rs 11.57 crores and con¬ 
sumer durables from Rs 74.62 crores to 
Rs 128.03 crores. Details are not availa¬ 
ble about the export of various kinds of 
engineering goods during 1974-75 nor 


about their offtake by individual countries. 
It is however gratifying to note that our 
engineering goods have been able to 
achieve greater success in the world markets 
at a time when many of the latter are 
passing through recessionary conditions. 

What arc the prospects for the export 
of engineering goods during 1975-76? 
Mr. R.C. Maheswari, Chairman of the 
Engineering Export Promotion Council, 
has pointed out that although primarily 
steel based items recorded the highest 
growth rate of over 100 per cent in 1974-75, 
it is in the sector of capital goods and 
consumer durables that the growth is 
likely to be more stable and sustained. 
He has observed that for the primarily 
steel and pig iron based items the outlook 
does not seem to be quite encouraging 
because the prices have already started 
falling due to the change in the economic 
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situation in foreign countries. As regards 
capital goods, their export in the first 
four months of 1975-76 amounted to Rs 
48.58 crones against Rs 20.25 crores in the 
similar period of 1974-75 but this spurt is 
attributed to the major contracts which the 
industry already had in hand. t Mr 
Maheswari feels that the attainment of the 
export target of Rs 40() crores for the 
current year will depend mainly on the 
short delivery items in the category of 
consumer durables. But both govern¬ 
ment and industry should see to it that the 
target of Rs 400 crores is not only achiev¬ 
ed but even exceeded. 

The government has already taken 
several decisions to make export 
incentives more attractive but there are 
many areas where uncertainty continues 
to persist. Jn a few items the level of cash 
assistance has been either withdrawn or 
reduced and the Engineering Export 
Promotion Council has decided to lake up 
these cases with the government with a 
view to restoring the previous rates of 
assistance. It is important to ensure that 
the cash assistance schemes arc fixed on a 
realistic basis and they remain in force for 
a reasonably long period so that expor¬ 
ters can enter into firm commitments 
with a feeling of confidence. 

The government also has not yet an¬ 
nounced its decision regarding the revised 
scheme of import entitlement. Mr Subrama- 
niam, the union f inance minislci, told the 
Forum of Financial Writers in New Delhi 
recently that the government would soon 
finalise the shopping list of items which the 
engineering exporters would be allowed 
to import under this scheme and he clari¬ 
fied that these would consist of only 
industrial raw materials which could be 
sold in the open market. 

No less important is the need tc 
achieve a continuous and substantial 
increase in the production of engineering 
industries. Many of them are working 
with considerable idle capacity due to 
some reason or the other. The impact 
of the credit restrictions is also said to be 
hampering production. Especially in the 
eastern region, the engineering industries, 
including wagons and automobiles and 
their numerous ancillary industries, all 
of which have considerable export poten¬ 
tial* have been unable to operate on a 


profitable basis due to factors beyond 
their control. If the government can 
create propel conditions to enable the 
engineering industries to function at a 
high level of efficiency, it can go a long 
way in improving its competitive capacity 
in the foreign markets. 

The engineering industries should also 
display greater interest and initiative in 
promoting exports. The production of 
engineering goods in India is estimated 
at Rs 4,000 crores per year and, surely, it 
should be possible for the industry to 
step up its exports to much higher levels 
than what has been achieved in recent 
years. The Engineering Export Promo¬ 
tion Council has envisaged that the exports 
to Asian countries will increase from Rs 
M0 crores in 1974-75 to Rs 224 crores in 
1978-79, to Africa from Rs 40 crores to 
Rs 70 crores, to east Europe from Rs 43 
crores to Rs 73 crores. to west Europe 
from Rs 25 crores to Rs 50 crores, and to 
north and central America from Rs 20 
crores to Rs 35 crores. It is not known to 
what extent these targets have been fixed 
on the basis of careful market studies. 
But these targets need to be constantly 


Slowly, but surely, industrial activity 
is gaining momentum in Rajasthan, one 
of the backward states of the country. 
Rajasthan State Industrial and Mineral 
Development Corporation, (RSIMDC) 
during its six years of existence, can claim 
considerable credit for promoting activity 
in some sections of the industry. The 
corporation has helped in the estab¬ 
lishment of industrial estates and the 
provision of technical consultancy as 
well as financial assistance to enlreprc- 
nurcs. In the field of mining the RSIMDC 
has taken up the extraction of gra¬ 
nite, apatite and kaolin, apart irom the 
acceleration of the already established 
mining of fluorspar, gypsum, tungsten 
.and limestone. 

The state of Rajasthan is today sprink¬ 
led with 27 industrial estates established 
in almost all its important towns. During 
the year 1974-75, the RSIMDC incurred 
an expenditure of Rs 121.39 lakhs for the 
construction of sheds and development of 
industrial areas. Work was taken up at 
Chittorgarh, Kishangarh, Kota, Jaipur, 


revised in view of the rapid changes that 
take place in the world economic situation 
and the import policies of other countries. 

Almost all developed countries have 
been importing substantial quantities of 
engineering goods of various types but 
India’s share in most of them has been 
negligible or nil. For example, in 1973 
the USA imported safety razor blades 
valued at $ 7 million but there was no 
supply from India. The UK was the 
largest supplier of this item. The Trade 
Development Authority has envisaged 
substantial increase in the export of several 
engineering goods from India to the USA 
in the next few years. The export of 
electronics to the USA is estimated to 
increase from Rs 702 lakhs in 1975-76 
to Rs 1391 lakhs in 1978-79, sewing 
machines from Rs 26 lakhs to Rs 72 lakhs, 
automobile ancillaries from Rs 366 lakhs 
to Rs 663 lakhs and bicycles and com¬ 
ponents from Rs 930 lakhs to Rs 2360 
lakhs It is necessary to ensure that the 
Engineering Export Promotion Council 
and the TDA work together in close co¬ 
operation in exploring new markets. 


Alwar and Pali for the extension of in¬ 
dustrial estates so that (he aceragc under 
such industrial areas increased by more 
than 50 per cent in one yeai to 6754 
acres on March 31, i975 as against 
4270 acres a year before. The number 
of plots ulloted also increased from 
1281 to 1534. Moreover, as a part of 
assistance from the central government, 
an effort was made to gainfully employ 
educated individuals through the deve¬ 
lopment of sheds. Under this scheme 
work on 192 sheds for educated entre¬ 
preneurs had been completed upto June 
30, 1975. Construction of 112 sheds 
was in progress and another 170 sheds 
were proposed to be taken up when the 
funds were available. Another central 
government scheme proposed the con¬ 
struction of commercial estate at Jaipur 
where 40 shops and 16 ie$idential flats 
were constructed and 84 shops and 24 resi¬ 
dential flats were proposed to be taken 
up during the current year's programme. 

More recently the RSIMDC has 
decided to enter the industrial field direct- 
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ly and has received licences and letters of 
intent for 13 industrial projects which 
include the manufacture of scooters and 
three-wheelers, TV sets, calcium carbide, 
caustic soda, soda ash and ammonium 
chloride, cotton yarn, glass bottles and 
containers, glass shells, spun iron and 
steel. Total investment in these projects is 
expected to involve R$ 74 crorcs and the 
RSIMDC has proposed to develop most of 
these units in the joint seel or so that its 
own involvement in the form of share 
capital might be around Rs 8 crores. The 
RSIMDC has already taken up the manu¬ 
facture of scooters at Alwar and a pro¬ 
totype, Aravali scooter, has been found 
to be roadworthy. The commercial 
production of this unit with an annual 
capacity of 24,000 scooters is expected 
to start by the end of this year. 

The manufacture of TV sets is being 
taken up at Jaipur with a capacity of 5,000 
sets per year. The Electronics Corpora¬ 
tion of India, Hyderabad, is providing 
the technical know-how and would also 
market the product under its own name. 
Arrangements arc being made to start 
output by early 1976 and full commer¬ 
cial production by the middle of 
that year. Work is in progress 
in respect of plant for glass bottles 
and containers at Swai Madhopur in 
collaboration with Mr R.K. Podar of 
Calcutta with a capacity of 12,000 tonnes 
per annum of glass bottles in the first 
stage and 18,000 tonnes in the second 
stage. A project to manufacture glass 
shells in collaboration with M/s. Lamps 
and Lightings Ltd is proposed to be set 
up at Alwar. 

Four more joint sector projects in which 
some progress has been recorded are a 
mini-steel plant, two units for cotton yarn 
and one to manufacture calcium carbide. 
A mini-steel plant is to be established near 
Jaipur for which two electric arc Furnaces 
with a capacity of 20 to 23 tonnes have 
already been ordered. Arrangements are 
being made to procure the remaining 
equipment too. The RSIMDC also propo¬ 
ses to set up two units in the joint sector 
for the manufacture of cotton yarn, one 
each at Banswara and Alwar. The pro¬ 
ject to manufacture calcium carbide is 
proposed to be set up at Kota, where land 
has been selected and licences for 
import of plant and machinery worth 


Rs 51.83 lakhs under Swedish and West 
German credits have been received. 

The RSIMDC further extended its 
activities in the industrial field through 
participation in the share capital of public 
limited companies and provision of techni¬ 
cal consultancy and guidance. It partici¬ 
pated in equity share capital to the extent 
of Rs 4.33 lakhs and proposed to under¬ 
write shares worth Rs 30 lakhs. Under 
another scheme sponsored by the central 
government, the RSIMDC had commi¬ 
tted Rs 9.47 lakhs as equity shares and 
debentures in 15 private limited com¬ 
panies. The RSIMDC has also set up a 
committee for identification of more items 
for manufacture and selection of con¬ 
sultants. So far orders have been placed 
for the preparation of 38 detailed feasibi¬ 
lity reports and project profiles. 

All has not been well with the mining 
operations of the RSIMDC. Jt in¬ 
curred considerable loss because of in¬ 
adequate reserves of fluorspar at Man- 
dokipal. The RSIMDC decided to 
suspend all work at the site in 1971 
after another expenditure of Rs 15.85 
lakhs has been incurred. The sup¬ 
pliers of equipment were demanding 
Rs 13.50 lakhs as compensation against 
advances of Rs 10.71 lakhs already made 


to them. The RSIMDC had not provfc 
ded any liability for compensation. 

Similarly, the granite polishing factory 
at Jalore, which was being run by the 
government of Rajasthan since July, 
1966 on experimental basis, was taken over 
by the RSIMDC in the middle of 1970. 
The unit has been incurring losses con¬ 
sistently because the cost of production 
exceeds the market price and the unit did 
not buy cutting machines for breaking 
slabs into thinner sizes for which there is 
considerable demand. The RSIMDC is 
negotiating an agreement with M/s. 
Tapariah & Sons Pvt. Ltd. Calcutta for 
setting up of a Granite Cutting and 
Polishing Factory in joint sector. All 
the machines would be imported from 
Europe for which applications have been 
submitted to the central government 

The Tungsten Project at Degana, how¬ 
ever. has improved its operations during 
1974-75 as against a loss of Rs 5,000 
during the previous year it has shown a 
profit of Rs 3.90 lakhs. The production 
of tungsten and its sale hud also in¬ 
creased substantially. The RSIMDC 
also made marginal profits on the sale of 
limestone mined from its Gotan project 
which had been licensed to the corpora¬ 
tion in March 1974. 
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POINT OF VIEW 


Thoughts on the sugar industry ° p - 


I need hardly stress the importance of the 
sugar industry in the national economy. 
On the prosperity of this industry depends 
the livelihood of millions of cane-growers 
and workers in the factories throughout 
the country and a substantial percentage 
of the government revenue. It needs 
careful nursing. But unfortunately this 
industry has been subject to great vicissi¬ 
tudes of prosperity and depression and 
seems to follow a recurring five yearly 
cycle: two years of rising trend, one year 
of peak production followed by iwo years 
of decreasing production. So far all 
attempts to bring greater stability to this 
industry have not met with much success. 

if the economy of sugar production has 
to be stabilised it will be necessary not only 
to augment the production of sugarcane 
but also to ensure adequate supplies of 
sugarcane for sugar manufacturing apart 
from meeting the requirements of gur and 
khandsari sectors. What is really neces¬ 
sary is a properly planned and coordinated 
effort on the part of all concerned viz., 
the central and state governments, various 
research institutions, manufacturers of 
sugar and cultivators of cane. Unless 
there is this coordinated and planned effort 
uncertainties of the industry and its cycle 
of variations will continue to play havoc 
withthe industry, and though sugar may be 
sweet * its recurring experience will continue 
to be bitter to the government, to the 
industiy and to the consumer. One only 
hopes that the coming years will see the 
back of this recurring cycle broken and 
more stability brought about in the inter¬ 
ests of the cultivators, the workers and 
the industry. However (and this is a 
point that 1 want to stress) even in the 
present somewhat haphazard condition 
of the industry, the cost accountants have 
a significant iole to play. 

first contact 

Sugar is a commodity which has occu ¬ 
pied the attention of the government, the 
Tariff Boaid and the Tariff Commission 
for a long time. The first contact of the 
sugar industry with the Tariff Board was 
in 1931 when its case for protection against 
imports of foreign sugar was examined. 
The industry was granted protection in 
1932 and the industry developed rapidly 
imd from 29 units (for undivided India) 
in 1931 the number increased to 139 in 
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1950-51 when the protection was with¬ 
drawn. The number of units in 
production now (1975) is about 250. 
Statutory control over the price and dis¬ 
tribution of sugar was imposed by the 
government of India for the first time in 
April 1942-- previous to that there had 
been some kind of informal price control 
— and ever since this industry has been 
claiming the attention of the government 
in one form or another even though, in 
between, there have been periods of de¬ 
control. 

cost structure 

So far as the Tariff Commission is 
concerned it was in September 1958 that 
it was first requested by the government 
to conduct an inquiry into the cost 
structure of, and the fair price payable 
to the sugar industry. The commission's 
report was submitted in 1959. Since then 
the commission has submitted three more 
reports to the government, one in 1961, 
another in 1969 and the third in 1973. 
The government has again referred 
the question of fair prices to be fixed for 
sugar for the coming season and the mat¬ 
ter is at present under the consideration 
of the commission. 

The broad approach of the Tariff 
Commission, in any price inquiry, is to 
ensure that the industry develops on heal¬ 
thy lines while ensuring that the consu¬ 
mer gets a fair deal. Considerable spade 
work is done in the office of the Tariff 
Commission each lime an inquiry is taken 
in hand. A detailed questionnaire cover¬ 
ing all the aspects of the industry is pre¬ 
pared and sent to all the units in the in¬ 
dustry, representative associations in the 
industry as well as to all others concern¬ 
ed. For instance, during the 1973 sugar 
inquiry, the commission issued detailed 
questionnaires to all the known sugar 


mills and their associations/fedcrations* 
consumers and their associations, mer¬ 
chants/dealers' associations, cane growers" 
associations, labour/tradc unions etc. 
Data on the various aspects of the industry 
were also obtained from the central and 
state government departments, various 
research institutions such as the National 
Sugar Institute, Indian Institute of Sugar 
Cane Research, Lucknow, Sugarcane 
Breeding Research Institute, C oimbatore, 
Indian Council of Agricultural Research 
Institute. New Delhi, the Sugarcane Re¬ 
search Institute, Pusa. ihe Sugar Technolo¬ 
gists Association of India, Kailpur, South 
India Sugarcane and Sugar Technologists 
Association, Madras etc. The question¬ 
naires sent to the industry can be broadly 
classified into: 

(i) general questionnaire; and 

(ii) cost questionnaire. 

This procedure helps the various units 
in the industry to give the commission 
their individual views on the various points 
affecting the industry. It also makes it 
possible foi the commission to study each 
unit’s case against the background of the 
cost of production of the various units in 
the industry. The commission then arran¬ 
ges. after duly consulting the industry, 
to select a few representative units in the 
industry for an on-the-spot study in respect 
of their cost of production as well as other 
related matters. 

various criteria 

The number of units to be selected for 
costing sample depends on what would 
represent a fair cross section of the industry 
as a whole. In selecting the sample units 
for cost in the sugar industry various 
criteria such as zonal location, sectoral set 
up, cane crushing range, production 
performance, duration of the season, per¬ 
centage of recovery of sugar, age of the 
plant and process of manufacture adopted 
etc. are kept in view*. Before finalising 
the list of the sample units, the views of 
the industry and its two association:;, 
Indian Sugar Mills Association (1SMA) 
and the National Federation of the Co¬ 
op rative Sugar Factories (NFCSF) are 
invited, and the matter discussed with 
them, regarding the number of units to be 
costed as well as the names of such units. 
In the 1973 sugar inquiry, the final list of 
cost sample consisted of 59 units conslitut- 
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ing about one-fourth of the total sugar 
producing factories and mirrored the 
industry as whole in miniature. 

The commission's cost accounts officers 
then visit the sample units and try to 
understand the various facts influencing 
the cost of production. These are sub¬ 
sequently processed and scrutinised by the 
commission. In order to ensure that 
all the affected parties in the industry 
arc properly heard and their points of 
view on the various issues properly under¬ 
stood and appreciated, the commission 
holds a regular public inquiry to which all 
the interests concerned are invited includ¬ 
ing the representatives of the central and 
state governments. In-camera discussions 
are also held with the representatives of 
the costed units. Since great care is taken 
to select the units to be costed, they repre¬ 
sent the industry as a whole in miniature 
and their cost forms the basis, after neces¬ 
sary pruning,* for arriving at the price 
payable to the industry. Whether each 
individual unit has to be paid a retention 
pi ice or whether the price has to be fixed 
for the industry as a whole or whether the 
zonal system has to be adopted, depends 
on various factors prevailing in the in¬ 
dustry. As you all know, in (he case of 
sugar, the units in the sugai industry have 
been grouped under a number of zones 
and a common price has been fixed for 
eacli zone. 

basic norm 

You will notice that where a uniform 
price is fixed for a number of units whether 
on a zonal basis or for the industry as a 
whole, it is bound to represent, to a greater 
or lesser extent, the working of a factory, 
somewhere midway between the factories 
in the industry in general including the 
efficient and the inefficient ones. Factories 
whose cost is less than that of this national 
middle unit, are bound to have higher 
profitability than the return suggested by 
the Tariff Commission and those whose 
cost is higher than that of this middle unit 
are bound to have a progressively decreas¬ 
ing return depending upon how much 
higher their cost is vis-a-vis the cost of this 
middle unit. If the factories are in the 
lower half of the curve and arc not lo sink 
altogether, they have (o put their house in 
order and this is where the role of the 
management in general, and Ihe cost 
accountant in particular, assumes great 
importance. His role will become all the 
more important if in the projections for 
price fixation certain basic norms of effi¬ 
ciency are prescribed on the basis of which 
fair price should be fixed in place of taking 
a general, weighted average of the costs of 
the efficient and the inefficient units alike. 

The future trend is bound to be more 
and more towards leaving out of count the 


very inefficient and abnormal units when 
woiking out the basic cost structure on 
which the fair price is to be based so that 
the general tone and health of the industry 
gradually improves. The obvious result 
wilt be that if the inefficient and unecono¬ 
mic units want to survive, they will have 
to make special efforts to attain certain 
acceptable minimum norms of efficiency. 
The major role in this special effort will 
obviously have to be played by the cost 
accountants in the units concerned. 

marked vicissitudes 

The profitability of the sugar industry 
has been subject to marked vicissitudes. 
According to the sample survey by the 
Reserve Bank of India for the year 1972-73, 
the profits after tax of the sugar industry, 
as a percentage of net worth, were as low 
as 0.2 per cent in 1971-72 and as high as 
15.77 per cent in 1972-73. Anyway, on 
the whole and relatively speaking, barring 
a few favourable periods, the profitability 
of the sugar industry has been found to be, 
by and large, low as compared with the 
average profitability for all industries and 
considerably lower than the profitability of 
industries such as the rubber goods, rayon, 
chemicals etc. The picture in the coming 
years also may not be particularly rosy. 

It is true that at present 35 per cent of the 
sugar produced is allowed to be sold in the 
free market to make whatevei loss the 
producer may have incurred on the 65 
per cent of sugar which he has to compul¬ 
sorily sell to the government for issue as 
levy sugar. But there is a limit beyond 
which even free sale sugar will not find 
a market on account of the competition 
from gur and khandsari, the inter se com¬ 
petition among the various producing units 
and the increasing consumer resistance on 
account of the general inflationary trends 
in the economy. 

The industry has to give serious thought 
to finding out ways and means to ensure 
that with the increasing pressures its pro¬ 
fitability does not go down very low. Low 
profitability can have its own disturbing 
socio-economic consequences in the form 
of lower acreage under cultivation of 
sugarcane, greater scarcity of sugar, in¬ 
creasing dissatisfaction of the public with 
the running of the industry and the justi¬ 
fied concern of the government over the 
unhappy situation for the cultivator, the 
factory worker and the consumer. 

Before we analyse the role of the cost 
accountant in lending a helping hand to 
improve the situation, it may be worth¬ 
while considering certain basic constraints 
under which the sugar industry has to 
work. It goes without saying that the 
profitability of a sugar factory is inter alia , 
dependent on the price paid for sugarcane 


and the “levy” and “free sale” price of 
sugar. The accountant has very little ■ 
hand in determining the price that has to 
be paid for cane and the price at which 
sugar gets ultimately sold both for levy 
and in the free market. The sugar in¬ 
dustry is fairly closely controlled by the 
government. There is a floor price below 
which sugarcane cannot be obtained by the 
factories. As you know, at present the 
price fixed is Rs 8.50 per quintal for a 
recovery of 8.5 per cent or less. With the 
price of inputs going up all round, the 
prices of competing crops getting more 
and more lucrative, and for other socio¬ 
economic reasons, the minimum price for 
sugar cane is likely to show a rising trend. 
Anyway, whatever the minimum price, 
it is common knowledge that very little 
sugarcane can be obtained at the minimum 
price. Actually the price that the factories 
have to pay to get adequate supplies of 
sugarcane is much higher than the statu¬ 
tory minimum. This is the inescapable 
fact of the situation, which the manage¬ 
ment and the accountant have to take note 
of in their calculations. 

uncontrollable factor 

Another factor on which neither the 
management nor the accountant has much 
control is the wages and salaries. They 
are not likely to go down. If anything, 
they are also likely to continue to show an 
upward trend. Even when the price at 
which sugarcane can actually be obtained 
is higher than the statutory minimum, and 
even when the wages and salaries are ris¬ 
ing, there is a limit to which the effect of 
these higher costs can be passed on to the 
consumer in the form of a higher price for 
free sale sugar. On the other hand, for 
obvious reasons, the price of levy sugar has 
to stay low as it is a basic article of con¬ 
sumption even by the common man. 

Under these basic constraints, the sugar 
industry has to make the best of the situa¬ 
tion as it can and it is here that the inge¬ 
nuity of the management and the accoun¬ 
tant had to come into play and the effi¬ 
ciency of a unit to be judged. It is only 
the close liaison between the management 
and the cost accountant and the apprecia¬ 
tion of each other's role and the contribu¬ 
tion that each one can make to the common 
good of the unit that is likely to >ield fruit¬ 
ful results. There has to be a thorough 
search by the accountant and the manage¬ 
ment for increased efficiency through 
tighter control over inventory, wastage, 
delays in execution of important decisions, 
level of overheads, selling agency agree¬ 
ments and other marketing procedures. 
The aim has to be better productivity, to 
reduce the unit cost, to get the maximum 
of output with the minimum of inputs 
whether they be in the matter of cost of 
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materials labour or overhead ex¬ 
penses. 

This unit cost, which is really the sum 
total of the costs of inputs, whether direct 
or indirect, can be reduced only by greater 
efficiency by economic use of materials, 
plant and equipment, space and manpower, 
and proper attention to product quality. 
The greater the pressure of factors on which 
the management has no control, such as 
the price for the cane to the cultivator, 
wage awards and levy and free sale price of 
sugar, the greater is the need for searching 
for measures and methods for increasing 
productivity, and reducing unit cost. And 
for this search, though the overall responsi¬ 
bility may be that of the management, the 
responsibility for the detailed analysis of 
the various costs and the suggestions for 
the measures and methods for their 
reduction has, perforce, to devolve on the 
cost accountant. 

sheltered position 

As you perhaps know, in the earlier 
stages of the sugar industry, employment 
of cost accountant was considered some¬ 
what of a luxury by many units. With the 
grant of protection to the sugar industry 
in 1932 the industry made rapid strides and 
in the sheltered position that it enjoyed 
against foreign competition much atten¬ 
tion was not paid to the cost of production, 
because whatever was produced managed 
to get sold. In course of time, however, 
as the inter se competition between the 
producing units developed and the periods 
of plenty started alternating with periods 
of scarcity some kind of cost consciousness 
developed and the units were forced to have 
certain minimum cost controls. Cost 
control implied keeping costs within some 
predetermined budgets or standards. 
Sooner or later the units in the industry 
are going to have increasing inter se 
competition, and then mere cost control 
will not do. It is the cost reduction that 
will have to be the continuous objective 
and an unrelenting search for measures and 
methods to reduce the cost of the product 
without affecting its quality. 

A searching cost accountant will 
always find some weak areas for 
improvement. This is a field where 
one cannot rest on one's laurels be¬ 
cause with the increasing cost of cane, 
labour and other expenses of production 
the future does not seem to be rosy parti¬ 
cularly as with more than 100 new units 
coming up, the competition in the field is 
likely to become more severe. It is in¬ 
teresting to note that so much importance 
is now attached to the aspect of cost 
reduction (as distinct from cost control) 
in the context of the inevitability of wage 


and other overhead increases that more 
and more specialised programmes are 
being organised the world over—of course, 
not for sugar industry alone—on cost 
reduction where participants discuss 
various techniques for reducing material 
handling, storage, distribution techniques 
etc. Recently in the April 11, 1975 
issue of the London Trade and Industry 
Journal it has been computed that 
on the basis of a very modest estimate, 
about £ 175 million per year could be sav¬ 
ed by the engineering and allied industries 
in the UK through the use of better mate¬ 
rial handling and storage techniques 
alone. 

It hardly needs stressing that profitabi¬ 
lity of units depends considerably on their 
capacity utilisation. With the capacity 
utilisation are linked the question of cost 
of production and future expansion. As 
you know, while some costs increase with 
an increase in volume of production, others 
remain fixed. As a result unit cost tends 
to decrease with the increase in the volume 
of production. It is therefore axiomatic 
to say that the management and the finan¬ 
cial executives should ensure that there is 
no under-utilisation of capacity so far as 
possible. It so happens that, in the sugar 
industry unless special efforts are made, 
the position regarding utilisation of capa¬ 
city is likely to worsen rather than to 
improve. It is the general practice to 
have earmarked areas around each factory 
from where the factory will get its supplies 
of cane. 

low capacity utilisation 

During the 1973 sugar inquiry, a 
complaint that was made to us over and 
over again was that new factories were 
being allowed to come up in the same 
areas without sufficient regard being paid 
to the availability of adequate cane for the 
new factories. On the other hand there 
is no doubt that we need jncreasing # quan- 
titites of sugar for domestic consumption, 
for exports and for buffer stocks against 
possible future shortages. Production of 
sugar this year is expected to be about 
48/49 lakh tonnes as against about 31 lakh 
tonnes in 1971-72. The Planning Com¬ 
mission has targetted for a production 
capacity of 70|akh tonnes by the end of 
the fifth Plan period to meet the estimate 
of about 60 lakh tonnes which is likely to 
tie the requirement of sugar by that time. 
In spite of the increasing demand for sugar 
it is quite disheartening to find that in the 
sub-tropical region, which includes most 
of the northern and eastern parts of the 
country, the general utilization of capacity 
averages about 50 per cent of the available 
capacity as against 85-90 per cent in the 
tropical western and southern regions. 


One can, therefore, see the developing gap 
between the supplies of cane and the 
demand for sugai. There are, as already 
indicated, about 250 sugar factories. 
Another 100 arc likely to come up in the 
near future. Unless, therefore, urgent 
steps are taken to ensure adequate supplies 
of cane to the sugar factories, whether new 
or old, the result is bound to be develop¬ 
ment of unhealthy competition between 
the neighbouring factories—apart from 
the usual competition from gur and 
khandsari—and the likelihood of increas¬ 
ing inadequacy of supply of cane to many 
factories resulting in under-utilisation of 
capacity all round and increasing thereby 
the cost of production of sugar. 

great role 

For optimum utilisation of capacity 
there has to be adequate and continuous 
supply of sugarcane. You may well wonder 
what role the accountant can have in the 
matter of adequate supplies of cane to the 
factory. Our experience during the sugar 
enquiry has shown that both the manage¬ 
ment and the cost accountant have a great 
deal to do with ensuring adequate supplies 
of sugarcane. Constant liaison with the 
cultivator and appreciation of his diffi¬ 
culties and financial and other help to 
him at proper time create a moral and 
financial bond between the cultivator and 
the factory to ensure continuous supplies 
of sugarcane and avoidance of diversion 
of cane to gur, khandsari and even to the 
other competing units. 

During our tours while conducting 
the sugar inquiry, time and again, 
we found that whereas some factories, 
on account of their excellent rapport 
with the cultivators, got all the cane 
that they needed thus increasing their 
profitability, there were others which con¬ 
tented themselves with the routine pro¬ 
cedures prescribed for cane supplies and 
were constantly plagued with shortage 
of supplies and under-utilisation of capa¬ 
city. 

It is also obvious that since the avai¬ 
lability of fertile land is limited and diver¬ 
sion of land under food crops to sugar¬ 
cane may or may not be possible, and 
in any case any such major diversion may 
not be in the oveiall interest of the nation, 
the increased demand for cane can be 
met only if more cane could be produced 
per acre. It is here that the cost accoun¬ 
tant comes into the picture. The cost 
accountant has a finger in every pie where 
expenses are involved. If the management 
invests some money on cane development 
activity and helps the cultivator by all 
possible means to get the maximum yield 
per acre and to improve the quality of 
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cane, this expenditure will be well justi¬ 
fied. 

It is the cost accountant who has to 
enlighten the management what the cost 
benefit is likely to be in the short and the 
long run, from the expenditure to be 
incurred on developmental activity and 
having a rapport with the cultivator to 
ensure adequate supplies of good quality 
cane throughout the season. Many 
managements may consider such expendi¬ 
ture wasteful. 

It is for the cost accountant to 
make this cost benefit analysis and 
impress on the management the usefulness 
and desirability of such expenditure. This 
kind of cost benefit analysis may be useful 
not only for the factory in which the cost 
accountant is working but also, since its 
practical results will be obvious, it may be a 
good example and help to other less enli¬ 
ghtened units in the field to direct 
their expenditure on development of canc 
in the right direction. You will thus be 
helping not only your own and other units, 
but also, cultivators at large and the nation¬ 
al economy in general. 

And now let us turn out attention to the 
manufacturing side. After the cane 
reaches the factory it is obvious that the 
profitability of the company will depend, 
in a significant manner, on the amount of 
sugar that the unit can recover from the 
cane that is crushed. Unless the maximum 
sugar fiom the available canc is recovered 
the ultimate loss in terms of money could 
be quite significant. It is here again that 
the role of the cost accountant assumes 
importance. 

advancing technology 

Nothing is static in life. Kvcry 
day technology advances. Newer and 
more efficient equipment is being con¬ 
tinuously developed. The question that 
the cost accountant and the management 
have to pose to themselves is the usefulness 
and the timing about the introduction of 
such technological developments in the 
factory and their cost benefit. Its timely 
introduction may make all the difference 
to the company's profitability. Of late, 
for instance, there has been the installa¬ 
tion of diffuser plants in some factories. 
Such diffuser plants are said to have better 
efficiency for extraction of juice of cane 
resulting in a significant addition to the 
output of sugar without any substantial 
increase in the cost of cane or other 
funning expenses. 

Similarly theie may be other techno¬ 
logical developments or improved pro¬ 
cesses lor recovery of sugar. The cost 


accountant has to be continuously alert 
to analyse the cost benefit of all such 
technological innovations and to help the 
management in their introduction in the 
factory at the proper time to get the maxi¬ 
mum benefit from such developments. If 
the cost accountant and tne management 
remain content with the routine of their 
daily work, oblivious to the cost benefit 
of new technological developments, 
the factory will soon find itself a 
losing concern and a mere heap of 
junk. 

As mentioned earliei their are about 250 
sugar producing units at present. These 
units comprise joint stock companies, 
cooperatives as well government owned 
sugar factories. Our investigations reveal 
that efficiency or inefficiency is not the 
exclusive preserve of any particular sector. 
We have found factories neat in appea¬ 
rance, excellent in management and effi¬ 
cient in working while there are otheis 
which are so badly managed and slovenly 
in their upkeep and wasteful in working 
that the less said about them the belter. 
It may come as a surprise to you that in 
some factories we found that there arc 
even now no qualified cost accountants 
and accounts are still kept in a pretty pri¬ 
mitive manner. 

checking efficiency 

A significant part oft he industry 
is still not quite cost conscious 
because whatever is produced still finds 
a ready market. In such a situation 
even if a wasteful unit makes some profit 
it can hardly be said to be an index of 
its efficiency as it is largely the result of 
a sheltered economic environment. To 
judge efficiency of a unit one has to assess 
its working in a really competitive market. 
If we were to adopt that yardstick, quite 
a significant proportion of the sugar indus¬ 
try will be found below par and if ever the 
supply were to outstrip demand and really 
competitive conditions were to prevail, 
quite a number of the units will have to 
pack up. 

Our investigations also reveal that suffi¬ 
cient importance is not given to the main¬ 
tenance of a detailed accounting system by 
many of the sugar factories. Most of 
them keep accounts only to the minimum 
to meet the various statutory require¬ 
ments. 

Now the real purpose of maintaining 
accounts should not be merely to keep 
statistics to show to the law enforcement 
authorities but to make use of them for 
effective control and working efficiency 
of the units. I wonder many of the units 
really take the trouble of keeping account¬ 


ing records in sufficiently detailed manner 
and whether there is any system of theif 
regular analysis to study the working 
expenses in all its details. It is basically 
the responsibility of the cost accountant 
to keep very detailed accounts and help 
the management to analyse them with a 
view to reducing unnecessary items of 
expenditure and to increase productivity 
by reducing the total cost of production. 
Such analysis will also help to localise any 
weak spots in the working of the units so 
that remedial action can be taken in time. 
A certain amount of inter-firm comparison 
in this regard by the cost accountant will 
further help him in assessing the relative 
efficiency of the various sechoqs of his 
factory with those of other units better 
placed in (he industry. 

loose records 

Wc found during the course of our 
investigations that many factories do not 
even complete their audited profit and loss 
accounts for months. How can such 
records serve the purpose for which they 
are intended if (hey are already obsolete 
by the time they are posted and analysed? 
Prompt decisions affecting costs and effi¬ 
cient production cannot be taken by the 
management unless the accounts are 
completed in time. 

It is now time (o sum up. I have in¬ 
dicated a few aspects of your work 
which merit your increased attention and 
interest. This programme as well as what 
I have tried to say should make you 
aware of the pivotal role that you can play 
in the progress of the factory where you 
are working and of the sugar industry as 
a whole. You are all specialists in your 
line. 

Unfortunately, the trouble with too 
much specialisation in one subject is that 
we become like individual trees in a forest 
witnout realising that we are part and 
parcel of the forest. I hope that some of 
the lectures in the programme have also 
stressed the point that though you are 
important in your own field of activity you 
are part of bigger organisations also or, 
namely your factory, your industry, your 
society and that the thrust of all your work 
should be towards the development and wel¬ 
fare of all these organisations. You have 
to guard against complacency and against 
your daily toutine making you into a fossil 
You have to keep the windows of your 
mind open so that fresh ideas keep your 
interest in what you are doing alive and 
your search for making the tomorrow of 
your factory and your society better than 
it is today. 1 wish you all good luck and 
success in this endeavour. 
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window on the world 


Pros and cons of 


negative income tax 


How most effectively to help persons with 
substandard incomes? How to iron out 
the administrative problems that arise as 
social welfare schemes become more com¬ 
plex? How to take account of the inter¬ 
action, not always desirable, between 
such schemes and personal taxation? 

These questions are being raised in many 
OECD countries today. What have come 
to be known as “negative income tax” 
schemes have attracted interest as offering 
a possible answer and even, with the more 
ambitious variants of such schemes, per¬ 
mitting a major redistribution of incomes 
between income groups, although 1 per¬ 
sonally regard the obsession with the 
redistribution of wealth that exists in 
several European conditions as one of the 
most harmful phenomena of this unsuccess¬ 
ful age. What we need is not fewer but 
more millionnaircs ! In other words, we 
should be concentrating on how to add 
to existing wealth rather than redistribute 
it. Redistribution strikes at the gifted, 
the able and the independents it creates 
dull uniformity and conformity-—drab 
crowds. 

basic ♦saturss 

The OECD has just issued a report 
Negative Income Tax : An Approach to the 
Co-oi dination of Taxation and Soda! Wel¬ 
fare , which describes the basic features 
of negative income tax schemes, and the 
problems raised for their effective imple¬ 
mentation. As governments have come 
to accept responsibility for wide-ranging 
social objectives, the scope of welfare 
programmes—broadens—and their com¬ 
plexity increases. At the same time, an 
increasing proportion of GNP is being 
absorbed by taxation, and there has been 
a rise in the number of people in lower 
income brackets who pay personal taxes. 

Generally, the development of the social 
welfare and taxation systems have not been' 
coordinated and as a consequence they 
may work at cross purposes; people at 
the low end of the income scale may find 
that, with a given increase in income, the 
loss of social benefits plus* the increase in 
personal taxation may, on balance, leave 
them slightly better off than they were 
before—or even woise off In other 


words, their effective tax is veiy high 
indeed. 

Such inequitable treatment diminishes 
the incentive to work and encourages tax 
evasion, besides thwarting attempts to re¬ 
distribute income through social welfare 
schemes and the personal income tax. 

It is in this context that the idea of in 
some way unifying personal taxation and 
welfare systems began to attract atten¬ 
tion. One proposal to achieve greater har¬ 
monisation between the two systems is 
by what have come to be known as nega- 


tive income tax or NIT systems. 

An NIT system attempts to comple¬ 
ment the positive (i.e. normal) income tax 
system by providing payments to those 
whose incomes are below some basic level, 
a soit of tax in reverse. The amount of 
this supplementary income varies accord¬ 
ing to a family's size and earned income 
and is given in the form cither of tax 
allowances or credits, which may be offset 
against personal income tax liability, or 
by direct cash payments if they exceed the 
tax liability. The net supplement to in- 
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come falls as’a family’s income increases 
and, at some level of income (known as 
the break-even point), it declines to zero. 
Above this break-even level, normal in¬ 
come taxes are paid. 

Such a system, it has been argued, would 
make it possible to see what the overall 
impact of tax and social systems is on 
the individual. Decisions on both social 
welfare and taxation could thus be taken 
in the light of better knowledge of the 
taxpayer’s overall position. The negative 
income tax enables social benefits to be 
provided automatically to recipients with- ’ 
out the stigma that may accompany other ' 
arrangements. Indeed the failure of per- ] 
sons who arc entitled to benefits to take 
them up --either because of ignorance of 
their rights or shame at having to make 
the claim—is one of the drawbacks of 
existing social welfare systems. 

Although the attraction of such a 
scheme can be easily perceived—simplicity, 
avoidance of high marginal tax/benefit 
rates, sharper definition of the scope of 
welfare systems—in practice, OECD’s 
report notes, it has limitations. In some 
countries the existing institutional frame¬ 
work may not be suited to the introduction 
of an NIT scheme: if, for example, j 
reliance on the personal income tax as a I 



source of revenue is very low, if a large 
proportion of the population is outside 
its scope or if no machinery exists for 
automatically deducting taxes from earn¬ 
ings. It is thus no accident that in the 
United Kingdom, the only country at 
present contemplating the introduction of 
an NIT scheme, income taxes are high 
and are paid by most of the working 
population, whilst there is an existing 
scheme for deducting taxes from the 
earnings of employees at source. 

Aside from these institutional cons¬ 
traints, an NIT may be irrelevant to the 
problems that are currently occupying 
policy-makers. Thus, for example, as in 
France, with its relatively low tax rate and 
a system of social transfers generally 
independent of income there may be no 
problem of sudden increase in taxes or 
loss of benefits. Or a country may consi¬ 
der that its existing welfare system provides 
an adequate supplement to income (e.g. 
Denmark and Sweden). Such a country 
may feel that its major problem is to alle¬ 
viate the causes of poverty; something 
which may be more effectively achieved 
by rehabilitation and re-education pro¬ 
grammes than with an NIT. 

Even if an NIT system is considered 
relevant and feasible, its introduction 


necessarily involves a trade-off between 
three policy objectives: providing an ade¬ 
quate income guarantee, avoiding serious 
work disincentives and ensuring that the 
transfer and administrative costs of any 
scheme are acceptable. The report ex¬ 
plains in some detail why this is so, and 
describes the wide range of technical 
problems which must be resolved if any 
scheme is to function effectively, for exam¬ 
ple, how the family unit should be defined; 
what should be the size of the allowance 
in relation to the composition of that 
family and how income should be defined. 

The OECD report suggests no single 
conclusion because it seems fairly dear 
that NIT schemes are much better aaapted 
to some countries' circumstances than to 
others. Administrative simplicity and the 
content and quality of certain countries' 
social welfare programmes may be en¬ 
hanced through streamlining tax and 
social welfare schemes, but in others NIT 
schemes would create new and additional 
administrative or policy difficulties. An 
attempt to use NIT to bring about a 
substantial redistribution of income as 
between income groups in a given popula¬ 
tion would soon involve large budget 
transfers for which it could be difficult 
to secure public acceptance. 



Meeting the Challenge of' 
Developing Society by 
Undaunted Entrepreneurship 
Seared to deaeration of 
National Wealth and \ 
Envelopment of National 
Talent and Emplopent 
Opportunities. 


J.K auAwuTtmi •*£* 


bf National Talent and Entrepreneurship 



lumN GcoNCMpr 


782 


ociaapm 24 .1975 




WINDOW ON THE WORLD 


Tale of bankrupt cities 


This is the story of a lot of bankrupts. 
There is an increasing number of them 
about and the biggest bankrupts of all are 
the cities Europe has some outstanding 
examples; t h oiJtf te iLled States is sickening 
for ar^S^Sm^ nnancial crisis. It is a 
phenomenon that begins to worry govern¬ 
ments in both continents, although it will 
be taken in hand later rather than sonner 
because it cuts uncomfortably across 
generous social policies satisfying to the 
voters on whom all government parties 
keep a wary eye and because the “moment 
of truth” is always put off as long as possi¬ 
ble. 

In west Europe—for in east Europe no 
such thing as bankruptcy is acknowledged 
to exist—the leading capital exponent of 
running a city ever deeper into the red is 
Rome. In fact, Naples is so hopelessly 
bankrupt as to make even Rome's finances 
look compaiatively stable but Naples is 
not a capital, it is Europe's incurable sick 
man and in bankruptcy, corruption and 
inefficiency with charm regularly shows 
Rome the way. Naples is Italy's perma¬ 
nent bad joke, with Venice its permanent 
tragedy and Rome its most prominent 
scandal. But Italy should not be too 
severely taken to task: several other capi¬ 
tals, not excluding London, Paris and 
Vienna, are also in debt to various degrees 
of depth, with no discernible way out and 
a reasonable certainty of getting steadily 
further into the red. Deficit financing has 
become almost a way of life with cities and 
bigger towns: the one thing their citizens 
can be certain about is that living in them 
will become progressively more expensive. 

deep In debt 

t In the United States, New York—the 
I llation’s biggest among the very big and 
thus the wealthiest—would not even be 
f able to pay off its bonds, so deep in debt 
* has it fallen. The dilemma of New York, 

I now seeking loans from a stern Calvinist 
■ US Treasury Secretary who regards pro¬ 
fligacy as sin which carries its own unavoid- 
; able penalty, has made many other United 
, States cities take a frightened look at their 
; finances. About twenty of them have 
found they are so sunk in the financial 
mire that they will not be able to pay off 
their bondholders on settlement date 
either. They have joined New York as 
suppliants before the Joint Economic 
Committee of Congress for help to avoid 
default. 

The financial plight of New York and the 


score of polential defaulters has created 
a far more panicky effect in the USA, and 
especially in Washington, than any hoary 
deficits in west Europe. The Americans, 
with their strong puritan tradition, have 
a far more tender conscience about debt 
and defaulting than any Europeans: the 
Teutonic and Scandinavian peoples may 
worry a little and satisfy themselves with 
reproachful criticisms but the Latins of 
Europe generally lake debt easily in their 
stride in very much the same way as they 
do inflation. If money is short make more 
of it in the form of paper money. Eco¬ 
nomy is something of a dirty word and 
temporary deprivation to reduce debt not 
to be thought of. 

a symbol of the US 

But for New York to go bankrupt would 
genuinely shock even the most unshockablc 
of Europeans. New York city is a symbol 
of the United States. For this city to 
collapse financially would create a shock 
in Europe which no financial misfortune 
nearer home could equal. A New York 
bankruptcy would be a shock to inter¬ 
national confidence which could trigger 
off a run on major banks throughout the 
world. It could weaken the value of the 
resurgent dollar on the foreign exchange 
markets and check the incipient economic 
recovery of the USA itself. There is more 
than $ 40 billion-worth of foreign-port¬ 
folio investments in the USA which could 
risk liquidation if foreign investors lost 
confidence through a New York financial 
collapse. As foreigners wait the outcome 
of New York's problems European invest¬ 
ment in the United States has already 
stopped and a part of foreign funds there 
have been put temporarily into gold. 
So far, there has been no withdrawal of 
foreign funds from the USA partly because 
alarm may be only temporary but largely 
because, there arc no other financial mar¬ 
kets broad enough to absorb such vast 
quantities of funds while affording investors 
a high degree of liquidity. At the moment, 
foreign investors and foreign governments 
not least the West German government, 
are very nervous about the situation threa¬ 
tened by New York’s insolvency and the 
present disinclination in Washington to 
take rescue measures. 

No city in Europe except London or 
Paris would create such a furore if they 
were not in a position to pay their bond¬ 
holders on due date; if either ever had to 
default or seek delays the international 
effects would not be so potentially serious. 


E. B. Brook, Vienna 


But the example of New York—which, 
after all, is not the US capital—shows that 
big city finances are more important than 
their parish pump politicians realise. To 
some extent all municipalities, big and 
small, are the victims of inflation, rising 
costs for material and wages and of 
demanding citizenries: but there is doubt¬ 
less a great deal of waste in administration, 
in trying lo run ambitious schemes with 
planners and staff not adequate to the job 
and in sheer frivolous projects. A shar¬ 
per government regard to what cities and 
large towns are doing in spending public 
funds would help to make Europe a more 
healthily financial area. 


While New York gives the USA’s repu¬ 
tation for economic stability a shaking the 
US dollar benefited from the OPEC oil-price 
rise of 10 per cent till next July because 
of the universal feeling that the United 
States could withstand the increase more 
easily than many European economies. 
The renewed weakness of the pound sterl¬ 
ing, partly due to selling in the middle 
east, and the large transfers from pounds 
to continental currencies—especially to the 
French franc—has made the prospect of 
the £ becoming worth only two US dollars 
an almost immediate prospect. Sterling’s 
trade-weighted average depreciation 
against 10 major currencies since the 
December 1971 currency realignment has 
gone as far as 28.7 pci cent. 

a real risk 

By the end of this year the 
depreciation will probably be at least 
30 per cent which would mean 
a real risk of a mere two-dollar pound. 
There is a possibility that within three 
months the £ will even be below the two- 
dollar level. The $ 2 rate would be psycho- 
logically important: the Bank of England 
would certainly intervene strongly 
lo try to check a fall below that 
level but the Eurosterling market has 
become so big it is already difficult 
for the Bank of England to make 
much impact on it. The possibility of a 
“left of left'’ development within the "ruling 
British Labour party is causing concern 
[on both sides of the Atlantic and especially 
among the Common Market membership. 
The most healthy sign from a Britain 
widely regarded as stagnating would be 
that of active awareness by most major 
British companies that their health depends 
at last as much on sales in major foreign 
markets as at home. On the continent. 
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the British are regarded now as just not 
competitive. 

The French, now benefitting from the 
£’s weakness, began to take advantage of 
the dollar's weakness two months ago to 
depress the value of their franc on foreign 
exchanges. The French Treasury has now 


informed banks that it will no longer 
authorize foreign borrowings by private 
or public companies. Total French 
borrowings abroad are about 25 billion 
francs, mostly in US dollars. The French 
now want a weaker franc to help sell 
French goods in the middle east and 
other dollar-orientated countries. Paris 


aims to keep the franc at the bottom of its 
range in the European joint float against 
its European competitors^ As in the War* 
kct’s farm and wine policies* the French 
look consistently to home interests first 
and are adept in using their currency 
for this purpose. 


International grain Washington 

reserves: US proposal 


The United States has presented a 
detailed proposal for a 30-miilion metric- 
ton international grain reserve to be used 
to stabilize world supplies.and prices during 
times of shortage. The proposal was off¬ 
ered at a preparatory meeting of the Inter¬ 
national Wheat Council (IWC)in London 
on September 29 by US Assistant Secre¬ 
tary of Agriculture, Richard E. Bell. The 
proposal calls for a reserve of about 25 
million tons of wheat and five million 
tons of rice. The US statement said that 
a stock of this size would be sufficient to 
offset over 90 per cent of world produc¬ 
tion shortfalls. 

Other features of the US plan Include: 

—The shares to be held by participating 
nations would be determined by their 
past grain production and trade, and by 
their financial capacity. 

—If there were signs of a coming 
grain shortage, but the evidence was 
still not firm, the first, or “warning” 
stage of the system would go into effect. 
Participants would consult to decide 
what action, if any, was warranted. 

—The second, or “shortage” stage 
of the system would go into operation 
when a shortfall was clearly identified. 
Participants then would be obliged to 
make available the reserve stocks they 
are holding, to be sold at market prices. 

free to choose 

—•The reserves would be held separa¬ 
tely by the participating countries, and 
each country would be free to determine 
how its reserves were established and 
maintained. 

—Participation in the agreeement 
would be open to all governments repres¬ 
ented at the World Food Conference and 
the government of any country party 
to the International Wheat Agreement. 

•—Special assistance would be extend¬ 


ed to participating developing countries 
so they could meet their reserve obliga¬ 
tions without undertaking undue financial 
burdens. 

Following is the complete text of the 
US proposal: 

Twice in this decade unpredictable 
shortfalls in world grain production have 
sharply reduced available supplies. The 
consequences have been manifested in 
widely fluctuating prices and abruptly 
altered consumption and trade patterns. 
In these circumstances, the most affected 
have been those developing countries 
whose economies are most vulnerable. 
But all countries have been affected 
by the cost of adjustments to fluctuating 
grain supplies. After considering the 
issue, the World Food Conference stres¬ 
sed the urgency of international action 
to enchancc world food security, which 
may be defined as a reasonable assurance 
of the availability of adequate food 
supplies. 

nationally-held stocks 

An international agreement on natio¬ 
nally-held grain reserves would provide 
a means for offsetting a significant por¬ 
tion of serious global production short¬ 
falls to moderate their disruptive effects. 
In these proposals the United States out¬ 
lines a concept for such a reserve agree¬ 
ment. Reserves, for this purpose, would 
be holdings in excess of normal working 
stocks. These are estimated to be 10 per 
cent of national production or consu¬ 
mption, whichever is larger. On this 
basis, world working stocks arc approxi¬ 
mately 100 million metric tons of all 
grains. Reserves would be slocks above 
this level. 

The reserve stocks would need to be 
large enough to meet a substantiate por¬ 
tion of major production shortfall. A 
reserve sufficient to offset potential 


production shortfalls completely would 
be unrealistically large and costly. A 
reserve adequate to offset at least 90 per 
cent of production shortfalls would 
significantly enhance food security while 
being more feasible from the standpoint 
of size and cost. 

ensuring food security 

Since the emphasis is on improving 
food security, a reserve of 30 million tons 
of wheat and rice, the most generally con¬ 
sumed foodgrains, should be establish¬ 
ed. Wheat is the most widely traded 
foodgrain and is highly substitutable 
for rice. The Reserve could be divided 
along the lines of 25 million tons of 
wheat and five million tons of rice. 

This stock would be sufficient to off¬ 
set over 90 per cent of projected devia¬ 
tions below the world production trend 
and would meet all of the criteria propos¬ 
ed here. Consideration should be given 
to whether stocks of coarse grains are 
needed, since these are used for food in 
some areas of the world and a shortfall 
in the production of feedgrains increases 
the demand for wheat as animal feed. 

The responsibility for holding reserves 
will need to be equitably shared among 
participants. The criteria for determin¬ 
ing these shares should take into ac¬ 
count historic role pf participants Jbn 
grain production and trade and financial 
capacity, and should be based upon 
generally available and accepted data. 
Measures of trade in foodgrains, gross 
domestic product, and variance in pro¬ 
duction meet these criteria. Continual 
tion of full production policies on the 
part of major producers should provide 
supplies of grain adequate to permit 
the build-up of reserves. However, inter¬ 
nationally agreed rules or guidelines will 
be required to assure properly coord¬ 
inated action. Action to increase 
reserve holdings would be triggered by 
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a quantitative indicator based upon stock 
levels and deviations in production 
Prom the long-term production trend. 

Likewise, agreed rules of guidelines 
would be needed to govern draw-down 
of reserves. There must be a clear pre¬ 
sumption that all participants will make 
reserves available when needed. Con¬ 
versely* reserves must not be released 
prematurely or excessively and thus un¬ 
necessary depress market prices. Natio¬ 
nal action to release reserves would be 
triggered by a quantitative indicator 
based on stock levels and production 
shortfalls operating in a manner similar 
to that for acquiring reserves. 

A reserve system based on a two-stage 
response to shortage situations would 
provide flexibility in meeting short supply 
situations, while assuring that reserves 
would be released when needed. 

(1) Warning Stage: When a potential 
shortage situation—defined by an agreed 
indicator—was identified, participants in 
the agreement would consult to determine 
what action, if any, was warranted and 
to coordinate the measures each would 
take within previously agreed guidelines. 

These guidelines could provide for: 

—Measures to reduce stocks (apart 
from reserves) ; 

—Reduction of wheat feeding to live¬ 
stock; 

—Reduction or elimination of export 
barriers; 

—Exchange of additional information 
on anticipated production and trade 
levels including purchase and sale 
Ians of government-constituted 
uying and selling agencies. 

agreed indicator 

(2) Shortage Stage: When a shortage 
situation was identified by an agreed 
indicator, participants would be obliged 
to make available reserve stocks up to 
the reserve holding commitment of each. 
The quantities to be made avilable would 
be determined through consultation, 
taking into account the supply situation 
in participating countries and the effect 
of actions previously taken in the 
warning stage. If a participant were 
willing to make more than the minimum 
quantity agreed upon, it could do so. 

Participants in the system should 
receive assured access to supplies at 
maket prices. Non-participants or parti- 
cipapants not complying with the agree¬ 
ment, would not be assured of obtaining 
access to reserves held by others. Should 
a shortage be so severe that participants 
were forced to apply export restraints 
after having taken the measures outlined 
in the warning and shortage stages above, 


they would give preferential treatment 
to other complying participants. 

Participation in the agreement should 
be open to all governments represented at 
the World Food Conference and the 
government of any country party to the 
International Wheat Agreement. 

A government could withdraw from 
the agreement upon due notice, but would 
be required to fulfill its commitments 
under the agreement with regard to the 
management of reserves for the current 
crop year and the crop year immediately 
following. The agreement would have 
a five year term but could be dissolved 
12 months after a decision effected by a 
majority of the votes of both the export¬ 
ing participants and the importing 
participants, counted separately. 

global reserves 

Special assistance should be extended 
to participating developing countries to 
assist them with meeting their obligation 
to hold a portion of global reserves. 
Developing countries with larger reserve 
obligations could be provided with 
financial or food aid to help them meet 
their commitments. The aggregate shares 
of developing countries with small 
reserve obligations could be added to 
the reserve obligation of developed 
participants without greatly increasing 
these commitments. This dual approach 
would help assure that reserve targets 
were achieved in developing countries 
without imposing an undue financial 
burden. 

Each participating country should be 
free to determine how its reserves will 
be maintained and what measures to 


World production of copper has expanded 
considerably during the war to a rate of better than 
1 million tons yearly, nearly 50 per cent above the 
immediate pre-war years. The United States 
stand first with an expanded productive capacity 
of over 1 million tons which is about twice the 
domestic consumption in 1918. In addition, the 
United States have during the war period imported 
about 1 million tons from Chile, Peru, Mexico. 
Canada and Africa. The government even absor¬ 
bed the import duty of 4 cents a pound. Now with 
the cessation of military demand, imports will 
decrease to very modest proportions; and a Large 
part of the l million tons used during the war can 
be recovered. It is expected that such copper as 
may be recovered from military scrap wiU supply 
quite a sizeable part of the world's needs. The 
US government stocks of copper amount to 400 
thousand tons and stocks with fabricators and 


provide for their build-up, holding and 
draw-down. 

However, participants would have to 
assure their ability to fulfil their obliga¬ 
tions under the agreement. The agree¬ 
ment would not attempt to specify the 
manner in which individual participants 
would meet their obligations. 

exchange of information 

To accomplish its objectives, the 
system would require provision for ex¬ 
change of information and data regard¬ 
ing crop prospects, supply availabilities 
and stock, anticipated demand and inter¬ 
national trade in grain. Such informa¬ 
tion would be needed on a timely basis. 

The agreement would need to provide 
for governing and executive bodies as 
appropriate. These bodies, and the 
agreement itself, could be independent 
of existing international organisations, 
but the International Wheat Council 
could be asked to provide facilities and 
the services of its secretariat to adminis¬ 
ter the agreement. Activities of the gov¬ 
erning bodies such as meetings, report¬ 
ing requirements, etc, would need to be 
coordinated to the extent possible. 

Administrative costs, e.g. for meeting 
facilities and the services of the secretariat 
would be borne: (1) By countries which 
are members of the IWC through their 
contributions to that organization; and 
(2) by countries not members of the IWC 
through their direct contribution to the 
IWC of a pro-rata share of these costs. 

Members of the reserves agreement 
would bear the costs of managing their 
own reserves. 


refiners 450 thousand tons. It would thus appear 
that considerable curtailment in copper mining 
activities resulting in large scale unemployment in 
the near future is a foregone conclusion, unless the 
government decide to 1 ‘freeze’' its stocks for any 
future emergency. More certain, however, in the 
cessation or considerable reduction of imports 
which wiU now' have to pry the 4 cents a pound 
duty. The copper surplus situation is, however, not 
confined to the United States alone hut is rather 
a worldwide phenomenon now. The problem of 
over production may assume high proportion 
since Germany and Japnn. both hrge consumers 
of copper will have their industrial capacity 
severely reduced. It is possible that copper produc¬ 
ing interest may gather and discuss steps to con¬ 
trol production. Intcr-govcrnmental negotiations 
have taken place earlier in the year and further 
developments will be watched with interest. 
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TRADE 

WINDS 


Aluminium Distribution 

The union government has 
announced new steps to curb 
undue accumulation of stocks 
with aluminium producers in¬ 
cluding excise duty “adjust¬ 
ments” in respect of “levy” 
aluminium (electrical grade) 
consumed by state electricity 
boards. The levy on aluminium 
production for EC grade metal 
is being reduced from 55 per 
cent to 50 per cent, and dis¬ 
tribution control on the non¬ 
levy metal (CG grade) will be 
dispensed with. The control 
over the price of non-levy 
aluminium had been lifted from 
July 15, 1975. Distribution and 
price controls over ‘levy' (EC 
grade) aluminium will continue. 

Export Scheme 

The government has also 
decided to give positive encou¬ 
ragement for export of some 
aluminium, taking advantage 
of the improved availability 
of the metal. A suitable 
scheme for this purpose will 
be drawn up shortly. The 
government also made it clear 
that no change in excise duty 
in respect of “non-levy” 
aluminium was being con¬ 
sidered. This clarifica'ion 
was intended for those con¬ 
sumers, who might have been 
slowing down their intake of 
aluminium in the expectation 
of some excise duty reduction. 

These decisions in effect 
mean further liberalisation ot 
the new aluminium policy 
announced by the government 
on July 15 last when a dual pric¬ 
ing system was adopted i.e. 
fixed price for the levy metal 
including ingots and wire rods 
and no price control for the 
non-levy (commercial grade) 
metal. 

With regard to EC. grade 


levy aluminium, the centre 
also has exempted the state 
electricity boards from the 
obligation of payment of the 
additional exicise levy of Rs 
3,000 per tonne imposed later. 
This is expected to avoid unne¬ 
cessary blockage of funds and 
have the way for prompt lifting 
of stocks by the state electricity 
boards. 

Syndicate Bank’s 
Golden Jubilee 

Syndicate Bank celebrated 
its golden jubilee on October 
20, 1975. The celebrations 
were held at the banks' head 
office in Manipal, Karnataka 
slate, under the presidentship 
of Mr C. Subramaniam, union 
minister of Finance. On the 
occasion of the celebrations, 
Mrs Sashikala Kakodkar, chief 
minister of Goa inaugurated 
the T.A. Pai Social Welfare 
Fund. 

Deposits with 
Non-Financial Firms 

The centre has permitted 
the Reserve Bank of India to 
adopt measures to cut non¬ 
banking companies (NBS) to 
size by discouraging the growth 
of deposits with non-financia! 
companies and by treating 
financial companies as “banks” 
under the Banking Regulation 
Act, 1949. These measures 
have been planned on the 
basis of a report of a high- 
powered study group headed 
by Mr James S. Raj, Chairman 
of the Unit Trust of India. 
The present ceiling of 15 per 
cent of the net owned funds of 
non-financial companies in 
respect of unsecured loans 
guaranteed by their directors 
will be reduced by five per cent 
from January. 1, 1977 and 

totally abolished a year later. 


The same time-period formula 
will be applied to do away 
with deposits of investment 
companies. 

Further, deposits with 
hire-purchase finance and loan 
companies will not be allowed 
to exceed 10 times their net 
owned funds. The present 
exemption in the case of 
housing finance companies in 
respect of the ceiling on depo¬ 
sits will continue. As regards 
‘nidhis’, money received from 
their members are excluded 
from the term ‘deposit’ and as 
such the ceiling on deposits 
will not apply to them and the 
status quo will be maintained. 

No insurance cover will be 
extended to deposits with the 
non-financial companies since 
it will be conceptually wrong 
to confer on unsecured 
company deposits the same 
protected status as has been 
conferred on bank deposits. 
A degree of risk is an inevitable 
concomitant of higher interest 
rate offer on company deposits. 

No Ceiling 

The minimum period of 
deposits (six months) will be 
maintained, while the maximum 
duration of deposits will not 
exceed three years. There will 
be no ceiling on the rates of 
interest offered by non-finan¬ 
cial and financial companies 
on deposits received from the 
public as well as interest rates 
chargeable on advances by 
financial companies. The non- 
financial companies will be 
required to maintain in the 
form of liquid assets, excluding 
cash in bank, a sum not less 
than 10 per cent of their depo¬ 
sit liabilities maturing during 
course of the year. Deposits 
received by companies from 
their directors, as well as by 
private companies from their 
shareholders, will continue to 
be exempted. 

The exemption of inter¬ 
company deposits currently 
available under the compa¬ 
nies (Acceptance of Deposits) 
Rules, 1975, will be modified 
to continue it only where the 
recipient company is a new 
company which has gone into 
commercial production and 


which does not accept deposits 
on its own from the public, Jn 
other cases, to get the benefit 
of exemption, the recipient 
company is required to obtain 
the prior approval of the 
union government. The 
arrangement of exemption in 
respect of security and dealer¬ 
ship deposits accepted by 
manufacturing companies as 
a traditional business practice 
will continue. Convertible 
debentures and bonds will be 
exempted from the term 
“deposit”. 

Paid-up Capital 

Every financial company 
other than a nidhi which 
commences business after the 
proposed regulatory measures 
are brought into force must 
have a paid-up capital of not 
less than Rs 5 lakhs. If such a 
company has to conduct 
business only at one place with 
a population of less than five 
lakhs, the paid-up capital will 
not be less than Rs 2 lakhs. As 
regards an existing company 
other than a nidhi, the net 
worth will not be less than Rs 2 
lakhs if it conducts it business 
only one place with a popula¬ 
tion of less than five lakhs. 
In any other case, the net worth 
should not be less than Rs 5 
lakhs. 

The financial companies will 
be required to transfer to the 
reserve fund a sum equivalent 
to not less than 20 per cent of 
their annual profits before 
declaring devidends till such 
time as the amount in the 
reserve fund is less than the 
paid-up capital of the company. 

Agreement en Double 
Taxation 

A delegation led by Mr S.R. 
Mehta, chairman. Central 
Board of Direct Taxes, recently 
visited USA, Canada and 
Czechoslovakia for negotiating 
comprehensive agreements for 
the avoidance of double taxa¬ 
tion of income, with these 
countries. Following the 
recent meeting of the lndo-US 
joint commission, discussion 
on the tax treaty were held in 
Washington on October 16 
and 17, 1975, A tax delega¬ 
tion from Canada visited 
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this country in April 19?4, 
when preliminary discussions 
were held for avoidance of 
double taxation agreement 
with that country. Simiiarly : 
a tax delegation from Czecho¬ 
slovakia visited New Delhi in 
in October last year for nego¬ 
tiating a similar agreement. 

Seminar on New 
Economic Order 

At the instance of UNCTAD 
Secretariat, the Indian Institute 
of Foreign Trade has scheduled 
a national seminar on the New 
International Economic Order 
and UNCTAD IV: Implica¬ 
tions for India, between 
November 12 and 15, 1975 at 
Ashoka Hotel, New Delhi. 
Similar seminars are being 
organised in Bangladesh. Indo¬ 
nesia, Malaysia, Pakistan, 
Philippines, Sri Lanka, Thai¬ 
land and Singapore by certain 
,designated agencies. It is 
understood that these national 
seminars will lead to a regional 
seminar for Asia early in 
December, 1975. The objective 
of the seminar is to create 
enlightened public opinion on 
development issues to be dealt 
with at the Fourth Session of 
UNCTAD to be held in 
Nairobi, in May, 1976. 

Indo-Sudan Trade 

An Indian trade delegation 
went to Khartoum for negotia¬ 
tions for resumption of trade 
between India and Sudan. 
There is now no trade exchan¬ 
ges between the two countries 
following Sudan's decision 
to snap commercial exchanges 
with India in July last, for an 
indefinite period. Subsequently 
however, it had extended an 
invitation to India to send an 
experts team to discuss the 
matter. The trade ties were 
severed by Sudan because its 
cotton exports to India did not 
move as stipulated under the 
agreement. The cotton could 
not be imported because of 
two reasons. The price of 
Sudanese cotton was very high 
compared with the internation¬ 
al price. Secondly, India itself 
was faced with a surplus of 
long-staple cotton following a 
large-sized crop last year. 

Following Sudan’s decision 


to cut off trade dealings with 
India, negotiations for pur¬ 
chase of Sorghum and Gumar- 
abic which were half through 
were held up. A purchase 
mission of State Trading Cor¬ 
poration visited Khartoum to 
finalise deals but met with no 
apparent success The Indian 
delegation gathered the im¬ 
pression that Sudan will prefer 
to have an overall trade plan 
before any individual deals arc 
finalised 

Indo-Soviet Trade Talks 

The second round of Indo- 
Soviet talks for trade and pay¬ 
ments agreements for the next 
five yeais began recently in the 
Soviet Foreign Trade ministry. 
The talks, which continued 
till October 22. are expected to 
break new ground in commo¬ 
dities exchange and production 
cooperation. At present Indo- 
Soviet trade runs at Rs 650 
crores a year and it is con¬ 
sidered imperative to introduce 
qualitative changes in the 
pattern in order to raise the 
level by 150 to 200 per cent in 
the next five years as agreed 
in the November 1973 sum¬ 
mit meeting in New Delhi. 
India is anxious to sell 
more of its non-traditionul 
and manufactured items in 
addition to undertaking joint 
production ventures to meet 
Soviet market needs. India is 
also keen to take more supplies 
of crucial commodities requir¬ 
ed by its industries. 

AIMO on Bonus 
Amendment 

All-India Manufacturers' 
Organization welcomes the 
Payment of Bonus (Amend¬ 
ment) Ordinance issued by the 
government. The committee 
of AIMO has all along 
been stressing that the concept 
of bonus, unrelated to profit, 
production or productivity, is 
unjustifiable and is not in the 
overall interest of the econo¬ 
my. It is happy to note that the 
government* has recognised 
this and hopes that more such 
realistic and positive measures 
will be forthcoming. The 
measure is a reflection of the 
sense of growing economic 
realism on the part of govern¬ 
ment and will go towards im¬ 


proving industrial relations 
which were seriously disturbed 
in the last couple of years by 
bonus disputes. 

New Ship from England 

The minister of Stale for 
Shipping and Transport, Mr 
H.M. Trivedi, recently laun- 
thc 76,000-ton bulk carrier 
Kasturba from the Kingston 
shipyard of the Scott Lithgow 
Group at Port Glasgow, on the 
lower reaches of the Clyde. 
The minister named the vessel, 
being built for the Shipping 
Corporation of India Ltd, 
Bombay, on behalf of his wife, 
who was unable to attend. 
Kasturba is the sister ship of 
Jhansi ki Rani, which was 
delivered to the owners in 
December of last year. These 
arc two of four vessels ordered 
from the Scott Lithgow Group 
by Indian shipping companies. 

The cost of these ships is 
being financed from British 
government loans and grants 
to India under the aid 
programme. The first ship, 
Jag Prakash. 25.000-ton pro¬ 
ducts carrier, was built by 
Scotts Shipbuilding Co -a 
member of the Scott Lithgow 
Group—and handed over to 
the Great Eastern Shipping 
Company, in May 1974. The 
fourth vessel, still to be built, 
is for the Scindia Steam Navi¬ 
gation Co Ltd. 

BHEL Foundry Forge 

The new Central Foundry 
Forge Plant of Bharat Heavy 
Electricals Limited is taking 
shape in the vicinity of the 
Heavy Electricals Equipment 
Plant of BHEL, Ranipur 
Hardwar (UP) against the 
beautiful backdrop of the 
picturesque Shivalik foothills. 
This plant will specialise in the 
production of forgings and 
castings involving stringent 
technical requirements and 
complexity of shapes. The 
plant is being set up in techni¬ 
cal collaboration with M/s. 
Creusot-Loire of France. 
Mr. Mantosh Sondhi, Secre¬ 
tary, Department of Heavy 
Industry, minister of Industry 
and Civil Supplies, inaugura¬ 
ted construction of the forge 
shop in the plant on October 


16, 1975. It will be the main 
shop where steam turbine rot¬ 
or forgings and moving wheels 
(discs) for 200 MW, 120 MW 
and 100 MW unit sizes as also 
hydro-turbine items and motor 
shafts will be produced. 

With the establishment of 
the forging facilities, intricate 
components for nuclear reac¬ 
tors and other sophisticated 
items for atomic power plants 
and defence requirements 
can be catered for. The major 
equipment in the forge shop 
is a 2500-tonnc forging press 
with sophisticated hcat- 
treatment facilities. The shop 
is scheduled to commence 
production towards the end 
of 1977. 

Bharat Earth Movers 

A record -production of 
over Rs 67.14 crores was ac¬ 
hieved by the Bharat Earth 
Movers Limited (BEML), a 
public sector undertaking 
under th? ministry of Defence, 
during 1974-75. This increase 
was 42 per cent more than 
last year's production. Dur- 
the year under review BEML 
manufactured 535 pieces of 
heavy earth moving equip¬ 
ment and 303 all-metal broad- 
gauge rail coaches as com¬ 
pared to the last year's pro¬ 
duction of 492 pieces of earth- 
moving equipment and 302 
rail coaches. The current 
year’s production of heavy 
earth-moving equipment in¬ 
cluded 17 scrapers, 135 dum¬ 
pers of 25, 35 and 50 ton cap¬ 
acities, 25 motor garders, 47 
tiger wheeled tractors, 307 
crawler dozers of 90 HP, 180 
HP and 250 HP, and four track 
shovels. It is for the first 
time that BEML has manu¬ 
factured a track shovel with a 
bucket capacity of 2.3 cub. 
meters. 

Bharat Earth Movers earn¬ 
ed a gross profit of over 
* Rs 9.18 crores in 1974-75 as 
compared to last year’s profit 
of Rs 4.87 crores. Out of its 
profit the company has paid 
Rs 60 lakhs as dividend and 
has declared a bonus of 20 per 
cent for its workers. In 1974-75 
BEML exported . 50 broad- 
gauge rail coaches along with 
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spares of the total value of 
Rs 445 lakhs. It is for the 
first time that rail coaches 
have been exported by the 
company. In addition, Bull¬ 
dozers and Motor Garders 
valued at Rs 43 lakhs have been 
exported to Kuwait, Iraq and 
Bhutan. Apart from these 
direct exports, the company 
also delivered heavy earth- 
moving equipment worth Rs 75 
lakhs to the Oil and Natural 
Gas Commission for their oil 
exploration work in Iraq and 
to the Central Water and 
Power Commission for the 
Chukka Hydel project in 
Bhutan. The company is fur¬ 
ther intensifying its efforts to 
promote exports. It hopes to 
export equipment worth Rs 1 
crore during the current finan¬ 
cial year. 

Letter of Intent 

The Rail Coach Division 
of the BEML has diversified 
into other fields requiring 
similar production techniques 
such as heavy duty transport 
trailers. The government has 
already placed an order for 
100 units of 50-ton capacity 
trailers. The company has 
also received a letter of intent 
for 100 units of 20-ton capa¬ 
city heavy duty transport 
trailers. The 50-ton trailer has 
already been cleared, after 
extensive trials, and is now 
under production. The pro¬ 
totype for the 20-lon trailer 
is under assembly and is ex¬ 
pected to be available for 
rigor us trials very soon. 

Hindustan Cables 

During the year 1973-74, 
there was an appreciable rise 
in the production of the 
Hindustan Cables Limited, a 
public sector undertaking 
under the ministry of Industry 
and Civil Supplies. The actual 
production in 1973-74 was 
valued at Rs 15.2crores as 
compared to Rs 9.67 crores 


in 1972-73. The production of 
dry-core cables at Rupnarain- 
pur was 43.5 per cent more in 
1973-74 as compared to the 
previous year. There was an 
increase of 63.8 per cent in 
the production of coaxial 
cables and a rise of 20 per cent 
in the production of plastic 
cables and wires in 1973-74 as 
compared to the production 
in 1972-73. 

Total Profit 

Hindustan Cables Limited 
showed a total profit of 
Rs 1.92 crores before provid¬ 
ing for depreciation during 
the year 1973-74 as against 
Rs 0.66 crores in the pre¬ 
vious year. The net profit 
after providing for income- 
tax and development rebate re¬ 
serve was Rs0.56 crores in 1973- 
74 as against Rs 0.22 crores in 

1972- 73. This undertaking is 
developing various types of ca¬ 
bles, such as derivation cables, 
aluminium-sheathed 375 type 
coaxial cable, aluminium con¬ 
ductor local exchange cables, 
polythene aluminium laminate 
moisture barrier cables and 
self-supporting aerial cables. 

Hindustan insecticides 

During the year 1974-75 
Hindustan Insecticides Ltd. 
(HIL) surpassed previous per¬ 
formance in several areas of 
its activities and established 
new peaks by achieving a 
record production of Formu¬ 
lated DDT at 8247 tonnes 
against capacity of 8176 
tonnes. It also revealed a 
41 per cent increase in the 
sales turnover compared to 

1973- 74. During the year the 
sales turnover reached a new 
peak of Rs 879 lakhs sur¬ 
passing the record of Rs 623 
lakhs set up last year. The 
profit (before taxation) am¬ 
ounted to Rs 99.82 lakhs 
which is again an ail time 
record. Net profit was Rs 46.82 
lakhs. Besides, during the 


year, plans for diversification 
of company’s product range 
to bridge apart of the gap 
between country’s anticipated 
pesticides requirements and 
output were taken up. 

The general reserves of 
the company including what 
has been ploughed back for 
financing expansion/diversifi¬ 
cation plants working already 
stand at Rs 258.94 lakhs ag¬ 
ainst Rs 231 lakhs last year. 
The company has maintained 
the dividend rate at eight per 
cent on the paid up capital 
of Rs 1.25 crores i.e. Rs 10,04 
lakhs as paid to government 
last year. With this, the com¬ 
pany has paid to government 
a sum of Rs 104 lakhs by 
way of dividend since 1960-61, 
which represents the company's 
contribution to the national 
economy in addition to the 
taxes, duties etc. paid by the 
company. 

Decentralisation of 
Provident Fund 

The first sub-regional 
office as a part of the process 
to decentralise the adminis¬ 
tration of the Employees Fund 
Organisation was opened 
at Nagpur on October 19, 
1975. It will hefp about one 
lakh workers who were earlier 
covered by the Bombay re¬ 
gional office. The sub-regional 
officer being set up to stream¬ 
line the functioning of the 
fund organisation and to de¬ 
crease the pressure on the 
regional offices. It will help 
in eliminating delays in pro¬ 
cessing of claim applications. 

The government has also 
approved the opening of sub¬ 
regional offices at Surat and 
Meerut. A proposal for set¬ 
ting up of two more such 
offices in West Bengal is 
under active consideration. 
The main functions of this 
sub-regional office will be to 
maintain accounts of the Em¬ 
ployees Provident Fund and 


the Family Pension Fund. It 
will also issue annual state* 
meats of accounts to the mem¬ 
bers and settle claims of the 
outgoing members or their 
nominees. 

New Loan Floated 
by TNEB 

The Tamil Nadu Electricity 
Board is floated a loan of the 
nominal value of Rs 475 lakhs 
to provide additional resources 
required by the board for 
financing its capital outlay 
during 1975-76. 

The loan, subsciiptions were 
opened on October 20 and 
will close on October 25, and 
would have a currency of ten 
years. 

The issue price of the 6£ 
per cent Tamil Nadu Electri¬ 
city Board Loan, 1975, will be 
Rs 98.85 for every Rs 100. 

Names in the News 

Mr A.K. Dutt, Joint Secre¬ 
tary in the Department of 
Banking has been appointed 
the new Managing Director of 
the Food Corporation of India 
(FCJ). He will succeed Mr 
N. Narasinha Rau, who will 
shortly relinquish charge to 
take over his new assignment 
as the Health Secretary of 
Karnataka. Mr Dutt was 
earlier FCI zona : manager 
(East) and is Chief Commercial 
Manager at the headquarter. 

Mr Shantilal K Somaiya, 
industrialist and Director 
of Godavari Sugar Mills Ltd, 
was declared elected President 
of the Sugar Technologists, 
Association of India. Mr 
Somaiya is the past-president 
of the Indian Sugar Mills 
Association, The Deccan 
Sugar Technologists’ Associa¬ 
tion and of All India 
Distillers’ Association. He 
recently completed his term 
as the President of All India 
Manufacturers’ Organisation. 
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COMPANY 

AFFAIRS 


Sctndia Steam 

Scindia Si earn Navigation Co 
Ltd. has reported splendid 
working results during the 
year ended June 30, 1975. The 
total turnover, including other 
receipts, shot up to Rs 88.79 
crores from Rs 68.34crores in 
1973-74 while gross prolit 
jumped to Rs 22.10 crores 
from Rs 15.26 crores in the 
preceding year. The record 
earnings have prompted the 
directors to double the divi¬ 
dend to Rs 4.80 per share. Of 
the recommended dividend, 
a sum of Rs 2.40 per share will 
'be paid immediately and 
the balance will be paid in 
two equal instalments as 
deferred dividend. 

Out of the gross profit, the 
directors have appropriated a 
sum of Rs 7.37 crores to depre¬ 
ciation reserve as compared to 
Rs 6.41 crores while the allo¬ 
cation to development rebate 
reserve was reduced from Rs 
2.10 crores to Rs 2 crores. 
Taxation claimed Rs 6.05 
crores as against Rs 65 lakhs 
only in 1973-74. 

Statutory Reserve 

A sum of Rs 1.50 crores 
was transferred to general 
reserve as the statutory 
reserve as against no pro¬ 
vision prcvioulsy while a 
sum of Rs 1.60 crores was 
allotted for deferred taxation 
reserve in lieu of initial depre¬ 
ciation in respect of the vessel 
acquired during the year as 
compared to no allocation in 
the earlier year. Adding Rs 
22 lakhs being the amount 
brought forward from the 
previous year, the surplus 
available for disposal came to 
Rs 3.80 crores. The proposed 
dividend will absorb Rs 3.25 
crores leavingJRs 55 lakhs to 
be carried forward. 

The company owns a fleet 
of 46 vessels having 531,953 
GRT. It expects the delivery 


of albulk carrier of 45,000 
GRTjJin 1976. Moreover the 
company is having discussion 
with the Hindustan Shipyard 
[ for purchase of two mini bulk 
carriers. 

Bally Jute 

Although the directors of 
Bally Jute Company Limited 
have recommended declaration 
'of dividend on preference 
shares for the year ended 
March 31, 1974 and 1975 and 
on ordinary shares for the year 
ended March 31, 1975, for 
consideration of the share¬ 
holders at the annual general 
meeting called on September 
24, 1975, in view of the stand 
taken by the Department of 
Company Affairs, dividend 
calculable with reference to 
earlier year cannot be paid out 
of the profits of the subse¬ 
quent year under Section 4 
of the Companies (Temporary 
Restrictions on Dividends) 
Act 1974. As such, dividend 
on preference shares for the 
year ended March 31, 1974 
cannot be paid out of the pro¬ 
fits of the company for the year 
ended March 31, 1975, and 
unless arrears of preference 
dividend for 1973-74 is paid, 
f no dividend on preference and 
ordinary shares for 1974-75 
can be paid. Hence the share- 
? holders present at the annual 
general meeting of the com¬ 
pany held on September 24, 
1975 decided not to declaie 
any dividend. 

Premier Tyres 

Premier Tyres has reported 
striking improvements in its 
working results during the 
year ended June 30,1975, sales, 
profits and dividend all being 
significantly higher than in 
1973-74 which covered a period 
of 15 months. The equity 
dividend has been stepped 
up to 18 per cent from 11 
per cent paid in the preceding 
15 month period. Of the pro¬ 


posed dividend 12 per cent 
will be paid this year and the 
balance on two equal annual 
instalments on a deferred 
basis. The company has 
earned during the year a gross 
profit of Rs 3.28 crores on a 
turn over of Rs 37.67 crores 
as against Rs 3.15 crores on a 
turnover of Rs 24.17 crores in 
the preceding 15 month period. 
Out of the gross profit, the 
directors have appropriated a 
sum of Rs 38 lakhs to depre¬ 
ciation reserve as against Rs 
81.16 lakh in the preceding 
year while no provision has 
been made for development 
rebate reserve a against Rs 
7.28 lakhs provided previously. 
The transfer to general reserve 
was stepped up from Rs 2.2 
crores to Rs 2.9 crores. A 
sum of Rs 1.82 crores was 
earmarked for taxation and the 
tax liability will be met out of 
the general reserve. In 1973- 
74 taxation absorbed Rs 1.59 
crores. The recommended 
equity dividend will claim Rs 
32.40 lakhs, Rs 12.60 lakhs 
more than in 1973-74. 

Indian Aluminium 

fn the first six monihs of 
1975, fndaPs sales revenue, 
including excise duty, totalled 
Rs 346.2 Trillion as against 
Rs 275.3 million in the com* 
parabrs period of 1974. The 
Rs 70.9 million gain was 
primarily due to additional ex¬ 
cise duties and the aluminium 
price increases permitted by 
government to compensate 
for raw material price increase 
and additional power costs. 
Profit before tax and transfer 
to development rebate reserve, 
however, declined by 15 per 
cent to Rs 23.1 million, com¬ 
pared to the corresponding 
period of 1974. This was due 
partly to further underutilisa¬ 
tion of capacity and partly to 
the metal price increases not 
fully offsetting cost increases. 


Net profit of Rs 15.6 million 
was marginally higher than the 
Rs 15.2 million earned in the 
same period of last year, on 
account of lower provisions 
for development rebate reserve 
and taxes. 

Restricted Production 

Power shortages and inter¬ 
ruptions restricted the com¬ 
pany’s metal production in the 
half-year to 33,227 tonnes, i.e. 
about 62 per cent of effective 
capacity. Although total 
aluminium production in the 
country during this period at 
69,000 tonnes showed some 
improvement over the 62,050 
tonnes produced in the fiist 
half of 1974, it was consider¬ 
ably lower than the 76,844 
tonnes produced in the first 
half of 1973 and the 93,844 
tonnes in the first half of 1972. 
The second half of Indal’s new 
20,000 tonnes smelter at Bel¬ 
gium in Karnataka was com¬ 
pleted and commissioned, ex¬ 
cept for certain minor ancil- 
laries, but production from 
the new facilities continues to 
be negligible owing to power 
shortages. In view of the 
provisions of the Companies 
(Temporary Restrictions on 
Dividends) Act, 1974, the 
directors have not declared 
an interim dividend for 1975. 

Syndicate Bank 

Syndicate Bank completed 
50 years on October 20. 1975 
and it celebrated its Golden 
Jubilee at its head office in 
Manipal recently. The five 
decades of its existence have 
brought many innovations in 
the banking system. A strong 
rural bias right from its 
inception, the introduction of 
the first small saving scheme 
(Pigmy), employment of women 
and opening of all women's 
branches, agricultural finance 
and advances to the neglected 
sectors on a large scale have 
established the bank as a leader 
in the field. The bank through¬ 
out its existence has been 
contributing to the social 
changes t hrough its innovation 
with a wider social and econo¬ 
mic objective besides purely 
commercial consideration. 

In six years after nationalisa¬ 
tion the bank increased its 
deposits from Rs 127 crores to 
Rs 450 crores, (at present)— 
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isn t it time you were 

seen in one? 



How long have 
you been telling yourself, 
if not everyone else, 
that Gwalior Suiting is 
your sort of Suiting? 

Consider your reasons for 
holding back. 

Satisfaction with your 
present suitings? 

This feeling might well 
disappear once you wear 
Gwalior Suiting. The cost? 

Most unlikely. We should 
think Gwalior Suiting's 
outstanding value for money 
is legendary, and in its class, 
probably unique. Or do you 
feel somehow that the reality of 
Gwalior can never match the 
impressions you have cherished 
over the years? Rest assured. 

There is nothing like Gwalior Suiting. 

The combination of superb 
finish and excellent designing will live up to 
your highest expectations, and in all probability, 
comfortably exceed them. 

You know you can see yourself in Gwalior Suiting 
Isn't it time to stop reflecting? 


GH^LIOR'crj' 
SUITING feii 

Best vatu*; 1-r your money 



LOOK FOR THE GWALIOR SUITING MARK WOVEN ON THE SELVEDGES 
WHICH IS YOUR GUARANTEE OF GENUINE FABRICS 

THE GWALIOR RAYON SILK MFG. (WVG.) CO. LTD. BIRLANAGAR — GWALIOR 
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a & immm of 249 per cent, the 
advances from Rs 91 crores to 
Rs 330 chores an increase of 
26p per cent and branches 
from 306 to over 740. 

The bank has earned a place 
of pride among the banks in 
lending the largest percentage 
of its advances to priority 
sectors. It also has the dis* 
tinction of having the highest 
volume of advances made 
under the Differential Rate of 
Interest Scheme. For iis 
pioneering work the Bank won 
three national level awards— 
IMC Award (1974) for 
mobilisation of Small Savings, 
the FICCI Award (1975) 
for outstanding contribution 
in the field of agriculture and 
the Laghu Udyog Sahyogi 
Award of NAYE (1975) for 
outstanding contribution to¬ 
wards the promotion of Self- 
Employment in the country. 

Pjathama Bank 

Syndicate Bank is one of the 
first five banks to set up a 
Rural Bank under the recent 
“Regional Rural Banks Or¬ 
dinance 1975“. The Ruial 
Bank called the “Prathama 
Bank*’ sponsored by the Bank 
has been inaugurated by the 
union Finance minister on 
October 2, at Moradabad, 
Uttar Pradesh. This Bank has 
opened branches at Naowga- 
won Sadat and Rajabpur, two 
unbanked centres in the dis¬ 
trict. 

KSIOC 

Kerala State Industrial 
Development Corporation 
Limited (KS1DC) has made 
remarkable progress in its 
operations during the last two 
years. The operating results 
for the year 1974-75 show that 
there has been a spectacular 
increase in the profits of the 
corporation to Rs 30.55 lakhs 
fromRs 13.98 lakhs in 1973-74 
and Rs 0.06 lakhs in 1972-73. 

The financial assistance 
sanctioned by the Corporation 
to various industrial units 
during the year under review 
aggregated Rs 271.27 lakhs 
against Rs 188.14 lakhs in 
1973-74 and Rs 201.25 lakhs 
in 1972-73. The corporation’s 


gross income for the year in 
creased to Rs 73.23 lakhs 
from Rs 52.23 lakhs in the 
previous year. 

New Projects 

In addition to the improve¬ 
ment in the profits earned, 
there has been a notable 
increase in the number of new 
projects taken up for implemen¬ 
tation by KS1DC during the 
year 1974-75. Special attention 
has been paid to industrialisa¬ 
tion of backward district in 
the state. All the four projects 
taken up for construction 
during the year are located in 
districts notified as industrially 
backward. At present KSIDC 
is engaged in the uphill task of 
promoting within a reasonably 
short period of time a variety 
of projects throughout the 
state. 

The corporation has 
strengthened its machinery for 
the systematic and continuous 
analysis of the performance 
of all companies in which the 
KSIDC has an interest with a 
view to provide managerial 
guidance in time. Tight end- 
use supervision is exercised by 
the KSIDC to ensure that 
assistance sanctioned by it is 
properly utilised and that 
during the construction stage 
the project is progressing 
according to schedule. Thanks 
to the elective follow-up pro¬ 
cedures pursued by the 
corporation, there has been a 
substantial improvement in the 
performance of many of the 
assisted units. 

The four projects taken up 
for construction during the 
year 1974-75 are estimated to 
cost together Rs 377 lakhs out 
of which the corporation's 
assistance will total Rs 77.03 
lakhs. 

Jay Engineering Works 

Jay Engineering Works 
Limited has earned a profit of 
Rs 16 40 lakhs during the year 
ended March 31, 1975. The 
profit has been.arrried at after 
making adjustments for depre¬ 
ciation, development rebate 
reserve and tax liabilities. 
Keeping in view the uncertain 
business conditions, the vari¬ 
ous governmental guidelines, 
and statutes, the directors 


have recommended that divi¬ 
dend should be paid on pre¬ 
ference shares only. This wiU 
absorb Rs 5 lakhs. The bal¬ 
ance has been carried forward. 

Operations of the sewing 
machine unit at Calcutta were 
substantially better than in 
the previous year. This was 
on account of the company 
having been able to adjust sel- 
ing prices largely in keeping 
with cost escalations. The 
demand for sewing machines, 
however, continues to be affec¬ 
ted by depression in the con¬ 
sumer durables market. It will 
be necessary for the company 
to persevere with profit impro¬ 
vement measures in order to 
maintain the gains achieved in 
the year. 

Reduced Purchase 

Operations of the fan 
production units were seriously 
affected by reduced govern¬ 
ment purchase programmes, 
the generally depressed market 
conditions and increasing 
competition from the small 
scale manufacturers. Exports 
recorded a substantial impro¬ 
vement exceeding Rs 1.8 cro- 
res during the year as compa¬ 
red with Rs 65 lakhs in the 
earlier year. 

TISCO 

—In agreement with the 
Tata Workers* Union, Tata 
Steel has declared an annual 
bonus of Rs 2.78 crores 
under the bonus Act, as 
against Rs 2.16 crorcs paid 
last year. This amount repre¬ 
sents an increase of Rs 62 
lakhs or 28.7 per cent over the 
quantum of statutory bonus 
in the previous year. Wages 
and dearness allowance dur¬ 
ing 1974-75, which went apace 
with the improved perfoi- 
mance of the company, have 
resulted in a minimum increase 
in the bonus amount by Rs 
82 per worker. 

In his letter to employees 
on annual bonus, Mr P. 
Anant, General Manager 
(Operations) and Director, 
has stated that a scheme of 
annul performance bonus on 
the plant level was under the 
consideration of the National 
Joint Consultative Committee 
for the steel industry and 


whatever agreement was reach¬ 
ed in that regard would be im¬ 
plemented by Tata Steel. 

Century Enka 

Century Enka is making a 
rights issue of equity shares on 
a onc-for-four basis at a pre¬ 
mium of Rs 90 per share. 
These rights shares will be 
offered only to the Indian 
shareholders, excepting the 
promoters. Some 2500 shares 
will also be offered to the em¬ 
ployees of the company. 

Hindustan Organic 
Chemicals 

The Hindustan Organic 
Chemicals Limited, a govern¬ 
ment of India Enterprise at 
Rasayani in Maharashtra has 
paid to the government of 
India an amount of Rs 48.41 
lakhs as dividend for the year 
1974-75 at five per cent on the 
paid-up equity capital of Rs 
968.19 lakhs. The year 1974- 
75 was, on the whole, an year 
of achievement for the com¬ 
pany. This first phase of the 
project, comprising of 12 
groups of plants designed to 
manufacture 20 vital raw 
materials required by drugs, 
dyestuffs, rubber chemicals, 
plastics, pesticides and other 
organic chemical industries, 
was completed. Production 
registered a 36 per cent rise 
from 37.400 tonnes in 1973-74 
to 49,800 tonnes. Sales rose 
by 70 per cent over the pre¬ 
vious year from Rs 8.22 crores 
to Rs. 14.02 crorcs and the net 
profit totalled Rs 2.79 crores 
as against Rs 1.28 crores in 
1973-74. The company has 
wiped out the past accumu¬ 
lated losses totalling Rs 32.74 
lakhs. In addition to this, the 
company also repaid to the 
government a sum of Rs 95.00 
lakhs, thus reducing the out¬ 
standing loans from Rs 822.50 
lakhs to 727.50 lakhs. 

Higher Rated Capacity 

On the production front, 
sulphuric acid plant reached 
90 per cent of its rated capa¬ 
city followed by Acetanilide— 
84 per cent Aniline—73 per 
cent, Nit robe nzone—69 per 
cent and Meta Amino Phenol 
—65 per cent. The rated capa¬ 
city attained would have been 
higher but for shortfall in the 
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supply of concentrated nitric part of the plant and equipment 
acid. There was also shortage have been erected. The project 
of other critical raw materials has partially gone on stream 
such as acetic anhydride, and commercial production 
chlorine etc. Moreover, pro- has commenced. To raise 
duction of formaldehyde and part of the resources re- 
nitrotoluene has to be restrict- quircd for the implementation 
cd due to poor demand. of the project the company 

With a view to meeting the is offering 300,000 equity 
situation arising from the cur- shares of Rs 10 each and 9,995 
rent financial stringency and (11 per cent) redeemable cu- 
recession in the chemical mulative preference shares of 
industry, and also to improv- Rs 100 each for cash at par to 
ing the sales turnover, the the public for subscription, 
company has rationalised its The subscription list for this 
credit policy. The price of fully underwritten issue opens 
formaldehyde and nitroben- on October 27 and will close 
zene have also been reduced on November 7 or earlier but 
substantially. The company not before October 31. 
is also taking vigorous steps Southern Medico Industrial 
to boost its exports. Chemicals Ltd, proposes to 


for manufacturing rubber to issue capital under clause 
conveyor beltings with an (5) of the Capital Issues (Ex¬ 
annual capacity of 500 tonnes emption) Order, 1969, to the >' 
and rubber transmission belt- value of Rs 27.25 lakhs 
ing with a capacity of 175 in 1,52,500 equity shares of 
tonnes. Commercial produc- Rs 10 each and 12,000 pre- 
tion is expected to commence fercnce shares of Rs 100 each, 

by January 1976. Rubber- The proceeds of the issue are 

covered conveyor belts are used to be utilised for the company’s 
in coal mines, iron ore mines, proposed expansion pro¬ 
electricity power stations and gramme 
steel mills. According to an m/s Navjivan Roller Flo«r& 
estimate, the demand by 1979 p D |se Mills Limited, has been 
is estimated to rise to 14,500 accorded consent, valid for 
tonnes against estimated pro- three months, to capitalise Rs 
duction of about 12,000 one lakh out of its general 

tonnes. The company, there- reserve and issue fully paid 

fore, does not anticipate any shares of Rs 100 each as bonus 
difficulty in marketing its pro- shares in the ratio of one 
ducts. Conveyor belting has bonus share for every equity 
good export potential also. share held. 


News and Notes 

The subscription list in 
respect of the public issue of 
137,500 (11 per cent) cumula¬ 
tive redeemable preference 
shares of Rs 100 each by 
Colour Chem Ltd was closed 
on October 16 on being over¬ 
subscribed. 

Motor Industries Company 

(MICO) is seeking govern¬ 
ment's permission for declar¬ 
ing an interim dividend of six 
per cent for 1975. 

Total subscriptions to the 10- 
year six per cent IDBI bonds 
(fifth series) amounted to Rs 
27.50 crores against the noti¬ 
fied amount of Rs 25 crores. 
The IDBI is retaining the 
entire subscriptions. The 
bonds, which opened on Octo¬ 
ber 16, were closed within a 
few hours of its opening 

The output of Tata Commer¬ 
cial vehicles manufactured by 
the Tata Engineering and 
Locomotive Company during 
the period July-September 
1975 was 6,226 units as com¬ 
pared to 4,856 units produced 
during the corresponding 
period last year. 

New Issues 

Mohta Electrio Steel Ltd, 
is setting up a plant for the 
manufacture of box strappings 
and cold rolled (CR) steel 
strips with a licensed capacity 
of 3000 tonnes and 4500 
tonnes respectively. The 
company’s plant is set up at 
Bhiwani in Haryana, a 
declared backward area which 
entitles the company to several 
concesriims including a capital 
subsidy of Rs 10 lakhs. Major 


enter the capital market with 
an offer to the public of 120,000 
equity shares of Rs 10 each 
for cash at par, to finance its 
Rs 87-lakh project for the ma¬ 
nufacture of salicylic acid, as¬ 
pirin and acetic acid, at Rani- 
p»t in the north Arcot district 
of Tamil Nadu. This would be 
the second plant in India to 
manufactuie this drug. The 
plant has a full capacity of 350 
tonnes and the company hopes 
to achieve full production in 
the second year of its opera¬ 
tion when the turnover is likely 
to be of the order of Rs 2.25 
crores. The project is scheduled 
for commissioning by Sep¬ 
tember, 1976, and the com¬ 
pany hopes to pay dividend 
from the very first year. The 
total cost of the project is 
being met by term loans of Rs 
55.50 lakhs, central govern¬ 
ment subsidy of Rs 11.5 lakhs, 
besides share capital of Rs 20 
lakhs. The directors and their 
friends will talce up shares 
worth Rs 8 lakhs, leaving Rs 12 
lakhs for public subscription. 

Universal Conveyor Belting 
proposes to issue some time 
in December 254,985 equity 
shares of Rs 10 cash and 
7,500-11 per cent cumulative 
redeemable preference shares 
of Rs 100 each at par. Besides, 
18,015 quity shares of Rs 10 
each (Rs 7.50 paid-up) will be 
offered by the existing share¬ 
holders for cash at par. The 
offer of sale is being made in 
order to comply with the list¬ 
ing regulations of the stock 
exchange. 

The company is setting up a 
plant at Faridabad (Haryana) 


Capital and Bonus Issues 

Consent has been granted to 
the following companies to 
raise capital. The details are 
as follows: 

M/s Nagri Mills Company 
Limited, Ahmedabad, has been 
accorded consent, valid for 
three months, to capitalise 
Rs 11,02,500 out of its general 
reserve and issue 2,205 fully 
paid equity shares of Rs 500 
each as bonus shares in the 
ratio of one bonus share for 
every two equity shares held. 

M/s American Universal Elec¬ 
tric (India) Limited, Faridabad 
(Haryana), has communicated 
to government of its proposals 


M/s Coromandel Prodorite 
Pvt Ltd, Madras, has been 
accorded consent, valid for 
three months, to capitalise 
Rs seven lakhs out of its general 
reserve and issue fully paid 
equity shares of Rs 100 each 
as bonus shares in the ratio of 
one bonus share for every one 
equity share held. 

M/s M.R. Electronic 
Components Ltd, Madras, has 
been accorded consent, valid 
for three months, to capitalise 
Rs 5.60 lakhs out of its general 
reserve and issue fully paid 
equity shares of Rs 100 each 
as bonus shares in the ratio of 
two bonus shares for every five 
equity shares held. 


(Per cent) 


Name of the company 

Year ended 

Equity dividend dec¬ 
lared for 

Current Previous 
year year 

Higher Dividend 




Indian Organic Chemi- 




cals 

March 31, 1975 

12.0 

9.0 

Crompton Greaves 

June 30,1975 

15.0 

8.0 

Tata Chemicals 

June 30, 1975 

16.0* 

12.0 

Same Dividend 




Shree Vallabh Class 

March 31, 1975 

12.0 

12.0 

Cruickshank and Co 

Decem 3), 1974 

10.0 

10.0 

T. Maneklal Mfg. Co 

May 31,1975 

12.0* 

12.0 

Ashoka Cement 

March 31,1975 

Nil 

Nil 

Reduced Dividend 




Hooghly Flour Mills 

Decem 31,1974 

6.0 

10.0 

Rajprakash Spg. Mills 

May 31,1975 

Nil 

. <0 


♦On the enlarged capital. 
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Fiscal measures 
for faster 
growth 

At tiu: 10th all-India conference 
of Tax Executives organised 
j in the capital by the Fcdration 
of Indian Chambers of Com¬ 
mence and Industry vFICCI) 
on October 17-18, 1975, a back¬ 
ground paper was circuatcd 
which listed the main subjects 
for discussion. One of the 
sessions was devoted entirely 
to "fiscal measures for faster 
economic development". The 
MCC1 prepared a compre¬ 
hensive note on this subject 
bringing out the need for fur¬ 
ther enhancement of savings in 
! the community and also for 
lowering the direct tax rales. 

The background paper on 
this subject is given below in 
full: 

India is committed to a rapid 
economic development. Re¬ 
moval of poverty and attain¬ 
ment of economic sclf-ichance 
are the two main goals that the 
country has set for itself. 
However, excepting the lirst 
Plan, performance has sub¬ 
stantially fallen short of the 
targets. (See table alongside) 

Poor Performance 

To some extent, our poor 
performance was due to the 
fact that in the last decade in 
particular the country had to 
face recurrent droughts. The 
conflicts with Pakistan and 
China also led to some diver¬ 
sion of resources to defence. 


Even so it can not be denied 
that economic performance 
would have improved with 
better policy. 

Coordinated Efforts 

The attainment of a high 
growth-rate would, however, 
require coordinated efforts on 
the part of government, parti¬ 
cularly in the fiscal area. The 
rate of investment in the 
industrial sector has to be 
jacked up. A more subs¬ 
tantive encouragement to 
savings in the corporate and 
house-hold sectors, may have 
to be thought of. The tax 
structure for example, needs 
reconstruction so that coip.ora¬ 
tions and individuals are left 
with sufficient savings for 
investment. Equally impor¬ 
tant is the use to which re¬ 
sources are put. The direct ion 
of investment must be such 
as to maximise output and 
employment and promote 
balanced growth. 

Corporate Ta\ Level: The 
growth of the corporate sector 
depends largely on the genera¬ 
tion of resources internally. 
These are governed principally 
by the level of profit and 
the rate of taxation. Higher 
the lax burden, lesser would be 
savings left for ploughing back. 
Shareholders loo will receive 
less dividends Ih king 

equity unattractive. 

Corporate tax rates, have, 
however, been going up year 
after yeai. The effective maxi¬ 
mum corporate rate including 
surcharge in the case of public 
as well as private companies 
was 43.4 per cent in 1951-52. 
This has gradually been raised 
and is, at present, 57.75 pci 
cent for widely-held public 
companies and 68.25 per cent 
for closely-held companies; 


the tax rate in the case of 
foreign companies comes to 
73.5 per cent. In addition, the 
companies have also to pay 
surtax <a' 25 per cent on their 
chargeable profit between 10-15 
per cent of the capital and at 
40 per cent on the profits ex¬ 
ceeding 15 per cent of capital. 
Both taken together, the tax 
incidence on companies, parti¬ 
cularly private companies, goes 
upto 75 per cent. The inci¬ 
dence is reflected in the increas¬ 
ing revenue from corporate 
taxation. It was Rs 111 crores 
in 1960-61 and Rs 220.06 
crores in 1961-62. It rose to 
Rs 442 crores in 1971-72 and 
is estimated at Rs 770 ciores 
for the current year, 1975-76. 
In about a period of 15 years the 
tax yields from corporations 
have gone up b> 700 per cent. 

Declining Profits 

Due to the increasing lax 
burden on companies retained 
profits as percentage of profits 
before tax have been declining. 
These were 27.5 per cent in 

1970- 71, 23.5 per cent in 

1971- 72 and 20.8 per cent in 

1972- 73. On the other hand, 
tax piovision as pcicentage of 
profits before tax was 43.1 
per cent in 1970-71.47 per cent 
in 1971-72 and 48.6 per cent 
in 1972-73. Dividend allocation 
in these years has almost 
remained static, being 29.4 
per cent. 29, 5 pei ccn and 30.6 
percent respectively. 

Plough-back of profits con¬ 
stitutes an important factor in 
the formation of capital. It 
is the base of the capital 
structure. The increasing tax 
burden on companies has 
stifled the economic develop¬ 
ment which would have been 
much fastc: otherwise. 

Keeping in view the need for 
rapid industrial growth, both 


Prof Nicholas Kaldor and Mr 
S. Boothalingam recommended 
a uniform tax rate of 45 per 
cent for companies. The 
Wanchoo Committee also 
suggested reduction in the 
incidence of tax on corporate 
income. In the case of small 
companies with paid-up capital 
not exceeding Rs 5 lakhs, the 
Wanchoo Committee recom¬ 
mended that distributed profits 
upto eight per cent of the 
paid-up capital or Rs 25,000 
whichever is less, be totally 
exempt from tax by allowing 
the same io be deducted in 
computing the total income. 

New Proposals 

In the case of companies with 
paid-up capital exceeding Rs 5 
lakhs, distributed profits up 
to eight per cent of the paid-up 
capital should be taxed at 30 
per cent. Tor all other domestic 
companies, whether public or 
private, widely held or closely 
held, the industrial or non- 
industrial. the committee reco¬ 
mmended a uniform rate of 
income-tax of 55 per cent. The 
National Council of Applied 
Economic Research, in a study, 
on ‘Capital Market in a 
Planned Economy' concluded: 

“The most obvious measure 
could be the reduction of the 
overall burden of corporate 
taxes. The basic tax of 55 
percent on companies should 
be reduced in order to enable 
them to retain larger profit 
and thereby improve their 
prospect of growth.... A 
reduction in these taxes on 
companies may not reduce 
the total revenue to the 
government: lowering of the 
tax burden on industrialisa¬ 
tion and the base for taxation 
will also be widened which 
can be expected to compen¬ 
sate any loss of revenue due 


Targets and Achievements of Five-Vear Plans 

Plan Annual growth rate in national 

income (*’„) 



target 

Achievement 

1st Five-Year Plan 

2.1 

3.4 

2nd Five-Year Plan 

4.6 

4 

3rd Five-Year Plan 

5.5 

2.6 

4lh Five-Year Plan 

5.6 

2.8 

5th Five-Year Plan 

5.5 

NA 
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to the lowering of the tax 
rates.” 

A look at the corporate 

taxation rates in other 

countries also reveals that our 
corporate sector has to bear a 
much heavier tax burden. In 
Argentina, Bolivia, Brazil, 

Hong Kong, Japan, Indonesia 
(distributed profits), Korea, 
Norway, Purcto Rico, Spain 
and Germany (distributed pro¬ 
fits), corporate tax rates are 
as low as 30 per cent or even 
less. In Canada, Chile, 

Colombia, Denmark, Greece, 
Ireland, Israel, Italy, Japan 
(undistributed profits) Malay¬ 
sia, Singapore and Philippines, 
the tax rates range between 
30 per cent and 40 per cent. 
The rates in Australia, Finland, 
France, Kenya, Netherlands, 
New Zealand and United States 
are between 40 per cent and 
50 per cent. It is only in very 
few countries that the tax rales 
cross the 50 per cent mark. 

As regards surtax on com¬ 
panies, Mr S. Boothalingam 
had observed: 

“The surtax in cfleet intro¬ 
duces the basic principle 
which, while eminently app¬ 
ropriate in the case of indivi¬ 
duals as reflecting both capa¬ 
city to pay and social justice, 
is completely inappropriate 
in the case of impersonal 
organisations. The base of 
surtax corresponds pretty 
closely to capital effectively 
employed. A higher dis¬ 
criminatory rate of taxation, 
therefore, penalises the more 
effective use of capital.” 

Deduction of Sur-tax 

The Wanchoo Committee 
had also endorsed this view 
and recommended for the 
deduction of surtax on com¬ 
panies. 

These observations are 
directly relevant to saving for¬ 
mation, investment and growth. 
Experience has also shown that 
corporate sector’s marginal 
savings rate is much higher 
than that of government. As 
such money left in the hands of 
the companies has a better 
chance of being invested than 


money in the hands of govern¬ 
ment. 

It is for consideration: 

(a) Whether the corporate tax 
level should not be brought 
down to a reasonable level, 
say 50 percent? 

(b) Whether Companies (Pro¬ 
fits) Surtax which penalises 
the efficiency should not be 
done away with or in any 
case, its impact reduced? 

(c) Whether retained earnings 
of the corporate sector from 
taxation which are utilised 
for further investment 
should not be altogether 
exempt or taxed conccs- 
sionally? 

Need for Incentives 

Reconstruction and Stabilisa¬ 
tion Reserve Fund: The need for 
strengthening corporate 

finances is well realised. The 
fiscal measures can be success¬ 
fully used for providing the 
incentives that would help 
building up the corporate sec¬ 
tor. Companies can be 
encouraged to put apart a 
portion of their profits in 
prosperous years by providing 
tax relief on savings. This 
may, on the one hand, check 
inflationary tendencies, and, on 
the other, act as an economic 
stabiliser. Such a system is 
already prevalent in Sweden. 
According to their experience, 
investment reserve provisions 
have proved to be of significant 
benefit in stimulating private 
investment and maintain 
Swedish employment at times 
when it was declining else¬ 
where. 

The purposes for which 
investment reserves may be 
used there include not only 
economic stabilisation and the 
maintenance of full employ¬ 
ment but such related objec¬ 
tives of government policy as 
regional development and the 
maintenance of export capabi¬ 
lities. Swedish corporations 
reporting income from business 
are permitted to set aside, at 
their own discretion, upto 40 
per cent of their pre-tax profits 
as a reserve for future invest¬ 
ment. Amounts so allocated 
to an investment reserve are 
deductible from taxable income 


for purposes of both national 
and local income taxes. 

The Direct Taxes Enquiry 
Committee (Wanchoo Commi¬ 
ttee) also recommended the 
establishment of a reconstruc¬ 
tion and stabilisation reserve 
fund to which all companies 
may contribute upto a maxi¬ 
mum of 10 per cent of their 
gross total income and which 
will be allowable deduction in 
determining the total income 
of the companies for tax pur¬ 
poses. It is for consideration 
whether an investment scheme 
on the above lines should not 
be introduced in Indian In¬ 
come-tax Act. 

Inter-Corporate Dividends : 
One of the effective means for 
diversification and expansion 
of corporate activity is inter¬ 
corporate investment. But the 
existing provisions for levy of 
income-tax result in multiple 
taxation of the same income. 
In the case of subsidiary and 
parent companies, the tax is 
first levied on the income 
of subsidiary company; the 
income received by the parent 
company by way of dividend 
than suffers tax, though, at 
concessional rate. When the 
parent company distributes 
dividends, the same are taxed 
in the hands of individual 
shareholders. Although conces¬ 
sional tax treatment of inter¬ 
corporate dividends provides 
some relief it does not encou¬ 
rage inter-corporate invest¬ 
ments. 

Cascade of Taxation 

The International Chamber 
of Commerce in one of 
its studies stated, “there is 
no economic justification for a 
cascade of taxation as profits 
flow through corporate entitles 
from their source to the even¬ 
tual individual beneficiaries”. 
Countries such as Australia, 
Canada, Ceylon, Finland and 
Malaysia do not levy any tax 
on inter-corporate dividends. 

It is for consideration whe¬ 
ther inter-corporatc dividends 
should be not altogether 
be exempt from tax? 

Tax Incentives', Fiscal incen¬ 


tives play a major role in 
achieving specific objectives, 
namely, pattern of industria¬ 
lisation, development of back¬ 
ward areas, increasing employ¬ 
ment opportunities etc. Indian 
tax structure does provide some 
incentives, but the question is 
whether these are adequate to 
achieve the desired results. 


Initial Depredation 

Development Rebate / Initial 
Depreciation : Initial deprecia¬ 
tion has been introduced as a 
substitute for development 
rebate to provide for 20 per 
cent of the actual cost of the 
machinery, plant, etc. in the 
year of installation or manu¬ 
facture or production of any 
one or more of the articles or 
things specified in the Ninth 
Schedule to accelerate industrial 
growth, initial depreciation 
merely accelerates depreciation 
in the first year and is taken 
into account for determining 
the total depreciation available 
over a period of years which 
cannot exceed the actual cost 
of plant and machinery. In 
other words, initial deprecia¬ 
tion only postpones the tax 
liability. On the contrary, 
development rebate, provided 
additional tax relief over and 
above depreciation has also 
been restricted to selected 
industries mentioned in the 
Ninth Schedule. 

The present trend in many 
countries, including UK is 
to let the tax-payers choose 
the amount of" deprecia¬ 
tion and the year in which 
to claim the’ same. Even 
100 per cent of the cost can 
be claimed by way of deprecia¬ 
tion in the very first year of 
installation of plant and machi¬ 
nery. Today what we need 
is adequate provision for 
replacement and modernisation 
of plant and machinery and ex¬ 
pansion of industrial activity. 
In the absence of such a pro¬ 
vision the industry may face 
the problem of obsolescence. 
Mr Boothalingam, while 
suggesting the abolition of 
development rebate simultane¬ 
ously recommended the grant 
of 120 per cent of the cost of 
the asset by way of deprecia- 
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tion, to compensate for the 
rise in the cost of replacement. 

It is* therefore, consideration: 

(a) Whether the initial depre¬ 
ciation is an adequate 
substitute for development 
rebate. If not, should the 
development rebate be 
reviewed or relief be 
provided to industry in 
some other form so that: 

— Industry has adequate 
funds for replacement 
of capital assets and 
for modernisation and 
expansion; 

— Industry is able to pro¬ 
vide larger job oppor¬ 
tunities by creating 
additional employment. 

Tax Holiday 

Tax Holiday for New Indus¬ 
trial Undertakings: A deduc¬ 
tion equal to l-\ per cent per 
iinrlbm on the capital employed 
is allowed from profits derived 
from a new industrial under¬ 
taking, business of a new hotel 
and from plying of ships for a 
period of five years. The 
concession has recent I v been 
curtailed by excluding deben¬ 
tures and king term borrowings 
from the capital employed in 
the undertaking, which is the 
base for granting the relief. 

The exemption of dividends 
distributed out of the profits 
of the newly established in¬ 
dustrial undertakings in the 
hands of shareholders (under 
Section 80K of the Income- fax 
Act) has also been withdrawn 
by the Finance Act, 1975. The 
withdrawal is consequent to 
the increase in the exemption 
from six percent to per cent 
to the industrial undertaking 
and to overcome the difficulties 
in the administration of the 
provision. The exemption of 
dividend income in the hands 
of shareholder worked as a 
direct incentive and helped in 
raising resources from the 
public for investment in indus¬ 
trial companies. It may be 
examined: 

(a) Whether tax holiday bene¬ 
fits should not be made 
more meaningful by raising 


the rate of deduction from i 
7J per cent to 10 per cent 
under Section 80J of the 
Act. 

(b) Whether the deduction 
under Section 80K should 
not be restored to the 
shareholders? 

Tax Credit Certificates The 
Finance Act, 1965 introduced 
five Schemes for the grant of 
tax credit certificates to en¬ 
courage : 

(a) Exports; 

(b) Investment in equity share 
of new industrial com¬ 
panies; 

(c) increase production of spe¬ 
cified goods; 

(d) Increased profits of indus¬ 
trial companies; and 

(c) Shiftingofindustrial under¬ 
takings by public compa¬ 
nies from urban areas. 

Except the scheme for shift¬ 
ing of industrial undertaking 
other schemes stand with- j 
drawn. These schemes, while 
they were operative; plavcd an 
important role in increasing the 
exports, investment in equity 
shares and production of speci¬ 
fied goods. It is for considera¬ 
tion. whether all these schemes i 
should not be reviewed. 

Policy Review 

Tax Incentives for Export 
Markets Development : At a ; 
time when India's balance of j 
payments position is not 
favourable it is imperative that 
our fiscal measures should be ■ 
designed to increase exports, j 
At present, there is hardly any j 
tax incentive to encourage 
exports except that a weighted : 
deduction of a sum equal to j 
one and one-half limes the 
amount of any expenditure ‘ 
incurred on advertisement or , 
publicity, etc. outside India for ! 
the development of export 
markets is permisible to a | 
domestic company or to any j 
other person resident of India. 

Prior to devaluation in 1966, 
exporters and manufacturers 
of the exported articles were 
entitled to tax rebates. An 
•asscssee, being a domestic com- 
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kflokum floor-coverings are an economic 
investment* Linoleum endows your home 
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pany or the assessee other than 
a company where the total 
income included any profits 
and gains derivd from the 
export of any goods or mer¬ 
chandise out of India was 
entitled to a deduction from 
the amount of income-tax with 
which he was chargeable, of an 
amount equal to the income-tax 
calculated at one-tenth of the 
average rate of income-tax on 
the amount of such profits and 
gains included in his total 
income. 

Where the assessee was 
engaged in the manufacture 
of any articles in an industry 
specified in the First Schedule 
to the Industries (Development 
and Regulation) Act, 1951, 
and had, during the previous, 
year, exported such articles 
oat of India, he was entitled, 
in addition to the deduc¬ 
tion of income-tax referred to 
above, to a further deduction, 
from the amount of income-tax 
with which he was chargeable 
fqr the assessment year, of an 
amount equal to the income- 
tax calculated at the average 
rate of income-tax on an 
amount equal to two per cent 
of the sale proceeds receivable 
by him in respect of such 
export. 

Indirect Exports 

And where he was en¬ 
gaged in the manufacture of 
any aricles in an industry 
specified in the First Schedule 
and had, during the previous 
year, sold such articles to any 
other person in India who 
himself had exported them out 
of India, and evidence was 
produced before the Income- 
tax Officer of such articles 
having been so exported, the 
assessee was entitled to a 
deduction, from the amount of 
income-tax with which he was 
chargeable for the assessment 
year, of an amount equal to 
the income-tax calculated at 
the average rate of income-tax 
on a sum equal to two per cent 
of the sale proceeds receivable 
by him in respect of such arti¬ 
cles from the exporter. 

It may be considered whether 
the tax reban as existed prior 
to 1966 referred to above should 
not be reviewed or any other 


suitable tax incentive scheme 
for increasing exports should 
not be introduced 

Industrialisation of Back¬ 
ward Areas: Economic develop¬ 
ment has not been without 
imbalances. Areas already 
developed have tended to 
develop further and faster 
while backward areas have 
tended to remain backward 
therefore special efforts have 
to be made for their develop¬ 
ment. Government is already 
aware of the need for fostering 
industrial growth in less 
developed areas. Our plans 
have focussed attention on 
removing regional imbalances 
in the economy. The central 
government offers a subsidy 
upto 15 per cent of the fixed 
capital investment with a maxi¬ 
mum of Rs 15 lakhs. 

Concessional Finance 

Financial institutions provide 
concessional finance to serve 
as an incentive to industrialists 
and entrepreneurs for locating 
industries in under-developed 
areas. Some state govern¬ 
ments also provide infra-struc- 
tural facilities in the form 
of developed land, transport, 
power, water. industrial 
housing, etc. at nominal charges 
with the object of developing 
backward areas. In Income- 
tax Law, a deduction equal to 
20 per cent of the profit or 
gains derived by a new 
industrial undertaking or the 
business of a hotel set-up in 
specified backward areas is 
allowable in computing its 
taxable income for a period of 
10 years from the time the 
industrial undertaking begins 
to manufacture* or produce 
articles or the business of the 
hotel starts functioning. 
Certain concessions also exist 
for encouraging shifting of 
industrial undertakings from 
urban areas which are 
ordinarily well-developed to 
rural or under-developed areas. 

The Direct Taxes Enquiry 
Committee (Wanchoo Commi¬ 
ttee) had realised the role that 
the taxation law can play in 
achieving a balanced develop¬ 
ment and recommended that 
concession in the form of 
accelerated depreciation equal 


to one and a half times the 
amount of depreciation which 
would, otherwise, have been 
allowable should be given to 
tax-payers who establish new 
industrial units in noti¬ 
fied areas in respect of 
their fixed assets. Thoughts 
require to be given as to: 

(a) Whether accelerated depre¬ 
ciation as recommended 
by Wanchoo Committee 
referred to above, should 
not be available to tax¬ 
payers who establish new 
industrial units in backward 
areas in respect of their 
fixed assets; 

(b) Whether a weighted deduc¬ 
tion equal to one and a 
half times the expenditure 
pertaining to housing and 
educational provisions and 
other basic amenities to 
industrial workers and offi¬ 
cers should not be permissi¬ 
ble as the same are 
necessary for attracting the 
technical personnel from 
developed areas to non- 
developed areas. 

Rise in Collection 

Personal Taxation : In 

pursuance of the recommenda¬ 
tions of the Direct Taxes 
Enquiry Committee (Wanchoo 
Committee) . the maximum 
marginal rale of income-tax 
was brought down from 97.75 
per cent (including of sur¬ 
charge) over Rs 2 lakhs to 77 
per cent over Rs 70,000. 
although the Wanchoo Commi¬ 
ttee had recommended that it 
be brought down to 75 per 
cent and simultaneously stres¬ 
sed that to create an impact 
some reduction in tax rates be 
also given at the middle and 
lower levels. It is worth 
noting that in spite of this 
reduction in the maximum 
income-tax rate collection of 
income-tax (including corporate 
tax) rose by a record 17.6 per 
cent. 

The buoyancy in tax re¬ 
turns perhaps is a positive 
proof that the Wanchoo the¬ 
sis of lower rates leading to 
greater honesty among tax¬ 
payers, has a sound basis. The 
Central Board of Direct Taxes 
does not want to come to any 


firm conclusions about the 
Wanchoo thesis on the basis of 
just one year’s figures. It feels 
that the pattern of collection 
should be studied for three or 
four years more before a defi¬ 
nite verdict can be given. 
According to it, it is the im¬ 
proved tax administration and 
black money raids that have 
yielded better results than the 
reduction in the tax rates. 

Action Plan 

Admittedly, for the first time 
last year, the Central Board 
of Direct Taxes, dr*w up an 
action plan and continuously 
monitored its progress to ensure 
greater implementation. Pro¬ 
gressive and steeply rising tax 
rates on personal incomes al¬ 
ways hamper the incentives to 
work and save and normally 
result in tax evasion. It is. 
perhaps because of this reason 
that in other countries personal 
income-tax rates are generally 
below 50 per cent level. The 
tax rates in Argentina, Den¬ 
mark, Hong Kong, Iran, Italy* 
Malaysia and New Zealand, 
arc 50 per cent or even less. 
The lax rates in France, W. 
Germany. Luxembourg, and 
Singapore, range between 50 
and 60 per cent. 

In the context of the above, 
it needs to be viewed: 

(a) Whether the tax rates 
should not be further 
reduced: 

(b) Whether financial savings 
which are utilised for pro¬ 
ductive purposes should 
not altogether be exempt 
from personal taxation? In 
any case should not the 
scope of Section 80C of 
the Income-tax Act which 
provides partial tax relief 
in respect of savings 
made by the tax-payer be 
usefully extended to invest¬ 
ments made out of current 
income in shares of indust¬ 
rial companies, govern¬ 
ment securities, deposits 
in nationalised banks, etc* 
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Moving finger 

rilHE Maintenance of Internal Security Act (M1SA) has been further amended to for- 
bid disclosure of the grounds of detention or material or infoimation on which such 
grounds are framed. The relevant ordinance lays down that such grounds or material 
would be treated as confidential and shall be deemed to refer to matters of state. It 
has been reported in the press that this step is a sequel to the proceedings in certain 
courts in regard to M1SA detentions where the government has been asked to disclose 
the grounds to the judiciary though not to the detenus concerned. Quite obviously 
the Delhi High Court judgment, to which a reference was made in this column last week, 
was part of the provocation for this ordinance. The learned judges, who had delivered 
that judgment, had sought to derive encouragement from the fact that “there has been 
no suspension of the writ of habeas corpus (Article 226) in India'*, and they drew the in¬ 
ference that the existing situation was that personal liberty could only be regulated by 
law. I wonder whether this kind of comfort is still available to the courts or to those 
who may have to go to them for redress. 


Window on the World 

The Netherlands Bank World Forecast 
for 1976— Jossleyn Hcnnessy 
Sogo Shosha's Role In Distribution 
Revolution— Tokyo Newsletter 
Economic Cooperation Conference 
—John J. Harter 

Trade Winds 


Tndia has withdrawn its candidature for election to the Asian seat in the Security 
* Council, thus paving the way for the election of Pakistan which, though the Jead- 
810 ing contender in the seven ballot battles it had fought with India, had not been able 
to win the required two-thirds majority. It could readily be assumed of course that 
813 the well-known even if not equally well-established “Western" apathy to our country 
has had something to do with the failure of our bid. Given the pattern or composition 
815 of the membership of the UN, however, this cannot be the complete explanation. 
Presumably there must have been more than one nigger in the woodpile. 
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Oil Know-how. 818-821 
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Mukand Iron; Delhi Cloth; For¬ 
mica India; Kirloskar Oil 
Engines; Usha Rectifier; ACC; 

Glaxo; Unit Trust; News and 
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8 urn of us as may be apprehensive of India tilling westward have cause for rejoicing. 

It has been scientifically determined that if this country is being driven in any 
direction at all, it is only lo the north. Progress, however, seems to be rather slow, 
for India is stated to be moving northward at a “speed"—if that is the word— of only 26 
centimetres a year. No wonder some of us arc so impatient. 

Tt is rumoured that the merger battle in Madras is chiefly over the election fund 
which Kamaraj had collected and such assets as the Teynampet Congress grounds 
and buildings which the Congress (O) had succeeded in remaining in Itgal possession of. 
Let us all hope and pray that the merger would be successfully solemnized before a 
measure for banning dowries, stated to be in the offing, is put into force by way of yet 
another ordinance. 

T had a notion that non-vegetarians knew that animals had to be slaughtered for 
*■- food before they could be cooked and eaten. Jamila Vcrghcse, writing a ‘Middle' 
in the Indian Express of October 18, would evidently want to persuade me that I was 
grievously in error. She is horrified at the idea of live lobsters being thrown into boiling 
water and her feelings stay outraged even after her hostess explains, reasonably enough, 
that “the flesh stays soft this way." 1 suspect that Mrs Verghesc must be believing that 
chicken croak with delight when their necks arc W'rung or lha pigs squeal only gleefully 
w.icn their throats are cut just enough for them to be bled slowly. It seems to me that 
once you settle for killing animals for food, there can really be no protesting against 
refmemerus of slaughter techniques intended for perfecting the quality of the meat. If 
most people have not had the chance to taste /'ois dc gras , I should imagine that it is be¬ 
cause they cannot afford the stuff and not because they arc practising passive resistance 
against French cruelty to geese. Even vegetarians, after all, like their bindi tender and 
palak cut young and green and served on the table when still fresh with the fragrance of 
the fields. 
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Lest we forget 


October 2 is Gandhi Jayanti day. Octo¬ 
ber 2 to 9 is Gandhi Jayanti week. October 
is Gandhi Jayanti month. It is rather 
silly, especially in the present circum¬ 
stances, merely to recall this man and his 
message for a day or two days, for a week 
or two weeks or for a month or two 
months in the year by ritually commemo¬ 
rating his coming or going. However, 
again in the present circumstances, it is 
necessary that we should miss no oppor¬ 
tunity or let pass no occasion of telling 
ourselves again and again what Gandhiji 
meant to us when he was alive and what 
he should mean to us when he himself is 
no longer with us to guide us and give us 
the strength to be free citizens in our 
country. This is why for several weeks 


following may disintegrate and be disper¬ 
sed among Mrs Gandhi's party, the 
ADMK and the DMK. Should this 
happen, it would be a major misfortune. 
But what would be a real tragedy is the 
total loss of identity, should it lake place, 
of the Opposition congress in Tamil Nadu 
through its complete absorption in the 
other congress. This is for the reason 
that any further accretion of political 
power to a party in which political power 
is already excessively concentrated could 
prove fatal to the cause of our federal 
polity or the authentic functioning of our 
parliamentary democracy. As it is, parlia¬ 
mentary institutions and pioccsscsarc in 


a state of suspended animation today and 
theie is surely much irony in a situation 
in which the Commonwealth Parliamen¬ 
tary Conference, now taking place in New 
Delhi, has met, not in the Central Hall of 
our good old Parliament House, but in a 
newly (and nearly) completed obesity of 
steel and concrete which is called the 
Annexe. 

To get back to this Gandhi Jayanti 
month now concluding, perhaps the most 
precise tribute that was paid to the Father 
of the Nation was by the late D.F. Karaka 
who, writing when he was young and as 
yet unsullied, said of him that “oct of dust 
he turned us into men.” Let us then stay 
on as men for a little longer and not let 
ourselves be returned I o dust in a hurry. 

Kditor 


now this journal has been carrying on its 
cover some picture or other of the Father 


Waiting for the tide 


of the Nation. Incidentally, in this period, 
it had also carried a few times a picture of 
Nehru attempting to nurse the sapling of 
liberty on our soil. 

Gandhiji thought that the Indian 
National Congress, as he knew it, would 
best serve India after independence by 
dissolving itself as a political party. That 
was a counsel of perfection when addressed 
to politicians who understood better than 
he did the means, if not the ends of power. 
History, however, has played a trick on 
them. Although the Indian National 
Congress did not dissolve itself, there is 
still no congress party in the country now 
in the sense in which there was a congress 
party in the days of Gandhiji. Jt is 
therefore all the more important that the 
citizens of this country should ensure that 
no monopoly or monopolistic position is 
secured by any one political parly now 
functioning. 

From this point of view there is little 
to admire in the moves that arc now being 
made in Tamil Nadu to bring about 
merger of the Opposition congress of 
Kamaraj with Mrs Indira Gandnfs party. 
Now that he is no more, some of his 
poorer-spirited followers may seek refuge 
under the umbrella of the ruling congress 
—and this would be a regrettable develop¬ 
ment. It is also possible that nis entire 


After reaping a rich harvest in the boom¬ 
ing conditions prevailing last year, our 
shipping companies were currently facing a 
severe slumpeaused by a variety of reasons. 
First, there was the unusually steep rise in 
the price of crude oil which had compelled 
many importing countries including our 
own to reduce even the normal consump¬ 
tion of petroleum. Consequently, all 
predictions regarding the demand for 
tankers in the current year had gone 
topsy-turvy. The imbalance between 
demand and supply of cargo space had 
been further heightened by the 10 per cent 
increase in the price of crude oil with effect 
fronvOctober 1,1975. Second, t he financial 
strains caused by the recession to the 
leading tanker-owners of the world had 
resulted in the cancellation of building 
orders for new tankers; they were opting 
for medium-sized dry carriers, thus 
exerting further pressure on dry cargo 
interests. Third, the recession in the USA 
and the west European countries (includ¬ 
ing Japan) had brought about a reduction 
in the import of coal and iron ore thus 
throwing up surplus capacity in the case of 
bulk carriers, And lastly, the re-opening 
of the Suez Canal had brought dotvn the 
turn-round of ships, thus adding to the 
available surplus tonnage. 

The reports received from some of the 


developed count l ies regarding \ he contain¬ 
ment of inflation and recession were no 
doubt encouraging but so lar their full 
impact on the demand for caigo space had 
not been fell. The only silver lining in the 
clouds was the reported purchase of about 
18 million tonnes of foodgrains by the 
USSR from the USA. Canada and Austra¬ 
lia. While this was likely to generate 
substantial demand foi additional tonnage, 
the shipping companies did not expect 
much increase in freight rate?. 

It was hard to predict the length of life 
of the present slump in shipping but it was 
essential to maintain this industry in a 
healthy condition so that it could help 
our country in earning valuable foreign 
exchange in the next boom. The policy 
of acquiring additional tonnage as spelt 
out in the draft of the fifth five-year Plan 
need not be altered as “short booms and 
protracted slumps” were a characteristic 
feature of this industry. Mr K.K. Birla, 
chairman of the Ralriakar Shipping Co 
Ltd, pointedly referred to this aspect of 
out shipping polic> in his speech delivered 
at the 15ih annual general meeting of the 
company. Said Mr Birla: “I feel, however, 
that the programme outlined by the 
government for the acquisition of addi¬ 
tional tonnage should not in any way be 
hampered due to the present slump in the 
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freight market and in fact acquisitions" to 
fulfil the fifth Plan target should be 
pursued with added vigour as this is an 
opportune moment for the country to ex¬ 
pand its tonnage rapidly. All possible 
incentives should be given to this industry 
to attain the targetted expansion on which 
alone depends the programme of increas¬ 
ing the country's exports, that are so vital 
for our economic survival.’* 

Mr Birla also made a reference to the 
continuous hue and cry from trading 
interests in this country about the shipping 
bottleneck which had proved a major con¬ 
straint on export promotion efforts. The 
expansion in shipping, added Mr Birla, 
needed to be accorded a high priority by 
the government for this reason alone, if fot 
not any other. Also, as suggested by the 
World Bank study team recently, this 
country needed to go in for massive export 
production during the coming decade, and 
foi this purpose, our own tonnage for 
carrying goods to far off lands could be of 
great assistance. 

Keeping in view the full in the demand 
for tankers and oil-bulk-ore-ships (OBOS), 
the government of India had rightly 
decided not to purchase bulk carriers and 
restrict its future purchases to ships below 
50,000 DWT. The opening up of the Suez 
Canal with permissible draft of 38 feet 
made 55,000 DWT vessels as the ideal ones 
for negotiating t he canal. Another advan¬ 
tage was that such ships could be accom¬ 
modated in a majority of our ports, and the 
ports of such countries as Thailand, Laos, 
the Philippines and Malaysia. The decis¬ 
ion to increasingly patronise the medium- 
level vessels was justifiable but it did not 
imply that the target set for the end of the 
current Plan period should in any way be 
scaled down. The oil supply from our 
own offshore areas might reduce the 
demand for tankers but the anticipated 
increase in exports would demand a sharp 
increase in total tonnage and, therefore, all 
efforts should be made to fulfil the prog¬ 
ramme chalked out for the current Plan 
period. 

The private sector in the shipping in¬ 
dustry was handicapped in a number of 
ways, the most discouraging being the 
application of the MRTP Act which 
imposed an exemption limit of- Rs 20 
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crores only. As stated by Mr K.K. Birla, 
each medium-size ship of 15,000—20,000 
DWT cost between eight and 12 crores of 
rupees, The larger ships cost more than Rs 
20 crores each. Thus, a company having 
two to three medium-size ships attracted 
the MRTP Act, and its further expansion 
would suffer because of the administrative 
delays. Moreover, more than half of the 
Indian tonnage was owned by the public 
sector. With the expansion stipulated in 
the current Plan period, the share of the 
public sector would increase furl tier. 
Hence there was hardly any need to apply 
the MRTP Act to this capital-intensive 
industry. Recently, the chairman of the 
MRTP, Mr J.L. Nain, had stated that the 
government was actively thinking of 
bringing about some changes in the Act. 
It was desirable that while amending the 
Act, the government should also exempt 
this industry from the application of this 
restrictive statutory obligation. 

As on July 1, 1975, the merchant fleet of 
this country consisted of 308 vessels 
having 3.94 million gross registered ton¬ 
nage. Orders had been placed for 49 
vessels totalling 1.57 million GRT. As 
soon as all these ships were delivered, the 
country would have more than five million 
gross registered tonnage—after accounting 
for obsolesccne. In order to hit the 
target of 8.6 million GRT by April 1979, 
additional orders would have to be placed 
for 3.6 million GRT. For this, the 
industry would need liberal incentives as 
in the past. There was no doubt that this 
industry had given a good account of 
itself in recent years but to face the stormy 


conditions visible for the past one year, it 
would need ample support from the 
government. The claims of this industry 
for continued support from the govern¬ 
ment drew sustenance from the fact that 
shipping was also the second line of 
defence of the country. 

The sharp rise in freight rates in recent 
years had caused great concern to Indian 
exporters; the pleadings of the Indian 
shippers for a reduction in rates had not 
brought forth a favourable response from 
the Conferences. Usually the rates were 
based on cost calculations of the least 
efficient shipping company and not on the 
most efficient one. It was the experience 
of our shipping companies that they did 
not get a square deal from these Con¬ 
ferences. The Shipping Corporation of 
India and the Scindia Steam Navigation 
Co. exhibited remarkable courage on 
October 6, 1975 in serving notice on the 
West Coast of India and Pakistan/US 
(Atlantic) Conference i.e. WC1P Con¬ 
ference, to quit it after CO days. This de¬ 
cision was taken to safeguard the in¬ 
terests of our exporters. The imme¬ 
diate provocation for the severance of the 
connection with the WClP Conference 
was provided by the persistent attitude 
of (his Conference in ignoring the pleas 
of the Indian shippers not to merge the 
Suez surcharge with the basic freight rate. 
This bold step will now provide an oppor¬ 
tunity to our shippers to be able to face 
competition in the international markets 
and to prove their competence in facing 
the ups and downs of this highly mer¬ 
curial market. 


Balancing the account 


Following the hike in crude oil prices 
by 10 per cent effective from the beginning 
of October and the indications that there 
may be a fresh review after the middle of 
1976, it is being keenly discussed how 
India’s balance of payment position will 
be affected and what vshould be done to 
prevent the trade deficit from assuming 
unmanageable dimensions. The latest 
development will certainly result in a 
larger outlay in foreign exchange on 
imports of oil and petroleum products and 
the situation may get more complicated 
if at a later stage Iran, Kuwait and others, 
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asking for a bigger rise in prices, for off¬ 
setting the erosion in the value of US 
dollar and the impact of world inflation, 
have t heir own way. 

It will not be correct, however, to take a 
tragic view of the immediate outlook for 
our foreign trade as it is quite likely that 
the performance of 1974-75 in respect of 
exports will be excelled. The rupee value 
of aggregate exports in 1975-76 may be 
easily Rs 3,600 crores. This achievement 
should be considered highly creditable, 
even though there has been some exaggera- 
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tion in the value of exports in terms of 
rupees on account of the indirect devalua¬ 
tion of the Indian currency with a sliding 
down along with the British pound. 

The recent decisions of the government 
of India to delink the rupee from the 
British pound is to be welcomed. However, 
from the operational point of view, no net 
advantage will be derived if the external 
parity is not suitably refixed in relation 
to the pound with continuing depreciation 
in the value of the latter. It is only in the 
light of developments in the comingmonths 
that it can be definitely assessed how 
the new experiment to determine the value 
of the rupee, on the basis of a basket of 
currencies, has been successful. 

While it will be necessary to prevent an 
unnecessary erosion of the external value 
of the rupee and derive maximum advant¬ 
age out of the improvement in the internal 
economic situation, the balance sheet for 
1975-76 need not be disappointing on the 
foreign trade front if the government can 
adopt suitable measures for pruning 
imports in particular directions and taking 
advantage of higher levels of agricultural 
and industrial production within the 
country for boosting exports. 

The preliminary figures for the first 
four months of the current financial year 
are quite encouraging as exports were 
higher by Rs 120.52 crores as compared to 
the corresponding period in 1974-75. 
There was, of course, an increase in 
imports to Rs 1,363.50 crores from Rs 
1,076.23 crores resulting in a bigger deficit 
of Rs 289.20 crores against Rs 122.45 
crores. This is perhaps an indication 
that the efTorts to regulate imports had 
not become effective and the overseas 
suppliers were only too eager to complete 
the contracts entered into when prices were 
ruling high. It is to be hoped that the 
importance of screening imports will be 
recognised and unnecessary losses in 
foreign exchange on high-priced imports 
will be avoided. 

It may not, of course, be justifiable to 
draw definite conclusions on the basis of 
the trends in foreign trade in April-July 
this year as the value of imports tended to 
increase in the later months of 1974-75 
even while exports were picking up. Even 


with recessionary trends in the developed 
countries, there is scope for increase in the 
quantum and value of exports with larger 
despatches of engineering goods, sugar, 
iron ore, steel and other items. Again, the 
advantage out of lower priced imports will 
be accruing only in the coming months. 
It should also be remembered that the 
deficit of Rs 1,044 crores in 1974-75 was 
exceptional as imports of food, fertilisers 
and non-ferrous metals were heavy. 

It was only recently indicated by the 
chairman of the Steel Authority of India 
Limited (SAIL), that the steel industry 
will be a net foreign exchange earner with 
imports being drastically reduced to Rs 70 
crores and exports likely to fetch Rs 110 
crores. It is also expected that there will 
be a big increase in indigenous produc¬ 
tion of copper and zinc with belter 
functioning of Udaipur and Khctri plants 
in the public sector. There will also be 
a substantial rise in the output of alu¬ 
minium with easier power availability. 

In respect of fertilisers, imports can be 
pruned sizably as there is still a heavy 
accumulation of stocks. The fertiliser 
plants have been operating more efficiently 
in recent months, with better power 
availability and elimination of technical 
snages. Some new units have successfully 
got over their teething troubles. As 
fertiliser imports will be much cheaper, due 
to a sharp fall in world prices, the saving 
in foreign exchange outlay can be tangible. 
The government is aware of the need for 
curtailing imports under these heads 
though it is difficult to estimate what 
exactly will be the actual reduction in their 
value. It can, nevertheless, be expected 
that a saving of Rs 300 crores can be easily 
effected. 

The prospect of bumper kharif crops 
being harvested should also be helpful in 
cutting down food imports. A quick deci¬ 
sion will have to be taken in this regard 
as there are already reports of dehoarding 
of stocks by farmers in particular regions 
and smaller offtake of foodgrains from 
fair price shops. With fairly large buffer 
stocks and the scope for getting wheat 
on soft terms from the USA, the govern¬ 
ment should suspend commercial pur¬ 
chases of foodgrains for some months and 
review the situation in the light of deve¬ 
lopments in the first quarter of 1976. If 


the scope for curtailing imports is fully 
exploited, the trade gap can be reduced to 
Rs 600 crores, notwithstanding, the obser4 
vation by the Reserve Bank that imports 
will still be large and the deficit sizable. 

The impact of the increase in oil prices 
will not be felt acutely in 1975-76 as lower 
priced stocks will be available for some 
weeks and internal production of crude 
oil also has been on the increase. The 
additional outlay in the latter half of 1975- 
76 may not, therefore, be more than Rs 
40 crores, the impact in a full year being 
estimated at Rs 100 crores. The anxiety 
of the members of the Organisation of 
Petroleum Exporting Countries (OPEC) 
to raise oil prices, in order to protect 
their revenues, will certainly nullify 
to some extent the benefit that will be 
derived out of commercial exploitation 
of new wells in the Bombay High and an 
increase in production in the north 
eastern region. It may also affect signi¬ 
ficantly the calculations in regard to the 
servicing of foreign loans that arc being 
taken for meeting expenditure on explora¬ 
tion and exploitation of off-shore regions. 
But an increase in output by three million 
tonnes in 1976 can more than neutralise 
the adverse effects of costlier imports. It 
is, therefore, imperative that the drain 
of foreign exchange through oil imports 
should be minimised considerably with 
even greater emphasis on exploration of 
off-shore areas and intensive development 
of oil reserves inthe north eastern region. 

With the breakthrough on the food front 
and spectacular success in oil exploration, 
our country will be in a position to improve 
the terms of trade and service foreign 
obligation also without difficulty even if 
the oil facility ceases to be available after 
1976. Immediately, it should be the ob¬ 
jective to avoid the mistakes of 1974-75 
and take full advantage to the vastly 
improved power availability and higher 
industrial and agricultural production. 
Apart fiomthe need to eliminate unwant¬ 
ed imports, it will be possible to absorb 
a higher level of indigenous production 
only if imports are carefully restricted and 
special efforts are also made to stimulate 
consumption of manufactured goods in 
some directions. The outlook for foreign 
trade in any case is not so discouraging 
as it is felt in some quarters. 
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Banks and exports 


In his presidential address at the golden 
jubilee celebrations of the Syndicate Bank 
recently, Mr C. Subramaniam, the union 
Finance minister, said that, even after 
nationalisation, banks were not giving 
sufficient attention to the neglected 
sectors. He was mainly referring to 
agriculturists, small scale industrialists 
and the people of small means. But are 
banks giving adequate importance to 
export which also deserves high priority ? 
The export policy resolution, adopted by 
the government of fndia in 1970, high¬ 
lighted the important role that the banks 
had to play in export promotion. It said 
that provision of adequate and timely 
finance was indispensable for both ex¬ 
port production and export marketing. 
It assured that “every elTort would be 
made to strengthen and expand these cre¬ 
dit arrangements and pul them on an 
internationally comparable basis’* and 
that, for this purpose, the framework of 
the'financial institutions would be ‘ 4 suit¬ 
ably strengthened*’. 

The resolution also observed that after 
the nationalisation of the major scheduled 
banks, it had become possible for the 
banking system to undertake “fresh pro¬ 
grammes and new patterns for their 
financial and technical services to the 
exporting community" and that the aim 
would be “to induce entrepreneurs 1o ex¬ 
pand and adapt their production with a 
view to entering into enduring relation¬ 
ships with overseas importers and to offer 
attractive terms and conditions to impor¬ 
ters and users of our products abroad*’. 

Although the export policy rcsululion 
thus rightly recognised the part that the 
banks could play in this vital field, they 
do not seem to be taking as much interest 
as they should in the promotion of ex¬ 
ports. It is true that the percentage of 
bank credit for exports to the total bank 
credit increased from 6.8 per cent in June 
1969 to 10.3 per cent in June 1974. The 
Reserve Bank’s report on currency and 
finance for 1973-74 had claimed that 
there was "‘an impressive rise” of Rs. 228 
crores in bank credit lor exports or by 
49 per cent in 1973 as compared to a 
nominal increase of Rs. 2 crores in 1972. 
It revealed that export credit accounted 


for 10.3 percent of the total credit (ex¬ 
cluding food procurement advances) in 
December 1973 as against 8.5 per cent in 
December 1972. But these statistics do 
not necessarily indie te that banks have 
been providing timely and adequate cre¬ 
dit to exporters. In fact, the Economic 
Survey for 1974-75, issued by the union 
Finance ministry, admitted that “there 
have been complaints from exporters 
that banks were not according due 
priority to export credit”. 

It seems that banks have not been 
taking a keen interest in export financing 
either because of lack of funds or they do 
not find this to be sufficiently remunera¬ 
tive as compared to other kinds of busi¬ 
ness or they are not yet fully conscious 
of the vital importance of exports to the 
country’s economy. In this context, the 
remarks of the Industrial Development 
Bank of India, in its annual report for 
1974-75,are relevant. It says: “In con¬ 
trast with the operations during the pre¬ 
ceding year, sanctions in respect of ex¬ 
port refinance and direct export loans 
increased three-fold over the last year's 
figures. The sanctions under export refi¬ 
nance scheme aggregated Rs 17.8 
crores for 28 applications and those 
by way of direct export credits at Rs 15.9 
crores on eight applications. The much 
larger recourse to the export finance 
scheme reflects the strained liquidity 
position of commercial banks: the re¬ 
course to the IDBI is also the result of 
lower rate of return on the term export 
credits in comparsion to return on do¬ 
mestic loans granted by banks". 

The presidential speech of Mr Raunaq 
Singh, at the annual meeting of the Fede¬ 
ration of Indian Export Organisations, 
held in New Delhi on September 12 this 
year, also reveals that the banks arc yet to 
be fully geared to export promotion. 
He said that the commercial banks were 
lending short-term at rates “which are 
perhaps the highest in the world" and 
that such rates, once introduced, remain¬ 
ed in force “for an unduly long period”. 
He suggested that the interest rate struc¬ 
ture should be immediately examined by 
the Reserve Bank of India and action 
taken to make it more competitive. He 


wondered what special sanctity was there 
in making available export finance at 
concessional rates only for a certain 
period and observed that it should be 
provided on the merit of each case and the 
period determined accordingly. 

This seems to be a sensible suggestion. 
Other proposals made by Mr Raunaq 
Singh were that a special study should 
be urgently made to examine as to how 
to make it possible for Indian banks to 
assist Indian entrepreneurs in the fulfil¬ 
ment of high value contracts abroad, and 
that the government of India should 
seriously consider offering commercial 
credits to countries like Indonesia so that 
Indian technical expertise could find a 
place overseas in the fields of power 
sugar, textiles, cement, paper and 
construction. He said that the govern¬ 
ment should urge the Industrial Deve¬ 
lopment Bank of India to make a study 
of the potential markets and arrange for 
credits in participation with the com¬ 
mercial banks. 

The latest anuual report of the IDBI 
reveals that since its inception in July 
1964 upto the end of June 1975, it has 
sanctioned export assistance (excluding 
foreign lines of credit and guarantees) of 
about Rs 122.9 crores. About 20 per 
cent of this assistance amounting to Rs 
24.4 crores was given to the public sector 
companies and agencies. The goods 
financed for export include railway 
wagons, transmission line towers and 
conductors, textile machinery, sugar mill 
machinery, steel rails, telephone equip¬ 
ment and automobiles. The IDBI also 
sanctioned for the first time Rs 4.5 
crores for the export of engineering goods 
in 1974-75 under the overseas buyers' 
credit scheme. Besides, it has sanctioned 
about Rs 25 crores by way of special 
lines of credit to Bangladesh. 

Mr Ranuaq Singh has announced 
that he has set up a committee in the 
FIFO with representatives of the banks 
and the IDBI to conduct periodic review 
of matters relating to export finance and 
credit and for giving specialised attention 
to this subject. But the banks themselves 
should individually and in cooperation 
with one another take a keen and conti¬ 
nuous interest in export promotion. 
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K. Santhanam 


POINT OF VIEW 

Discipline in 


Apart from the proclamation of emer¬ 
gency which is stated to be temporary, 
there is a greater and more permanent 
threat to the future of Indian demo¬ 
cracy. It is the recent deterioration 
of the law-making process which is the 
most essential feature of democracy. 
In the fields of administration and 
judiciary there is hardly any difference 
between democracy and enlightened 
dictatorship. It is the existence of legis¬ 
latures elected on the basis of adult 
franchise through fair and free elections 
in which contending parties arc allowed 
to put up candidates and propagate their 
own programmes which is the cardinal 
feature of democracy. The main func¬ 
tions of these legislatures arc :(l) making 
laws, (2) levying taxes and (3) sanctioning 
expenditure. None of these functions 
can be delegated to the executive except 
for minor purposes of rule-making. Be¬ 
fore making a law, it is necessary to elicit 
public opinion cither by publishing the 
text before introduction or giving suffi¬ 
cient time after the introduction of a bill 
in a legislature. Except in very simple 
cases, the proper procedure is to refer 
the law to a committee of thp house if it 
is a uni-cameral legislature or a joint 
committee of both houses where it is bi¬ 
cameral. 

US example 

In cert ain countries like the USA no bill 
is taken into consideration without being 
referred to a committee and its report 
made available to the legislature. The 
object of consideration by the committee 
is that it consists of members of the 
ruling party and the opposition and in the 
informal discussions of the committee 
views are considered on merits. As a 
result, the law as finally shaped is likely 
to be much better than if it is discussed 
in the open house on a party basis from 
the start. At the consideration stage as 
well as the final third reading, free and 
unfettered discussion is allowed. The 
full publication of such discussion helps 
to educate the people. It is only after all 
these stages are passed that the law finds 
its place in the statute book except when 
it is voted by constitutional heads for 
extraordinary reasons. 

The Indian Constitution- has made a 


law-making 

provision for issuing ordinances which 
have the same validity as regular laws but 
which are subject to re-enactmcnt as for¬ 
mal law by the legislature within a short 
period. It is intended to be used when 
serious and unexpected situations arise 
aft er the end of a session and before the 
beginning of another session and which 
cannot be postponed without grave 
danger. 

grave infringement 

There can be no doubt that the 
promulgation of an ordinance does gia- 
vely infringe the right of the legislature. 
Once an ordinance is promulgated, the 
ruling party becomes committed to it and 
party discipline prevents a careful consi¬ 
deration of the provisions which is indis¬ 
pensable for every democratic legislation. 
It is therefore of the greatest importance 
that the power of ordinance making 
should be resorted to only in rare and 
unavoidable circumstances. Unfortuna¬ 
tely, it is now being resorted to so widely 
that the legislatures are becoming mere 
approving agencies. 1 may quote here 
two instances which are of current im¬ 
portance. 

In 1972, the Madras Legislature pass¬ 
ed a law by which homoeopathic doctors 
should register themselves within two 
years. Apparently many of them have 
not complied with the law and recently 
an ordinance has been issued extending 
the time for another two years. No one 
can claim there was emergency or the 
situation could not be anticipated. No¬ 
thing would have been lost if the exten¬ 
sion of the period was done by an appro¬ 
priate law, at ihe next session. It may be 
claimed that this was only a formal affair 
but if the law has been brought before 
the legislature, the ministry would have 
had to explain wh> the law was not pro¬ 
perly enforced and if the extension was 
necessary when the two-year period ex¬ 
pired. Now, presumably, the ordin¬ 
ance will be passed into law without 
any scrutiny or discussion. 

Recently Mr C. Subramaniam an¬ 
nounced that an ordinance would be 
passed dealing with the disposal of the 
properties of smugglers and others which 
have been attached. It is certainly 


right and necessary that the properties 
should be disposed of according to law 
but what exactly is the difficulty in intro¬ 
ducing the law in the next session of 
parliament and have it scrutinised by a 
joint committee and then having it pass¬ 
ed ? AH questions relating to properly 
have many complications which ought to 
be dealt with most carefully. To deal 
with the matter by an ordinance is prac¬ 
tically to supersede parliament which 
should be the sole authority fordeaJing with 
such matters. The same indifference to 
the legitimate law-making process has 
been shown in many states that have 
passed ordinances about land ceilings, 
debts, etc. 

Promulgation of ordinances, rushing 
bills through legislatures without ade¬ 
quate notice to the public and the mem¬ 
bers and non-publication of discussion 
in legislatures amount to grave indisci¬ 
pline in the field of law-making. When 
so much is heard about discipline in all 
other fields of public life, it is strange 
that such callous indifference should be 
shown in respect of the most vital func¬ 
tions of law making. The same observa¬ 
tions hold good with respect to levying 
taxes which is now being done by ordin¬ 
ances. 

against principle 

It is against the fundamental 
principles of responsible government 
that any tax should be imposed by execu¬ 
tive discretion in the form of ordinances. 
The habit of governments exceeding the 
expenditure granted for various items 
and then asking for condonation of excess 
expenditure have become frequent in 
recent times. In all these matters, the 
processes of democracy have to be care¬ 
fully observed. It is the duty of every 
legislator whether he belongs to the 
ruling party or the opposition to prevent 
these inroads into the sacred rights and 
privileges of the legislature. If the pre¬ 
sent process of executive anticipation of 
laws, taxes and expenditure through ordi¬ 
nances is allowed to grow, the ministries 
will be converting themselves into a 
poiitbureau and our parliament and 
state legislatures will become replicas 
of similar bodies in the communist coun¬ 
tries. 
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OPEC cartel in 

The economic impact of unprecedented 
five-fold rise in crude price by the Organi¬ 
sation of the Petroleum Exporting Coun¬ 
tries (OPEC) comprised (i) fall in world 
demand of oil by 3/4 per cent contributing 
to widespread industrial recession outside 
the Soviet bloc, (ii) higher than predicted 
imports by the OPEC, and (iii) unusual 
transfer of wealth from the oil importing 
countries causing tremendous accumula¬ 
tion of surplus funds seeking channels for 
reinvestment. In spite of all this, the 
OPEC has once again increased the price 
of crude by 10 per cent. This upward 
revision according to rough estimates will 
add $ 7000 million in the earnings of the 
Gulf slates. 

While raising the price, the majority 
of the OPEC members have left no 
room for speculation that in future the 
question of further increase in price would 
be taken up as, they considered, the ‘mild 1 
increase of 10 per cent is not enough to 
compensate for the drop in oil revenue of 
the member countries. From the reactions 
in the various capitals of the world it 
appears that this increase will accelerate 
the process of putting the cconoies of the 
developed and developing countries out 
of gear. The purpose of this article is 
not to discuss the impact of the current 
increase in price but provide an answer 
to the baffling question whether it will be 
possible for the OPEC to maintain such a 
level of high price and infuse further dose 
of price increase in the near future and if 
the oil importing countries shall remain 
helpless in accepting the dictum of the 
OPEC always. 

current trade 

Among the oil importing nations the 
USA, western Europe and Japan arc the 
majors who are largely dependent on the 
crude supply by the OPEC nations. An 
analysis of the current trend in the ex¬ 
ploration/exploitation policy, shift in the 
business pattern of these countries, appea¬ 
rance of the USSR and China as big 
exporters on the oil scene of the world is 
essential in this connection. 

The world oil crisis has induced the 
UK to pin its hopes on oil resources of 
the North Sea, the advent of which has 
been hailed by many as the second In¬ 
dustrial Revolution. Some oilmen be¬ 
lieve that the huge reserves of North Sea 
will be sufficient enough to meet the do¬ 
mestic need of the UK (estimated at 
2.5 million barrels/day) in 1980 and an- 


1980 

other 2.5 million barrela/day for export 
and pay back its accumulated debts plus 
interest. According to some experts the 
North Sea oil will be able to satisfy 75 
per cent of the consumption of western 
Europe. 

In less than five years from now the 
USA will become virtually independent 
of Arab oil, according to Prof. G. Frankel 
of the Department Ocean Engineering at 
the Massachusetts Institute of Technology. 
He said recently that the recoverable oil 
reserves in the USA are much higher than 
anyone admits, judging merely from the 
level of investment. He cited an example 
in respect of reserves of Alaskan oilfield 
which was publicised as 10 billion barrels 
at a time when the price was $ 1.80 per 
barrel. But the oil companies spent 5 7.0 
billion for leases and pipelaying only. 
By the lime oil started flowing, their invest¬ 
ment reached S 15 billion (including in¬ 
terest). Will any businessman invest SI5 
billion just to earn S 3 billions? 

Alaskan prospect 

Some independent geologists have esti¬ 
mated reserves of Alaskan oil field at 100 bil¬ 
lion barrels. Fully developed Alaskan oil 
will create a big surplus for the USA. On 
the exploration side “only two per cent 
of US land areas has been surveyed for 
energy resources” according to the Head 
of the US Geological Survey. Compre¬ 
hensive surveys would certainly uncover 
the possibility of more oil on which recent 
American oil policy has laid considerable 
stress. 

Oil embargo and production cut in a 
few countries caused a major shift among 
US sifppliers of crude in 1974. The 
table alongside will indicate how US crude 
import sources are gradually changing. 

From the table it is evident that 
the preference of US trade is now 
gradually shifting from Arab countries 
to Indonesia, Nigeria (west Africa) and 
non-Arab Iran. 

The USSR, world’s largest producer of 
oil, outstripping the USA has entered into 
oil business in a big way. After meeting 
its internal needs, the USSR continued 
the supply of oil to the socialist countries. 
According to Valentin Shasin, minister 
of Oil Industry, it produced about 
450 million tonnes of oil and gas conden¬ 
sate last year and the production i6 going 
to increase to 490 million tonnes in 1975, 
The aim of Soviet oil production is to 
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dominate the major oil market of the 
world. 

China’s oil production is likely to reach 
185 million tonnes by 1982, according to 
the realistic estimate made by Sinological 
journal China Quarterly , Dec. 1974. 
China has now officially disclosed that 5.0 
million tonnes of oil was exported to Japan 
in 1974 from its Taching oilfield and it is 
likely to export 12 million tonnes in 1975 
which will gradually inciease in subse¬ 
quent years as China needs Japanese 
goods. 

Indian plan 

India has already drawn up a com¬ 
prehensive plan to step up production after 
the discovery of a giant offshore oilfield at 
Bombay High. Dependence on Arab oil 
will continue to decline as soon as the 
targetted production level is reached in 
India. 

Development of oilfields of Alaska and 
the North Sea, entry of the USSR and 
China as big producers and exporters in 
the oil trade, increase in the quantum of 
exports of oil from Indonesia, Malaysia 
etc are bound to create a condition of 
decline in demand for OPEC crude and 
enhance the discord among the ’hawks’ 
and ‘doves’ of the OPEC members. 
Within 4/5 years members of the OPEC 
will start fighting separately for market 
and (he OPEC shall die a natural death 
is the firm belief of many oilmen in India 
and abroad. The current increase in 
price is the beginning of the end of 
OPEC. 

Changing Pattern of US Crude Imports 

(In per cent only) 


Country 1973 1974 


Indonesia 

5 8 

7*7 

Iran 

6 5 

13 7 

North Africa 

8 1 

6 0 

West Africa 

13*6 

22 0 

Arab Middle East 

17 5 

14 2 

South America 

19 0 

12 2 

Canada 

29 5 

24-2 


100 

too 


Source: World OH, Jul>, 1975 
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At least three of Philips' 
twelve R & D laboratories 
pay full attention 
to small-scale units. 


Over five luindred and sixty 
small-scale units have full 
access to Philips' application 
assistance, technical 
information and help, and 
managerial advice. Three of 
our twelve Research and 
Development laboratories 
spend most of their time 
helping these units with 
circuitry development and 


prototype evaluation. 

In 1974 alone. Philips 
undertook forty-two projects 
on small scale application 
know-how for its ancillary 
industries 

Viewed against the need for 
economic growth, it is 
Philips' social responsibility 
to share its research and 
development facilities. 
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WINDOW ON THE WORLD 


The N etherlands Bank — 

Jossleyn Hennessy world forecast for 1976 


]NNUMhRAbLL ari: the annual reports of 
central banks, and 1 suspect that few 
outside bank intelligence departments, 
and some specialist economists in the 
issuing countries, read them. One to 
which I, however, look forward every 
year is that of the Netherlands Bank, 
whose president is the prestigious fifty- 
seven year old Jelle Zijlstra, who after 
having been a Professor of Economics 
for seven years, became in 1952, while 
a chokra of thirtyfour, Dutch Minister of 
Economic Affairs and in 1966, when still 
a mere forty eight years old, prime 
minister of the Netherlands. In 1967 he 
retired from politics to become President 
of the Netherlands Bank. It is his sound 
training in depth as an academic econo¬ 
mist, followed by 15 years of practical 
experience of politics— domestic and inter¬ 
national -which makes the survey of the 
international economic scene included in 
the Netherlands Bank's annual survey as 
authoritative as it is important. 1 also 
commend to professional economists the 
bank’s chapters on the policies and work¬ 
ing of the different sectors of the 
Dutch economy, but it is for the general 
reader that I here summarise the bank’s 
interpretation of the current world econo¬ 
mic situation. 

1 

The Immediate Past 

The world economic climate is poor. 

When is a turn for the better to be ex¬ 
pected? Are we facing a recession or a 
downright depression? 

These terms must be defined. As long 
as, despite an economic slowdown, there 
is still some growth in output, the situa¬ 
tion may be labelled as recession. But 
when expansion of output contracts the 
recession deteriorates into a depression. 
Initially, the momentum of the down¬ 
ward movement was underestimated. 
International organisations such as the 
International Monetary Fund (IMF) 
and the Organisation for Economic 
Cooperation and Development (OECD) 


expressed in 1974 the belief that 
a tunwound would occur early in 
1975 or not later than the middle of this 
year. Today, most forecasters are less 
optimistic. They tend to believe that a 
genuine improvement will not set in be¬ 
fore 1976. Even so, the main question 
remains unanswered—will the improve¬ 
ment will be fundamental and sustainable? 
Any attempt to answer must necessarily 
start by considering the causes of the 
situation in order to seek insight into the 
persistence and duration of the malady 
and give an idea of the ways in which a 
cure may be effected. 

classical cycle 

To start with, the present difficulties 
contain an element deriving from the clas¬ 
sical business cycle. In 1972 and the 
first half of 1973, the cycle was in its 
boom phase in nearly all countries. For 
the first time since World War If there 
was, therefore, a synchronous, and con¬ 
sequently intensive, cyclical movement, 
because there was no moderating force 
such as would have emanated from a 
more varied pattern of economic trends. 
The boom caused an abnormally sharp in¬ 
crease in commodity prices. Gradually, 
more and more countries started to apply 
fiscal and monetary brakes. If only for this 
reason, and even if no other factors had 
come into play, the boom would have 
come to an end and economic activity 
would for some lime have receded. 

But there was more to it than this. 
Already in the sixties the economic pro¬ 
cess had been beset by more and more 
persistent wage and price inflation. Wage 
increases, which exceeded productivity 
gains, intensified at a later stage by the 
upsurge in commodity prices, generated 
price rises, which increasingly outpaced 
the slow upward movement of prices to 
which people had been accustomed in the 
fifties. In 1973, prices in the industrial 
countries went up on average by as much 
as 7.5 per cent. Wage and price inflation, 
moreover, did not run parallel. Wage in¬ 
creases per unit of output exceeded—to 


a greater extent in some countries than 
in others—the rise in prices, so that com¬ 
pany profits were cioded. This led in 
turn to changes in investment patterns, 
a shift in the ratio between labour-saving 
and job-creating investments. Such a 
move may cause unemployment that is no 
longer cyclical but structural, i.e. unem¬ 
ployment from a shortage of jobs and 
that cannot therefore be remedied by sti¬ 
mulating current demand. 

the oil crisis 

At the end of 1973 and throughout 
1974 these cyclical and structural distur¬ 
bances were severely aggravated by the 
oil crisis. After a short period in which 
the threat was of physical shortages of 
crude oil and oil products, it was the 
quadrupling of oil prices (in 1974 com¬ 
pared with 1973) which produced far- 
reaching consequences. 

First, there has been an important 
shift in income from consumer 
to producer countries, amounting 
on average to two per cent of the indus¬ 
trial countries’ income. Secondly, serious 
distortions upset the balance of payments 
equilibria or worsened alicady existing dis- 
equilibria. Strongly contributing to this 
is that it is impossible for a number of 
oil exporting countries to employ by in¬ 
creased expenditure within their own 
economies the vast balance of payments 
surpluses which have unexpectedly filled 
their pockets This in turn threatens to 
render well-nigh insoluble the already 
difficult problem of the compatibility of 
countries’ balance of paymeuts objectives. 
Thirdly, the oil crisis has adversely affect¬ 
ed a number of industrial sectors. In par¬ 
ticular the motor industry -which in some 
countries is of major importance to the 
economy as a whole—has been hit so 
badly as to create an autonomous source 
of recession in an already insecure econo¬ 
mic climate. And finally, there is no 
need to add that a further strong push 
was given to price inflation. 

Inflation, unemployment and disturbed 
international balance of payments equi- 
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librium—these are the accumulated cycli¬ 
cal and structural evils with which the 
year 1974 ended. If the question is once 
more asked when a decisive turn for the 
better may reasonably be expected, the 
answer can—after what has been said- 
hard ly be optimistic as far as the more 
immediate future can be discerned. The 
cause of the recession are too serious and 
too complex for it to be possible to as¬ 
sume that everything will be more or less 
back in order again in six months or so. 
The purely cyclical component stemming 
from the reaction to the overheating that 
prevailed in 1972 and 1973 may be coun¬ 
tered by a programme to stimulate econo¬ 
mic activity. If that were the only pro¬ 
blem, a significant improvement in 1975 
might be possible. But inflation and the 
erosion of profits present much more 
difficult problems. To overcome these, 
or even reduce them substantially, will 
take time. If this task is not pursued vi¬ 
gorously, any economic revival will be sti¬ 
fled at birth. A satisfactory turn for the 
better is not compatible with the present 
rate of inflation and (he accompanying 
erosion of profits. 

Overcoming the consequences of the 
tfil crisis will also take time. This applies 
particularly to the restoration of a pat¬ 
tern of compatible balance of payments 
positions, since balancing out the oil pro¬ 
ducers’ as yet unspent surpluses against 
the corresponding deficits of the oil im¬ 
porting countries requires the effective 
recycling of those unspent oil revenues. 
This can only be set in motion giadually. 

When a turn for the belter will occur, 
and how strong and sustained it will be. 
therefore depends on the policies that are, 
or should be, adopted. Generally speak¬ 
ing, some stimulation of economic acti¬ 
vity in the narrower sense has admittedly 
been undertaken, but the efforts to con¬ 
trol inflation and to halt the erosion of 
profits arc inadequate. Restoration of 
balanced and compatible external pay¬ 
ments positions is also certainly not in 
sight; the disequilibria have become too 
great. 

II 

Process in Recycling 

In broad terms, the overall picture 
of current account payments balance in 
1973 was as follows: industrial countries 
+$2,000 million, oil producing countries 
+ $5,000 million, non-oil-produemg deve¬ 
loping countries—$7,000 million. In 1974 
these figures were respectively: — $30,000 
million, +$55,000 million and—$25,000 
million. Present tentative forecasts for 
1975 for the same groups of countries 
are: —$25-30,000 million, +$50-55,000 


million and—$25-30,000 million. There 
were large divergences within the indus¬ 
trial countries. Some, like West Germany 
and the Netherlands, recorded surpluses 
prior to the oil crisis and maintained 
them. Others, like the United Kingdom 
and Italy, already had, and still have, 
large deficits. Japan, which had a large 
deficit in 1974, will probably eliminate it 
before long. For the United States the 
respective figures for the three years men¬ 
tioned are +5500,000 million, —$2,000 
million and—$2,000 million. Against the 
background of the surpluses being record¬ 
ed by at least some of the oil producing 
countries -surpluses which, though dec¬ 
lining, will nonetheless continue for some 
time to come —these diverging positions 
impede and slow down the satisfactory 
international balance of payments equi¬ 
librium. 


timely warning 

To the extent that the oil producing 
countries are unable for the time being to 
spend their oil revenues in their econo¬ 
mics, the ofi importing countries should re¬ 
frain from attempts to eliminate the cor¬ 
responding deficits, because this might 
trigger off a world-wide deflation. 

Some advocate that in conducting 
their balance of pa>mcnts policies the oil 
importing countries should lease their 
oil deficits out of account. This, however, 
would be incorrect. The relevant sum is 
the amount of money which, on balance, 
the oil producing countries leave un¬ 
spent. This is clearly seen if the $70- 
80,000 million rise in 1974 in the total 
value of oil imports is compared with 
the $5,000 million rise in the combined 
current account surpluses of the oil pro¬ 
ducing countries. The figures show that 
on average about 70 per cent of the oil de¬ 
ficit could not be eliminated, a percentage 
that will fall as the oil producing countries 
raise their imports (which they now seem 
to be doing more rapidly than initially 
expected) provided of course as is to be 
hoped—that are no further increases in 
oil prices. (This was written before the 
recent price increase was announced). 

Meanwhile, the recycling of oil sur¬ 
pluses has got under way. Also for 1975 
the IMF has established an Oil Facility, 
for which it hopes to raise $6,000 million 
and which is a successor to the $3,700 
million Oil Facility for 1974. Preparations 
for the OECD fund, the ‘‘safety net", 
have been completed; this will amount to 
$25,000 million. Although this fund is 
not designed for the regular recycling of 
oil money, member countries may have 
recourse to it when they have exhausted 
other ways of financing their oil deficits. 
In addition, several countries have con- 
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eluded bilateral loan agreements with 
oil producing countries, and the FEC is 
engaged in preparing the introduction of 
EEC loans. By far the major part of 
recycling has been, and is being, handled 
by the international banking system, but 
sooner or later the banks will begin to 
come up against the limits set by liqui¬ 
dity and solvency requirements. 

It shonld be borne in mind, however, 
that this latter form of recycling has far- 
reaching monetary implications. If oil ex¬ 
porting countries place their surpluses in 
liquid form with the banks and deficit 
countries borrow from these banks in order 
to maintain the level of their reserves, 
overall reserves expand. The surplus coun¬ 
try records an increase, while the deficit 
country does not record a loss. In the long 
run this could constitute further inflation. 

For that reason, loo. it is desirable 
that in addition to private recycling chan¬ 
nels, official channels should be opened 
so that the surplus countries'’ claims are 
divested as far as possible of their liquid 
character, or, in other words, that they 
take the shape of lotig-tc’rm portfolio 
and productive investments. 

Ill 

Comparison with 1930s 

If the conclusion is therefore that a 
truly sustainable turn for the better with¬ 
in the foreseeable future is uncertain, the 
question arises whether the world eco¬ 
nomy is heading for a situation 
like that in the thirties. This fear is 
found particularly among people who 
lived through these unfortunate years. 

But however grave the straits in which 
the world economy finds itself, there are 
no grounds for a comparison with the 
thirties. The decline in output and world 
trade then was of a totally different order 
front what it is now. In some countries 
unemployment reached 15 to 20 per cent. 
Two factors played an important part. This 
notions then prevailing about fiscal policy 
severely aggravated the situation in many 
countries. At the same time there were 
disasters in the banking world, which, 
through credit crises, exerted a strong 
ncg’tivc influence; the collapse of the 
Oestcrreichische krcditanstalt in 1931 was 
the snowball that set the avalanche going. 
Today, however, the situ tion is different. 

Modern thinking has led to the crea¬ 
tion of built-in stabilisers, which act 
mainly through government finance and 
social security schemes. And the bank¬ 
ing system has shown resilience. It is 
true that the past year witnessed some 
fairly bad derailments, but no chain reac- 
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tion followed. Banking supervision is 
considerably better organised than in the 
past and central banks acting as lenders 
of last resort have proved able to react 
quickly. The informal and confidential 
discussions between the members of the 
Bank for International Settlements have 
undoubtedly contributed to these improve¬ 
ments. The press communiques issued 
on September 10,1974, and February 12, 
1975, explained these activities. 

Comforting though the comparison of 
today’s situation with that in the thirties 
may be, one important aspect should not 
be overlooked. In the thirties world trade 
was limited by a tight network of trade 
restrictions. These were partly a result 
of the recession, each country individually- 
thinking that it would benefit from them 
on the assumption that other countries 
would not do the same, or not to the 
same extent. When this naturally proved 
false, it was the protectionism thus creat¬ 
ed which—more than anything else—led 
to the disastrous crisis. 

In our day, although there have been 
individual breaches, free trade as embodied 
in a number of postwar agreements 
(particularly the Q ATT) has been able to 
survive. It is only this free trade that 
separates us from a fatal deterioration of 
the present depression into a downright 
world crisis. 

Here and there voices are heard ad¬ 
vocating trade restrictions as a means 
of restoring balance of payments equili¬ 
brium or of protecting branches of indus¬ 
try threatened by “cheap” imports. What 
this overlooks, however, is that the 
assumption that other countries would 
not follow suit is no more warranted now 
than it was in the thirtiee. The effective¬ 
ness of trade restrictions as a means of 
restoring balance of payments equili¬ 
brium should, moreover, not be overrated, 
for they do not remove the true causes 
of a payments deficit. It is likely, there¬ 
fore that any gain in imports would be 
cancelled out by losses in exports. 

IV 

Exchange Rate Problems 

It is conceivable that the inclination 
to apply import restrictions to protect 
industries or sectors of industry regarded 
as threatened by cheap imports "is fostered 
by the present predicament of the inter¬ 
national monetary system. Exchange 
rates, no longer linked to fixed par values 
but determined by free market forces, 
may deviate so far from the level broadly 
corresponding to conditions of funda¬ 
mental equilibrium that international 
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competition based on these market rates 
is felt to be unfair. 

Viewed in this light the Swiss franc 
rate, for example, has been too high for 
some time and the US dollar rate too 
low, because both have been largely 
determined by factors other than those 
connected with fundamental equilibrium. 
In this sense, therefore, Swiss exports 
would be too “expensive” and US exports 
too “cheap” in terms of sound interna¬ 
tional competition. If such deviations 
continue, and even widen, they are a 
threat to the freedom of international 
trade. In order to ward off the danger 
as much as possible—and thus aiso pre¬ 
vent the chances of sustainable world 
economic revival from being reduced - -it is 
vital that efforts to restore a more orderly 
pattern of foreign exchange rate relations 
should be vigorously pursued. 

declaration of principles 

In this connection note that the Com¬ 
mittee ofTwenty in June, 1974, presented 
its final report. This is not to say that 
the reform of the international monetary 
system was then and there achieved—the 
report is a declaration of principles 
which in due course will take shape as 
amendments to the IMF’s Articles of 
Agreement. It is important that the 
principle of stable but adjustable par 
values (to replace the original Brcltcn 
Woods system) has generally been accept¬ 
ed. However, it is as yet impossible to 
put such a system into practice. For the 
time being the world will have to live 
with a set of exchange rates which, regio¬ 
nal systems such as the European Snake 
arrangement apart, are determined by 
market forces. It is significant, therefore, 
that certain rules have been adopted for 
floating exchange rates. It must he 
hoped that these will progressively also 
be applied in the interim period now 
starling, in order to achieve a gradual 
transition to more stable but adjustable 
par values. The nucleus of the proposals is 
the establishment in consultation with the 
IMF of target zones, within which exchange 
rates arc deemed to be more in line with 
positions of fundamental equilibrium; 
this implies that the policies pursued by 
national authorities must be directed at 
keeping their exchange rates within the 
limits of the relevant zone. 

The major decision already carried 
out is the severance of the link between 
the SDR and the US dollar. As from 
July 1, 1974, the value of the SDR is 
based on a basket of currencies weighted 
according to their relative importance. 
On the starting date one SDR was equal 
in value to $1.21; at the beginning of 
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April, 1975, it was $1,25 at central rates 
or par values of SDR 1 =$1.20635. 

It is now agreed that the official gold 
price will be abolished, which means the 
demonetisation of gold. Discussions are 
in progress on certain regulations to 
which gold-holding central banks will 
have to submit when the amended Articles 
of Agreement give them complete free¬ 
dom to buy and sell gold among them¬ 
selves and to carry out gold transactions 
on the market. The long-term aim will 
be the gradual sale of gold holdings to 
the market in order to achieve actual 
demonitisation. 

At present, however, the world is 
living with a regime of floating exchange 
rales, with only the countries pai'icipating 
in the European Snake maintaining fixed 
rates between themselves. Floating ex¬ 
change rates are not without dangers for 
international economic stability. Even if it 
be admitted that a return to fixed parities 
is out of the question for the present, 
the authorities should be concerned about 
the consequences that erratic fluctuations 
in the main currencies may have for trade. 
A graphic example is, of course, the 
dollar, which has fluctuated widely. The 
current level of the dollar cannot be 
regarded as in line with the requirements 
of fundamental equilibrium. Other 
factors have to be considered in explain¬ 
ing it. 

inherent difficulty 

The monetary policy of the United 
States and the ensuing level of interest 
rates certainly play a significant part. 
The background to this is the neces¬ 
sity— and the inherent difficulty— 
of achieving the proper mix of fixed 
and monetary policies. This aim is all 
the more important because other coun¬ 
tries cannot always be expected to fix 
their interest rates at such a level as to 
avoid weakening the dollar as a result of 
interest rate differentials. Other factors 
behind the weakness of the dollar rate 
arise outside the United States. 

Countries with poor balances of pay¬ 
ments tend to support their currencies by 
selling dollars from their foreign exchange 
reserves, whereas strong countries are 
reluctant to buy dollars. This asymmetry 
depresses the dollar rate. Another factor 
is the increase in the amounts of dollars 
held by oil producing countries. In so far 
as these countries do not wish to keep 
their dollars, they convert them into other 
currencies and this also exerts additional! 
downward pressure on the dollar rate. 
In this sense, the true cause of the weak¬ 
ness of the dollar is the surplus of doiiarss 
both created in the past, when dollar, 
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were accumulated In national foreign 
exchange reserves which are now being 
utilised, and created in the present (to a 
large extent by way of Euro-dollar loans 
taken op to finance oil deficits) with some 
of the dollars being offered in the exchange 
markets by the oil producing coun¬ 
tries. 

Whatever the details, it is clear that 
further stabilisation of international ex¬ 
change rate relationships is necessary. 
The Group of Ten, at last woken from 
its hibernation, could play a useful part 
by taking as a starting point the block 
of European currencies participating in 
the Snake arrangement which has so far 
worked satisfactorily. The membership 


of Switzerland, which is under negotia¬ 
tion, would enhance the significance of 
the arrangement of international exchange 
rate stability* Further, it may be asked 
whether—and if so, how—a target zone 
is to be established for the dollar in 
relation to the currencies of the Snake 
countries (Japan and Canada also being 
drawn in). This would call for a study 
of what consultations on monetary and 
interest rate policies would be necessary 
to make such a zone viable. 

Serious consideration would have to be 
given to the possibility of having the ex¬ 
change-market intervention policy required 
unde rsuch a system supported by US gold 
sales. Ibis would contribute towards the 


actual demonetarisation of gold and also 
render the intervention policy more effective. 

From all this it looks as though a 
truly sustainable turn for the better in 
output and employment is not to be 
expected until policy in the major coun¬ 
tries create the necessary conditions. Such 
policy concerns the stimulation of ex¬ 
penditure where that is called for, the 
vigorous continuation of the fight against 
inflation, the halting of the erosion of 
company profitability, and the restoration 
of a satisfactory measure of stability 
to the international monetary scene. 
Anyone who thinks that it will be 1976 
before adequate progress has been made 
on this path can therefore hardly be called 
a pessimist. 


Sogo Shosha’s role in 

distribution revolution 


In the 1960s, the world watched with 
astonishment as Japan’s growth curves 
soared like the mid-summer mercury. For 
the Japanese, too, it was exhilarating. All 
of the attention was focussed on scientific 
advance, technological innovations and 
the spectacular figures on GNP, producti¬ 
vity, sales, exports, profits, balance of 
payments, and so on. 

As long as the goods continued to flow 
smoothly, nobody bothered to think about 
the strain which was being forced on the 
distribution system by the expansion of 
economic activities. The more the eco¬ 
nomy expanded, the greater became the 
burden thrust on the distribution system. 
The system was behind times and not 
designed to handle the needs of a fast¬ 
growing modern economy. 

The booming economy caused the 
urbanisation. Urban concentration multi¬ 
plied the flow of goods and the volume of 
rail and road traffic. The strain on the 
distribution centres approached the break¬ 
ing point. The distribution centres were 
the traditional wholesale districts, most of 
them located in congested central areas 
characterised by narrow roads and lanes 
and where half the road was being used 
as processing and packing space. It was 
inevitable that the smooth flow of goods 
began to be obstructed, and the deteriora¬ 
tion of the distribution function became 
rapidly conspicuous. Distribution slowed 
down and its cost mounted. 

In the early stages of Japan’s economic 
growth, technical innovation and the rise 


of productivity helped to keep the cost 
factor at a tolerable level. But innova¬ 
tion and productivity began to reach its 
limits. Today, the only field remaining 
where substantial cost reduction can be 
achieved is distribution. 

The distribution system was so be¬ 
hind times that only drastic surgery 
could make it fit for today's 
mass-production, mass-consumption eco¬ 
nomy. A distribution revolution was 
called for. Such a revolution is quietly 
going on now behind Japan's economic 
stage. 

The start of the distribution revolution 
was signalled by (he establishment in 
1966 of the law relating to the Establish¬ 
ment of Distribution Service. The first 
fruit of the revolution came in 1973 with 
the completion of the Tokyo Ryutsu 
Centre (TRC), known in english as the 
Tokyo Distribution Centre. 

Visitors from other countries driven 
into the city centre on the express¬ 
way from Tokyo International Air¬ 
port at Haneda will see on the 
right a few minutes out of Haneda a 
complex of peculiar looking buildings. 
They look like tiers of caves dug into a 
concrete hillside. This is the Tokyo 
Distribution Centre. It is strategically 
located at the junction of sea, land and air 
transportation. The Japanese National 
railways' oil freight depot and a truck 
terminal are adjacent to it. And beyond 
the freight depot on the Tokyo Bay side 
is an eight-berth ocean container ship 


wharf. Also Haneda Airport is only a 
few hundred metres away. 

In scale and function, the Centre is the 
first of its kind in the world. The distri¬ 
bution functions performed by the Centre 
arc so extensive and systematised that the 
various processes of distribution have 
been made less costly, and more efficient. 

It is a centre w'hcrc goods arc collected 
in mass, stored processed, assorted, packed 
and shipped by the use of modern methods 
and equipment. It is also a centre where 
sales data, shipment data and other infor¬ 
mation needed in distribution are pro¬ 
cessed by computers so that instantaneous 
replies could be obtained for any ques¬ 
tion. Distribution problems which arc 
difficult for one company alone to solve 
can be done without any difficulty by the 
Centre. 

The complex consists of the Centre 
building and two distribution buildings. 
The physical handling of the goods is 
carried out in two six-story distribution 
buildings, each of which has a total floor 
space of 174,450 square metres. There 
are berths for 520 trucks in each building 
and trucks can climb all the way up to the 
sixth floor on their own power by the 
rainpway. 

The Centre building is the nerve centre. 
With total, floor space of 106,000 square 
metres, it has 10 stories above and two 
underground. It includes offices, show¬ 
rooms and conference halls. Business is 
transacted here and distribution data 
collected and processed. Mitsubishi Cor¬ 
poration (MC) foresaw the coming of the 
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distribution revolution early and partici¬ 
pated in the planning of the Tokyo Distri¬ 
bution Centre from 1968, Mitsubishi 
undertook the analysis of the functions 
of the distribution building, the interior 
designing and traffic simulation. A year 
before the Tokyo Distribution Centre 
was completed, Mitsubish set up 
the Distribution Systems Development 
Team in the Project Development and 
Construction Division. This was the start 
of an entirely new and unique type of 
business for Mitsubishi as a leading Sogo 
Shosha. 

During the period of high economic 
growth, the Sogo Shosha cooperated with 
manufacturers in up-grading the efficiency 
and expanding the scale of their distribu¬ 
tion structures. This cooperation, how¬ 
ever, was extended mainly in the Sogo 
Shosha's role as sales agent and was, more 
or less, a means to expand the Sogo 
Shosha*s normal trading transactions. 
But the need to revolutionalise distribution 
in order to improve efficiency and keep 
down costs put a different value on the 
Sogo Shosha’s know-how on organising 
distribution systems and on its accumula¬ 
tion of distribution data. A new avenue 
of business opened up. 

a new function 

The Distribution Systems Development 
Teams business is quite different from the 
orthodox pattern of the trading company’s 
business. It is really a new function- * 
the selling of software. It means involve¬ 
ment from the outset in the client's mana¬ 
gerial planning to solve problems. It 
means the using of all kinds of systems 
development know-how and the working 
out of various programmes. The work 
does not end with the designing of systems. 
Supervision of construction, planning, 
selection and procurement of mechanical 
equipment, too, arc involved. 

The Distribution Systems Development 
Team of Mitsubishi has so far taken part in 
more than 20 projects, starting with the 
Tokyo Distribution Centre. It undertook 


the master planning and other systems dev¬ 
elopment tasks for specialised distribution 
centres such as the Itabashi Housing 
Physical Flow Centre and the Textile Dis¬ 
tribution Centres of Tokyo and Nagoya. 
The project in which the team is currently 
involved is the Ryosei Non-Ferrous 
Metals Distribution Centre in the town 
of Shiraoka, 40 kilometres from the heart 
of Tokyo. This is a distribution centre 
for electric wires and cables. It is a project 
invested in jointly by Dainichi-Nippon 
Cables Ltd, Ryoko Warehouse Co 
Ltd, Mitsubishi Corporation and whole¬ 
salers. 

removing imbalances 

Through modernisation of production, 
Japan’s electric wire and cable 
industry has reached the world level 
in the production field. But, as Mr Shoji 
Seita, President of Dainichi-Nippon Cables 
says: “The industry was so engrossed in 
upgrading its production capabilities lhat 
we tended to neglect the distribution side, 
causing an imbalance between production 
and distribution.” 

This created a situation in which even 
though sales contracts were consummated, 
the distribution did not follow smoothly. 
The trend among electric wire and cable 
users in recent years is not to keep their 
own inventories but to expect immediate 
shipment of orders, particularly because 
the kinds of wires and cables today 
number more than 30,000. 

The existing distribution system is not 
able to respond to this situation. Whole¬ 
salers are concentrated in congested dis¬ 
tricts, city traffic has slowed to snail’s 
pace and there is a shortage of manpower. 
All this means big cost increase and the 
use of resources for distribution instead of 
sales. Distribution had to he rationalised 
if wholesalers were to be given a chance 
to concentrate their efforts on sales acti¬ 
vities. 

A few years ago, Dainichi-Nippon and 
the Non-Ferrous Metals Division of 
Mitsubishi Corporation, Dainichi- 


Nippon’s sole agents, got together to 
conceive a distribution centre for electric 
wires and cables. The Distribution 
System Development Team designed the 
software for the system. 

The Electric Wire and Cable Distribu¬ 
tion Centre is being built on a 43,000 
square metre site and is scheduled to be 
completed by April next year. As President 
S. Seita says: “This is not a facility of 
only the manufacturer. We are building it 
together with a Sogo Shosha and we are 
opening it for use by electric wire and 
cable makers affiliated with us and by 
wholesalers.” 

President S. Seita was particularly en¬ 
thusiastic about the role of the Sogo 
Shosha in the project. “We were fortu¬ 
nate that the Sogo Shosha was involved 
in the planning of the centre from the 
initial stage. The final system that was 
designed reveals the influence of the dis¬ 
tribution data which only the Sogo Shosha 
has in possession. If we are to approach 
the distribution problem from a macro 
point of view, it is only natural that the 
Sogo Shosha plays a central role in it with 
its comprehensive resources and creative 
problem-solving ability”. 

starting of revolution 

The distribution revolution in Tokyo 
has only just started. The Tokyo Dis¬ 
tribution Centre which handles general 
merchandise is only the first of five similar 
centres planned to smoothen the flow of 
goods in this city of more than 10 million 
residents. Three will be placed in the outer 
rim of Tokyo at strategic rail and road 
access points—one each in the south-west 
north-east and north. The fourth, on the 
east, will be on the edge of Tokyo Bay, 
similar to the Tokyo Distribution Centre 
which is at the southern end of the city. 

With its matured and skilled know¬ 
how, the Sogo Sosha will be in the fore¬ 
front of the planning and designing of the 
systems for these distribution centres also. 



Courtesy : Tokyo Newsletter (Mitsubishi Corporation) 
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Economic cooperation conference 

John J. Harter 


Representatives of developed and 
developing countries agreed in Paris on 
October 16 on the guidelines and proce¬ 
dures to govern the major ministerial 
conference on International Economic 
Cooperation which will take place—also 
in Paris—beginning on December 16,1975. 
“1 think this was a most successful 

meeting.not only in terms of reaching 

agreement on the many complex issues 
that were involved, but also in the 
building of an effective constructive 
dialogue,” Charles W. Robinson, the 
US Under Secretary of Slate for Economic 
Affairs, said at the conclusion of ihe Paris 
meeting. Mr Robinson headed the US 
delegation to the meeting of the second 
preparatory conference, which was charged 
with responsibility for working out 
arrangements for the December meeting. 

specific guidelines 

The preparatory conference was also 
attended by representatives of the Euro¬ 
pean Community, Japan, India. Brazil, 
Zaire, Saudi Arabia, Venezuela, Algeria 
and Iran. The latter countries represented 
the oil-exporting countries and other 
developing countries and were known as 
“the even.” Four commissions created 
will deal with energy, raw materials, 
problems of economic development, and 
related financial questions. The final 
declaration issued at the end of the second 
preparatory conference specified the fol¬ 
lowing guidelines for the commissions: 

—The comission on energy “will facili¬ 
tate all arrangements which may seem 
advisable in the field of energy;” 

—The commission on raw materials 
“will take into account the progress made 
in other international forums and will be 
entrusted with facilitating the establish¬ 
ment or reinforcement, as the case may 
be, of arrangements which may seem advis¬ 
able in the field of raw materials—includ¬ 
ing foodstuffs -which are of particular 
interest to developing countries; 

—The commission on development “will 
take into account the progress in other 
international forums and the results 
achieved, and will be entrusted witn facilit¬ 
ating the establishment or reinforcement, 
as the case may be, of arrangements for 
accelerating the development of 
developing countries, on the basis of 
close cooperation.* 

The declaration specified that the four 


commissions “should function in parallel 
and that the results of their work are linked 
and should be submitted to the ministerial 
conference.” The United States and the 
seven filed separate lists of topics for possi¬ 
ble discussion by the commissions. 

Asked to explain the purpose of the two 
lists, Mr Robinson told newsmen in 
Paris: ‘There are no basic differences 
between us. However, the purpose of the 
dialogue is to resolve differences, to ex¬ 
change views, and this was merely an effort 
to have on-the-record those subjects that 
we would like to discuss... It was not 
intended to do anything but to delineate 
the nature of the dialogue which will take 
place in the individual commissions. 

It was not in any way confrontation nor 
was it intended to place one group against 
the other, but merely a listing of the various 
subjects that we thought demanded atten¬ 
tion in the individual commissions.” 

Mr. Robinson said that the effectiveness 
of the commissions “and the extent to 
which they can produce constructive and 
positive change in our international eco¬ 
nomic relations will depend upon the 
attitudes and the intent of the participants. 
If these missions develop as we hope they 
will develop, they could have a long-range 
impact on international economic rela- 


An All-Ilritish Plastics Exhibition has been 
opened in London, which demonstrates the re¬ 
markable potentialities of plastics as furniture 
and building components. "Plastogla7jc*\ for 
example, a new plastic paint which can be 
sprayed on walls, gives a glass-smooth sur¬ 
face which, though resistant to heat and 
humidity, can be washed without any damage. 
Also on view is a cyclone general or, a small 
heat generating plant which speeds up the 
drying of plastic paint. It is easily manipulated 
by unskilled labour and enables one large room to 
be processed in an hour or so instead of the days 
formerly needed. The wide-range of plastic house- 


tions and, in my judgment, could become 
the most important new international 
institutions developed since the United 
Nations,** Continuing Mr Robinson sug¬ 
gested that “the primary focus of these 
commissions should be to review the pro¬ 
blems, to determine what actions arc being 
taken and what additional actions may 
be called for which would necessitate 
actions through the commissions or 
through new institutions which might be 
developed. I see them primarily as engine¬ 
ering centres for other institutions to 
direct and give new impetus to activities 
that can be and should be carried far 
more efficlively in existing institutions.” 
The declaration issued at the end of 
the meeting of the preparatory committee 
also established the following points: 

—The December conference will last 
two or three days: 

—Five developed countries and twelve 
developing countries—in addition to those 
represented at the preparatory committee 
meeting -will attend the conference: 

—Any delegation may raise any subject 
relevant to the themes of the dialogue 
for discussion in the commissions; 

The conference will be called. 

to .>et the general guidelines for the com- 
misions. 


hold articles, a’l of which are light and easy to 
handle and beautifully coloured, includes the first 
kithchen unit to be made in plastics. This is ‘*Run- 
colite”. made by a special process necessitating the 
I -rge^l moulds ever used for the mass production of 
pi -.sties. 1 his unit is easy to clean, moist resistant, 
cannot be chipped and is highly attractive in 
appearance. Other items range from plastic 
door knobs which need no clearing or polishing to 
prefabricated wall panels, being made of "Alpla” 
a new special combination of aluminium and 
phstic. These wall panels arc so easy to handle that 
two unskilled people can erect a nine-foot parti¬ 
tion wall in two minutes. 


Zltetetn £?conomht 30 If eat* -Q<jo 

NOV. 2, 1945 
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Yesterday: 

Raj Nair 

and his colleagues 
at Grindlays 
evolved a cash 
management system 
for a big company 
to release 
Rs. 5 million 
for other uses. 


Today: 

Raj Nair 

showed an engineering 
services company 
how to save 
thousands of rupees 
every year. 
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A Management Consultant in 
Grindlays' Merchant Banking 
Division. He and his colleagues 
are doing as much for existing 
enterorises as for new. Preparing 
feasibility reports, helping 
negotiate loans. Designing 
systems. Assisting businessmen 
measure performance through 


Tomorrow: 


management audits. Preventing 
waste by devising management 
accounting systems. Conducting 
industrial market research. 

Raj Nair and his colleagues at tt>i 
Division help you run a better 
business, make industry produce 
at optimum cost and encourage 
profitable growth. They help 
Grindlays serve its customers in 
more ways than one. 

Who the works for 
GrindlaysT 


There are many others. 
Professionals at worn. In Grindlays 
professionalism is a creed. And 
this is seen in all Grindlays'work. 
Whether in the traditional role of 
commercial banking or in newer 
ones like Management Consultancy 
and Merchant Banking. It is banks 
like Grindlays who have enlarged 
the conventional role of banks in 
India, extending it to cover wider 
areas of industry and finance. 


He will start 
, researching 
who wfll buy 
ctirated carbon, 
where. 


Many other professionals 
like Raj Nair. Working in 
different areas. 

Traders constantly working to 
obtain the best foreign exchange 
rates for Grindlays' customers. 
Teachers teaching modern banking 
techniques and allied subjects 
to Grindlays' staff so that they 
function better, and improve their 
skill and efficiency. Personnel men 
working to put the right man on 
the right job so that the job gets 
done better. Corporate Planners, 
coordinating the plans of all 
functions, monitoring their 
progress, helping to achieve the 
social and economic goals that the 
Bank has set for itself. 


HlBff- 

LxJ Limited 

mcorporaM « 9m imm Keigdam 
fh« Mhwsyei m w r mete ■ ewwea 

GRINDLAYS 
—Professionals in banking 
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Industrial Licensing 
Policy 

The union government 
announced on October 25, 
1975 major changes liberalis¬ 
ing industrial licensing policy. 
It dcliccnscd 21 industries and 
permitted unlimited expansion, 
beyond the licensed capacities, 
of foreign companies and 
monopoly houses in 30 other 
important industries, such as 
basic drugs, cement, paper, 
chemicals including fertilizers 
and heavy industrial and elec¬ 
trical equipment. 

Some conditions are, how¬ 
ever, imposed. The unlimited 
expansion of production by 
monopoly houses and foreign 
companies is allowed 
provided the excess production 
is either exported or sold in 
accordance with the direction 
of the government. The ex¬ 
emption of the 21 industries 
from the licensing provisions 
under the ID & R Act will 
not be available to foreign 
companies and MRTP com¬ 
panies. 

Registration Required 

The industrial units coming 
up in the 21 dcliccnscd in¬ 
dustries have to just get them¬ 
selves registered with the con¬ 
cerned technical authority like 
the DGID, They will not 
be allowed either imports of 
raw materials or capital goods. 
Foreign collaborations will 
also not be entertained. The 
delieensed industries include 
cotton spinning up to a capa¬ 
city of 50,000 spindles. Some 
special conditions have been 
imposed on the delieensed 
cotton spinning industry. First 
the packings for handlooms 
should be in accordance with 
the policy. Second, the new 
units should not be less than 


25,000 spindles capacitv. Tnree, 
the new units should be 
located outside the large cities 
or metropolitan towns. 

Delieensed Industries 

The other industries which 
have been delieensed are: (1) 
basic drugs, (2) Basic insecti¬ 
cides, (3) industrial machinery, 
(4) machine tools, (5) LT 
switch-gear, (6) leather goods, 
except those reserved for small 
scale units, (7) GI lamps, (8) 
industrial sewing machines, (9) 
forged hand tools and small 
tools, (10) surgical and medical 
rubber products, (11) industrial 
and scientific instruments (12) 
solvent extraction of oil/oil 
cakes from minor seeds, in¬ 
cluding cottonseeds, (13) 
writing, printing and wrapping 
paper from agricultural resi¬ 
dues and wastes, (14) rayon 
grade pulp from bamboo, (15) 
refractories. (16) water pumps 
beyond 10 cm x 10 cm, (17) 
cottonseed lint pulp, (18) 
tractor drawn agricultural 
implements, (19) glass slag and 
mineral wool and products 
thereof, (20) hardboard, in¬ 
cluding fibre chip board and 
the like. 

The second list of 30 indus- 
rics in whiclf the existing units, 
including foreign and MRTP 
companies, have been permitted 
to utilise their installed capaci¬ 
ties without limit even though 
this may be in excess of their 
licensed capacity include: (!) 
Special alloy, iron and steel 
castings, S.G. iron castings, 
stainless steel castings and 
clostd die forgings; (2) diesel 
engines (above 15 H.P.) and 
pumps (other than small pumps 
reserved for SSI); (3) equip¬ 
ment for transmission and 
distribution of electricity; (4) 
power transformers, (5) switch 
gears; (6) electric-motors— 


.« »■ —. ■■*■■■> 

proof motors); (7) electric 
furnaces; (8) electronic com¬ 
ponents and equipment; (9) 
commercial vehicles; (10) trac¬ 
tors; (11) scooters; (12) auto¬ 
mobile ancillaries; (13) indust¬ 
rial machinery (14) machine 
tools; (15) conveying equip¬ 
ment; (16) cranes; (17) earth- 
moving equipment, (18) min¬ 
ing and metallurgical equip¬ 
ment ;(19) hydraulic equipment; 
(20) nitrogenous and phos- 
phatic fertilizers; (21) inorganic 
heavy chemicals; (22) organic 
heavy chemicals; (23) fine 
chemicals, including photo¬ 
graphic chemicals; (24) synthe¬ 
tic rubber and rubber chemi¬ 
cals; (25) industrial explosives; 
(26) insecticides, fungicides and 
wcedicidcs (27) paper and pulp 
including paper products; (28) 
refractories and furnace lining 
bricks; (29) portland cement; 
and (30) basic drugs. 

Oil in Arunachal 

Oil has been struck in the 
well at Kharsangh in Arunachal 
Pradesh. Good deposits of oil 
have been discovered at the 
depth of about 2,850 metres 
in the well being drilled by 
Oil India Ltd. a joint entci- 
prisc of the government of 
India and the Burmah Oil 
Company. Oil horizon in the 
well is of 21 metres thickness, 
and is considered by Oil India 
sources to be one of the best 
discovered so far in the eastern 
region. The well could produce 
about 1,500 barrels of oil a 
day, according to preliminary 
tests and indications. Detailed 
production tests of the well 
to cstablisn its full potential 
and commercial viability are 
expected to be completed by 
the middle of next month. 

Arunachal Pradesh would 
now become the third of the 
producing states in the coun¬ 
try. At present, indigenous on¬ 
shore production of crude oil 
is only in Assam and Gujarat. 
Oil production from Kharsangh 
would boost the development 
of Arunachal the youngest 
state of the count ry. The state 
government would get royalty 
on the production of crude at 
a rate to be fixed by the union 
government. The latest oil 
strike would help Oil India to 


annual production of crude 
from 3.05 to over 3 I million 
tonnes. This would also subs¬ 
tantially increase the com¬ 
pany’s recoverable reserves of 
oil by several million tonnes 
more than its earlier estimates 
of 40 million tonnes. 

Ordinance on Bonded 
Labour 

The President, Mr Fakhrud- 
din Ali Ahmed, has promulgat¬ 
ed an Ordinance abolishing 
the age-old practice of bonded 1 
labour, particularly in the 
rural areas. This ordinance 
supersedes all ordinances issu¬ 
ed by various stnte governments 
and are at variance to it. The 
Ordinance provides for impri¬ 
sonment for three years or fine. 
of Rs 2,000 or both for any i 
infringement of its provisions. | 

It also prohibits all creditors 
from accepting any payment 
against any bonded debt which 
has been extinguished or deem¬ 
ed to have been extinguished. 
With the issue of the ordinance 
there is no liability to repay 
bonded debt. Moreover, no 
suit or other proceeding will 
lie in any civil court for 
recovery of any bonded debt 
or any part thereof. The 
Ordinance also directs that 
every bonded labourer who 
has been detained in a civil 
prison whether before or 
after judgment will be released 
forthwith. 

Local Custom 

A bonded labourer often 
forfeits the freedom of cm 
ployment, or the right to move 
freely or the right to appro¬ 
priate or sell at market value 
any of his propertv or products 
of labour. The system is often 
sanctioned by local customs 
and traditions. There are cases 
in which several generations of 
a family have to work under 
bondage to extinguish a small 
loan that some remote ancestor 
took from the creditor. ^ Bon¬ 
dage may not always originate 
from an advance of money but 
may be caused by obligations 
sanctioned by local customs. 
The system exists in different 
parts of the country in different 
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forms. It is more common in 
tribal communities. 

Credit for Export 

The Reserve Bank has ex¬ 
panded the list of export goods 
eligible for concessional rate 
of interest for pre-shipment 
credit upto 160 days at 11.5 
percent per annum in the first 
instance and at 18.5 per cent 
for a further maximum period 
90 days where necessary. 
Twelve more items have been 
added to this list. These items 
are : internal combustion en¬ 
gines above 20 HP. pressure 
vessels and heat exchangers, 
vehicular trailers, agricultural 
tractors, railway equipment, 
track materials and signalling 
equipment, packaging and 
weighing machinery, electric 
lifts, cranes and hoists, power 
cables, metallurgical machinery 
including steel plant and equip¬ 
ment, coke oven plant, lire 
fighting equipment and pump¬ 
ing plant and other water sup¬ 
ply equipment, (including large 
diameter fabricated steel pipes, 
C.I. spun pipes and storage 
tanks). 

Although the financial assis 
tance required by exporters 
for sending their products ab¬ 
road for exhibition before sale 
should appropriately come 
from the market development 
fund, the Reserve Bank has de¬ 
cided to permit hanks to pro¬ 
vide finance against goods lor 
exhibition and sale abroad. 
After the sale is completed, the 
banks may allow the benefit of 
the concessional rate of inte¬ 
rest on such advances at both 
pre-shipment stipulated periods 
by way of rebate. The hanks 
will be considered eligible for 
interest subsidy on such credit 
given at concessional rates. 

Iron Ore Exporters* 
Association 

The first ministerial meeting 
of tht Association of [ron-Ore 
Exporters received from repre¬ 
sentative of member countries 
assurance of political support 
of their respective governments 
to^the new organisation. The 
ministers, who ended their ses¬ 
sion ahead of schedule, high* 
lighted in their speeches the 
importance of collaboration 
among exporters and the role 
o f the association in further 


WIN AN AWARD 
FOR IMPORT 
SUBSTITUTION 

Have you developed a now process or a now 
product that cither totally or partly replaces an 
imported one? Then, toll us and you can win 
a handsome award. 

AWARDS 

(Twice a year: August 15 and January 26) 


TO INDIVIDUALS 

Cash Awards, ranging 
from Rs. 2 000 to 25,000 


TO INSTITUTIONS 

Gold, Silver and Bronze Shields. 

TO BOTH 

Certificates of Merit/of Appreciation 

Basis for award 

• how effective the substitute (raw material, component or 
equipment) is in various fields of application. 

• the amount of foreign exchange saved. 

• the extent of indigenous technical know-how used in 
producing it. 

• the extent of research involved in development. 

• its acceptability in terms of price, quality and performance 
by the consumer. 

• the amount of indigenous materials that go into its 
manufacture. 

for application forms and details write to: 

THE MEMBER-SECRETARY, 

Board of Awards for Import Substitution, 
Directorate General of Technical Development, 
Udyog Bhavan, New Delhi-110001. 


LET US MOVE CLOSER TO SELF RELIANCE 

rfavp 75,8961 
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mg the cause of international 
collaboration in raw mate¬ 
rials. They expressed concern 
at the inadequacy of returns 
from iron-ore and stressed the 
need for orderly growth of 
trade in lhis commodity and 
for getting fair and remunera¬ 
tive prices with a view to in¬ 
creasing export earnings and 
improving terms of trade of 
member countries. 

The union Commerce minis¬ 
ter, Prof.D.P. Chattopadhyaya, 
who presided over the meeting 
told the conference that the as¬ 
sociation would lay sound foun¬ 
dation for effective cooperation 
to serve their countries’ com¬ 
mon interests. Speaking to 
newsman later Prof. Chattopa¬ 
dhyaya said that apprehensions 
voiced in certain countries 
that the Association of Iron 
Ore Exporters was going to be 
another OPEC or a cartel were 
understandable but certainly 
not warranted. He said in the 
years to come the Association 
would become a very impor¬ 
tant and strong organisation. 
The conference approved cer¬ 
tain proposals made by the 
two-day meeting of officials of 
member-countries that had 
preceded it. The officials mect- 
ingconstitut ing a board headed 
by Dr P.C. Alexander, secre¬ 
tary of Foreign Trade, had for¬ 
mulated suggestions in regard 
to location of headquarters 
budgeting, staffing pattern and 
procedure for the appointment 
of a secretary general. 

Profits in Public Sector 

The annual sales income of 
the central public sector enter¬ 
prises is estimated to hit a 
new high of Rs 8,000 crores 
during 1974-75 and the net pro¬ 
fit before taxation, Rs 300 
crores. The respective figures 
for 1973-74 were Rs 6,810 cro¬ 
res and Rs 150 crores. Bureau 
of Public Enterprises sources 
think if the present trend of 
buoyant production continues, 
the sales income of these con¬ 
cerns is expected to go beyond 
Rs 10,000 crores in the current 
year’s Central budget in 1975- 
76. The sales income estima¬ 
te was confined to only 163 
central government units 
under the purview of Bureau. 

It excluded big public sec¬ 


tor concerns such as the insu¬ 
rance group, the public sector 
banks, the railway. Posts and 
Telegraph Department, Defence 
establishment and over 90 and 
odd sick companies taken over 
by the central government. 
The list also did not include 
the large number of state gove¬ 
rnment concerns. If all these 
were included the annual in¬ 
come of public sector as a 
whole would be very much 
higher, it was pointed out. 

Japan Bank Rate 

The Bank of Japan anno- 
unced a one per cent cut in 
the discount to 6.5 per cent, 
effective October 24, 1975. 
The change has been designed 
to achieve drop in interest rates 
and help business recovery. 

Non-Resident Accounts 

The Reserve Bank has an¬ 
nounced details of the scheme 
under which Indian nationals 
and persons of Indian origin 
residing abroad and holding 
foreign passports can freely 
remit funds to this country 
through banking channels 
without risk of any loss aris¬ 
ing from fluctuations in ex¬ 
change rates of currencies. 
The scheme, to be introduced 
from November 1 this year, 
will enable non-residents to 
open non-resident (external) 
accounts designated in pound 
sterling and United States 
dollars. These facilities will 
be available for non-residents 
of Indian nationality or origin 
for remittance of funds to 
India. Persons of Indian 
nationality or origin resident 
abroad may open with autho¬ 
rised dealers id India “non¬ 
resident (external) accounts” 
designated to Indian rupees. 
This facility is also available 
to government servants posted 
abroad on duty with Indian 
missions and similar other 
agencies set up abroad by 
the government. 

Non-residents of Indian 
nationality or origin may also 
freely purchase units of the 
Unit Trust, government secu¬ 
rities and national plan sav¬ 
ings certificates by remittan¬ 
ces from abroad, or by debit 
to their non-resident (external) 
accounts. In such cases, the 
dividend/interest and the sale/ 


maturity proceeds repurchase 
price of the units, etc, can be 
repatriated abroad or credited 
to the external accounts with 
the Reserve Bank’s prior per¬ 
mission which is granted 
freely. 

The entire income from 
units purchased by remittan¬ 
ces from abroad or out of the 
funds held in non-resident 
(external) accounts, whether 
maintained in designated 
foreign currencies or in Indian 
rupees, is exempt from income 
tax. Persons of Indian nationa¬ 
lity or origin resident abroad 
can invest their funds remit¬ 
ted from abroad through 
banking channels or balances 
lying to the credit of their ex¬ 
ternal accounts with authoris¬ 
ed dealers in any public- 
private limited company or 
any partnership/proprietorship 
concern irrespective of the 
nature of its activities. 

Bonds Against Black 
Money 

In pursuation of the volun¬ 
tary disclosure of Income and 
Wealth Ordinance, the union 
Finance ministry on Oct. 21 
issued 5} percent bonds for 
investment under the scheme. 
The bonds will carry interest 
at 5} per cent per annum, 
subject to tax and will be re¬ 
paid at par on Oct. 20, 1985. 
The first payment of interest 
will be made in April 20, 1976 
and half-yearly thereafter on 
October 30 and April 29 each 
year. The bonds will be non- 
negotiablc and cannot be sold, 
transferred assigned or other¬ 
wise disposed of by the hol¬ 
der except to the legal heir 
or successor of the holder. 

In conformity with the 
ordinance, details of the in¬ 
vestments will be treated as 
confidential and, notwith¬ 
standing anything contained 
in any law for the time being 
in force, no court or any other 
authority shall be entitled to 
require any public servant or 
the investor to disclose the 
details of investment or to give 
any evidence in respect there¬ 
of. Applications for invest¬ 
ment to these bonds will be 
received by the Reserve Bank 
of India offices at Ahmedabad, 
Bangalore, Bombay (Fort and 
Byculla), Calcutta, Hydera¬ 


bad, Kanpur, Madras, Nagpur, 
New Delhi and Patna, or at 
the option of the investors, at 
branches of the subsidiary 
banks of the State Bank of 
India conducting government 
treasury work (except at Hy¬ 
derabad) and at branches of 
the State Bank of India at 
other places. Application 
form and other details of the 
scheme will be available at 
these offices. 

Loan from Canada 

An agreement between India 
and Canada for a special Cana¬ 
dian loan of CS 10 million 
(approximately Rs 8.90 crores) 
was signed recently. Under the 
term of this Joan, the Cana¬ 
dian International Develop¬ 
ment Agency will finance tne 
cost of the fertiliser in addition 
to payment of ocean freight 
for the shipments. The previous 
two fertiliser loans were utilis¬ 
ed by India for the import of 
potash from Canada. The new 
loan may be used for potash 
and other fertiliser inputs. 
This is the third special loan 
to be extended to India by 
Canada in the last three years 
for the import of fertiliser 
from Canada. The loan is on 
the usual soft terms applicable 
to Canadian Development As¬ 
sistance; it is repayable in 50 
years with a grace period of 
ten years, and carries no inte¬ 
rest, commitment or service 
charges. 


Oil Exploration in 
Cauvery Basin 

The government has awar¬ 
ded the Asamera Group of 
Canada, the contract for off¬ 
shore oil exploration and pro¬ 
duction in the Cauvery basin. 
A feature of the contract is 
that ONGC will participate in 
it straight away, its initial 
share being 35 per cent. On 
commercial discovery of oil, 
the Commission wilt have the 
right to increase its share by 


Department of Atomic Energy, 
Bombay. 

Directorate of Purchase A Stores 


The last date for eubmiaslon of 

Q uotation against tender No. DPS/ 
IFC/CHEM/190 due on 20.10.79 for 
supply of Trl(n) butyl phosphate 
has been extended to 20.t1.1075, 
to be opened at 4 pm. the same 
day. oavp 045(247)76 
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another 15 per cent raising 
its participation to a total 
50 per cent. Like the earlier 
contracts with Carlsberg India 
Group and with the Reading 
and Bates Group, the new con¬ 
tract is also on production 
sharing pattern with a limita¬ 
tion on the profits. The con¬ 
tract is for 24 years and will 
be effective from November 1. 
But if the oil is struck, the 
operations will be handed 
over to the ONGC after 11 
years. 

The contractor will be 
given the entire area of the 
basin (approximately 26,000 
square kilometres) and after 
seismic survey will select with¬ 
in a period of 18 months from 
the effective date an area of 
5,000 $q. km. for exploration 
operation and surrender the 
rest. The contractor will use 
the ONGC seismic survey vse- 
scl “Anwcshak” for surveying 
the contracted area. By the 
end of the third year, the area 
will be reduced to 2,500 sq. 
km. At the end of the seventh 
year the contractor will be 
left with only the producing 
and producible areas. Accor¬ 
ding to the contract, the con¬ 
tractor will recover the invest¬ 
ment over a period of five 
years. This is subject to the 
condition that the oil earmar¬ 
ked for calculating the invest¬ 
ment will not in any year be 
more than 80 per cent of the 
annual production. The 
ONGC and the contractor will 
share profit in the ratio of 
70:30, the 30 per cent to the 
contractor calculated at the 
lowest slab of production. The 
70 per cent to the ONGC will 
increase in stages to 85 per 
( cent. 

| FCI's New Strategy 

! The Food Corporation of 
; India (FCI) is changing over 
: to bulk movement and storage 
of grains. According to its 
Chairman, Mr R. N. Chopra, 
the changeover, in phases, will 
transform the modes of mov¬ 
ing the grains in gunny bags 
and traditional railway wa¬ 
gons. Five silos of 100,000 
tonne capacity each arc being 
built in the main grain man- 
dis of Punjab and Uttar Pra¬ 
desh. These silos, of the 
most modern type, are being 


erected with the World Bank 
assistance in Moga, Jagaran 
and Khanna mandie of Pun¬ 
jab and Lucknow and Khurja 
in Uttar Pradesh. 

Mr Chopra stated that the 
experience of other countries 
had proved that bulk storage 
and movement saved storage 
space, transport and labour 
cost. Under the bulk system, 
the grain brought from the 
farmers in open carts or trac¬ 
tor trailers would be directly 
transferred to the mandi silos. 
From there it will be moved 
by rail in hopper car with 
about 90 tonne capacity, in¬ 
stead of the traditional wagons 
with a 20-tonne capacity. The 
bagging would be done at the 
end point of distribution. 

Bank Credit for Trade 

Bank credit to the commer¬ 
cial sector as well as expansions 
of money supply in the current 
slack season has been higher 
than in the corresponding 
period last year, according to 
latest official figure. The total 
expansion in money supply in 
the current slack season upto 
September 19 has been Rs 132 
crores or 11 per cent in con¬ 
trast to a decline of Rs 193 
crores (—17 per cent) in cor¬ 
responding period of the 1974 
slack season. In the current 
financial year so far (March 28 
-September 19) money supply 
expanded by Rs 432 crores 
(3.7 percent) as compared to 
a much smaller expansion of 
Rs 107 crores (1 per cent) in 
the corresponding period in 
1974-75. During this period, 
currency with the public in¬ 
creased by Rs 43 crores 
against a decline of Rs 133 
crores last year while deposit 
money increased Rs 399 crores 
compared to Rs 200 crores in 
the same period last year. 

Jute International 

The tripartite talks between 
India, Bangladesh and Nepal 
on the formation of Jute inter¬ 
national providing for an effec¬ 
tive forum for revitalising the 
world trade in jute was held 
recently in Nepal. Mr S. G. 
Bose Mullick, Secretary minis¬ 
try of Commerae, who was the 
leader of the Indian delega¬ 
tion, welcoming delegations 
from Bangladesh and Nepal 


stated that much precious time 
was lost in getting together for 
evolving the programme of 
action. Describing the con¬ 
ference as “historic’*, he said 
it marked a breakaway from 
the traditional individualistic 
approach of produces and ex¬ 
porters in the marketing and 
development of this impor¬ 
tant commodity. ‘‘Our efforts 
has not been either complete 
or sustained to match the 
highly powerful and concen¬ 
trated research development 
and marketing programme un¬ 
dertaken by the synthetic 
manufacturers who have better 
manoeuvrability in price levels 
and advantage of market op¬ 
portunities 94 Mr Badruddin 
Ahmed, chairman of the 
Bangladesh Jute Export Corpo¬ 
ration, stated that jute pro¬ 
ducing countries should have 
a strong organisation for 
research and development. 

Export of Oil Know-how 

Kuwait has obtained the 
services of an expert on reser¬ 
voir engineering from Oil 
India Limited. An agreement 
in this respect was signed wiih 
the Arab petroleum consul¬ 
tants. The expert will help 


APC in studing the behaviour 
of oil in the oil reservoirs. 

A three-party consortium 
is likely to take shape shortly 
for undertaking construction 
of pipelines in India and ab¬ 
road. The parties are: Oil 
India Limited. Engineers India 
Limited and Engineering pro¬ 
jects India Limited. A formal 
exchange of letters among the 
three parties for the purpose 
took place recently. Engine¬ 
ering Projects India Limited 
will set up offices in West Asia 
to be able to make turn key 
bids in that part of the world 
for construction of pipelines. 
Oil India Limited, with its 
expertise products pipelines, 
will undertake consultancy ser¬ 
vices to both Engineers India 
and Engineering Projects India. 
Under the tfipratite arrange¬ 
ment, Engineering India is 
likely to undertake feasibility 
study and project report, sur¬ 
vey and selection of routes and 
different types of crossings de¬ 
sign and selection of pumping 
station> and selection of equip¬ 
ment, including civil work. 
EPFs share of work will be 
contraction, supervision dur¬ 
ing construction and commis¬ 
sioning. 


GOVERNMENT OF INDIA 

5J per cent Bonds 1985 to be issued at Rs 100.00 and re¬ 
payable at par on 20th October, 1985 

Applications for the above bonds, which arc being issued under sub-section 
3 of Section 3 of the Voluntary Disclosure of Income and Wealth Ordinance, 

1975 (15 of 1975), will be received in the form of cash or cheque or draft and 
will be limited to 5 per cent of the voluntarily disclosed income or 2.5 per cent 
of the net wealth or value declared by the applicant, as the case may be. 

2. Subscription will be received at : 

(a) Offices of the Reserve Bank of India at Ahmedabad, Bangalore, 
Bombay (Port and Byculla Calcutta, Hyderabad, Kanpur. Madras, 
Nagpur, New Delhi and Patna. 

(b) Branches of the subsidiary banks of the State Bank of India con¬ 
ducting Government treasury work except at Hyderabad; and 

(c i Branches of the State Bank of India at other places in India 

without any limit as to the amount. The last date for receiving applications 
is 30th January, 1976. 

3. Interest on the bonds will be paid half-yearly on the 20th of April and 
:0eh of October. Interest on the bonds together with interest on other pre- 
' ions Government securities and income from other approxed investments 
will be exempt from income-tax subject to a limit of Rs 3,0QQ per annum and 
subject to the other provisions of Section 801. of the Income-tax Act, 1%1. 
The value of investments in the bonds now issued together with the value of 
other previous investments in Government securities and the other invest¬ 
ments specified in Section 5 of the Wealth Tax Act, 1957 will also be exempt 
from the Wealth-tax upto Rs 

4. The Bonds will be non-negotiable and cannot be sold, transferred, 
assigned or otherwise disposed of by the holder, but subject to the provisions 
of any law, which is for the time being in force, may be acquired by succession 
by the legal heir(s) or successor(s) of the holder, as the case may be. 

5. Application forms for investment in the new bonds may be obtained 
from the receiving offices mentioned in paragraph 2 above. 
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caught napping 

on Gratuity issue 


He didn't know that 

The payment of Gratuity Act, 1972 
makes gratuity payment compulsory 
for employees getting less than 
Rs. 1,000/- per month and is appli¬ 
cable to all institutions which have 
ten or more employees. 




He didn't know that 

As per Finance Act, 1975, for avail¬ 
ing of the Income-tax concession on 
the accounting provisions made for 
gratuity liabilities, the first step he 
has to take is to set up a Gratuity 
Trust Fund on or before 31st 
December 1975. 


It is never too late. Call on LIC. 


The easiest and the best 
solution is to install LIC’s 
Group Gratuity Life Assurance 
Scheme. The scheme offers you 
4 big advantages: 

1. LIC’s Scheme enables you 
to avaiLofthe tax exemption 
as thtf money put aside will 
be treated as a business 
expense. 


2. LIC has the requisite actua¬ 
rial and legal expertise for 
the complex operation of 
gratuity funding. 

3. LIC offers competitive rates 
for such funding. 

4. Only LIC Schemes can 
assure liberal death gratuity 
benefit—whatever be the 
employee's length of service- 


For full particulars, please 
contact our nearest Regional 
Centre for Group Gratuity 
Schemes at: 

NewDelhi,Chandigarh,Kanpur, 
Calcutta, Madras, Hyderabad, 
Ahmedabad, Bangalore, Coim¬ 
batore, Bombay and Poona. 


Life Insurance Corporation of India 



S22 


EASTERN ECONOMIST 


RADflWklC/C^' 

OCTOBER 31, 1975 



COMPANY 

AFFAIRS 


Mukand Iron 

Although sales of Mukand 
Iron and Steel Works Ltd have 
gone up by Rs 5.53 crores to 
Rs 37.90 crores during the year 
ended March 31, 1975, gross 
profit has suffered a serious 
setback to Rs 2.29 crores 
from Rs 4.19 crores in 1973-74. 
The directors have recommen¬ 
ded an equity dividend of one 
rupee per share. Out of this 60 
paisc per share will be paid 
immediately while the balance 
will be paid in two equal in¬ 
stalments in July 1976 and 
July 1977 together with an in¬ 
terest of eight per cent per 
annum. During the year in¬ 
flationary and recessionary 
tendencies prevailed simul¬ 
taneously in the economy. The 
company faced a difficult situa- 
tion in which production costs 
increased with ihe costs of 
major inputs but the selling 
prices for the major categories 
of rolled products per force 
remained static while in some 
categories the vSelling prices 
declined steeply as a result of 
sluggish demand. 

Besides the higher prices 
of scrap, fuel and electricity, 
higher payment of dearness 
allowance to employees and 
bank interest charges, without 
a corresponding increase in 
the selling prices, lesser capa¬ 
city utilisation in the foundry 
and machine building division 
due to prolonged power cut 
also acted as constraints. This 
resulted in a sharp drop in 
profits. 

Cost reduction 

A number of steps have 
been taken by the company to 
stem in the erosion in profit¬ 
ability. A cost reduction pro¬ 
gramme launched by the com¬ 
pany covering all facets of 
management which has al¬ 
ready achieved tangible results. 
The production pattern for 
rolled steel has also been chan¬ 


ged as to produce more of 
such steels which enjoy a 
readier and better market such 
as carbon constructional and 
alloy steels. Steps have also 
been taken to ensure belter 
management of inventory, 
book debts and other current 
assets as a means of reducing 
interest cost. 

A Rs 6.00 crore modernisa¬ 
tion and diversification scheme 
has been launched by the com¬ 
pany for maintaining and im¬ 
proving its profitability. These 
include the modernisation of 
steel foundry, installation of 
balancing equipment in the steel 
plant, revamping of the mer¬ 
chant mill and manufacture of 
fishing trawlers. It is propos¬ 
ed to raise the necessary- 
finance by debentures to be 
issued to various financial in¬ 
stitutions, a foreign exchange 
loan from ICICI and from in¬ 
ternal resources. 

The company exported 
11,176 tonnes of bars, rods 
and wire rods valued at Rs 
27.3 crores from out of the 
country's total export of 
32,827 tonnes. The company's 
performance thus stands out 
as the highest in the country 
for these products. 

Delhi Cloth 

Delhi Cloth and General 
Mills has enhanced the equity 
dividend to Rs 1.25 per share 
(5 per cent) for the year ended 
June 30, 1975 from 88 paise 
per share (3.52 per cent) paid 
in the preceding year. Sales 
during the year recorded a 
steep rise to Rs 156.84 crores 
from Rs 128 crores but gross 
profit declined to Rs 12.42 
crores, registering a fall of Rs 
1,77 crores over 1973-74. Out 
of the gross profit, the direc¬ 
tors have set apart a sum of 
Rs 7.45 crores to depreciation 
reserve as against Rs 7.11 cro¬ 
res in the earlier year while 
the appropriation to develop¬ 


ment rebate reseve was raised 
to Rs 1.73 crores from Rs 
63.79 lakhs previously. Taxa¬ 
tion absorbd Rs 2.11 crores as 
against Rs 4.60 crores in the 
preceding year. The net pro¬ 
fit after these allocations am¬ 
ounted to Rs 1.13 crores as 
compared to Rs 1.84 crores in 
1973-74. 

Formica India 

Bombay Burmah Trading 
Corporation proposes to pur¬ 
chase from Formica Inter¬ 
national of the UK its entire 
shareholding in Formica India 
comprising 7.5 lakhs equity 
shares of Rs 10 each at Rs 7,50 
per share, being the amount 
paid-up on each share. The 
necessary permission for the 
proposed purchase of share 
has been obtained Irom the 
RBI. The corporation already 
holds 7.35 lakh equity shares 
out of the total of 15 lakh 
equity shares in the share capi¬ 
tal of Formica India. The 
management feels that the in¬ 
vestment will be advantageous 
to the corporation. 

Kirloskar Oil Engines 

Kirloskar Oil Engines is 
setting up a project at Ahmed- 
nagar in Maharashtra for 
manufacturing metal powder 
and the bi-metal “strips which 
will be used in the manufac¬ 
ture of thin and thick walled 
bearings. The plant will have 
an installed capacity of 400 
tonnes of metal powder, nine 
lakh metres of bi-mctal strips 
and 25,000 centrifugal cast¬ 
ings. The com pan) has ente¬ 
red into a collaboration agree¬ 
ment with Glacier Metal Co. 
Ltd of the U.K. This will be 
basically a service unit for the 
company’s main plant at 
Pune. 

At present the entire 
requirements of metal powder 
are imported by the company. 
The project is estimated to 
cost Rs 1.68 crores and it will 


be financed by sales lax loan 
from SICOM of Rs 49.25 
lakhs, deferred payment faci¬ 
lities under IDBI rediscount¬ 
ing scheme of Rs 30 lakhs, 
term loan from SICOM of Rs 
40 lakhs, term loans from 
banks of Rs 20 lakhs and in¬ 
ternal sources of Rs 28.49 
lakhs. Production is expected 
to commence by March 1976. 

Usha Rectifier 

Usha Rcclifter Corporation 
(India) Limited, one of the 
pioneers in the field of elec¬ 
tronic components and power 
electronics, has made a major 
break-through in ihe field of 
semiconductor technology by 
developing, for ihe first lime 
in India, know-how for the 
manufacture of Power Thyris¬ 
tors (Silicon Controlled Recti¬ 
fiers) of ratings upto 150 
Amps. The company was 
issued a letter of intent for 
the manufacture of Silicon 
Diodes and Thyristor> in 1971. 
Although at that time die 
government allowed foreign 
collaboration for the manufac¬ 
ture of these power devices, the 
company took upon itself the 
challenging job of indigene- 
ou si y de veiopi ng, k no w-h ow' 
for their manufacture. The 
company was able to achieve 
this break-through with the 
help of a team of highly quali¬ 
fied Engineers who, during the 
past four years, have been en¬ 
gaged in intensive research for 
the development of these devi¬ 
ces. 

The company has its 
own Research and Develop¬ 
ment Cell which was among 
the first to be recognized by the 
Department of Science and 
Technology, government of 
India The Thyristors are 
manufactured using the Argon 
Arc Welding technique which 
is th; latest technique and en¬ 
sures greater reliability and 
longer life of the devices. 
Global competition 

The company has received 
numerous enquiries from the 
European market for this pro¬ 
duct. Since very few com¬ 
panies around the world have 
the capability to manufacture 
such devices, the company 
hopes to enter global competi¬ 
tion in a big wav and bag ex¬ 
port orders worth several cro- 
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fes of rupees during the next* 
few years. 

ACC 

The Associated Cement 
Companies Ltd. has secured a 
letter of intent for granting 
an industrial licence to manu¬ 
facture a wide range of 
catalysts and absorbents in¬ 
cluding molecular sieves. Pro¬ 
duction of these will be at the 
company's industrial establish¬ 
ment in Thana. The licence 
has been granted to ACC in 
recognition of its efforts in 
indigenous research and 
Development towards evolving 
products that will save valu¬ 
able foreign exchange, by re¬ 
placing expensive equivalents 
hitherto imported. These pro¬ 
ducts will also have an export 
potential. Among these new 
products are a variety of syn¬ 
thetic zcolits (molecular sieves) 
activated aluminas, catalysts 
and sintered high purity alu¬ 
mina products like reactor 
liners, catalyst carriers and 
bed supports, tower packings, 
etc. 

ACC's know-how for 


these products, which are 
produced for the first time in 
the country, has been entirely 
as a result of its own R and D 
through many years at the 
company’s Central Research 
Station in Thana, where these 
products were developed, ma¬ 
nufactured in the pilot plants 
and intensively tested. Besides, 
most of these products have 
unergone rigorous testing by 
actual user-industries. The 
use of these products is quite 
strategic in industries such 
as fertilisers, petrochemical, 
chemical, cryogenic and meta¬ 
llurgical. ACC’s research is 
also directed towards the deve¬ 
lopment of processes for com¬ 
plex applications of these pro¬ 
ducts in the above industries 
This application know-how 
is now made available indige- 
neously to the Indian industry. 
Thus obviating the dependence 
for its import through foreign 
collaborations. The licence 
granted stipulates that ACC 
will not seek any foreign colla¬ 
boration for the manufacture 
of these products. Neither 
foreign collaboration nor any 


import of plant and machinery 
is necessary since the entire 
know-how, including design 
of equipment, has been fully 
developed by ACC at its own 
Research and Development 
Division. 

Apart from the products 
covered under the above indus¬ 
trial licence, the R and D 
Division of the company has 
successfully developed and 
marketed other import-substi¬ 
tution products in the refrac¬ 
tory class, such as Cal-al-75, 
Whytheat refractory cast¬ 
ables and super refractory ex¬ 
pendables with sillimanite, 
alumina and zircon as base 
materials. These products arc 
notable for their ability to 
withstand extremely high tem¬ 
perature conditions (upto 
1800°C), severely corrosive 
atmosphere and very high ther¬ 
mal shock. 

Glaxo 

Glaxo Laboratory (India) 
Ltd has made fine progress 
during the year ended June 30, 
1975. Sales during the year 
recorded a smart rise to Rs 


41.58 crores from Rs 35.38 
crores in 1973-74 while gross 
profit was appreciably higher 
at Rs 4.24 crores as against 
Rs 3.84 crores in tne preced¬ 
ing year. The directors have 
doubled the dividend to Rs 
1.40 per equity share. Out of 
this, Rs 0.60 per equity share 
will be paid on or after Dece¬ 
mber 5, 1975 while the balance 
will be paid in two equal ins¬ 
talments on July 5, 1976 and 
July 5, 1977 with an interest 
of eight per cent. 

Out of gross profit, the 
directors have appropriated a 
sum of Rs 66.68 lakhs to dep¬ 
reciation reserve as against Rs 

59.59 lakhs in 1973-74 while 
the allocation to taxation re¬ 
serve was stepped up from Rs 
186.00 lakhs to Rs 209.70 
lakhs. After adding the pre¬ 
vious years’ tax adjustments 
of Rs 7.24 lakhs and Rs 6,637 
being the balance brought for¬ 
ward from the previous year, 
the disposable surplus came to 
Rs 155.33 lakhs. Out of this 
a sum of Rs 110.00 lakhs was 
allotted to general reserve 
1975 while an amount of Rs 
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45.20lakhs was transferred to 
general reserve. The balance 
of Rs 12*966 has been carried 
to the next year’s account. 

Unit Trust 

The sale and repurchase 
prices of the units of the Unit 
Trust of India were raised by 
five paise each to Rs 10.50 and 
Rs 10.20 per unit respectively 
with effect from October 23. 

News end Notes 

Apolo Tyres which entered 
the capital market on October 
20 is the first firm in the 
country to take advantage of 
the Reserve Bank’s recent 
scheme to attract investments 
of non-resident Indians abroad 
in equity shares of new public 


companies for setting up in¬ 
dustries. Immediately after 
the RBI made the plan public, 
it is reported that the com¬ 
pany's executives have rushed 
abroad and have booked subs¬ 
cription upto October 23, for 
shares worth Rs 60 lakhs, all 
in foreign exchange. In order 
to provide more time to non¬ 
resident Indians abroad to 
buy its shares, the manage¬ 
ment, it is learnt, has decided 
to keep the public issue open 
till the close of the banking 
hours of October 30, even if 
(he issue is fully subscribed be¬ 
fore that date. The company 
is offering 46,50,000 equity 
shares of Rs 10 each and 
75,000(11 percent) cumulative 
redeemable preference shares 


of Rs 100 each for cash at 
par to the public for subscrip¬ 
tion. 

Mr S.B. Chavan, chief 
minister of Maharashtra, 
presented the first ever govern¬ 
ment of Maharashtra Awards 
for best export performance 
during 1973-74, of companies 
located in Maharashtra, to 
Tata Exports Limited and 
Tata Engineering & Locomo¬ 
tive Co. Ltd, at a function 
held in Sachivalaya on Octo¬ 
ber 16. The awards, in the 
form of Silver Plaques, are in 
the category of Export House 
and Large Scale Manufacturer/ 
Exporter respectively. 

One of the large. t exporl 
houses in India, Tata Exports 


was specially constituted iA 
late 1962 for developing ex¬ 
ports of non-traditional pro¬ 
ducts to new markets. Nearly 
72 per cent of its export turn¬ 
over of Rs 25.07 crores in 
1973-74 was of non-traditional 
products, with cumulative ex¬ 
ports since inception exceed¬ 
ing Rs 150 crores to over 100 
countries around the world 
with the support of over 200 
quality conscious Indian 
manufacturers. 

The Tata Engineering & 
Locomotive Co. Ltd., already 
the recipient of the all-India 
Top Exporter's Shield for the 
highest export in the field of 
engineering goods in 1973-74 
from the Engineering Export 


Dept, of Atomic Energy. .Bombay 


On behalf of the President of India, the Director, Directorate of Purchase -S-3 [- 3 

and Stores, Department of Atomic Energy, Bombay, invites lenders upto 3 1. 1400 mmdia. \95 mm thick- 
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2. 'DPS/BARC/MTL/3183 Due on 6.11.75 Magnetic Materials for Hysteresis 
Motors in form of sheets, rods, discs and cylinder 

3. DPS:NAPP:GEN*8 Due on 6 11.75 Sanitary Fittings such as Water 
closet, flushing, cistern, wash basin, solid plastic seat etc. 
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approx. 

5. DPS/PPED/PPI77oO Due on 7.11.75 supply of Rubber flexible joint 
along with matching carbon steel flanges. 

6. DPS/TAPS/FUR/11, ( > Due on 7.11.75 Fabrication Erection. Painting 
and supply of two tier storage racks 15 Nos. 

7. DPS/HWP/PPF/405 Due on IQ. 11.75 Supply of different types of valves 

8. DPS/BARC/ENCi/7609 Due on: 13.11.75 Fabrication and supply of 
Washing Trolley for Laundry 6 Nos. 

9. pPS/PPED/ENG/975 Due on 13.11.75 Design, preparation of shop 
drawing, fabrication of Stainless Steel Resin Deuteration Hopper 2 Nos. 

10. DPS/NFC/ENG/260 Due on 14.1.1.75 Fabrication and installation of 
Attenuators for Nuclear Fuel Complex, Hyderabad. 26 Nos. 

U. DPS/NFC/PAB/45 Due on 14.11.75 Fabrication and supply of 
Double Walled Vacuum Chamber comprising of 12 mm. thick SS AlSl 3Q4 
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suitable baffles for water cooling 1 No. 

12. DPS/BARC/PPE/1788 Due on 14.11.75 Supply of Stainless steel 
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14. DPS/MAPP/ELE/59 Due on: 17.1.1.75, Hydraulic operated cables 
crimping tool. Hand crimping tool and accessories l set 

*5. DPS:PPED:PPF:762 DUE ON 17.1.1.75. Supply of Carbon Steel Pipes. 

16. DP8/HWP/ELE/576 Due on: 19.11.75 Manufacture and supply of 
different types of Cable trays and accessories for Heavy Water Plant, Kota. 

17. DPS:RRC:PPF:96 DUE ON 1.9.11.75. Supply of Seamless Stainless 
Steel Pipes. 

18. DPS/PFED/STC/59 DUE ON 20-11-75 Boiler Quality Plates conform¬ 
ing to IS: 2QQ2 Gr. 28 specification with test certificate Size.: 22mm x Std. 
length A Width-Quty: 35 M.T. 

29. DPS/NFC/ELE/93. Due on: 20.1,1.75 Thermocouple wiie Tungston 
Vs. Tungston 26 % Rhenium of 0.5 mm. diameter. 100 Double Metres. 

20. DPS;RRC :PPF-98 DUE ON 21-11-75. Manufacture and supply of 

Bellows. 

21. DPS;NAPP:PPBD;FAB:9 DUE ON 24-U-1975 Manufacture, ius- 
gjetjon^restirj^packaging, supply and guarantee of the following Carbon 


Supply of Stator Coils for 


3. 1000 mm x 1000 mm x 50 mm thick : 

0 Nos. 

tr-2 Nos"* 38 DUE ° N 24 -"*’ 5 End lc; ‘ d "'S machine. 

I Thinner ^hov^ST^"' 7 °° ^ 

AtscmWvand R^ G 6Nos' JUC ^ 2M 

2 v 5 i v 1 vr ry , p ^'7 hine machi ~ 

Tanks. D “No n: 27 '"’ 75 Filhriaction and suppl y of 

27. DPSrBARC:POL: 1930. Due on : 27-11-7* For Liauid Toilet q,v»p, 

60,000 Litres Conforming to ISS 4199 q d l0liet Soap ’ 
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testing of the single phasing Preventor for the protection of 415 Volts. 3 phase 
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34. DPS/PPED/F.EQ/181 Due on 9-12-75. Design, manufacture, testing 
and supply ot Motor C ontrol C entres. .2 Nos ** 

pPS/RRC/PPF/93 due on 10 12-75. Manufacture, shop testing packing 
and delivery ot Seamless and welded ( arbon and alloy steel pipes and fitting % 

36. DPS:BARC:CAP.i831 DUE ON IQ-12-75 Oil free! prcssured sSon 
miniature laboratory pumps, air capacity 10 its. minutes.. -g Nos 

37. DPS/ RRC/PPF/88 due on 11-12-75, Supply, inspection, testing, tro¬ 
pical pack mg and delivery of Austenitic seamlcs stainless steel tubes and nines 

38. 1>PS:NFC:CAP:323 DUE ON 15-12-7S Single singe and iwo^tage'roots 
vacuum pump, capacity 150 m 3 /hr. -2 Nos. each 

Tender documents priced, Rs 5 each for items 1,3,4,67,9.10,13,17 19 20 
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Promotion Council (EEPC) 
had exported over 10,500 com¬ 
mercial vehicles of the cumu¬ 
lative value of Rs 57 crores 
till 1973-74 to more than 25 
countries around the world, 
with total exports during 
1973-74 of Rs 7. crores 
amounting to 87.8 per cent 
of the country’s automobile 
exports. 

Carbon Corporation Ltd is 

setting up a project for the 
manufacture of 5,000 tone per 
annum of graphite electrodes 
and anodes. The company is 
being promoted by H.L. Finan¬ 
cial Consultants and Manage¬ 
ment Services Pvt Ltd. (1IC- 
OM) and the technical colla¬ 
borators arc Graphite India 
Lid—who are at present the 
sole manufacturer of these 
products in India. The pro¬ 
ject is being set up at Satpur 
industrial estate at Nasik in 
Maharashtra. The main consu¬ 
mers of these products are 
alloy steel and special steel 
manufacturers using electric 
arc furnaces and caustic chlo¬ 
rine manufacturers. 


The present shortfall of 
graphite electrodes and 
anodes are being met by 
imports and this project 
will therefore be an im¬ 
port substitution one. The 
western zone is one of the 
major consuming centres of 
these graphite electrodes and 
anodes and consumers in this 
area will thusjbe benefited. 

Graphite India Lid ob¬ 
tained the technical know-how 
for the manufacture of graphite 
electrodes and anodes from 
one of the world largest manu 
facturers of these products— 
Great Lakes Carbon Corpora¬ 
tion, USA. Graphite India Ltd 
have been in this field for the 
past eight years and have two 
plants operating at Durgapur 
and Bangalore respectively. 
They have successfully adopted 
the sophisticated technology 
obtained from Great lakes 
Carbon Corporation, USA 
to the Indian conditions and 
have the experience of putting 
up the Bangalore plant based 
on this adapted know-how. 

The main raw materials for 


the products are calcined 
petroleum coke and pitch. 
Both these raw materials are 
easily available within the 
country to the required speci¬ 
fications and so production 
planning and inventory con¬ 
trol are much easier in this 
case. 

The cost of the project is 
estimated at Rs 490 lakhs to 
be made up of Rs 180 lakhs of 
equity capital and Rs 310 
lakhs of icrm loans. Out of the 
equity capital of Rs 180 
lakhs, Rs 108 lakhs will be 
offered to the public. The 
public issue will be made 
shortly. 

New Issues 

A new project is being set 
up by Panchkula Malt at Pan- 
chkula (Haryana) for manufac¬ 
turing malt and various other 
malt products from barley. 
The plant will have a capacity 
of 4,200 tonnes of malt per 
annum utilising the highly 
sophisticated, WanJcrhaufcn* 
system used extensively in W. 


Germany and alt over Europe 
for producing international 
quality malt. It has been 
particularly chosen with re¬ 
ference to Indian conditions. 
Technical know-how has been 
obtained from Gherzi Organi¬ 
sation , Zurich (Switzerland) 
through Gherzi Eastern Ltd, 
Bombay. 

Besides the brewery indus¬ 
try, the demand for malt has 
been rising from other major 
users such as distilleries, manu- 
factuers of malt food, pharma¬ 
ceuticals and confectioneries. 
The company has also given a 
firm commitment to the 
government of India to export 
1,500 tonnes of mall a year, 
for which firm orders are on 
hand, Commercial production 
is expected to start by April 
1976. 

The cost of the project is 
placed at Rs 82 lakhs, which 
will be met by share capital 
(Rs 34 lakhs), term loans 
from the Haryana Financial 
Corporation (Rs 30 lakhs), 
and term loan from Syndicate 
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Bank (Rs 18 lakhs). The com¬ 
pany proposes to issue shortly 
2.04 lakh equity shares of 
Rs 10 each at par. 

Prachi Resorts is settingup 
a three-star hotel at Bhubane¬ 
shwar (Orissa). The cost of 
the hotel is estimated at Rs29 
lakhs, which is proposed to be 
met by share capital of Rs 11 
lakhs, loan from Orissa State 
Financial Corporation of Rs 
11 lakhs, loans from Canara 
Bank of Rs 6 lakhs and loans 
from directors and their asso¬ 
ciates of Rs 1 lakhs. The 
company proposes to issue 
shortly 57,300 equity shares 
of Rs 10 each. Besides, 8,700 
equity shares of Rs 10 each 
are also being offered for sale 
by the existing shareholders 
in order to comply to the 
listing requirements of the 
Calcutta Stock Exchange. The 
hotel is expected to be ready 
by the end of March 1976. 

Capital and Bonus 
Issues 

Consent lias been granted 
to 12 companies to raise capi¬ 
tal. The details arc as follows: 

M/s Vegetable Products 
Limited, has been accorded 
consent, valid for three 
months, to capitalise Rs 9 
lakhs out of its general reserve 
and issue fully paid equity 
shares of Rs 100 each as bonus 
shares in the ratio of three 
bonus shares for every five 
equity shares held. 

M/s Pransukhlal & Co Pvt 
Limited, has been accorded 
consent, valid for three 
months, to capitalise Rs 9.75 
lakhs out of its general reserve 
and issue fully paid equity 
share of Rs 100 each as bonus 
shares in the ratio of one 
bonus share for every one 
equity share held. 

M/s Pudumjee Pulp & Paper 
Mills Limited, has been accor- 
dep consent, valid for three 
months, to capitalise Rs 50, 


lakhs out of its general re¬ 
serve and issue fully paid 
equity shares of Rs 10 each 
as bonus shares in the ratio of 
one bonus share for every two 
equity shares held. 

M/s Schrader-Scovill Dun¬ 
can Limited, Calcutta, has 
been accorded consent, valid 
for three months, to capitalise 
Rs 46.20 lakhs out of its gene¬ 
ral reserve and issue fully 
paid equity shares of Rs 10 
each as bonus shares in the 
ratio of one bonus share for 
every one equity share held. 

M/s Blue Star Limited, 
Bombay, has been accorded 
consent, valid for three 
months, to capitalise Rs 
21,35,250 out of its general 
reserve and issue fully paid 
equity shares of Rs 10 each, 
as bonus shares, in the ratio 
of three bonus shares for 
every 10 equity shares held. 

M/s Bharat Radiators Pri¬ 
vate Limited, Bombay, has 
been granted consent, valid 
for a period of 12 months, 
for issue of equity shares 
worth Rs 77,800 to be issued 
to the existing shareholders 
for cash at par on rights 
basis. The proceeds of the 
issue will be utilised for meet¬ 
ing the working capital re¬ 
quirements of the company. 

M/s Mercury Paints & Var¬ 
nishes Ltd, Bombay, has been 
accorded consent, valid for 
three months, Co capitalise Rs 
5 lakhs out of its general 
reserve and issue fully paid 
equity shares of Rs 10 each 
as bonus shares in the ratio 
of one bonus share for every 
two equity shares held. 

M/s Greaves Foseco Limi¬ 
ted, Bombay, has been accor¬ 
ded consent, valid for three 
months to capitalise Rs 20.32 
lakhs out ofits general reserve 
and issue fully paid equity 
shares of Rs 10 each as bonus 
shares in the ratio of one 


bonus share for every one 
equity share held. 

M/s Kesoram Industries & 
Cotton Mills Limited, Cal¬ 
cutta, has been accorded con¬ 
sent, valid for three months, 
to capitalise Rs 1.50 crores 
out of its general reserve and 
share premium account and 
issue fully paid equity shares 
of Rs 10 each as bonus shares 
in the ratio of one bonus 
share for every two equity 
shares held. 

Application of M/s Nathani 
Steels Private Limited, Bom¬ 
bay lor the issue of bonus 
shares of Rs 10,00,500 has 
been rejected by the central 
government. 

M/s Rajasthan State Indus¬ 
trial & Mineral Development 
Corporation Limited, Jaipur, 
having a paid-up capital of 
Rs 320 50 lakhs have been ac¬ 
corded consent for issue of 
capital of Rs 100 lakhs (with 
the right to retain additional 
subscription to the extent of 
10 per cent of the notified 
amount in the event of over 
subscription) in the form of 
1.00,000 debenture bonds of 
Rs 100 each carrying interest 
% 6.25 per cent per a nnum 


and redeemable after 10 years, 
to the public for cash at an 
issue price of Rs 98.85 per 
cent. The proceeds will be 
utilised for augmenting the 
financial resources of the 
corporation. The consent 
order is valid for 12 months 
only. 

M/s Sovereign Dairy Indus¬ 
tries Limited has communi¬ 
cated to government of its 
proposals to issue capital 
under clause (5) of the Capital 
Issues (Exemption) Order 
1969 for Rs 25 lakhs (inclu¬ 
sive of the capital already 
raised) divided into 2,00,000 
equity shares of Rs 10 each 
and 50,000 11 per cent redeem¬ 
able cumulative preference 
shares, out of which Rs 12 
lakhs worth of equity and the 
entire public subscription to 
repay short term loans already 
obtained from South India 
Shipping Corporation Ltd. 

M's Sadvaidyasala Pvt Ltd, 
has been accorded consent, 
valid for three months. to 
capitalise Rs 3.16,680 out of its 
general reserve and issue 
fully paid equity shares of Rs 
10 each as bonus shares in the 
ratio of six bonus shares for 
every 10 equity shares held. 


Dividends 


(Per cent) 


Name of the company 

Equity dividend dec¬ 
lared for 

Vo.,- _ 

1 bill tuuwu 

Current 

year 

Previous 

year 

Higher Dividend 

Premier Tvres 

June 30, 1975 

18.0 

11.0 

Scindia Steam 

June 30, 1975 

24.0 

12.0 

Investment Corpora¬ 
tion 

June 30, 1975 

11.00 

i 4.25 

Same Dividend 

Badra Codec 

Mav 31. 1975 

12.0 

12.0 

Navjian Mills 

December 31, 1974 

Nil 

Nil 

Swastik Rubber 

December 31. 1974 

Nil 

Nil 

Reduced Dividend 
Sarangpur Cotton Mfg. 

December 31, 1974 

Nil 

16.5 

Radhakrishna Mills 

December 31, 1974 

Nil 

12.0 

Shrceniwas Cotton 

Mills 

December 31, 1974 

5.0 

12.0 

Tubes and Mallcebles 

December 31, 1974 

6 5 

15.0 
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effectively controls nematodes, mites, 
aphids, thrips, jasskb # and other suckmg pests 


o/ 






Protect, 
your potato c 

right math 


TEMIK 10G is a broad 
spectrum systemic pesticide. 
Control of early season pests 
begins within hours of appli¬ 
cation and lasts for several 
weeks. 

When applied to the soil at 
the time of planting, TEMIK 
is quickly absorbed by the 
roots of the germinating 
seeds and by natural 
systemic action, rapidly 
moves to all parts of the 
plant. It provides very 
effective plant protection 
in the early stages of 
growth. The long residual 
action of over 6-8 weeks 
helps the plants to grow 
normal and healthy during 
the most critical periods. ^ 






ayef planting 


■KuyuiyH Union Carbide India Limited 

(gymyilP Agricultural Products Division 

Ahmadabsd • Bangalore • Bhopal • Delhi • Guntur 
Indore • Jultundur • Patna 

Better protection, higher yield! 
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RECORDS 



snmsncs 


cashewnuts, however, dropped. 
The sub-group index for milk 
& milk products declined by 
4.4 per cent to 336.4 due to a 
fall in the prices of milk and 
ghee. 

Higher prices of all oils 
and vanaspati except mustard 
oil resulted in the advancement 
of the sub-group index for 
edible oils by 2.8 per cent to 
340.4. The sub-group index 
& meat moved 


Wholesale 


higher by'l .8 per cent to 588.0 
owing to a rise in the prices of 
all the items under this sub¬ 
group. Sugar & allied pro¬ 
ducts sub-group index also 
moved up by 8.3 per cent to 
353.2 owin to a rise in the 
prices of all the items except 
confectionary. 

Lower prices of tea, bctelnuts 
and salt brought downt he index 
for other food articles by 0.8 
per cent to 304.7 The prices 


Group & sub-group 


for fish, eggs 

Index Numbers of Wholesale Prices by Groups & Sub-Groups 

_ __(Base 196- 621 ^100 ) 

Percentage rise( 4 j 

August July August or fall {--) in 
’75 ’75 74 Aug. 75 over 


prices 

Ttir general index of whole¬ 
sale prices (with base 1961- 
62 -100) recorded a rise of 0.8 
per cent to 311.6 during the 
month of August, 1975 as 
against 309.2 for July, 1975. 
At this level the index for all 
commodities was lower by 
5.8 per cent when compared to 
that of a year ago. 

This rise of 0.8 per 
cent in the general index 
has been contributed mainly 
by food articles which has 
gone up by one per cent al¬ 
though fuel, power, light and 
lubricants and chemicals also 
showed fractional rise. How¬ 
ever, the index for industrial 
raw materials and liquor and 
tobacco declined by 2.7 and 
0.2 per cent respectively. 

Food Articles 

The sub-group index for 
‘cereals’ registered a fall of 1.5 
per cent to 370.9 owing to a 
decline in the prices of all 
cereals included in the sub¬ 
group except barley which 
moved up. Higher prices of 
gram, arnar and urad raised the 
sub-group index of pulses by 
1,0 percent to 432.7. The 
pices of moong and masur 
however moved down. On the 
whole the index for food- 
grains showed a fall of 1.0 per 
cent to 382.2. 

A rise of 7.0 per cent 
to 326.3 in the index for 
fruits and vegetables was 
caused by higher prices of 
onions and bananas. The 
prices of potatoes, oranges and' 


July 75 Aug. 74 


Food Articles 

364.6 

361.1 

375.5 

+ 1.0 

—2.9 

Foodgrains 

382.2 

386.0 

412.2 

-1.0 

--7.3 

Cereals 

370.9 

376.7 

390.7 

-1,5 

-5.1 

Pulses 

432.7 

428.3 

508.8 

4 i.o 

- 45.0 

Fruits & vegetables 

362.3 

305.0 

349.1 

+7.0 

-6.6 

Milk & milk products 

336.4 

351.9 

334.4 

- -4.4 

40.7 

Edible oils 

340.4 

331.2 

422.2 

4 -2.8 

— 19.4 

Fish, eggs & meat 

588.0 

577.4 

546.2 

41.8 

47.7 

Sugar & allied products 

353.2 

326.1 

3)0.8 

4 -8.3 

413.6 

Olliers 

304.7 

307.2 

278.7 

+0 8 

49.3 

Liquor & Tobacco 

313.7 

314.5 

301.9 

- i). 2 

43.9 

Liquor 

194.2 

194.2 

215.2 

Nil 

-9.8 

Tobacco 

319.2 

320.0 

305.8 

- 0.2 

44.4 

Fuel, Power, Light & Lubricants 

351.8 

350.0 

312.9 

40.5 

412.4 

Coal 

331.6 

331.6 

244.3 

Nil 

435.7 

Coke 

423.4 

423.4 

357.3 

Nil 

+ 18.5 

Mineral oils 

408.8 

405.4 

384.0 

-1 0.8 

46.5 

Rectified spirit 

547.2 

547.2 

323.1 

Nil 

469.4 

Electricity 

223.3 

223.4 

204.1 

Nil 

•4-9.5 

Castor oil 

268.2 

260.0 

385.7 

43.2 

— 30.5 

Industrial Raw Materials 

281.0 

273.5 

354.4 

• 2.7 

—20.7 

Fibres 

236.5 

234.5 

299.1 

- 1 - 0.9 

—20.8 

Oilseeds 

337.9 

320.4 

439.3 

+5.2 

—23.1 

Minerals 

160.4 

160.4 

199.0 

NiT 

- -19.4 

Others 

250.5 

252.2 

286.6 

- -0.7 

—12.6 

Chemicals 

330.7 

329.9 

291.3 

+0.2 

413.5 

Machinery & Transport Equipment 

269.9 

269.6 

258.1 

Nil 

44.5 

Electrical machinery 

260.1 

260.1 

239.6 

Nil 

48.6 

Non-clcctrical machinery 

*304.2 

304.2 

298.3 

Nil 

42.0 

Transport equipment 

215.6 

215.6 

202.1 

Nil 

46.5 

Manufactures 

252.0 

252.1 

261.0 

Nil 

—3.4 

Intermediate Products 

303.5 

299.7 

339.1 

4 1.3 

— 10.5 

Textile yarn 

214.3 

214.2 

239.1 

Nil 

- -25.9 

Leather 

268.3 

268.5 

220.9 

■ 0.1 

—21.5 

Metals 

405.6 

398.9 

403.8 

'1 1.7 

-(• 0.4 

Linseed oil 

288.3 

266.2 

463.6 

+8.3 

-•37.9 

Finished Products 

239.5 

240.6 

242.1 

40.5 

—1.1 

Textiles 

219.0 

220.9 

238.8 

-0.9 

—8.3 

Metal products 

298.5 

298.1 

279.2 

+ 0.1 

46.9 

NoiMtietallic products 

276.9 

277.5 

249.9 

.0.2 

410.8 

Chemical Products 

261.7 

263.8 

237.4 

- 0.8 

410.2 

Leather products (shoes) 

149.6 

149.6 

125.4 

Nil 

419.3 

Rubber products 

233.8 

233.8 

* 220.8 

Nil 

45.9 

Paper products 

230.2 

230.2 

218.2 

Nit 

45.5 

Oilcakes 

278.8 

277.2 

361.5 

40.6 

—22.9 

Miscellaneous products 

174,6 

174.5 

171.1 

Nil 

+2.0 

All commodities 

311.6 

309.2 

323.8 

40.8 

—3.8 


Source: Office ofthe Economic Adviser to the government of India, Ministry of industry & Civil 
Supplies, Department of Industrial Development 
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of spices and condiments 
coffee, however, moved up. 

Liquor & Tobacco 

The sub-gfoup index for 
liquor stood stationary at 
previous month’s level of 
194.2. The sub-group index for 
tobacco receded by 0.2 per 
cent to 319.2 owing to a fall 
in the prices of raw tobacco. 

Fuel, Power Light & 
Lubricants 

The sub-group indices for 
coal & coke stood stationary 
at 381.6 and 423.4 respective¬ 
ly. The sub-group index for 
mineral oils advanced by 0.8 
per cent to 408.8 owing to a 
rise in the prices of kerosene 
oil. The sub-group indices for 
rectified spirit and electricity 
stood stationary at their pre¬ 
vious months’ levels of 547.2 
and 223.4 respectively. How¬ 
ever, the sub-group index for 
castor oil moved up by 3.2 
percent to 268.2. 


Industrial Haw Materials 

A rise in the prices of raw 
cotton resulted in the advance¬ 
ment of the sub-group index 
for fibres by 0.9 per cent to 
236.5, although the prices of 
raw jute and mesta, raw hemp 
and raw silk came down. Oil¬ 
seeds also moved higher by 
5.2 per cent to 337.9 due to a 
rise in the prices of all varieties 
included in the sub-group ex¬ 
cept castor seed which moved 
down. 

The sub-group index for 
minerals stood stationary at 
its earlier month’s level of 
160.4 The sub-group index for 
other industrial raw materials 
receded by 0.7 per cent to 250.5 
oving to a fall in the prices of 
tanning materials, rubber and 
lac. The prices of raw hides and 
raw skins however, moved up. 

Chemicals 

The index for this group 
advanced by 0.2 per cent to 
330.7 due to a rise in the price 
of hydrochloric acid. 


Madtinery~4r Transport 
Equipment 

The sub-group indices for 
electrical machinery, non¬ 
electrical machinery and 

transport equipment stood 

stationary at their earlier 

months’s levels of 260.1, 304.2 
and 215.6 respectively. 

Manufactures 

Intermediate Products 

The sub-group index for 
textile yarn stood at 215.3 as 
against 214.2 for the earlier 
month. Leather receded by 
0.1 per cent to 268.3. Metals 
advanced by 1.7 per cent to 
405.6 due to a rise in the prices 
of aluminium sheets/circles and 
zinc. The prices of brass sheets, 
copper sheets and tin, how¬ 
ever, receded. The sub-group 
index for linseed oil also ad¬ 
vanced by 8.3 per cent to 288.3. 

Finished Products 

The sub-group index for 
textiles declined by 0.9 per¬ 
cent to 219.0 due to a fall in 


the prices of cotton manufac¬ 
tures and jute manufactures, 
silk and rayon manufactures, 
and coir mats and mattings 
however moved up. Metal 
products moved up by 0.1 per¬ 
cent to 298.5 owing to a rise in 
the prices oi iron & steel manu¬ 
factures. 

The sub-group index for 
non-metallic pioducts re¬ 
ceded by 0.2 per cent to 
276.0 due to a fall in the prices 
of bricks and tiles. Chemical 
products also receded by 0.8 
per cent to 261.7 due to a 
fall in the prices of fertilizers, 
and paints & varnishes. The 
sub-group indices for leather 
products, rubber products 
and paper products stood sta¬ 
tionary at their last month’s 
levels of 149.6,233.8 and 230.2 
respectively. 

Oilcakes moved up by 0.6 
per cent to 278.8. The sub¬ 
group index for miscellaneous 
products stood at 174.6 as 
against 174.5 in the earlier 
month. 


Index Numbers of Security Prices—All India 


(Base: 1970-71 «100) 


Week ended 


1974 
Oct. 5 


1975 


Sept. 6 


Sept. 13 


Sept. 20 


Sept. 27 


Oct. 4 


Government and Semi-Government 
Securities 

Government of India 

State governments 

Serai-government institutions 

Debentures 
Preference Shares 
Ordinary Shares 

Tea plantations 
Cotton textiles 
Jute textiles 

Silk, woollen and rayon textiles 
Iron and steel 
Aluminium 
Transport equipment 
Electrical machinery, apparatus, 
appliances, etc. 

Chemical fertilizers 

Other basic industrial chemicals 

Cement 

Paper and paper products 
Rubber and rubber products 
Electricity generation and supply 
Shipping 


96.9 

96.4 

96.3 

95.9 

95.3 

95.2 

99.3 

99.1 

99.1 

100.9 

101.2 

101.2 

96.8 

93.1 

93.1 

91.4 

84.3 

84.2 

100.7 

99.8 

99.2 

101.4 

120.4 

121.6 

123.7 

108.5 

107.5 

140.9 

111.0 

111.2 

117.3 

115.6 

114.6 

45.0 

50.3 

49.8 

55.7 

62.7 

61.9 

72.5 

65.0 

65.7 

100,5 

97.1 

96.6 

138.2 

145.8 

144.9 

99.2 

106.0 

106.1 

78.2 

88.8 

88.0 

149.2 

158.2 

158.2 

89.3 

88.0 

87.3 

67.9 

63.2 

61.0 

139.7 

178.5 

171.4 


96.4 

96.4 

96.4 

95.2 

95.2 

95.2 

99.1 

99.1 

99.2 

101.5 

101.6 

101.6 

93.0 

93.0 

93.0 

84.2 

84.1 

84.0 

98.4 

97.1 

96.6 

121.2 

120.0 

118.6 

106.9 

105.9 

105.3 

109.2 

107.1 

106.0 

113.6 

113.4 

113.9 

49.2 

47.0 

46.9 

60.8 

59.4 

58.2 

63.7 

61.8 

61.5 

95.7 

94.0 

93.3 

143.8 

140.9 

139.6 

105.3 

103.9 

103.5 

87.4 

86.3 

85.2 

158.1 

155.9 

155.1 

86.4 

84.9 

83.7 

59.8 

59.4 

59.0 

163.8 

161.2 

163.3 


Source: Reserve Bank cf India 
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Reserve Bank of India 


Scheduled Commercial Banks 


(Rs lakhs) 


(Rs lakhs) 



October 3, 

A week 

A month 

A year 


1975 

ago 

ago 

ago 

Issue Department 

Notes held in 





banking dept. 

18,06 

23,41 

5,15 

21,37 

Notes in circulation 

6.198,48 

6,135,06 

6,298,99 

5,958.10 

Total notes issued 

6,214,54 

6.158.47 

6,304,14 

5,979.46 

Gold coin and bullion 

182.53 

182.53 

182,53 

182,53 

Fortign securities 

121,74 

121,74 

121.74 

141,74 

Rupee coin 
Government of 

16,88 

18.81 

14,48 

19.37 

India rupee 
securities 

5,985,41 

5.834,40 

5,985,40 

5,635,83 

Banking Department 

Deposits of cent. govt. 

, 54,27 

62,44 

60,23 

59.16 

Deposits of suite govt 

12,19 

9.82 

11.88 

32 43 

Deposits of banks. 

558,96 

550,11 

553,45 

591,98 

Olhei deposits 

1.193,69 

1,179,62 

1.146,19 

371.27 

Other liabilities 

Total liabilities or 

1,850.09 

1,892,87 

1,874,71 

1,455,66 

asset s 

3.669,19 

3,694,86 

3,646,46 

2,510,51 

Notes and coins 

18.14 

23,49 

5,22 

21.44 

Balances held abroad 

695,81 

687,40 

630.99 

466.08 

Loans and Advances to 




State govt. 

133,38 

142,84 

121,86 

98,04 

Scheduled Com. banks 

152,54 

188,50 

58,34 

95.40 

Slate coop, banks 
Other loans and 

429,40 

427,54 

407.73 

318,42 

advances 

431,44 

428,87 

420.19 

289,61 

Bills Purchased and Discounted 




Internal 

81,05 

62,95 

42,15 

142,18 

Govt, treasury bills 

756,25 

1,086,48 

1,033.3! 

652,49 

Investments 

624.99 

301,16 

580,43 

335,50 

Other assets 

346,19 

345,52 

346,26 

91,36 



October 3, 
1975 

A week 
ago 

A month 
ago 

A year 
ago 

1. Demand deposits 

5,413,10 

5,358,73 

5,329,91 

4,643,62 

2. Time deposits 

7,645,47 

7,628,90 

7,539,27 

6,498,42 

3. Aggregate depo- 

sits 

13,058,57 

12,987.63 

12,869,18 

11,142,03 

4. Borrowings from 

Reserve Bank 

152,54 

188,50 

58,34 

95,40 

5. Cash 

298,43 

289.55 

292,11 

280,14 

6. Balances with 

Reserve Bank 

539,64 

530.53 

534,19 

574,13 

7. Cash and balances 




with Reserve 

Bank 

838,07 

8^0.08 

826.30 

854,28 

8. Investments in 
government 

securities 

3,108,60 

3.113 35 

3.070.14 

2,678,06 

9. Advances 

7,402.66 

7.373.09 

7.743,32 

6,310,69 

10. Inland bills pur¬ 
chased and 

discounted 

1.312,90 

1.301,82 

1,269.99 

1,001,46 

11. Ford an bills pur 

chased and dis¬ 
counted 337.99 

338.66 

328.67 

386,60 

12. Total bank credit 

9.053,55 

9.013,57 

8,841.98 

7,691,74 

Percentage of: 

(7)lo (3) 

6.42 

6.31 

6.42 

7.67 

(8)to (3) 

23.81 

23.97 

23.86 

24.04 

(12) to (3) 

69.33 

69.40 

68.71 

69.10 


Source: Reserve Bank of India 


Money Suppl) with the Public 


(Rs crorcs) 


Week ended 


1974 


1975 


Sept. 27 


A. Money Supply with the Public 10,920 

Currency with ihc Public 6,105 

Other deposits with the Reserve Bank 55 

Bank money 6.760 

B. Factors Affecting Money Supply (I + 3 + 4—5) 

1. 'Net bank credit to government sector (a + b) 9,283 

(a) Reserve Bank's net credit to govt, sector 6.511 

(b) Other bank's credit to government sector 2.772 

2. Bank credit to commercial sector (a-j-b) 9,819 

(a) Reserve Bank’s credit to comm, sector 550 

(b) Other bank's credit to commercial sector 9,269 

3. Net foreign exchange assets of banking sector 526 

4. Govt’s net currency liabilities to public 513 

5. Non-monctary liabilities of banking 

sector (a + b+c) 9,221 

(a) Time deposits with banks . 6,864 

(b) Net non-moneiary liabilities of RBf 1,491 

(c) Residua! 866 

C. Aggregate Monetary Resources [A -f B 5(a)] 17,748 


August 29 

Sept.5 

Sept. 12 

Sept. 19 

Sept. 26 

11,935 

■ 12,019 

12,076 

11,954 

11.866 

6,395 

6,497 

6,553 

6,424 

6,319 

47 

45 

52 

42 

43 

5,493 

5,477 

5,471 

5.488 

5,504 

10,681 

10,731 

10,765 

10.574 

10.424 

7,557 

7.556 

7.612 

7.390 

7.205 

3,124 

3.175 

3,153 

3.184 

3,215 

11,127 

11,047 

11,175 

11.302 

11,298 

568 

570 

574 

388 

600 

10,559 

10,477 

10,601 

10.714 

10,698 

285 

313 

338 

353 

369 

535 

536 

538 

541 

539 

10,693 

10,608 

10,740 

10.816 

10,764 

7,895 

7.933 

7,978 

7,992 

8,036 

2,038 

2,037 

2,048 

2,081 

2,090 

760 

638 

714 

743 

638 

19,830 

19,952 

20,054 

19,946 

19,902 


Source: Reserve Bank of India. 
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Consumer Price Index Numbers for Industrial Worktfrs 


(base : 1960-100) 


Centre 

1965-66 

1970-71 1971-72 

1972-73 

1973-74 1974-75 

1974 




1975 










June 

Jan. 

Feb. 

Mar. 

April 

May 

June 

All -India 


186 

192 

207 

250 

317 

301 

326 

325 

321 

323 

327 

328 

Ahmedabad 

130 

176 

181 

198 

245 

305 

290 

311 

305 

304 

307 

310 

308 

XJwaye 

145 

198 

202 

215 

267 

346 

322 

368 

265 

378 

391 

388 

394 

Asansol 

140 

189 

194 

206 

245 

316 

301 

320 

320 

319 

318 

320 

322 

Bangalore 

144 

186 

194 

212 

265 

318 

299 

335 

340 

336 

336 

345 

340 

Bhavnagar 

132 

186 

194 

217 

273 

327 

302 

345 

340 

333 

329 

334 

332 

Bombay 

130 

182 

190 

203 

233 

289 

277 

298 

300 

301 

303 

308 

309 

Calcutta 

131 

182 

187 

197 

228 

288 

276 

289 

279 

275 

280 

287 

285 

Coimbatore 

132 

163 

177 

189 

218 

309 

272 

341 

353 

335 

334 

335 

334 

Delhi 

136 

199 

211 

222 

265 

337 

330 

342 

335 

335 

339 

337 

341 

Digboi 

138 

189 

188 

198 

234 

310 

282 

318 

320 

314 

325 

342 

344 

Gwalior 

139 

191 

197 

214 

271 

348 

339 

350 

350 

343 

334 

343 

344 

Howrah 

137 

186 

191 

206 

239 

298 

285 

300 

294 

289 

286 

291 

292 

Hyderabad 

140 

J89 

195 

211 

251 

304 

284 

325 

320 

317 

319 

322 

327 

Jamshedpur 

136 

183 

187 

202 

249 

313 

3J1 

304 

301 

297 

299 

298 

303 

Madras 

134 

170 

182 

203 

229 

301 

271 

327 

326 

323 

325 

325 

328 

Madurai 

128 

183 

192 

206 

236 

334 

298 

371 

372 

356 

354 

359 

362 

Monghyr 

151 

205 

204 

225 

292 

363 

360 

357 

357 

333 

335 

333 

331 

Mundakayam 

138 

197 

199 

210 

263 

337 

323 

353 

349 

366 

377 

375 

378 

Nagpur 

138 

187 

192 

203 

256 

314 

299 

322 

337 

332 

331 

336 

345 

Saharanpur 

141 

186 

196 

213 

253 

338 

318 

356 

349 

341 

331 

330 

335 

Sholapur 

128 

185 

198 

216 

277 

325 

302 

346 

349 

345 

351 

360 

361 









Source 

: Labour Bureau. Government of India. 




Consumer Price Index Numbers for Urban Non-manual Employees 

















(1960= 

= 100) 








1974 




1975 



Centre 1965-66 1970-71 

1971-72 1972-73 1973-74 

1974-75 -- 


——.—. - 


- _ —. 











May 

Dec. 

Jan. 

Feb. 

Mar. 

Apr. 

May 

All-India 

132 

174 

180 

192 

221 

270 

251 

282 

280 

278 

277 

278 

281 

Bombay 

132 

168 

172 

183 

104 

241 

231 

248 

246 

241 

242 

245 

249 

Delhi- 




• 










New Delhi 

131 

174 

180 

190 

217 

262 

248 

268 

269 

268 

268 

271 

275 

Calcutta 

126 

170 

174 

180 

204 

238 

227 

244 

239 

239 

241 

242 

245 

Madras 

J33 

175 

188 

204 

231 

291 

264 

313 

311 

306 

306 

307 

309 

Hyderabad- 














Secunderabad 

133 

174 

180 

195 

223 

270 

248 

285 

289 

286 

280 

282 

287 

Bangalore 

133 

172 

180 

194 

228 

272 

258 

282 

284 

283 

284 

285 

287 

Lucknow 

132 

166 

174 

185 

215 

265 

248 

274 

272 

269 

270 

268 

269 

Ahmedabad 

131 

171 

173 

188 

222 

271 

253 

280 

279 

278 

276 

279 

282 

Jaipur 

133 

183 

188 

205 

244 

208 

280 

322 

317 

316 

315 

322 

318 

Patna 

139 

191 

190 

199 

229 

286 

261 

299 

293 

287 

287 

285 

284 

Srinagar 

134 

184 

191 

200 

215 

262 

244 

275 

272 

272 

273 

277 

279 

Trivandrum 

131 

178 

184 

198 

231 

280 

266 

289 

288 

292 

292 

295 

298 

Cuttack- 














Bhubaneswar 

142 

176 

184 

196 

221 

266 

246 

278 

273 

269 

267 

271 

276 

Bhopal 

133 

180 

188 

204 

238 

295 

268 

307 

305 

301 

299 

298 

302 

Chandigarh 

129 

178 

183 

194 

217 

265 

246 

277 

277 

277 

277 

280 

279 

Shillong 

123 

166 

175 

183 

208 

257 

233 

267 

262 

267 

274 

275 

281 
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any time... 


DATING 

DATING 

DATING 

any where... any season... 



Century's 


COTTON 

SHIRTING 

WITH RICH 

WOOLLEN FEEL 


CENTURY - for 100% cotton textile * 


CenturizeD 


dT* k::$M 


T« CHTWY srs. ft MFC. CO. Ul 
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isn't ft time you were 
seen in one? 


How long have 
you been telling yourself, 
if not everyone else, 
that Gwalior Suiting is 
your sort of Suiting ? 

Consider your reasons for 
holding back. 

Satisfaction with your 
present suitings? 

This feeling might well 
disappear once you wear 
Gwalior Suiting. The cost? 

Most unlikely. We should 
think Gwalior Suiting's 
outstanding value for money 
is legendary, and in its class, 
probably unique. Or do you 
feel somehow that the reality of 
Gwalior can never match the 
impressions you have cherished 
over the years? Rest assured. 

There is nothing like Gwalior Suiting. 

The combination of superb 
finish and excellent designing will live up to 
your highest expectations, and in all probability, 
comfortably exceed them. 

You know you can see yourself in Gwalior Suiting. 
Isn't it time to stop reflecting? 
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Philips was serving the rural 
areas when selling was still 
comfortable in the cities. 


In 1966 the Government 
suggested that the rural 
areas needed an inexpensive 
radio for news, entertain¬ 
ment and education. 

Philips were first to 
take up the challenge, and 
our engineers quickly 
developed the high-quality 
Bahadur transistor radio. 

It was priced at just one 
hundred and twenty- 
five rupees. 

Philips also planned a 
completely new distribution 
system to take the Bahadur 
to every corner of the 
country. And new ways 


were found to create 
awareness in the rural areas 
about this development; 
even gaily bedecked 
elephants were pressed 
into service. 

Philips' vast after-sales 
service was also extended 
to these areas, to guarantee 
the people that their radios 
would receive expert 
maintenance attention 
throughout their useful lives.' 

With the Bahadur radio. 
Philips India became the 
first bompany to take 
radios in an organised 
manner to the rural areas. 
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Moving finger 

I t may be conceded that Mrs Gandhi has tried frequently and hard to make us under¬ 
stand why emergency had to be declared. Her explanations, however, have tended 
to vary with circumstances. This, naturally, has not helped the cause of enlighten¬ 
ment. Now, however, we have the word straight from the horse’s mouth. The man who 
signed the declaration of emergency and the ordinances thereafter has taken us into his 
confidence regarding the why and the wherefore of the emergency. Speaking in 
Gauhati, the president, Mr Fakhruddin Ali Ahmed, said that there would have been no 
necessity for declaring emergency if only newspapers had played the role of creating 
public opinion against the disruptive activities of some parties and organizations. 1 am 
highly pleased with the value which Mr Ahmed seems to attach to newspapers as moul¬ 
ders of public opinion. Mr Inder Gujral, in his more expansive days, used to treat rather 
lightly the role of the press as an educator of the public. He delighted in doing sums to 
prove that only a marginal minority of the vast Indian community read newspapers or 
let them influence opinion. 


W e are informed that t he crime rate has gone down in the country since the proclama¬ 
tion of emergency. In the capital, for instance, this rate is reported to be down by 
15 per cent. All this is remarkable considering that so many new offences have been 
created by so many ordinances. 

^ome of the opposition groups in the Tamil Nadu Assembly have sought to censure the 
^ DMK government in the state for its alleged indifference to the enforcement of 
emergency or the implementation of the central government's 20-point programme. Thi 
charge, whatever its merits may be otherwise, is certainly unfair to Mr Karunanidhi in 
one important particular. Surely, his administration has been second to no other chief 
minister's in ensuring that newspapers criticize ministers only at their peril. Mr Karuna¬ 
nidhi will not be half the man he is if he does not grasp immediately the advantages 
which press censorship offers to politicians in office. 

W henever I meet an American I find my blood pressure going up. Until recently 
i did not know why this was so. Mi V.B. Raju, speaking at the Commonwealth 
Parliamentary Conference, has just put me wise. Castigating the United States for what 
he said was its profligate consumption of the earth's fuel resources, he asserted that wide 
disparities in the consumption of energy was at the root of international tensions. If 
only Americans would own smaller cars, use them less frequently and drive them less fast, 
the cause of Indo-American amity should make fewer demands on Mr Y.B. Chavan’s 
lime, thought or effort. 

J ust as 1 start wondering whatever has happened to Mr Raghunatha Reddy, I find him 
returning to the public scene with an appropriate Diwali bang. While announcing 
the government’s scheme for the participation of workers in industries at the shop- 
floor level, the minister of stale in the Labour ministry categorically contradicted 
a statement attributed to the deputy Labour minister, Mr Balgovind Verma, that 
the government was considering the scrapping of bonus payment to workers. In a 
formal gesture of politeness to his junior colleague, Mr Reddy suggested that Mr 
Verma might have been wrongly reported in the press, but it is clear that had Mr 
Verma indeed been wronged in this manner, he had enough time to contradict the 
report himself. In any case there is no denying the fact that, although deputy 
ministers are normally in the category of Upper Division clerks where the ministerial 
hierarchy is concerned, some of them have lately taken to pontificating in public on 
matters of state, big or small. Mr Verma is not the only sinner here and the case of 
another deputy minister, viz, Mr DharamBir Sinhaofthe ministry of Information and 
Broadcasting, readily occurs to the mind. It is surely not unfair that junior ministers 
who speak out of turn should be administered a dose of that very same national 
discipline which is being enjoined on all of us and, in this sense, Mr Raghunatha Reddy 
has my fUll sympathy. 
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Cloth and common sense 

The eleventh annual meeting of the just their patterns of production in prompt 


Northern India Colton Textile Mills’ 
Association held in New Delhi last week 
had a purpose more than merely ceremoni¬ 
al as was evident from the speech of its 
chairman. Mr M.D. Dalmia availed him¬ 
self of the presence on the dais of the minis¬ 
ter for Commerce to initiate a dialogue 
between the industry and the government 
on the problems currently facing the for¬ 
mer. While appreciating the need for 
textile mills readjusting themselves to the 
changed economic circumstances not only 
of the textile trade but also of the country 
at large, he pleaded for a proper under¬ 
standing of their claim to relief and help in 
effecting the difficult process of transition. 
Prof. Chattopadhyaya, however, chose to 
respond more as a professor than as a 
minister whose responsibilities include 
caring for industrial production and 
growth. He told the cotton textile indus¬ 
try either to cut down prices voluntarily 
or face government intervention. 

In a buyers’ market manufacturers have 
to cut prices or cut production or, as is 
more often the case, do some of both when 
they find themselves running into loss. It 
does not need a minister’s admonition or 
advice for them to piotect their interests 
in any of these ways. It is in their interest 
as well as in the nation's that they should 
also try to cut costs. Here again a mina¬ 
tory ministerial pronouncement would be 
largely beside the point. The issue simply 
is that a large number of cotton textile 
mills are currently unable to pay their way 
at least where a large part or a wide range 
of their production is concerned. It is 
difficult to sec how government interven¬ 
tion for the purpose of forcing prices down 
could conceivably improve this situation 
either for the good of the cotton textile 
industry or for the benefit of the count ry's 
economy. Moreover, when the govern¬ 
ment intervention that is already existing 
is in fact half the trouble, more of the same 
could only make matters worse. 

For instance, the quota obligation 
imposed on mills in respect of controlled 
varieties of cloth must own to a large part 
of the blame for the existing situation in 
which mi He are rendered unable to read- 


response to changing dimensions of 
demand or other market conditions. The 
government's policy in this respect not 
only makes it harder for the mills to cope 
with the harsh requirements of the transi¬ 
tion but also causes avoidable dislocation 
in the decentralized textile industry. The 
surest way to aggravate the accumulation 
of stocks with mills while causing a slump 
in the demand for the products of the hand- 
loom and power-loom sectors is to keep 
on compelling mills to turn out mass con¬ 
sumption textiles for which there is not 
enough effective demand at present. 
Instead of threatening the industry with 
more government intervention for the pur¬ 
pose of forcing down prices, the Commerce 
minister should in fact be giving thought 
to winding up the Textile Commissioner's 
office as such and in its place organizing 
a small and compact promotional agency 
for attending to the technical and market¬ 
ing needs of the decentralized sector and 
the export problems of the organized mill 
industry. 

This journal of course would readily 
agree t hat t he lion's share of the responsibi¬ 
lity for dealing with the problems of the 
transition to a buyers' market must be 
shouldered by the cotton textile industry 
itself. In this sense it would certainly be 
unreasonable to expect the government to 
rush to the rescue of the industry at the 
expense of the consumer of cloth, the tax¬ 
payer or the public exchequer. It is the 
task primarily of the mills to help maintain 
or stimulate demand by reducing prices 
to the maximum extent possible. This is 
all the more so because prices have cer¬ 
tainly been pushed up in the past to levels 
plainly inhibitive of consumption. Here 
the fact that the price of raw cotton has 
been declining while other prices as well as 
tlie general price level have also been 
coming down should certainly be helpful 
to the mills. 

The minister gave expression to a fairly 
widely held impression that, although cotton 
textile prices might have come down, the 
decline was yet to correspond to the fall 
in the cost of inputs such as raw cotton. 
Leaders of the industry including Mi 


Dalmia do not perhaps share this notion. 
If so, it is up to them to educate both the 
government and the public on their view 
of the situation. Recently a delegation of 
the Indian Cotton Mills Federation, dis¬ 
cussing the credit requirements of the 
industry with officials of the Reserve Bank, 
argued that, while there had been a net 
reduction of only 11 per cent in the cost of 
production, mills had cut yarn prices to 
the extent of from 23 to 24 per cent and the 
prices of cloth to the extent of from 15 to 
30 per cent. This is a matter which need 
not be endlessly debated between the 
government and the industry, since it is 
possible for them to settle the issue in the 
light of ascertainable facts. 

Meanwhile the industry was reported 
to be holding at the end of September this 
year a stock of over 26 million kg of yarn 
or about 2} times more than the stock in 
the corresponding month of last year. 
Again, the stock of about 470 million 
metres of cloth held by the industry at 
the end of September this year was 95 
million metres more than that in the 
corresponding month of 1974. It may be 
assumed that these inventories are being 
cut down to some extent by the steps 
which the industry is taking to meet the 
demands of the buyers’ market. But, 
even so, the government will be ill-advised 
to dismiss out of hand the plea of textile- 
men for some excise duty relief in respect 
of those varieties of cloth on which mills 
may be clearly incurring losses. 

We had suggested earlier that it was up 
to the industry mainly to readjust its pricing 
and marketing policies for maintaining or 
stimulating demand, but Mr Dalmia is 
certainly not beiftg unreasonable when he 
urges the government to share with the 
industry the burden of clearing accumulat¬ 
ing stocks of mass-consumption textiles. 
If Prof. Chattopadhyaya is so very keen 
as all that on government intervention 
for the purpose of bringing down prices, 
this is the form which that intervention 
may most properly take. A combination 
of select i vc relief in the excise duty on doth 
and a substantial reduction in the quota 
obligation imposed on mills in respect of 
controlled varieties of cloth, if promptly 
effected, could make a productive starting 
point for a meaningful discussion between 
the government and the industry of the 
latter’s problems of solvency and growth, 
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Joint approach to jute 


Tub Jute International and the Technical 
Centre which are being set up with head¬ 
quarters in India and Bangladesh respecti¬ 
vely are expected to play a vital role in 
ensuring a better deal for jute goods and to 
protect and promote the interests of jute¬ 
growing countries. Mr Bose Mullick, 
secretary of the ministry of Commerce, 
who presided over the conference of the 
representatives of India, Bangladesh and 
Nepal held in New Delhi last week, referred 
to this decision as “historic” and described 
the many advantages that could be derived 
by the jute producing countries by evolving 
a common strategy against synthetics. 
He referred to the “highly powerful and 
concentrated research, development, and 
marketing programmes” undertaken by 
synthetic manufacturers and stressed the 
imperative need for the jute producing 
countries to organise themselves effectively 
to meet this challenge. 

The representatives of Bangladesh and 
Nepal also welcomed the formation of the 
Jute International and the Technical 
Centre and agreed to cooperate with one 
another actively in promoting the po¬ 
pularity of jute. The share of jute in pri¬ 
mary backing is estimated to have declined 
from 81 per cent in 1968 to about 27 per 
cent at present and in secondary backing 
from 76 per cent to 62 per cent because of 
the intense and increasing competition 
from synthetics. In this situation, close 
and continuous attention to research will 
not only help to strengthen the competi¬ 
tive power of jute but will also facilitate the 
development of new uses for jute. More¬ 
over, by their joint efforts, the jute produc¬ 
ing countries will be able to find new mar¬ 
kets for their products in various parts of 
[ the world. 

The Indian juteinduslry has already been 
giving a great deal of attention to research 
but its efforts have been seriously handi¬ 
capped due to paucity of funds. At 
present, several schemes are tinder imple¬ 
mentation for product deversification, eco¬ 
nomy in the cost of production, reduction 
in wastages, introduction of new products 
and in other fields. Efforts are-also being 


made to improve the productivity of raw 
jute and encouraging results are said to 
have been obtained in evolving high yield¬ 
ing variety of seeds which can also resist 
droughts, Hoods, pests and diseases. The 
Jute International and the Technical 
Centre should be able to give a vigorous 
impetus to research and to ensure proper 
coordination among the producing count¬ 
ries so that the available resources can be 
effectively utilised for their common bene¬ 
fit. 

The jute producing countries can evolve 
and execute the joint strategy successfully 
only if their industries arc able to operate 
on a profitable basis and the governments 
concerned pursue policies which will help 
them to improve their efficiency. So far 
as the jute industry in India is concerned, 
it has been facing one crisis or another in 
recent years, caused by such factors as 
power shortage, persistent labour trouble, 
excessive export duty, scarcity of raw jute 
and credit squeeze. The Indian Jute Mills 
Association said in September this year 
that “the industry had been confronted 
with a crisis believed to be the worst in its 
long history*'. The association revealed 
that the mills were being “squeezed to the 
extent of their very existence being jeopar¬ 
dised”, that they were not able to sell their 
output even at a loss and that the stocks 
of jute mills had risen I o Rs 15 crore*. 

It was estimated that the industry as a 
whole was losing at the rate of over Rs 
5 crores a month on its product.* The 
government of India has recently announ¬ 
ced a cash subsidy of 10 per cent for carpel 
backing but no incentive has been given 
for hessian and sacking. The export duty 
on sacking is still retained at Rs 150 per 
tonne. Even in regard to carpel backing, 
the government has been slow in imple¬ 
menting the decision to offer the subsidy. 
The IJMA said on October 20 that the 
government had not issued the necessary 
orders to the authorities concerned in 
regard to the subsidy and that this delay 
had caused much confusion in the market. 

Meanwhile, the mills have been facing 
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difficulties in complying with the Jute 
Licensing and Control Order Which stipu¬ 
lates that each mill should have raw jute 
stocks equivalent to 10 weeks* requirement. 
Mr S.N. Chakravarti, the Jute Commsi- 
sioncr, said on October 20 that he 
was not convinced about the explanation 
given by the mills for not buying jute 
according to the order. He said that 
financial arrangements were entirely their 
concern and that he was not interested 
how they secured money to buy raw jute. 
The IJMA’s statement that the mills had 
been facing “a precarious liquidity posi¬ 
tion” caused by “an unusual decline” 
in the demand for jute goods both in thd 
international and internal markets seems 
to have made no impression on the Jute 
Commissioner. But can he or the govern¬ 
ment of India disclaim all responsibility 
for the difficult situation facing the jute 
industry at present? 

In Bangladesh also, the jute industry 
has been passing through a critical phase. 
Consider, for instance, the following extract 
from t he White Paper issued by the govern¬ 
ment of Bangladesh on September 17 this 
year: “The performance of jute and jute 
industry, which earns more than 80 per 
cent of our foreign exchange, has been 
Angularly dismal. On account of soaring 
price of paddy in 1974-75 and inappropriate 
price policy with regard to jute, the acreage 
under jule declined from the previous 
season's 22 lakh acres to about 14 lakh 
acres, and the crop declined from 61 lakh 
bales to 39 lakh bales in 1974-75. Per acre 
yield both in quality and quantity declined 
over t he years. The jute industry is suffer¬ 
ing from many problems, such as, manage¬ 
ment difficulties, inefficiency, high cost of 
production and competition from synthe¬ 
tics. In 1969-70, it produced 6.21 lakh 
tons; last year it could only produce 
4.44 lakh tons”. 

Mr Badruddin Ahmed who represented 
Bangladesh at the New Delhi conference 
disclosed in Calcutta that the production 
of quality jute in his country this year was 
encouraging and an export target of 20 
lakh bales of raw jute had been set up for 
this year. He added that domestic con¬ 
sumption and production of jute materials 
were picking up and that the devaluation of 
the Taka would help to promote exports. 
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Besides India, Bangladesh and Nepal, 
other jute producing countries like Burma, 
Thailand and Brazil are also expected to 
join the Jute International. But it is 
mainly for India and Bangladesh to take 
appropriate steps to ensure that the Jute 
International and the Technical Centre 


function effectively and achieve the objec¬ 
tives for which they have been set up. 
New Delhi and the Indian Jute Mills Asso¬ 
ciation should work in closer cooperation 
and understanding with each other if our 
country is to drive the maximum benefit 
from these organisations. 


Food in the south 


A PIQUANT situation is developing in 
the southern region following a big increase 
in the output of foodgrains in Andhra 
Pradesh and Karnataka in the kharif 
season and expectations of bumper crops 
in all the four states. Andhra Pradesh is 
actually experiencing a glut in rice with 
millers overloaded with stocks and unable 
to effect fresh purchases on account of 
financial stringency and difficulties in 
marketing available supplies. The Food 
Corporation has been stepping up its 
procurement purchases and it is confidently 
expected that the contribution to the 
central pool will be considerably in excess 
of one million tonnes, if only the farmers 
could be persuaded to cultivate paddy 
again in the same area in the rabi season 
where assured irrigation facilities are 
available. 

The big increase in food production 
in Andhra Pradesh is due to adequate 
rainfall in Tclcngana and Rayalasema and 
satisfactory storage in the irrigation reser¬ 
voirs. It is even expected that an output 
of 10 million tonnes may be achieved in 
1975-76 and with plentiful availability of 
coarse cereals the increase in production 
of rice will be a net addition t o t he market¬ 
able surplus. If this kind of reasoning is 
correct, Andhra Pradesh may well have a 
procurement target of 1.5 million tonnes 
and more if there is no setback to the 
cultivation of rice on account of the pre¬ 
valence of prices in the open market lower 
than the procurement rate fixed by the 
government. Even before the central 
government decided about the pro- 
curejttent policy in respect of rice for the 
kha&f season, it was represented to the 
ministry of Agriculture by the Tamil 
Nadu and Andhra Pradesh governments 
that higher procurement prices should be 
fixed for paddy procured from their 


regions in order to provide the necessary 
incentives to farmers. 

The demand was not however accepted 
and the procurement target was lowered 
by 700,000 tonnes. It was also stated 
that a bonus scheme will be in operation 
and the states exceeding their allotted 
quotas will be benefited by this scheme. 
The Tamil Nadu government had no diffi¬ 
culty in fixing higher prices for quantity 
procured by it as these quantities would be 
sold only to the consumers in the state 
and there was no contribution to the cen¬ 
tral pool. Also, any low price will result in 
failure of procurement operations as open 
market prices are even now high in some 
regions. The Andhra Pradesh govern¬ 
ment on the other hand cannot adopt a 
similar policy as the contribution to the 
central pool will be nearly one million 
tonnes and even bonus payments cannot 
have an offsetting effect. Again, if the 
farmers have to be supplied fertilizers and 
other inputs on a subsidised basis, the, 
expenditure involved will bear heavily 
on the state's exchequer. 

The state government has therefore been 
in a dilemma and apart from assuring 
cultivators that quantities offered by them 
would be acquired at procurement rate 
and no distress sales should be effected at 
lower prices, no other steps have been 
adopted. The farmers may not be satisfied 
with this assurance as there is no longer 
the advantage of marketing surpluses, after 
the fulfilment of procurement obligations, 
at higher open market prices. Ironically 
enough, the demand has been made that 
higher procurement prices could be fixed 
if paddy has to be cultivated again in tiie 
rabi season. 

Viewing the whole problem from the 
regional angle, every effort should be made 


to maintain production at thehighest level 
in order to bring about a uniform struc¬ 
ture of prices and eliminate scarcity. 
Fortunately, the outlook for the whole 
southern region is encouraging. With the 
recovery in food production in Tamil 
Nadu and exceptionally favourable condi¬ 
tions in Karnataka and Kerala, it is now 
reckoned that the output of all foodgrains 
in the four states will exceed 26 million 
tonnes in 1975-76. If these expectations are 
fulfilled, there will be an increase in gross 
availability in the region by four million 
tonnes as compared to 1974-75. This big 
improvement is, of course, due to. a return 
to normal conditions in Tamil Nfidu, the 
loss on account of drought being estimated 
at two million tonnes. The balance of two 
million tonnes is on account of Andhra 
Pradesh, Karnataka and Kerala which will 
be increasing their output by one million 
tonnes, 8,00,000 tonnes and 2,00,000tonnes 
respectively. 

The availability of 26 million tonnes 
and more in respect of all food grains in 
the four states will be more than adequate 
to meet the needs of consumers in the 
southern region. With the population in 
Andhra Pradesh and Karnataka having 
coarse cereals as staple diet, a net increa¬ 
se in production of rice by 1.5 million 
tonnes over normal levels, should mean so 
much addition to the marketable surplus. 
The question now arises whether inter¬ 
state restrictions in the southern region 
should be removed. If the answer is in the 
affirmative, when should the whole 
region be treated as single zone? 

A definite decision in this regard can be 
taken after the rabi harvest in Tamil Nadu 
has been completed. This is because the 
main crop of rice is raised in these states 
during the north-east monsoon period. 
It may not be necessary even to wait till 
the harvest ing of the crop is completed. It 
will be possible to take a .definite view of 
the yield of the rabi crop by December. 
Some areas will have earlier harvests. As 
in the meanwhile, it will be possible to 
meet the needs of the population with 
paddy procured out of the kharif crop and 
surplus from Andhra Pradesh and Karna¬ 
taka, some ad hoc decision should be taken 
to help farmers in these two regions, and 
also bring down prices in Tamil Nadu. 

There are no reliable estimates of sur- 
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plus stocks office ia Andhra Pradesh and 
Karnataka; but it may not be difficult to 
secure an additional 500,000 tonnes from 
available supplies which can be taken up 
by Tamil Nadu and Kerala. As the Food 
Corporation [it busy effecting procure¬ 
ment purchases and cannot be expected to 
be present in all places at the same time, 
some method will have to be evolved for 
associating the traders and millers with the 
acquisition of surpluses and their trans¬ 
port to Tamil Nadu. The stocks held by 
millers can be immediately despatched to 
Tamil Nadu under the supervision of the 
state government and on a basis accept¬ 
able to the centre. 

The Tamil Nadu government may not be 
opposed to the purchase of three lakh 
tonnes and more as the total needs uptothe 
end of February, may be around 800,000 
tonnes. With the imports of Thailand rice, 
the quantities procured within the state 
.and supplied from Karnataka the lean 
period before the arrival of the main 
harvest can be satisfactorily got over. 
Andhra Pradesh lias already agreed to 
supply about 35,000 tonnes to the neigh¬ 
bouring states on a no-profit-no-loss basis. 
There may, probably, have to be a slight 
increase in the pool price in order to com¬ 
plete the operation referred to above. 
While the Tamil Nadu government may 
not be opposed to the payment of slightly 
higher prices, a major policy decision has 
to be taken by the centre as similar situa¬ 
tion may arise in other regions. 

No harm, however, will be done by 
agreeing to a small increase in prices or 
additional notional bonus payment as it 
is necessary to prevent a diversion of area 
under rice cultivation to other crops in 
Andhra Pradesh or discourage land under 
rice cultivation remaining fallow due to 
^the unattractivencss of cultivation of this 
crop. An eventual decision in regard to 
the lifting of inter-state restrictions is, 
however, inevitable if new trends in pro¬ 
duction in Andhra Pradesh and Karna¬ 
taka are any guide. 

It can also be expected that Tamil Nadu 
too will raise its production of rice to even 
six million tonnes, with the prevalence of 
normal conditions and the use of high- 
yielding varieties, the period of scarcity 
jn this state is in any ease being left 


behind and the deficit of Kerala can be a single zone. This decision will result in 
easily met by the surpluses of Andhra the elimination of artificial features in the 
Pradesh and Karnataka, especially if structure of prices wherever they exist 
Tamil Nadu also has again a marginal sur- within the region and provide also the 
plus. There is thus every justification for necessary encouragement for farmers in 
the centre forming the southern region in surplus areas. 

Assisting industry in 


Tamil 

The Tamil Nadu Industrial Investment 
Corporation(TlIC) did well during 1974-75 
with the number of applications sanc¬ 
tioned reaching 462. This was indeed 
remarkable when placed against 951 appli¬ 
cations sanctioned during the previous 
25 years. The amount of assistance sanc¬ 
tioned during the year was Rs 17.75 crores 
against Rs 5.77 crores in the previous 
year. On the disbursement side, Rs 8.25 
crores were paid out as against the corres¬ 
ponding figure of Rs 4.03 crores a year 
before. It is significant to note that out 
of the 462 units assisted, 319 were new un¬ 
dertakings accounting for the sanctioned 
amount of Rs 11.55 crores. These units 
were to take up the manufacture of pro¬ 
ducts such as industrial boilers, miniature 
automobile lamps, reed switches and 
metal glass film resistors for telecommuni¬ 
cation, metal reflectors, mirrors, electro¬ 
nic lockers, ceramic microphones and 
coir carpets. 

A distinct shift in the corporation's 
operations during 1974-75 was visible in 
respect of assistance to small-scale indust¬ 
ries. The corporation sanctioned'assis¬ 
tance to the extent of Rs 625 lakh to 370 
small-scale units, which compared very 
favourably with the performance of the 
corporation for the entire period of 
25 years, since its inception up to March 
1974, where the total sanctions were only 
Rs 787 lakhs to 397 units. As a proportion 
of the overall performance during 1974-75. 
assistance to small-scale industries formed 
44 per cent of the total amount and 80 per 
ceftt in terms of applications. 

The corporation played a vital role in 
the development of backward areas and 
the stress was so pronounced that as many 
as ISO applications for assistance at con¬ 
cessional terms to units to be established 


Nadu 

in backward areas were sanctioned during 
1974-75 alone as against just 108 applica¬ 
tions sanctioned for such areas during 
all the previous years. The amount sanc¬ 
tioned was Rs 9.03 crores, more than half 
of the total amount sanctioned during 
1974-75. To be effective in the develop¬ 
ment of backward areas of the state, the 
corporation has been working in close 
liaison with other state institutions such 
as the State Industrial Development Cor¬ 
poration, which have been helpful in deve¬ 
loping infrastructural facilities in the less 
developed districts such as Ramanatha- 
puram, North Arcot, South Arcot, Madu¬ 
rai and Thanjavur. Each of these districts 
has had a fair share of the assistance from 
the corporation. 

The corporation also offered assistance 
under a foreign exchange line of credit 
extended by the International Develop¬ 
ment Association, and during 1974-75 it 
amounted to Rs 2.96 crores in respect of 
30 applications, as against Rs 96.88 lakhs 
a year before. The main beneficiaries 
under this scheme were 18 units manu¬ 
facturing leather products, mostly for ex¬ 
ports. Such assistance has continued to 
grow in recent months and during the five 
months of 1975-76 the amount sanctioned 
was Rs 2.15 crores, taking the aggregate to 
Rs 6.02 crores. 

Another area of operations of the 
corporation which deserves mention is 
its effort to provide managerial assistance 
to certain industries, particularly in the 
small-scale sector. It was observed that 
small-scale industries lacked timely expert 
assistance for management decisions. 
Consequently the corporation made avail¬ 
able plenty of pre-project advice to entre¬ 
preneurs approaching with proposals for 
new units. To assist its constituents, the 
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corporation has been actively considering 
setting up of a Management Counselling 
Service, which would provide a continuous 
monitoring of the performance of units 
and assist them with timely help. In 
order to further strengthen its capacity to 
deal with the constituent members, the 
corporation inducted during 1974-75, a 
large number of chartered accountants, 
cost accountants and engineers from 
various disciplines. 

It may be observed that the defaults 
committed by the assisted units in respert 
of the instalments of interest and principal 
that fell due during the year increased con¬ 
siderably. The amount in arrears at the 
end of the year went up substantially from 
Rs 4.86 crores to Rs 6.45 crores. The 
position, however, had not worsened much 
in terms of arrears in relation to amount 
sanctioned when compared to the previous 
period. The arrears at the end of March 
1975 were 27.05 per cent of the loans out¬ 
standing against arrears being 23.50 per 
cent of the loans a year before. Through 
oversight perhaps, the percentage for the 
year ended March 1975 has incorrectly 


been calculated at 23. 38 instead of 27.05 
in the annual report. 

The defaults have increased as a result 
of unsatisfactory working of certain 
assisted units. For instance the textile 
industry, where production and sales were 
quite satisfactory in 1972 and 1973, suffer¬ 
ed a sharp setback after September 1974. 
There was a slump in offtake, due to redu¬ 
ced purchasing power. The textile in¬ 
dustry being one of the major industrial 
sectors in the state, a slump in this field 
affected the profitability and repaying capa¬ 
city of several units assisted by the corpo¬ 
ration. 

In some other industries such as 
aluminium, cement and chemicals, 
the impact of the power shortage and 
scarcity of raw materials had been quite 
marked and these industries faced consi¬ 
derable difficulties. The aluminium in¬ 
dustry particularly had to face severe pro¬ 
duction cuts due to power shortage during 
the year. The corporation believes that with 
improved power supply during the current 
year and increased agricultural production 


leading to improved situation in respect 
of raw materials, the defaults of instal¬ 
ments of interest and principal may dec* 
line. It is hoped that the recent recession 
in demand in certain sectors of industry 
does not reduce the capacity of various 
units to honour payments of these instal¬ 
ments. 

To augment the resources in order to 
meet its increasing commitments, the 
corporation decided to approach the state 
government and the Industrial Develop¬ 
ment Bank of India with a request to sub¬ 
scribe for further share capital of Rs one 
crore each and the necessary special resolu- 
tions in that regard were taken up at the 
annual general meeting. The paid-up 
capital of the corporation has consequently 
increased to around Rs 4 crores. To 
meet its commitments following increased 
sanctions, the corporation further mobili¬ 
sed funds by way of fixed deposits, 
which increased by 7.36 crores during the 
year. The corporation also issued bonds 
for Rs 82.50 lakhs in March 1975, which 
was second such issue. The first was for 
Rs 81.50 lakhs issued in March 1974. 
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POINT OF VIEW 


A decade of consumers' 


cooperatives: 1962-72 


K. K. Taimni 


Although consumer cooperatives occupy 
an important place in the distributive 
trade set-up in almost all the developed 
countries, they seem to have greater rele¬ 
vance and a bigger role to play in the 
developing countries. 

Several significant reasons justify the 
need for encouraging consumer coopera¬ 
tives in developing countries. Among 
these are the imperative of rapid economic 
growth which necessitates equitable 
distribution of scarce and essential com¬ 
modities, specially of mass consumption 
nature, regularly among the public at fair 
prices and the need to create a counter¬ 
vailing power against the existing tradi¬ 
tionally well-entrenched distributive trade 
system which often permits massive adulte- 
ratiom short weight of goods, arbi¬ 
trary hiking of prices and such other 
malpractices. Thus consumers' coopera¬ 
tives can be seen both as an instrument of 
achieving price stability and a means of 


promoting and protecting the interest of 
the consumer in the developing countries. 

In the absence of any voluntary initiative 
to organise consumers’ cooperatives on 
a scale as may help to achieve the above 
twin objectives and the process of educa¬ 
tion and development of local leadership 
for the purpose being painfully slow, the 
state has almost inevitably to intervene 
and initiate the gigantic task of organising 
and setting up a country-wide chain of 
consumers' cooperatives, often on an emer¬ 
gency basis. The state provides the neces¬ 
sary finance, manpower and other re¬ 
sources and also arranges for closer links 
of these units with the producers, the im¬ 
porters and the manufacturers, so that a 
smooth distribution system of goods is 
created and made workable. 

Achievements in several countries bear 
witness to this particular approach of the 
state towards development of consumers' 
cooperatives in developing countries. 


India was perhaps the first among these 
countries to make an experiment on these 
lines. It had launched in 1962 what was 
perhaps the largest scheme of its kind in the 
world. The scheme popularly known as 
centrally sponsored scheme envisaged 
setting up a country-wide chain of consu¬ 
mers’ cooperatives with a view to holding 
the pricelinc and ensuring equitable dis¬ 
tribution of essential consumer goods at 
fair prices tot he general public. The scheme 
completed a decade of its service in 1971-72. 
What had been its impact on the economy? 
To what extent had it achieved its ob¬ 
jective? Who were its principal beneficia¬ 
ries? These are some of the questions which 
need to be answered if any objective eva¬ 
luation of the scheme has to be made. 
Consumers' cooperatives after all constitu¬ 
ted a major plank in the country's strategy 
to develop a viable public distribution sys¬ 
tem in the years to come. 

Tabic I shows the progressive per- 


Table I 


Operation of Consumers’ Cooperatives : 1962-1972 (Rs in lakhs) 


s. 

No, 

1962-63 

1963-64 

1964-65 

1965-66 

1966-67 

1967-68 

1968-69 

1969-70 

1970-71 

1971-72 

1 . 

No. of stores (Units) 

100 

Wholesale Stores 

196 222 272 

371 

385 

387 

383 

378 

377 

2, 

No. of members (in '000) 

94 

232 

3,46 

5,20 

10,81 

7,89 

8,56 

8,89 

9,10 

930 

3. 

Paid up capital. 

64 

182 

310 

432 

809 

1023 

1146 

1076 

1026 

mi 

4. 

Reserve and other funds 

25 

47 

90 

255 

’ 332 

372 

432 

498 

454 

445 

5. 

Borrowings 

96 

399 

939 

1422 

1857 

2501 

2114 

1824 

1740 

1779 

6. 

Closing stocks at the end of 

76 

352 

824 

1452 

1841 

2761 

2131 

1863 

2536 

2752 

7. 

Sales 

560 

?7,53 

8004 

15946 

19012 

18875 

16302 

15336 

13650 

12659 

8. 

Cost of management as per cent of 
sale 

2.8 

2.4 

3.1 

1.9 

2.7 

3.7 

4.2 

5.0 

5.2 

5.3 

9. 

No. of stores in (c) profit 

+5 

+23 

-1*72 

+ 122 

+124 

+81 

+67 

+43 

+39 

+60 


(e) Loss 

—2 

—3 

—-9 

—25 

—60 

—142 

—171 

—330 

—190 

—289 

1 . 

No. of stores (Units) 

8.407 

9,900 

Primary Stores 

12,352 13077 

13837 

13950 

13913 

13562 

13156 

12,883 

2. 

No. of members (in *000) 

16,06 

19,33 

26,09 

29,29 

3371 

34.85 

35,30 i 

34,04 

34,13 

34,30 

3. 

Paid up capital 

322 

404 

534 

616 

730 

767 

772 

818 

883 

882 

4. 

Reserve and other funds 

360 

371 

419 

463 

499 

589 

644 

694 

679 

768 

5. 

Borrowing 

365 

486 

671 

719 

830 

836 

724 

610 

595 

587 

6 . 

Closing stocks at the end of 

481 

601 

886 

979 

1125 

1140 

1137 

1085 

1271 

1283 

7. 

Sales 

3821 

6005 

11812 

16231 

17537 

18321 

17041 

17542 

14516 

14546 

8. 

Cost of management as per cent of sale 7.0 

5.4 

3.3 

3.0 

3.4 

3.8 

4.0 

4.2 

4.4 

4,5 

9. 

No. of stores in (c) Profit 

+76 

+104 

+162 

+215 

+224 

+286 

+176 

+202 

+186 

+193 


(e) Loss - 

—48 

—61 

—67 

—79 

—112 

—129 

—121 

—136 

—199 

—162 
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formance of the wholesale and the primary 
sectors of the consumers* cooperative 
movement for the 10 years from 1962-63— 
when the centrally sponsored scheme for set¬ 
ting up a nation-wide chain of consumers’ 
cooperatives was launched— to 1971-72. The 
table reveals that whereas the number of 
stores, the number of members, the paid-up 
capital and reserves have shown a steady 
upward trend (the fall in the number 
of units towards the end was due to 
rationalisation and weeding out of dormant 
cooperatives), sales show an alarming 
downward trend towards the later period. 
After reaching the figure of Rs 190.12 
crores in 1966-67 in the case of wholesale 
stores and Rs 182.21 crores in 1967-68 in 
the case of primary stores, there has been 
a steady decline. These figures stood at Rs 
126.59 and Rs 145.46 crores for the whole¬ 
sale and primary stores respectively at the 
end of 1971-72. 

Inevitably the decline in sales had its 
impact on the costs of management and 
the profitability of these organisations. 
While costs of management had mounted 
from 2.7 per cent and 3.4 per cent of sales 
lor the wholesale and primary stores res¬ 
pectively in 1966-67 to 5.3 and 4.5 per 
cent of the sales in 1971-72 respectively, 
the units showing loss increased from 26.14 
per cent and 23.36 per cent in 1966-67 to 
55,70 per cent and 30.68 per cent in 


1971-72 in respect of the wholesale and 
primary stores respectively. Besides, 3*44 
per cent of wholesale stores and 31.73 
per cent of primary stores were dormant 
at the end of 1971-72 against 0.45 per cent 
and 6.50 per cent in 1964-65 respectively 
(Table II & III). 

As the consumers’ cooperative structure 
consists of four tiers, three at the whole¬ 
sales level and one at the retail level, it will 
be appropriate if the trend of sales at the 
retail level is analysed further in detail, for, 
it is only at the retail level that the business 
with the consumer is conducted and bene¬ 
fits passed on to him. The units at the 
wholesale level have been primarily organi¬ 
sed to give support to the retail level units 
so that they can meet the demand of the 
public effectively, efficiently and regularly. 

The number of units at the retail level 
at the end of 19 71-72 stood at 16950; 
14840 primary stores and their branches, 
and 12110 branches of the wholesale stores. 
(There arc two types of retail units in the 
consumers’ cooperative struct ure,consisting 
of primary units organised as independent 
cooperatives and the retail shops run as 
branches of the wholesale units organised 
at the district and state level). 

In a four-tier structure of consumers’ 
cooperative in the country. There were 


14840 , primary cooperatives with retail 
outlets at the base, then there were $77 
wholesale stores with 2HQ branches, in 
all cities with a population of 25,000 or 
above (big cities had more than one whole¬ 
sale stores), 14 state cooperative consu¬ 
mers* federations, and one national-level 
fedeiation of these 14 state level federa¬ 
tions. This top-heavy structure thrived 
either on government bounties or sinews 
which bound it with the retail outlets. 

Two other striking features of the sates 
at the primary retail level are: 

(a) higher incidence of dependence on 
sale of foodgrains and other controlled 
commodities; and 

(b) heavy concentration of cooperative 
business in only three states, viz. Tamil 
Nadu, Maharashtra and West Bengal. 

Table IV shows the pattern of whole¬ 
sale and retail sales of foodgrains and 
other commodities during the decade. De¬ 
spite the organisation of over 100 depart¬ 
ment stores and introduction of various 
other articles like custom-confiscated 
commodities, controlled cloth, imported 
goods, etc., the percentage of foodgrains 
sales to total sales at the retail level stood 
at 35.76 in the case of wholesale stores 
and 52.92 in the case of primary stores. 


Table II 


Incidence of Loss Among Consumers’ Cooperative 




1962-63 

1963-64 1964-65 1965-66 

1966-67 

1967-68 

1968-69 

1969-70 

1970-71 

1971-72 




Wholesale Stores 







1. 

Total No. of stores 

100 

196 222 272 

371 

385 

387 

383 

378 

377 

2. 

Of (1) which are in loss 

32 

39 43 43 

97 

188 

212 

220 

222 

210 

3 

Percentage of (2) to (1) 

(32.00) 

(19.30) (19.36) (15.80) 

(26.14) 

(48.83) 

(54.78) 

(57.44) 

(58.73) 

(55.70) 




Primary Stores 







1. 

Total No. of stores 

8407 

9900 12352 13077 

13837 

13950 

13913 

13562 

13156 

12883 

2. 

Of (1) which are in loss 

* 2334 

2637 2868 2763 

3233 

4163 

4117 

4104 

4101 

3953 

3. 

Percentage of (2) to (1) 

(27.76) 

(26.63) (23.21) (21.12) 

(23.36) 

(29.84) 

(29.59) 

(30.26) (31.17) (30.68) 




Table III 









Incidence of Dormancy Among Consumers’ Cooperatives 







1962-63 

1963-64 1964-65 1965-66 

1966-67 

1967-68 

1968-69 

1969-70 

1970-71 

1971-72 




Wholesale Stores 







i. 

Total No. of stores 

N.A, 

N.A. 1 272 

371 

385 

387 

383 

378 

377 

?. 

Of (1) which are dormant 

N.A. 

N.A. 222 7 

5 

4 

2 

8 

10 

13 

3. 

Percentage of (2) to (1) 

N.A. 

N.A. (0.45) (2.57) 

(1.34) 

(1.03) 

(0.51) 

(2.08) 

(2.64) 

(3.44) 




Primary Stores 







1 . 

Total No. of stores 

N.A. 

N.A. 12352 13077 

13837 

13950 

13913 

13562 

13156 

12883 

2. 

Of (1) which are dormant. 

N.A. 

N.A. 803 2,417 

3,292 

3,712 

3,756 

4,241 

4,098 

4,088 

3. 

Percentage of (2) to (1) 

N.A. 

N.A. (6.50) (18.48) 

(23.80) 

(26.60) (27.00) 

(31.27) 

(31.14) 

(31.73) 
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Separate figure* for business in controlled 
commodities are not readily available, it 
Can be safely estimated on the basis of a 
few studies conducted in the country that 
reliance in these commodities is rather 
heavy, claims to the contrary in official 
pronouncements notwithstanding. 

Consumers'cooperatives failed in the 
past not once but thrice, solely because 
their operations were heavily dependent 
on government controlled business. As 
controls were lifted, these cooperatives 
found themselves practically without 
business, but with all the overhead costs to 
carry. There is nothing to warrant the 
belief that history would not repeat itself 
and these organisations would not face a 
similar fate, once the economy of shortages 
disappears. 

On the other hand despite the claim of 
the government (hat a countrywide chain 
of consumers* cooperatives is in operation 
in the country only three states, viz. Tamil 
Nadu, Maharashtra and Andhra Pradesh 
in the case of wholesale stores and Tamil 
Nadu, Maharashtra and West Bengal in the 
case of retail stores accounted for nearly 
- 60 per cent and 56 per cent respectively, 
of the total sales of consumers’ coopera¬ 
tives in the country during 1971-72 
(Table V). 

It may, incidentally, be indicated here 
that bulk of the business in the case of 
these states is accounted for by the four big 
cities of Bombay, Madras, Coimbatore and 


Calcutta, where rationing was in force 
and cooperatives were used as distributive 
agents of essential commodities by the 
government. Thus despite 10 years of 
operation, massive doses of finance, 
deployment of scores of officials at various 
levels and all the assistance which the 
state apparatus could provide, the so- 
called count ry-wide chain of consumer 
cooperatives could not enlarge their activi¬ 
ties beyond the distribution of controlled 
commodities and that too in three odd 
states. How can one explain the fact that 
as may as 13 states with 63 per cent of the 
total population of the country accounted 
for barely 16 per cent of the retail business 
of the consumers’ cooperatives. 

As pointed out earlier, this was the posi¬ 
tion despite firm support from the govern¬ 
ment. Besides arranging for direct supplies 
from the manufacturers, ear-marking 
quotas from the customs confiscated arti¬ 
cles, preferential treatment in the distribu¬ 
tion of some imported consumer articles 
and similar preference in the supply of 
scarce essential commodities and using of 
cooperatives as fair price and ration shops 
in the country, the government had given 
liberal financial assistance (Tabic V). The 
governmental contribution as percentage 
of the total working capital stood at 50 
in the case of wholesale stores and 15 in 
the case of the retail stores (which are 
relatively older). 

It is interesting to observe that the 
members’ contribution towards share 


capital was only 33 per cent of the total 
share capital in the case of wholesale stores 
and 82 per cent in the case of primary 
stores. The borrowings from the banks, 
again mostly against government guaran¬ 
tee, accounted for 30 per cent and 12 per 
cent of the total working capital in the case 
of wholesale and primary stores res¬ 
pectively at the end of 1971-72. (Table 
VI). 

Another discouraging phenomenon 
particularly in the case of wholesale stores 
was that of increasing incidence of loss. 
The total loss of the wholesale stores 
stood at Rs 289 lakh at the end of 1971-72. 
This amount was 18.6 per cent of the total 
internal resources of these organisations, 
including share capital contribution by 
government. The latter has to be retained 
by the consumers’ cooperative over a 
period of 5-10 years. 

Table VII gives the efficiency ratios and 
management cost of the wholesale and 
primary stores in the country for the last 
10 years. Management <^osis have shown 
an alarming increase particularly after 
1967-68 and stood at 5.3 per cent 
of sales in the case of wholesale stores 
and 4.5 per cent in the case of 
primary stores at the end of 1971-72, as 
against 1.9 per cent and three percent 
respectively at the end of 1965-66. This 
disturbing phenomenon has to be viewed 
in the context of their assigned role, i.e., 
to hold the priceline, and one wonders 
how with mounting costs and shrinking 


Table IV 


Break-up of Sales of Consumers ’Cooperatives (Rs in lakhs) 


Sr. No. 

1962-63 

1963-64 1964-65 

1965-66 

1966-67 

1967-68 

1968-69 

1969-70 

1970-71 

1971-72 

1. 

Wholesales 


Wholesale Stores 

— 7.921 12,749 

13,624 

12,243 

9,355 

8.064' 

6,763 

5,958 


(i) Foodgtains 

— 

— 1,172 

6,967 

7,757 

7.487 

5,887 

5,085 

4,196 

3,358 


(ii) Others 

— 

— 6,749 

5,781 

.5.867 

5,756 

3,468 

2,979 

2,567 

2,605 


(iii) Percentage of foodgrains sales to 
total wholesale sales 


— 14,79 

64.60 

56.93 

56.53 

62.92 

63.05 

62.04 

56.27 

2. 

Retails Sales 


83 

3,197 

5,392 

5,632 

6,947 

7,272 

6,888 

6,700 


(i) Foodgrains 

_ 

- 55 

2,024 

2,932 

2,410 

2,415 

2,623 

2,534 

2,396 


(ii) Others 

_. 

— 28 

1,173 

2,460 

3.222 

4,532 

4,649 

4,354 

4,304 


(iii) Percentage of foodgrain sales to 
total retail sales 


— 66.66 

63.30 

54.37 

42.79 

34.76 

36.06 

36.78 

35.76 

3. 

Wholesale Soles 


Primary Stores 

— 1.220 

1,315 

1,288 

929 

941 

762 

497 


(i) Foodgrains 

— 

- - 

937 

742 

714 

750 

446 

369 

270 


(ii) Others 

— 

-, - 

283 

573 

573 

179 

495 

393 

227 


(iii) Percentage of foodgrain sales to 
total wholesale sales 



76.80 

45.42 

55.41 

80.73 

47.37 

48.42 

56.36 

4. 

Retail Sales 

_ 

— 11,812 

15,011 

18,222 

17,033 

16,112 

16,601 

13,754 

14,049 


(i) Foodgrains 

-, 

— 2,853 

9,825 

12,392 

11,195 

9,953 

9,925 

9,593 

7,435 


(ii) Others 

—„ 

— 8,959 

5,186 

5,830 

5,838 

6,159 

6,676 

7,161 

6,614 


(iii) Percentage of foodgrain sales to 
total retail sales 

— 

— 24.15 

65.45 

68.00 

65.72 

61.77 

69.78 47.93 

52.92 
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business, these organisations can really 
help achieve the policy objectives of the 
government. 

The retail-sales paid-up capital ratio 
for the wholesale stores and the piimary 
stores stood at six and 15.9 per cent at 
the end of 1971-72 and was better than 
the previous performance. Similarly retail- 
sales stock ratio stood at 2.4 and 10.9 in 
the case of wholesale and primary stores 
respectively. These ratios have to be com¬ 
pared with the norms fixed by experts and 
accepted by the government of India and 
the movement. According to Schubert’s 
report, the rate of annua) stock turnover 
for the wholesale and the primary stores 
should be six times and 24 times respecti¬ 
vely. It is a far cry from the actual 
performance. Several factors including in¬ 
judicious purchases, accumulation of non- 
salcable articles, inflated evaluation of 


inventories etc. explain this poor stock 
turnover performance. 

The above analysis reveals that there 
has been a gradual decline in the business 
of the consumers’ cooperatives most of 
which were organised under a centrally 
sponsored scheme in 1962. If the retail 
business is deflated on the basis of 1962-63 
prices, i.e. if the effects of inflation and 
price-rise are neutralised, it will be seen 
that there has been a sharp decline in the 
turnover of these organisations against 
their avowed aim of capturing 20 per cent 
of the retail market in the country. An¬ 
other related aspect of their working has 
been the concentration of business in only 
three states in the country. Apparently 
consumers’ cooperatives in the rest of the 
country have not been able to strike firm 
roots. 

The reliance on the government, in¬ 


cluding official patronage in matters of 
supply of essential commodities, financial 
accommodation etc continues to be as 
heavy as was the case at the start of their 
operations in 1962-63. If anything, with 
the introduction of distribution of con¬ 
trolled cloth,this reliance has becometotal. 
It is well-known that consumers* coopera¬ 
tives had failed in the past largely because 
of their inability to diversify and enlarge 
their assortment. Once government con¬ 
trols were lifted or economy of shortages 
disappeared, consumers’ cooperatives 
suffered grievously. A similar fate awaits 
these organisations, if diversification and 
enlargement of assortment is not taken up 
extensively. 

There has been practically no net capital 
formation in these organisations and the 
rate of growth has been negative, with the 
result that they not only failed to enlarge 


Table V 

Statewise Retail Sales of Consumers Cooperatives 


(Rs in crores) 


Sr. 

No. 

State 

1962-63 

1963-64 

1964-65 

1965-66 

1966-67 

1967-68 

1968-69 

1969-70 

197071 

1971-72 




Wholesale Stores 







1 . 

Tamil Nadu 


4.54 

„ , 

6 

5 

5 

170 

20 

17 

19 



— 

(16.49) 

— 

(18.75) 

(926) 

(8.93) 

(24.64) 

(27.40) 

(24.64) 

(28.36) 

2. 

Maharashtra 

3.05 

8.44 

—, 

10 

13 

14 

14 

15 

14 

12 



(54.46) 

(30.66) 

— 

(31.15) 

(24.07) 

(25.00) 

(20.29) 

(20.55) 

(20.29) 

(17.91) 

3. 

Andhra Pradesh 

.17 

.94 

— 

3 

4 

4 

5 

4 

4 

9 



(3.03) 

(3.41) 

— 

(9.37) 

(7.40) 

(7.14) 

(7.25) 

(5.48) 

(5.80) 

(13.43) 

4. 

Kerala 

.26 

1.44 

— 

7 

10 

8 

8 

8 

8 

6 



(4.64) 

(5.23) 

— 

(21.89) 

(18.54) 

(14.28) 

(11.59) 

(11.96) 

(11.59) 

(8.95) 

5. 

Gujarat 

.15 

.98 

— 

— 

— 

1 

2 

3 

3 

3 



(2.68) 

(3.56) 

— 

— 

— 

(1.78) 

(2.90) 

(4.11) 

(4.35) 

(4.48) 

6* 

Punjab 

.03 

1.54 

—, 

4 

6 

5 

4 

5 

5 

3 



(0.54) 

(5.59) 

—. 

(12.50) 

(ii.ii) 

(8.93) 

(5.80) 

(6.85) 

(7.25) 

(4.48) 

7. 

Bihar 


.51 

— 

1 



1 

4 

2 

2 



§ 

(1.85) 

— 

(3.12) 

— 

— 

(145) 

(5.48) 

(2.90) 

(2.98) 

8. 

Haryana 



— 


2 

1 

1 

2 

4 

1 



— 

— 

— 

— 

(3.70) 

(1.78) 

(1.45) 

(2.74) 

(5.80) 

(149) 

9. 

Madhya Pradesh 

.12 

1.50 

— 

— 

1 

2 

2 

2 

1 

2 



(2.15) 

(5.44) 

— 

— 

(1.85) 

(3.57) 

(2.90) 

(2.74) 

(1.45) 

(2.98) 

10. 

Mysore 

.64 

3.13 

— 

— 

1 

1 

2 

2 

3 

2 



(11.43) 

(11.37) 

— 

— 

(1.85) 

(1.78) 

(2.90) 

(2-74) 

(4.35) 

(2.98) 

11. 

Uttar Pradesh 

.12 

1.37 

_, 

— 



—. 

2 

2 

2 



(2.32) 

(4.89) 

— 

— 

— 

— 

— 

(2.74) 

(2.90) 

(2.98) 

12. 

Jammu and Kashmir 

_. 


— 

N.A. 

1 

1 

1 

1 

1 

1 



— 

— 

— 

— 

(1.85) 

(1.78) 

(1.45) 

(1.36) 

(1.45) 

(1.49) 

13. 

Rajasthan 

.10 

1-47 

— 

— 

4 

3 

2 

2 

2 

1 



(1.79) 

(5.34) 

— 

— 

(7.40) 

(5.36) 

(2.90) 

(2.74) 

(2.90) 

(1.49) 

14. 

West Bengal 


.33 

— 

— 

1 

3 

2 

2 

3 

1 



— 

0.20) 

—. 

—• 

(1.85) 

(5.36) 

(2.90) 

(2.74) 

(4.35) 

(1.49) 

15. 

Other States 

.95 

1.34 

— 

1 

6 

8 

8 

1 

— 

3 



(16.96) 

(4.88) 

—. 

(3.12) 

(11.11) 

(14.28) 

(11.59) 

(0.36) 


(4-48) 


Total 

5.60 

27.53 

_ 

32 

54 

56 

69 

73 

69 

67 



(100.00) (100.00) 

— 

(100.00) (100.00) (100.00) 

(100,00) (100.00) (100.00) (100.00) 
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their market share, they even failed to 
retain their market position. This is a 
very serious phenomenon in that only 
when the consumers' cooperatives capture 
an increasingly higher share of the market 
can they influence retail prices and supply 
of the essential commodities in the market. 

There has been an uneven growth of 
consumers' cooperatives in the country in 
that only three states accounted for 50-60 
percent of their total business. This uneven 
growth could imply that the consumers' 
cooperatives could not be depended upon 
by the government and the community 
at large nor could they be used as a part 
of an effective distribution system for mass 
consumption articles. 

Most of the consumers' cooperatives 


depended on foodgrains and other con¬ 
trolled commodities for their business and 
this made the entire structure of consu¬ 
mers' cooperatives in the country unstable 
especially so when the total amount of 
losses suffered by these organisations had 
been increasing every year. The instability 
and failure to strike roots in the market 
greatly reduce the risk-taking capabilities 
of these organisations and as such make 
them extremely vulnerable to the market 
fluctuations. 

Another disturbing aspect of their 
working has been the increasing, and ex¬ 
cessive cost of management. In fact the 
cost of management to total turnover has 
arisen from 1.9 per cent and three per cent 
in 1965-66 to 5.3 per cent and 4.5 per cent 

Tabll V—( Continued ) 


in 1971-72 for the wholesale and primary 
stores respectively. This makes the co¬ 
operative distribution system expensive 
and to that extent loses" its competitive 
advantages vis-a-vis the private trade. One 
of the most common arguments advanced 
against the development of public distribu¬ 
tion system is that it normally entails 
higher costs to the consumer. The per¬ 
formance of consumers' cooperatives 
during the decade apparantly justifies this 
charge. 

The business handled by the retail level 
organisations, small as it is. is supported 
by a three-tier structure at the wholesale 
level—district, state and national level 
federal organisations. Naturally all these 
three-tier organisations add their over- 


Statewise Retail Sales of Consumers' Cooperatives 


Sr. 

No. 

State 

1962-63 

1963-64 

1964-65 

1965-66 

1966-67 

1967-68 

1968-69 

1969-70 

1970-71 

1971-72 





Primary Stores 







1 . 

Maharashtra 

6-70 

10.43 

20 

20 

24 

30 

33 

35 

33 

35 



(17.53) 

(17.37) 

(16.95) 

(13.33) 

(13.19) 

(17.66) 

(.20.37) 

(21.08) 

(23.91) 

(25.28) 

2. 

Tamil Nadu 

12.27 

12.48 

20 

28 

31 

33 

35 

30 

29 

26 



(32.11) 

(20.78) 

(16.95) 

(18.67) 

(17.03) 

(19.41) 

(21.60) 

(18.07) 

(21.01) 

(18.70) 

3. 

West Bengal 

4.29 

4.35 

8 

18 

22 

20 

20 

20 

16 

17 



(11.23) 

(7.24) 

(.6.78) 

(12.00) 

(12.09) 

(11.76) 

(12.35) 

(12.05) 

(11.59) 

(12.23) 

4. 

Gujarat 

3-10 

5.51 

11 

13 

16 

15 

12 

15 

12 

12 



(8.11) 

(9.18) 

(9.32) 

(8.67) 

(8.79) 

(8.82) 

(7.41) 

(9.05) 

(8.69) 

(8.63) 

5. 

Andhra Pradesh 

2-43 

3.83 

s 

12 

11 

12 

12 

10 

8 

8 



(6.36) 

(6.38) 

(6.78) 

(8.00) 

(6.04) 

(7.06) 

(7.41) 

(6.02) 

(5.80) 

(5.76) 

6. 

Kerala 

1-51 

2.26 

S 

5 

7 

8 

8 

11 

11 

8 



0.95) 

(3.76) 

(4.24) 

(3.33) 

(3.85) 

(4.71) 

(4.94) 

(6.63) 

(5.80) 

(5.75) 

7. 

Mysore 

2-00 

5.23 

12 

13 

16 

14 

15 

13 

9 

8 



(5.23) 

<8.71) 

(10.17) 

(8.67) 

(8.79) 

(8.23) 

(9.26) 

(7.83) 

(6.52) 

(5.75) 

8. 

Madhya Pradesh 

1-12 

3.17 

6 

8 

11 

10 

6 

7 

4 

5 



(2.93) 

(5.28) 

(5.08) 

(5.33) 

(6.04) 

(5.88) 

<■3.70) 

(4.22) 

(2.90) 

(3.60) 

9. 

Uttar Pradesh 

0-68 

2.27 

6 

5 

3 

4 

3 

4 

3 

3 



(1.78) 

(3.78) 

(5.08) 

(3.33) 

(1.65) 

(2.3S) 

0-85) 

(2.41) 

:ai?) 

(2.16) 

10. 

Assam 

0-72 

1.32 

1 

1 

* 2 

3 

3 

2 

2 

2 



(1.88) 

(2.23) 

(0.85) 

(0.67) 

(1.10) 

(1.76) 

(1.85) 

(1.20) 

(1 45) 

(1.44) 

11. 

Bihar 

0-73 

1.60 

9 

10 

20 

8 

8 

10 

2 

2 



(191) 

(2.66) 

(.7 63) 

(6.67) 

(10.99) 

(4.70) 

(4.94) 

(6.02) 

U .45) 

(1.44) 

12. 

Orissa 

0.34 

0.61 

1 

1 

1 

1 

I 

1 

2 

4 



(0.90) 

(1 -0?) 

(0.85) 

(0.67j 

(0.55) 

(0.59) 

(0.62) 

(0.60) 

(1.45) 

(1.44) 

13. 

Punjab 

1.67 

4.25 

6 

9 

11 

7 

3 

5 

7 

9 



(4.37) 

(7.08) 

(5 08) 

(6.00) 

(6.04) 

(4.12) 

(1.85) 

(3.01) 

(5.07) 

(6.47) 

14. 

Rajasthan 

0.65 

2.74 

5 

7 

7 

5 

3 

3 

3 

2 



(1.70) 

(4.56) 

(4.24) 

(4.67) 

(3.85) 

(2.94) 

(1.85) 

(1.81) 

(2.17) 

(1.44) 

15. 

Other States 

1-67 

4.25 

6 

9 

11 

7 

3 

s 

7 

9 



(4.-37) 

(7.08) 

(5.08) 

(6.00) 

(6.04) 

(4.12) 

(1.85) 

(3.0J) 

(5 07) 

(6.47) 


Total 

38.21 

60.05 

118 

150 

182 

170 

162 

166 

138 

139 


( 100 . 00 ) ( 100 . 00 )( 100 . 00 )( 100 . 00)(100 00 )( 100 . 00 )( 100 . 00 ) ( 100 . 00 )( 100 . 00 )( 100 . 00 ) 
Note: Figures in brackets give the percentage to the total sales. 
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Table Vi 


Sources of Capital 

(Rs in lakhs) 


Sr. No. 

1962-63 

1963-64 

1964-65 

1965*66 

1966-67 

1967-68 

1968-69 

1969-70 

1970-71 

1971-72 





Wholesale Stores 






1. 

Capital 

64 

183 

310 

432 

809 

1023 

1146 

1076 

1026 

1111 



(34.59) 

(29.09) 

(23.15) 

(20.47) 

(26.98) 

(26.26) 

131.03) 

(30.44) 

(30.25) 

(31.45) 


(1) Government 

— 

— 

83 

234 

466 

645 

749 

701 

661 

732 





(6.20) 

(10.09) 

(15.54) 

(16.56) 

(20.28) 

(10.83) 

(19.49) 

(20.72) 


(2) Cooperative Stores 

— 

— 

— 

— 

— 

— 

— 

129 

133 

139 










(3.65) 

(3.92) 

(3.93) 


(3) Other Coops. 

— 

.... 

— 

114 

193 

238 

248 

82 

73 

65 






(5.40) 

(6.44) 

(6.11) 

(6.72) 

(2.32) 

(2.15) 

(1.84) 


(4) Industrial 


— 

-. 

84 

150 

140 

149 

164 

\5<, 

175 






(3.98) 

(5.00) 

(3.50) 

(4.03) 

(4.64) 

(4.69) 

(4.95) 

2. 

Reserves 

25 

47 

90 

255 

332 

372 

432 

498 

454 

445 



(13.51) 

(7.47) 

(6.72) 

(12.09) 

(11.07) 

(9.55) 

(H.70) 

(14.09) 

(13.38) 

(12.60) 

3. 

Deposits 

— 

— 

— 

■ — 

— 

— 

— 

137 

172 

197 










(3.87) 

(5.07) 

(5.98) 

4. 

Borrowings 

96 

399 

939 

1423 

1857 

2501 

2115 

1824 

1740 

1779 



(51.89) 

(63.44) 

(70.13) 

(67.44) 

(61.94) 

(64.19) 

(57.27) (51.60) 

(51.30) 

(50.37) 


(1) Central Financing Agencies 

40 

211 

545 

933 

1136 

1490 

1312 

1065 

990 

967 



(21.62) 

(33.56) 

(40.10) 

(44.22) 

(37.89) 

(38.24) 

(35.53) 

(28.43) 

(29.19) 

(27.38) 


(2) Commercial Banks 

— 


— 

— 

— 

— 

- 

121 

83 

60 



..... 

.... 

-- 

— 

—. 

— 

— 

(3.42) 

(2.45) 

(1.70) 


(3) Government 

— 

- — 




— 

— 

483 

511 

650 










(13.66) 

(15.06) 

(18.40) 


(4) Others 

56 

188 

394 

490 

721 

1011 

803 

215 

155 

103 



(30.27) 

(29.88) 

29.43) 

(23.22) 

(24.05) 

(25.95) 

(21.74) 

(6.08) 

(4.57) 

(2.92) 

5. 

Working Capital 

185 

628 

1339 

2110 

2998 

3896 

3693 

3335 

3392 

3532 



(100.00) 

(100.00)(100.00)(100.00)(100.00) 

(100.00)(100.00) (100.00)(100.00)(100.00) 




Primary Stores 







1 . 

Capital 

322 

404 

534 

616 

730 

766 

772 

818 

883 

882 



(28.07) 

(32.04) 

(32.88) 

(34.26) 

(35.45) 

(34.96) 

(36.07) 

(35.64) 

(37.27) 

(35.74) 


(1) Government 

— 

..... 

40 

66 

90 

107 

133 

139 

164 

153 





(2.46) 

(3.67) 

(4.37) 

(4.88) 

(6.21) 

(6.06) 

(6.92) 

(6.20) 


(2) Coop. Stores 

— 

— 


— 

— 

... 


l 

1 

1 










(0.04) 

(0.04) 

(0.04) 


(3) Other Coops. 

— 

— 

— 

10 

20 

11 

13 

17 

30 

33 






(0.55) 

(0.97) 

(0.50) 

(0.61) 

(0.74) 

(1.27) 

(1.34) 


(4) Industrial 


— 


540 

620 

648 

626 

661 

688 

695 






(30.03) 

(30.11) 

(29.57) 

(29.25) 

(28.80) 

(29.04) 

(28.16) 

2. 

Reserves 

360 

371 

419 

463 

499 

689 

644 

692 

679 

768 



(31.39) 

(29.42) 

(25.80) 

(25.75) 

(24.23) 

(26.88) 

(30.09) 

(30.24) 

(28.66) 

(31.12) 

3. 

Deposits 

— 



— 

— 

— 

— 

173 

212 

231 










(7.54) 

(8.95) 

(9.36) 

4. 

Borrowings 

365 

486 

671 

719 

830 

836 

724 

610 

595 

587 



(31 82) 

(38.54) 

(41.32) 

(39.99) 

(40.32) 

(38.16) 

(33.83) 

(25.58) 

(25.12) 

(23.78) 


(1) Central Financing Agencies 

137 

168 

283 

299 

3J6 

324 

302 

260 

266 

283 



(H *»4) (13.32) 

(17.43) 

(16 63) (15.36) (14.79) (14.11) (11.33) (It.23) 

(1147) 


(2) Commercial Banks 


... 


— 

— 

— 

— 

18 

5 

6 










(0.78) 

(0.21) 

(0.24) 


(3) Government 

— 

— 

— 

— 

— 

—. 


62 

77 

88 










(170) 

(3.25) 

(3.56) 


(4) Others. 

228 

318 

388 

420 

514 

512 

422 

271 

248 

210 



(19.88) i 

(25.22) (23.89) i 

(23.36) 1 

(24.96) 

(23.37) 

(19.72) 

(11.81) 

(10.47) 

(8.51) 

5. 

Working Capital 

1047 

1261 

1624 

1798 

2059 

3191 

2140 

2295 

2369 

2468 



(100.00) (100.00) (100.00) (100.00) (100.00) (10.00) (100.00) (100.00) (100.00) (100.00) 


Note: Figures in brackets give the percentage to the working capital. 
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heads when goods are passed on to the 
retail level cooperative units and 
apparently this increases the cost to the 
consumer. Ironically, more often than not, 
this element of increased cost is passed on 
to the retail level units, without any 
corresponding improvement in service. 


This structural malformation and the 
lack of professional management, govern¬ 
ment pressure on them to deal with certain 
commodities even at a loss and develop¬ 
ment of vested interest of various forms 
explain the failure of the consumers’ co¬ 
operatives to come up to the expectations 

Table VII 


of the community,. A basic change in 
their orientation, structure, focus of busi¬ 
ness activities, relationship with the 
government and management practices, 
is called for, if cooperatives have to become 
socially relevant to the community. 


Efficiency Ratios and Management Costs of Consumers Cooperatives 
__ 1962-63 1963-64 196^5~96^66 1966-67 1967-68 1968-69 1969-70 1970-71 1971-72 


1. Retail Sales—Paid-up Capital 
Ratios: Wholesale Stores 

Primary Stores 

2. Retail Sales—Stock Ratio: 

Wholesale Stores 
Primary Stores 

3. Cost of Management to Sales 
(percentage) 

Wholesale Stores 
Primary Stores 


8.7 

15.1 

0.3 

7.4 

6.7 



22.1 

24.4 

25.0 



0.1 

2.2 

2.9 

11.9 

14.9 

13.3 

15.3 

16.2 

2.8 

2.4 

3.1 

1.9 

2.7 

7.0 

5.4 

3.3 

3.0 

2.7 


5.5 

22.2 

6.1 

20.9 

6.7 

20.3 

6.7 

15.6 

6.0 

15.9 

2.0 

14.9 

3.2 

14.2 

3.9 

15.3 

2.7 

10.8 

2.4 

10.9 

3.7 

3.7 

4.1 

4.2 

5.0 

5.0 

5.2 

5.2 

5.3 

5.3 


r 




EVER ON THE ALERT 

Rod Cross knows no rost. It is active both in war and peace. During war it 

gives comfort to the sick, the wounded and the prisoners of war. During peace it fights 

against disease, famine and pestilence. It symbolises hope, mercy and service, and its 

objectives are non-controversial, their application impartial. # 

• 

Thera is great distress in India. Malnutrition, infant and maternal mortality, 
floods, famine, disease. Governmental effort has to be supplemented by voluntary 
organisations. The constant and ever-increasing demands on the Indian Red Cross 
Society cannot be satisfied without generous financial support from the public. 


rian work. 


Join the Red Cross In your locality and contribute your share to its humanita- 


INDIAN RED CROSS SOCIETY 
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effectively controb nematodes, mites. , 
aphids, thrips, jasskb, and other sudung pests. 


Protect. 4 
yow petit 

right mai 

TEMIK 10G is a broad 
spectrum systemic pesticide. 

Control of early season pests 
begins within hours of appli¬ 
cation and lasts for several 
weeks. 

When applied to the soil at 
the time of planting, TEMIK 
is quickly absorbed by the 
roots of the germinating 
seeds and by natural 
systemic action, rapidly 
moves to all parts of the 
plant. It provides very 
effective plant protection 
in the early stages of 
growth. The long residual 
action of over 6-8 weeks 
helps the plants to grow 
normal and healthy during 
the most critical periods. 



Union Carbide India Limited 

Agricultural Products Division 

Ahmedabad • Bahgolore • Bhopal • Delhi • Guntur 
Indore • Jullundur • Patna 

Better protection, higher yield! 


CMUC-SMM * 
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WINDOW ON THEWORLO 


Exploiting the mentally 

Josslsyn Henncssy, London ill for political ends 


i 

Astonishing Revelations 

The latest issue of the East-West Digest 
(139 Petersham Road, Richmond, Surrey, 
TWJO: 7AA, England), a monthly review 
devoted to the study of communist 
activities in democratic countries, publi¬ 
shes a report about the exploitation of 
the mentally ill in a subtle attempt to 
undermine confidence in the existing order 
of British society. Astonishing as these 
revelations are, they are documented with 
an academic care that inspires confidence. 
For information I add that the adjec¬ 
tive “gay*’ is currently used in the UK to 
denote homosexuals. The NHS refers to 
the British National Health Service. 
Morning Star is the official organ of the 
British Communist party. Broadmoor is 
a criminal lunatic aysluvn. Here is a sum¬ 
mary of the East-West report: 

A sinister movement in Britain, under 
the influence of leftwing extremists, using 
mentally ill people for political purposes, 
takes the form of denigrating orthodox 
psychiatry and psychology, charging that 
the British medical profession is in league 
with drug companies and uses chemothe¬ 
rapy unnecessarily to uphold capitalism. 

smear campaign 

The movement has groups of mental 
and ex-mental patients, ostensibly as self- 
help therapeutic centres which appear 
to be unexceptionable, but on investiga¬ 
tion reveal political aims to destroy our 
open society. There arc groups, based 
in London, Birmingham and Manchester, 
in mental illness hospitals and prisons 
and in the community. The mentally ill, 
vulnerable and unable to withstand pres¬ 
sures, are tools in a smear campaign 
against the psychiatric profession, in an 
attempt to destroy the ethical practice of 
psychiatry in Britain in order to replace it 
with something sinister, as a prelude to 
using psychiatry for purely political pur¬ 
pose, as is done in the USSR. 

Methods used are typical bf the extreme 
left-exploitation of every weakness in 


society, such as permissiveness, drug ad¬ 
diction, Gay Liberation with emphasis on 
Women’s Liberation and the usual half- 
truths which lend credence to their 
activities. 

The movement is not confined to Bri¬ 
tain. It began in the USA inspired by the 
writings of R.D. Laing; is active in West 
Germany and is supported by publications 
of the “alternative” left press. 

earliest groups 

One of the earliest such groups is Re¬ 
lease, founded in 1967 with offices in Elgin 
Avenue, London W.9. 1 This has a strong 
left-wing slant and connections with the 
Rolling Stones and the Beatles. 2 The 
Morning Star has praised its work among 
drug addicts. 3 Release organised the 
“Legalise Pot Rally” in 1967 and the first 
National Conference on Cannabis and 
the Law in 1972, and in 1973 published 
The Connoisseur’s Handbook of Mari¬ 
juana on how to grow cannabis. 4 It 
counsels young people arrested for a drug 
offence, or needing help on medical and 
legal problems. It deals with deserters, 
mental patients and evicted tenants and 
has the voluulary services of radical social 
workers, legal advisers and doctors* and 
also psychiatrists, some of whom wwk 
at the Middlesex and Maudsley* Hos¬ 
pitals. 6 Its views arc described in one of 
its own leaflets as follows: 

“The psychological or spiritual issue of 
drug use is becoming increasingly pertinent 
in the context of the cultural revolution 
occurring in our community. Many 
cases, now treated as criminal offences, are 
in reality of a political, social, medical, 
religious or philosophical natuie”. 

II 

“Tool of Capitalism'* 

An even more disquieting group is The 
Mental Patients’ Union (MPU) formed in 
March, 1973, and followed by the Federa¬ 
tion of Mental Patients’ Unions, founded 
in Manchester in 1974, with branches 
throughout the country. II lias active 


supporters among patients in the psychia¬ 
try w ing of Hackney Hospital, and des¬ 
cribes itself as a “democratic organisation 
of mental and ex-mental patients”. 7 
Some members arc concerned with psy¬ 
chotherapy, especially in deviations— 
Gay Lib, with a Gay Lib MPU activist at 
the Department of Social Studies in Brad¬ 
ford. The following extracts from MPU’s 
Declaration of Intent show influences 
behind the movement:. 

“Mental patients in our society are 
treated as people with no human rights. 
Most of us are never given a chance to 
speak about what happens in mental hos¬ 
pitals-~wc are incarcerated there and sub¬ 
jected to treatments which destroy our 
memories, confuse our speech, destroy 
our incentives and intimidate us.. .we will 
expose 1 he way Social Workers are used 
as control agents to cover up the social 
outrages of our society; how industrial 
and occupational therapy are used as a 
source of cheap labour... We believe 
that the eventual abolition of mental 
hospitals and institutions of repressive and 
manipulative psychiatry is possible, but 
only if society is radically changed, for 
what is known as ‘mental illness' is a symp¬ 
tom of a defective and sick society”. 8 

“Psychiatry is one of the tools capitalism 
uses to ensure that frustration and anger 
against the repressive system is inter¬ 
nalised. It is now lhiii mental patients are 
fighting back and joining other oppressed 
groups in the class struggle”. 9 

“the gods of capitalist religion" 

The MPU has a Public Action Commi¬ 
ttee for Patients in Broadmoor. Its 
manilesto contains revealing phraseology: 
“Psychiatry is one of the most subtle 
methods* of repression in advanced 
capitalist society. The psychiatrist has 
become the High Priest of Technological 
Society exercising the Devils of Social Dis¬ 
tress by the use of mind controlling drugs 
which have a considerable profit margin. 
The menial patient is a sacrifice we make 
while wc continue to serve the Gods of 
Capitalist Religion”. 10 These are emotive 
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words designed to rouse people already 
unstable and with little critical faculty. 

Another organisation affiliated to the 
MPU is COPE, also registered as a charity. 
It claims to promote the preservation and 
the safeguarding of mental health and the 
relief of persons suffering from mental 
distress. This appears to be unexcep¬ 
tionable, but a study of its magazine Heavy 
Daze raises doubts as to its true purpose. 
COPE says in one of its leaflets: 

“We reject the idea that ‘being well’ is 
the same as ‘being normal’ or the same as 
‘being good' (i.e. behaving as you are 
expected to behave)”. The COPE philo¬ 
sophy rejects the one-sided patient 
doctor relationship. 11 It has members 
among nursing staff in psychiatric hos¬ 
pitals, and seems to lay emphasis on sexual 
deviation. COPE claims to be a radical 
therapy collective and anti-psychiatry self- 
help group 1 *. Ultra-left views appear con¬ 
tinually in statements such as: “Lithium 
is the ultimate normalising drug which, 
by dulling the senses, makes us all the same 
boring people that society needs in its sick 
quest for economic growth at any cost”. 13 

Heavy Daze publishes articles by ex¬ 
mental patients criticising treatment in 
psychiatric hospitals. It also publicises 
societies like the Transexual Action Orga¬ 
nisation (TAO) based at the Birmingham 
Peace Centre, 14 which sees itself as being 
in solidarity with mental patients, blacks, 
prisoners and all other oppressed groups. 
Readers* letters come from all sources 
including prisons. The small ads. contain 
notices from similar overseas groups, 
such as “Voice” in Toronto, a group of 
former inmates of Canadian psychiatric 
jails. 15 Heavy Daze has publicised the 
SPK (Socialist Patients’ Collective) in 
West Germany —a group of 60 patients and 
their doctor “kicked out of the university 
mental clinic in Heidelberg” and connected 
with the Baader-Neinhof anarchists. 
Finally, it urges its readers to support the 
MPU. 16 

family unit attacked 

The Socialist Medical Association in 
Birmingham claims that “only a Socialist 
system can provide a basis for mental 
health”. 17 The SMA criticises monopoly 
capitalism and family life, claiming that the 
small family unit produces neurotic con¬ 
flict. It is attempting to destroy the 
fundamental basic unit of all stable socie¬ 
ties—the home and family. The SMA 
criticises standards in mental and psychia¬ 
tric hospitals claiming that insufficient- 
money is spent on them. 

Another group working against establi¬ 
shed medical practice is the Women 

aASTSRN ECONOMIST 


and Health Group in Manchester, which 
organised a National Women’s Liberation 
Conference in April, 1975. 18 Some of the 
participants were student social workers 
from Southampton University. This 
group denigrates the NHS and the medical 
profession as male dominated and corrupt. 
There is some possibility that it is a sub- 
branch of Big Flame}* 

psychologists under fire 

A further Marxist group is Humpty- 
Dumpty, publishinga magazine of the same 
name and concerned with psychiatric 
patients, especially those in prison. It 
fosters professional jealousy between psy¬ 
chologists and psychiatrists and alleges that 
psychologists are used by the NHS to 
control “social deviants” and unrest in 
prisons. A look at some of its literature 
confirms the extreme left influence at work. 
“In our normal lives we are living a social 
lie .. the lie that is told in these mental, 
institutions is even bigger, because what 
happens in them is all done in the name of 
humanity, medicine, care .. but what it 
turns out to be is coercion”.* 0 There is 
criticism of the experimental industrial 
psychiatric prison at Coldingley. A typical 
comment is “Since wages are the largest 
part of manufacturers’ costs, we can guess 
the government is doing very nicely out of 
prisoners at Coldingley. This is protected 
enterprise with a vengence”.* 1 

Psychologists are accused of “dishing 
out repressive treatment to prisoners whose 
sickness has more to do with their ex¬ 
perience and subsequent victimisation 
in our society than with personal defects 
and inherent criminality 1 *. Appeals are 
made for a group called Radical Alter¬ 
natives to Prison in Newgate Street, E.C.I. 
which campaigns for the closure of pri¬ 
sons. 93 Institutions for the disabled 
are, criticised for lack of patient participa¬ 
tion malmanagement. Here again there is 
a diatribe against psychologists: “It is clear 
that orthodox psychology would inevitably 
end up by joining fully in the oppression of 
residents in institutions”.* 4 It is also 
suggested that the disabled and mentally 
subnormal make docile factory fodder, as 
they do not find boring work boring. In 
other words, extreme views are expressed 
in emotive terms designed to appeal to 
the unstable who cannot make clear 
appraisals or judgements, and who form an 
ideal nucleus of potential troublemakers. 
Once again the small ads. reveal a 
readership of Gay liberationists including 
“a group of Gay Social Workers at High¬ 
bury Park, N.5.” One wonders what sort 
of social work they are doing and whether 
it is justifiable to spend public funds on this 
kind of social service. 

It is not surprising the themes published 
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in the~“altemative” press are echoed in 
International Socialist newspapers There 
is continual emphasis on “drug companies" 
growing rich on contracts paid for out of 
public money.” 15 Official statistics, in 
fact, contradict this. A recent report by 
Runnymcdc Research, titled Competition, 
Bisk and Profit in the Pharmaceutical In¬ 
dustry states that since 1965 the risk of loss 
has substantially increased and by 1972 
over 28 per cent of pharmaceutical firms 
made either a loss or a return of less than 
10 per cent. Nevertheless, Workers Press 
demands “the nationalisation of drug 
companies and manufacture of medical 
equipment and supplies.* 4 IS Health 
workers claim that the “NHS loaves those 
who can’t keep pace with capitalist pro¬ 
duction to rot” and that British capitalism 
can no longer afford the NHS, but neither 
can the woiking class afford to lose it.”* 7 
Workers' Press is vociferously anti-Labour 
as i:t shown in such statements as “The 
Labour government has set out to strangle 
the social services. Its purpose is to act 
as a direct tool of capitalism'’.* 8 

Similar accusations against the phar¬ 
maceutical industry are made by a group of 
Marxists in Medicine which calls itself a 
Research and Study Group of the London 
Health Students’ Branch of the CPGB*® 
with a membership of doctors nurses, 
speech therapists and radiographers, all 
Communist Party Health students. It 
has published a pamphlet Take a Pill — 
The Drug Industry Private or Public , a 
diatribe against the pharmaceutical in¬ 
dustry. It is published at 6 Mayola Road, 
Clapton, close to the Hq of the MPU, 
and expresses MPU views -“The Psy¬ 
chiatric hospital receives the victims of a 
society organised largely for the benefit of 
large scale industrial production”. 30 

Ill 

Sex as a Tool for Revolution 

Another subversive group is Red Collec¬ 
tive—a unit of five men and women, all 
graduates, based in Greencroft Gardens, 
London N.W.6. They claim to work 
through political involvement in educa¬ 
tion, women’s movements, tenants* move¬ 
ments and with women hospital workers. 11 
A study of their publication The Politics 
of Sexuality in Capitalism reveals preoccu¬ 
pation with sex, permissiveness and Wo¬ 
men’s Liberation, which can only be des¬ 
cribed as scholarly immaturity and a 
puerile attempt to use sex as a tool for 
revolution. The pamphlet is testimony 
to the distuibing effect of so-called per¬ 
missiveness on immature, but educated and 
erudite personalities, who cannot handle 
emotional problems caused by premature 
sexual relationships. Red Collective claims 
to be using sex in a political (he. Marxist) 
struggle. Exactly how this is done is not 
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clear but the pamphlet abounds in such 
statements as: 

'The conjugal relationship has had to 
bear the full brunt of emotional life in a 
way it never used to. Mental hospitals 
and doctors’ surgeries are full of women— 
and mainly working class women—who 
have had nervous breakdowns”. “One of 
our problems in creating a-sexual politics 
is that perceptions and feelings that we 
have feel natural, human, even eternal, as 
all capitalist relations do”. “As Marxists 
and feminists we have some ideas about the 
relatibnships between sexes, the monoga¬ 
mous couple and capital relations of pro¬ 
duction”. “Jealousy is an illegitimate 
feeling which no good revolutionary ought 
to feel” (!). All this sounds intellectual, 
but what does it mean? What stands out 
clearly, and is echoed by all the other 
groups, is the Marxist involvement in 
Women’s Lib, and the attempt to destroy 
the firm basis of society—family life. 

It is not possible to list all groups and 
publications up and down the country 
• concerned with exploiting the mentally 
sick and denigrating orthodox mental 
treatment, but a few more are: 

Arbours -alternative psychiatry, an 
American fee-charging establishment in 
1 Dartmouth Road, N. W.5. managed by two 
Americans, who came here to work with 
R.D. Laing, and who run training courses 
for psychotherapists and community thc- 
■; rapists, and provide houses where people 
: in crisis get intensive care, much of it 
politically orientated. 1 * 

Birmingham Peace Centre- sells a 
number of “alternative" publications and 
advises on drugs, VD, contraception and 
abortion. 

Roadrumier , published in London 
and Manchester; praises MPU, CPOE 
and other anti-psychiatry groups. 

Leeds Other Paper—full of small ads for 
Gay people male and female. 

j k People Not Psychiatry, in Manchester 
and London, some members also MPU 
members. 

This study would be incomplete without 
a look at the facts about mental health in 
the NHS. 

NHS success rats 

MPU claims that more than half the 
NHS hospital beds are occupied bypsy- 
chiatric patients 81 . This is untrue. There 
' are 505,620 beds in the NHS of which 
192,031 are in psychiatric hospitals. 84 
There are 823 consultant psychiatrists in 
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the NHS and 41,687 nursing staff 
in psychiatric hospitals—probably not 
enough but a fair number. Resident 
mental patients have dropped from 2.8 
per 1,000 population in 1963 to 2.1 per 
1,000 in 1972, with a total of 99,524 resi¬ 
dent patients in 1972. The emphasis in now 
on out-patient treatment rather than 
admission to hospital and some 2.25 
million day patients arc treated annually. 
This has been possible by extensive, but 
carefully controlled, drug therapy enabl¬ 
ing psychiatrically sick people to live 
normally in the community instead of 
becoming institutionalised. 

special hospitals 

There are four special security hospitals 
for criminal psychopaths—Broadmoor, 
Moss Side and Park Lane in Liverpool, 
and Rampton. Notts., with a total of 2,295 
inmates. 85 . The NHS plans to establish 
forensic psychiatric units in open hospitals 
where, eventually, it is hoped to provide 
1 1 00() beds for psychiat rically sick criminals 
who can be treated in an open environ¬ 
ment . This costly form of treatment may 
have to be postponed because of the econo¬ 
mic crisis. Emphasis in the NHS is on 
keeping people out of hospitals and spend¬ 
ing more time and money on community 
services. No accusations of “brain wash¬ 
ing” or using mentally sick lor political 
purposes, which seems to be the underlying 
motive behind all these extremist groups, 
have ever been made against the NHS. 

The activities of groups, such as MPU, 
if looked at individually may appear pue¬ 
rile, and even somewhat quixotic, but 
when viewed collectively across the coun¬ 
try the picture reveals a definite and dis¬ 
turbing Marxist pattern. The exploitation 
of sick people is shocking. To use the 
mentally unbalanced as political tools in 
an attempt to destroy society and establish 


anarchy is dangerous. Such people, when 
roused, are uncontrollable. If they ate 
allowed, and incited, to riot, the results 
could be disastrous both for themselves 
and for civilised society. 
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WINDOW ON THE WORLD 

Paris: trade and oil 


Agenda for 


The closing months of a year are usually 
the time of important conferences. Rarely 
have two year-end conferences been more 
important that those taking place in Paris 
on November 15-17 on foreign trade 
matters and beginning December 16 on 
world energy supplies. The early winter 
season is proving a time when many 
changes in world economic affairs have 
approached the stage when decisions must 
be taken on how to direct them and howto 
adapt existing economic patterns to new 
requirements and to new compelling cir¬ 
cumstances. 

The world is long past the time of the 
Sixties’ boom conditions which overlapped 
deceptively into the early seventies. The 
illusion of the ‘mighty dollar* 4 in the last 
decade, which encouraged several Euro¬ 
pean currencies to vaunt an international 
value far beyond reality, has long since 
exploded. Overvalued European curren¬ 
cies to save themselves from tumbling 
disastrously, adopted the device of “float¬ 
ing**, an eupheuism in most cases for fall¬ 
ing steadily but more softly than if they 
had maintained their exaggerated pose. 

The four or five-fold increase in prices 
for oil crude at the end of 1973 spurred 
many inevitable changes ruthlessly, trans¬ 
ferring substantial wealth from the manu¬ 
facturing countries to the oil producers 
and bring the middle east into the world 
economic direction in a manner scarcely 
imagined even in Teheran or Riadh. 

top-heavy machine 

West Europe’s post-war economic 
machine, the European Community or 
Common Market, has proved altogether 
too top-heavy to handle the new circum¬ 
stances effectively or expeditiously and, in 
their alarm, states have returned to pro¬ 
tective nationalism within the Market, 
distoring its purpose and method, leading 
to the wasteful absurdities of butter, meat, 
wine and, now, apple “mountains’*, to the 
soothing of wasteful producers with 
grossly exaggerated prices and the wide¬ 
spread open flouting of the authority of 
the Market Commission in Brussels. 
Across the Atlantic, the USA has turned 
inwards to fight inflation and unemploy¬ 
ment—with some success and the stage is 
set for a US-west Europe dumping and 
trade war if this month’s trade talks fail to 
set up new balances in world commerce. 

The discussions will be sharpened by 
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the fact that almost all the participants 
in the Paris discussions are being obliged 
to make extensive economic adjustments 
at home as well as abroad. The world¬ 
wide recession in trade and industry con¬ 
tinues. At the moment the USA appears 
to be beginning to pull out of it more 
successfully than the Europeans. For the 
last five months US industrial output has 
been increasing steadily. There have been 
successive rises in output of one per cent, 
1.6percent, 1.9per cent and 2.8per cent 
and, since March, \{ million workers 
have found employment. While it is 
doubtful if the new annual rate of increase 
in industrial output of 13.5 per cent can 
be maintained there is now leeway for a 
slow-down without returning to the poor 
position in US industry at the beginning 
of the year. 

fast recovery 

Recovery from the deepest recession 
in the US economy since the Great 
Depression of the early ‘thirties is now 
about as fast as the average recovery 
from previous postwar recessions; con¬ 
tinuance of the impressive convalescence 
will depend on a substantial increase in 
business and consumer spending. Failing 
that increase, there could still be an even 
more severe recession in the USA next 
year than that experienced already, a 
risky outlook for an election year. 

West Europe is in the same boat as the 
USA in facing a capital shortage of un¬ 
usual proportions. The French are taking 
the lead m trying to encourage capital 
forxftations. More than any other west 
European, even more than the W.Germans 
whose weakness is to enjoy affluence, the 
French have become industrially and 
commercially far more aware, alert and 
efficient than they have ever been before. 
In the middle east and in the USA they 
are efficiently aggressive in sales and in 
seeking and seizing opportunities. It is 
not altogether without significance that 
the two big trade and energy conferences 
are to be held in the French capital—it is 
France that has taken the initiative, in 
the face of heavy US opposition which 
Washington was obliged to relax, in try¬ 
ing to reach new understandings with 
producers of primary products. 

The great advantage eqjoyed by the 
USA is its attractiveness in offering in¬ 
vestment opportunities. With the lowest 
unit labour costs in the world, adjusted 
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for exchange rate values, the United 
States appears to everyone the best place 
to invest. Interest rates are much lower 
in Europe than they are in the USA. As 
a result, very large sums of money are 
expected to flow into the United States 
from oil-exporting countries and other 
sources, leaving the Europeans still with¬ 
out sufficient investment capital. If this 
proves to be true, west Europe will have 
difficulty in containing the recession. Both 
the French and the West Germans have 
issued official forecasts suggesting they 
have taken adequate reflationary action, 
but the unattraclivcness of their offers 
for investment suggests they may remain 
hamstrung for sufficient money to make 
significant industrial recoveries. 

For these reasons the states meeting in 
Paris in mid-November will be highly com¬ 
petitive with one another. The importance 
attached to the occasion is revealed by the 
eminence of the personalities addressing 
the meeting. The host President, Giscard 
d’Estaing, will speak on monetary prob¬ 
lems, the US President on energy. Slightly 
less eminent but very significant, the West 
German Chancellor, Helmut Schmidt, will 
discuss the world economic situation and 
counter-recession measures, the British 
prime minister will speak on north-south 
relations (another euphorism for those 
who have and those who have not veiy 
much) and foreign aid, and the Italian 
prime minister. Signor Moro, on east- 
west trade, meaning commerce between 
the communist states and the rest. In 
this sense of east-west trade the Italians 
remain in many respects remarkably 
flexible western leaders with long-establi¬ 
shed cooperation ventures in the Soviet 
Union, Poland, Rumania and Yugoslavia. 

US attitude 

In preparation for the conference the 
US special representative or trade negotia- 
tiator Mr Dent, has denied that the United 
States is becoming protectionist. The 
Common Market’s suspicions have been 
aroused by US Treasury investigations of 
its exports of steel, automobiles, canned 
foods and shoes to the USA, all of which 
benefit from bounties or grants. Under 
the US Trade Act of 1974 countervailing 
duties must be imposed within !2 months 
if the Treasury investigations reveal posi¬ 
tive evidence of anything approaching 
dumping. About 20 per cent of west 
Europe’sexports to theUSAore threaten- 
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Delhi Connaught Plato In 1954. In tha foreground 
li Hamilton Housa where you 0 II find American Express 
International Banking Corporation. 


American Express International Banking Corporation 
-the centre of banking in the centre of the city 


We're very reachable—right in the city 
centre! And our up-to-date systems save 
you time and trouble. 

For example, open a Savings Account, and 
our index system encashes cheques in 
minutes. Open a Fixed Deposit Account, 
and our memory system reminds you 
of the maturiiy date. Open a Current 
Account, and our overseas system ensures 
speedy foreign remittances. Yes. you 


enjoy streamlined service when you bank 
with American Express International 
Banking Corporation—all the extia 
speed and convenience we provide our 
customeis round the world. 
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international Banking Corporation 


lnretl>e>ST«4 witn limited fcsMiitv in USA 


® We've got systems that work for you 


855 


OB M/5490 












Guar Meal 

a high protein cattle feed 
if given to our milch animals 
can make our country 
self-sufficient in milk 


Malnutrition in its various forms is one of Guar meal the former can earn conskler- 
our country's pressing problems. Protein able foreign exchange and the latter 
deficiency is proverbial and wide-spread, could solve the protein deficiency. Guar 
This is because the per capita availability meal has approximately 92% digestive 
of milk is only about 150 ml per day as nutrients and 45% proteins. It has higher 
against the basic minimum requirement food value than Guar.itself and can be fed 
of about 560ml. If all the Guar of approxi- as such or mixed with grass, hay or husk, 
mately 2 lac tons per year produced in churi, bran or oil-cake. It not only in- 
the country is processed to separate its creases the milk yield but also makes the 
constituents into Gum and high protein animals healthy and stronger. 


Hindustan Gum Cr Chemicals Ltd., Bhiwani, are producing Guar meal as a 
nutritious cattle feed. 




REGD. TRADE MARX 

Please send your orders or 
enquiries for Guar meal to: 

Hindustan Gum 
& Chemicals Ltd., 

Bill* Colony, BWw.nl (Haryana) 
Flion*; SI • Gram: ’HICHEM' 
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ed with economic reprisals. There is also 
the possibility that Market development 
aid given to such poorer regions of its 
area as southern Italy and Ireland might 
be regarded in the USA as bounties or 
grants, which would be classified as dis¬ 
criminatory in the USA and liable to 
countervailing charges on imports. 

As the leading democratic trading na¬ 


tions approach their talks there are dan¬ 
gers throughout the world of renascent 
protectionism. Every state is watching the 
others 1 exports aids jealously, its guards 
are up against attractions to others with 
outside capital and all forms of unusual 
self-help and self-protection especially in 
the favourite form of non-tariff trade 
barriers. As the comprehensive GATT 
discussions under f hc “Tokyo Round” 


lumber on, the coming Paris conference 
will cover technical aspects of these 
GATT talks. It can be expected that 
states, realizing their need to trade or 
suffer should be able to put themselves 
in a position to communicate to GATT’s 
director-general an area of reasonable 
understanding that will make 1976 look a 
trifle less daunting than 1975 has proved 
to be. 


30 years of Czech agriculture Josef Turek 


One of the most important chapters in 
the post-war history of Czechoslovakia is 
the revolutionary restructuring of the 
widely dispersed small-scale agricultural 
production into socialist “mass” produc¬ 
tion. The land reforms made from 1945 to 
1949 eliminated all large estate owners and 
"put the land into the hands of the landless 
peasants and subsistence farmers. 

In 1949 a bill was passed on agricultural 
cooperatives and that same year the 9th 
Congress of the Communist Party of 
Chechoslovakia (KSC) determined the 
principles of socialist reconstruction of 
agriculture in Czechoslovakia. In the 
course of collectivisation it was necessary 
to cope with no small difficulties and to 
resolve a number of organizational, pro¬ 
duction and economic problems. And by 
now the entire past period of the develop¬ 
ment of Czechoslovak socialist agriculture 
has confirmed that under conditions of an 
industrially advanced state Lenin’s ideas 
on making socialist cooperatives of private 
small-scale agricultural units were quite 
justified, that the policy of continual 
strengthening of the union between wor¬ 
kers and peasants is the fundamental con¬ 
dition for the development of a pros¬ 
perous socialist society. 

Czechoslovakia at present has 7,060 
hectares of farm land, almost 10 per cent 
less than before the war. Nearly 90 per 
cent of this land is managed by the socialist 
sector, and the rest is for private use of the 
cooperative members and private farmers, 
mainly in the mountain regions of the 
Republic. 

f At present 1,050,000 people are working 
in Czechoslovak agriculture, which is 
Mahout 47 per cent of the pre-war number. 
Despite this in 1974 agricultural production 
was 1.4 times higher than it was in 1936. 
In this period the intensity of agricultural 
production per hectare of land rose by 
more than one half, and gross agricultural 
production per worker increased almost 
five-fold. 

Crop production, which is one of the 
i basic components of Czechoslovak agri- 
j culture, has changed considerably since 
World War II. Although the area under 


crops was shrinking, remarkable successes 
have been achieved in the crop production 
branch. The very good results were due, to 
a great extent, to newly introduced inten¬ 
sification measure, especially to the wider 
use of high-yield -mainly Soviet-varieties, 
higher doses of industrial fertilizer, increa¬ 
sed use of chemicals, pesticides and the 
like, and maintenance of the optimal water 
regulation of the soil. 

Per hectare yields of the main farm 
crops, especially grain, are now in 
Czechoslovakia the same as in any other 
highly advanced agricultural country. 
Whereas before the war average per hec¬ 
tare yields were: wheat 17 quintals, rye 
16 q., barley 17q., potatoes 135 q., sugar 
beet 28»" q. the figures for 1974 were: 
wheat 40 q. rye 31 q., barley 39 q., pota¬ 
toes 164 q. and sugar beet 396 q. The 
1974 grain harvest totalled 10.6 tons 
compared to 5,7 million before the war. 

livestock production 

A still greater rise has been recorded 
over the past thirty years of Czechoslovak 
agriculture in livestock production, which 
was due mainly to good breeding and 
veterinary care, and to using modern feed¬ 
ing methods. The herds of livestock have 
increased and so has ihcir utility value. 
At present the production of animaPpro¬ 
duce is covering the high requirements of 
the population. 

The 4,120agricultural cooperatives and 
300 state farms in C zechoslovakia now 
have more t han 4.6 million head of cat t le, 
6.3 million pigs, 840,000 sheep and 42 
million poultry. The average annual milk 
yield per cow has reached 2,810 litres and 
the average annual egg yield per hen is 
204 eggs. Every year Czechoslovak fisher¬ 
men catch 15.5 million kilograms of carp, 
tench, pike perch and trout. With the 
annual consumption of 80 kilograms of 
meat per capita Czechoslovakia ranks high 
on the world scale. 

For the effective application of mass- 
production technology in Czechoslovak 
agriculture strong and purposeful concen¬ 
tration and specialization is necessary in 


livestock farming. The basic condition 
for this is to create and improve various 
forms of cooperative relations, either 
through membership of joint agricultural 
enterprises or by setting up closer-type 
cooperation projects. Cooperation, 
concentration and specialization in 
agricultural production arc long-teim 
processes which arc making good head¬ 
way. 

The character of work in Czechoslovak 
agriculture has absolutely changed in the 
last thirty years. Laborious work has been 
eliminated and replaced with modern 
machines; today Czechoslovak farm 
workers have at their disposal 141,000 
tractors, 18,300 grain harvesters, about 
30,000 fodder and potato harvesters, sets 
for sugar beet harvesting, hot-air drying 
halls, machine-lines for post-harvest 
processing and grain storage, completely 
mechanized poultry halls, pig fattening 
stations, large capacity calve fattening 
stations, and the like. Harvesting of grain 
is completely mechanized, potatoes 70 
per cent, sugar beet 85 per cent. In live¬ 
stock fanning, for instance, 95 per cent of 
milking is mechanized, 98 per cent of the 
watering, and 95 per cent dung removal 
from stables. The consumption of 
industrial fertilizer per hectare of farm 
land is 205 kg of pure nutrients, i.e. 15 
times more than in 1936. 

Today fanning is proving to be an 
attraction for the youth, and young people 
in particular have better conditions to 
raise a family in the village than in the 
t own. They have t here working and social 
security and good prospects, possibilities 
to enjoy culture, social life and sport while 
agricultural enterprises give them consi¬ 
derable financial assistance in building 
family houses. 

Czechoslovak agriculture has become a 
prospering branch of the national econo, 
my. It accounts for 10 per cent of the 
national income, and it ranks among t he 
most advanced countries in the world as 
regards the rate of development, concentr¬ 
ation of production, degree of mechan a- 
tion and chemisation, labour productivity, 
yields and utility value. 
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Place: 

Grndlays’ Trader’s 
Desk 



Task: 

Obtaining the best 
foreign exchange rates 
_ fomGrindlays’ customers 
and the country. 


Who it Gajtnm Nagvenkar? 

A Trader at Grindlays. 
Nagvmkar trades in foreign 
currencies—buying and selling 
them profitably for customers 
and the Bank. And to do this 
he must watch fluctuations in 
14 currency rates closely, 
operate over 5 time zones, 
analyse trends, estimate how 
the international money market 
will move next...in the next 
few minutes. Competing 
against others in a continuously 
changing market. Nagvenkar's 
job is to get the best 
advantage for the customer 
and tha Bank. And thereby for 
India. Since every profitable 
transaction means many 
more dollars or pounds gained 
or saved for the country. 


Who else works for 
Grindlays? 

Many other professionals like 
Gajanan Nagvenkar. Working in 
different areas. 

Teachers teaching modern 
banking techniques and allied 
subjects to Grindlays staff so 
that they function better, and 
improve their skill and 
efficiency. Personnel men 
worxing to put the right man 
on the right job so that the job 
gets done better. Corporate 
Planners, coordinating the 
plans of all functions, 
monitoring their progress, 
helping to achieve the social 
and economic goals that the 
Bank has set for itself. 
Management Consultants 
assisting existing and new 
enterprises with their know* 
how and experience. Helping 
industry produce at optimum 
cost and encouraging 
profitable growth. 



There are many others. 
Professionals at work. In 
Grindlays prorassionalism is a 
creed. And this is seen in all 
Grindlays work. Whether in the 
traditional role of commercial 
banking or in newer ones like 
Management Consultancy and 
Merchant Banking. It is banks 
like Grindlays who have 
enlarged the conventional role 
of banks in India, extending it 
to cover wider areas of 
industry and finance. 



mmpamod m 0* Uwed Kmafem 
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GRINDLAYS 
—Professionals in banking 
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An Eastern Economist Feature 


Indo-Soviet economic cooperation 


Two decades of friendship 

S. P. Chopra 


On September 19, 1975, India 
and the USSR signed a protocol 
for establishing a radio-link 
between the two countries. 
To be completed within the 
next three years, this project 
will facilitate the setting up of 
direct radio communication 
across the Himalayas. It will 
enable the transmission of 
telephone, teleprinter and telex 
signals with an initial capacity 
of 12 speech channels. There 
was also the possibility of 
establishing in the near future 
a direct link by using a Soviet 
satellite. The latest protocol 
was thus a landmark in the 
growing friendship and co¬ 
operation between the two 
countries. For more than 20 
years, trade, aid and technical 
collaboration between India 
and the USSR had made rapid 
progress, thanks to the spirit 
of comradeship. 

multiple increase 

In 1950-51, our exports to 
the USSR were valued at Rs 
1.38 crores only; they were a 
small fraction of our exports to 
the UK at Rs 139.82 crores, the 
USA at Rs 115.88 crores and 
Singapore at Rs 30.68 crores. 
By 1965-66, our exports to the 
USSR had jumped to Rs 
92.89 crores occupying the 
third rank after the USA (Rs 
146.98 crores) and the UK 
(Rs 144.78 crores). By J972-73, 
our exports to the USSR at 
Rs 304.82 crores topped the 
list with the USA (Rs 275.74 
crores) and Japan (Rs 217.16 
crores) occupying the second 
and third positions respectively. 
In 1974-75, the USSR retained 
its leading position with ex¬ 
ports at Rs 418.17 crores; 
the USA and the UK held the 
second and the third positions 
with exports valued at Rs 
$75.79 crores and Rs 307.00 
chores respectively. However, 


the fact which needed to be 
underlined was that it was the 
rupee trade agreement between 
the two countries which had 
acted as the chief innovation 
for expanding exchange of 
goods and services. But for this 
mutually acceptable mode of 
clearing the payments in ex¬ 
ternal accounts, this sharp up¬ 
turn in exports to the USSR 
would not have been possible. 
And what was more, the trade 
between the two countries was 
balanced over the short run, 
thus avoiding chronic deficits 
or surpluses. 

diversified list 

As was anticipated, the 
traditional commodities such 
as jute manufactures, tea and 
cotton textiles predominated in 
our export list to the USSR 
in the earlier years. Gradually, 
the list was expanded to in¬ 
clude the non-traditional goods, 
especially industrial products. 
This gave an impetus to the 
process of industrialisation in 
our country. In due course 
these industries having brought 
their technical efficiency to a 
level acceptable to the USSR, 
were able to feed, the west 
European and American 
markets also. 

Nearly 70 industrial projects 
had either been commissioned 
or were in the process of being 
set up in this country with 
active Soviet assistance. Bhilai 
and Bokaro steel plants. Heavy 
Machine Building plant of 
Heavy Engineering Corpora¬ 
tion Ltd., Bharat Heavy Elec¬ 
tricals Ltd. (Hardwar), Indian 
Drugs and Pharmaceuticals 
Ltd (Rishikesh), Instrumenta¬ 
tion Ltd. (Kota), and a number 
of other industrial plants had 
been established with Soviet 
assistance. The articles on the 
following pages described in 
brief the areas in which the 


USSR had contributed signi¬ 
ficantly for strengthening the 
industrial base of our country. 

Aid authorised by the USSR 
so far was about Rs 750 crores 
and occupied the fourth posi- 
tionafterthe USA, the UK and 
West Germany. All aid was 
tied to particular projects and 
an effort had been made in 
recent years to encourage 
Indian enterprises to take in¬ 
creasing part in the establish¬ 
ment of new units. Thus, the 
USSR supplied through credil s 
only those equipments and 
machinery for which no capa¬ 
city existed in this country. 

A search is being made by 
both the countries to discover 
unconventional areas of deve¬ 
loping trade and co-operation. 
Some fresh proposals are ex¬ 
pected to figure in the new five- 
year trade agreement between 
Delhi and Moscow. They 
relate to the setting up of units 
in our country for the manu¬ 
facture of colour TV sets, 
leather goods, textile products 
and other goods for supply to 
the Soviet Union. 

colour TV 

A plant is proposed t o be set 
up in our country to produce 
100,000 colour TV sets per 
annum to meet Soviet require¬ 
ments. As the skills needed 
for the production of colour 
sets are similar to those re¬ 
quired for the manufacture of 
black and white ones, this capa¬ 
bility can be exploited for pro¬ 
ducing the colour sets also. The 
plant will be set up in our 
country while a service-cum- 
repair unit will be established 
in the Soviet Union. A manu¬ 
facturing unit with an annual 
capacity of J 00,000 colour TV 
sets will call for an investment 
of R$ 27 million, including 
foreign exchange component 


of four million of rupees. The 
exchange component is requir¬ 
ed for importing certain types 
of testing equipment. 

Anothei proposal aims at 
the manufacture of 1.6million 
pairs of leather gloves per 
annum for supply to the Soviet 
Union. The plant may be 
established at Kanpur. It will 
manufacture both glove leather 
and gloves. Since the skills 
developed in India for leather 
goods are of a high order, 
there is not much need for out¬ 
side expertise for the produc¬ 
tion of these items. 

Another suggestion is with 
regard to the supply of 150 
million metres of cotton piece- 
goods per annum from our 
country which can be organised 
by the public sector National 
Textiles Corporation. 

conversion deal 

The existing availability of 
cotton in India will not be suffi¬ 
cient to meet Russia's require¬ 
ments for which about 200,000 
bales of cotton will need to be 
imported annually, it is en¬ 
visaged that this will be on the 
basis of a “conversion deal” 
Unking the export of cotton 
textiles from India with the 
supply of cotton from the 
USSR. 

Another area in which co¬ 
operation is envisaged is for 
the manufacture of mica fabri¬ 
cations in India. Our country 
has rich deposits of mica and 
supplies about 70 per cent of 
the world requirement, mainly 
in raw form. The USSR is the 
principal buyer of our raw 
mica. The proposal is to import 
know-how and machinery from 
the Soviet Unioti for the 
production of sudh Ucins tie 
insulating paper, micanite and' 
mica paper. 
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basis of enduring relations 

V. N. Koptevsky 


The 


Economic cooperation bet¬ 
ween India and the Soviet 
Union has assumed signifi¬ 
cant proportions and has be¬ 
come one of the most impor¬ 
tant factors in the total con¬ 
text of the development of 
friendly relations between our 
two countries. 

This thesis was underlined 
by the leaders of both the 
USSR and India and was 
evident in the fruitful results 
of discussions on the prospects 
of further development of 
Indo-Soviet economic ties held 
during Leonid Brezhnev's 
visit to India in November 
1973. This is yet another 
proof that relations between 
states in the contemporary 
world, and relations between 
the USSR and India as an 
example, can be solid and 
comprehensive if they are 
based on close economic 
cooperation. Thus the task 
of further strengthening and 
widening mutually beneficial 
Indo-Soviet economic ties is 
gaining special importance. 

20th anniversary 

On February 2, 1975 we 
celebrated the 20th anniver¬ 
sary of Indo-Soviet economic 
cooperation. Two decades 
have passed since the day when 
the first inter-governmental 
agreement for the construction 
of the first stage of Bhilai Steel 
Plant was signed. During these 
two decades our economic 
ties have gained further 
strength. These ties are 
playing an important role in 
the economic and technical 
^progress of India on her way 
mo building a self-reliant econo- 
iny. As a result of the wide 
|uid comprehensive nature of 
Indo-Soviet economic cooper¬ 
ation, more than 70 indus¬ 
trial projects have been or 
!iare being constructed or 
Resigned in India. Out of 
these, about 50 projects have 
already been commissioned. 
In a majority of cases they 
represent larjge modern metal¬ 
lurgical, engineering, oil pro- . 
during and refining enterprises, 

. tmsm mmmm 


coal mines, power stations, 
agricultural farms, etc., which 
are contributing considerably 
to the development of the 
economy of the country, 
especially of the public sector, 
which produces a substantial 
part of the total industrial 
production of the country. 

profit earners 

These projects are responsi¬ 
ble for a major part of profits 
earned by Indian public 
sector in recent years. Thus 
in 1973-74, 12 projects of 
Indo-Soviet economic coope¬ 
ration earned more than Rs 
56 crores out of the total of 
about 65 crores of profits 
earned by the public sector 
undertakings. During 1974-75 
the profits of these projects 
reached Rs. 77 crores—about 
50 per cent of the total profits 
of public sector enterprises. 

Such projects of our 
cooperation as Bhilai Steel 
Plant, Heavy Machine-Build¬ 
ing Plant in Ranchi, Heavy 
Electricals Plant in Hardwar, 
Antibiotics Plant in Rishi- 
kesh, and Bokaro Steel Plant 
are the largest enterprises of 
their kind not only in India 
but also in all developing 
countries of Asia and 
Africa. 

One of the basic charac¬ 
teristic features of Indo-Soviet 
economic cooperation is that 
the Soviet Union is rendering 
to India assistance mainly in 
the public sector which is 
widely acknowledged as the 
main force in solving current 
economic and social problems 
of the country. 

The name of the Bhilai Steel 
Plant is widely known all over 
the world. Today the Bhilai 
Steel Plant is India's leading 
steel enterprise, which can 
produce 2.5 million tonnes of 
steel per year, j.e.. one-third of 
India's total steel production. 
Its capacity is being expanded 
to four million tonnes. 

This plant also serves as a 
taut training centre where 
ovict specialists are instructing 


Indian specialists as well as 
specialists from other develop¬ 
ing countries. 

The Bokaro Steel Plant, 
the largest and the most 
prestigious Indo-Soviet pro¬ 
ject, is also fast coming up. 
In May 1975, Bokaro pro¬ 
duced its two million tonnes 
of pig iron. Bokaro's pig 
iron already enjoys high repu¬ 
tation and is in good demand 
not only at home but also 
abroad. 

Bokaro is the last word in 
steel technology. The USSR 
has provided it with the most 
modern metallurgical equip¬ 
ment and technology, inclu¬ 
ding the converter meihod of 
steel making. This plant, 
which is being expanded to 
four million tonnes capacity, 
will produce sheets and plates 
and thus make it possible for 
the country to stop import of 
these products. At present 
the erection works at the steel 
rolling mill “2000”, the 
largest in India, are being 
completed. 


In the process of industria¬ 
lisation a prominent role is 
played by the machine-build¬ 
ing plants built with Soviet 
assistance. The flagship of 
heavy machine-building indus¬ 
try in India, the Heavy Ma¬ 
chine-Building Plant in Ranchi : 
can produce a wide variety of 
machines and especially 
machines for metallurgical 
industry. At present the main 
destination of its products is 
the Bokaro Steel Plant. 

substantial contribution 

A substantial contribution 
to the development of Indian 
power industry is being made 
by the Heavy Electricals Plant 
in Hardwar, also built with 
Soviet assistance. 

The plant has already mas¬ 
tered the production of ther¬ 
mal turbines and generators 
of 100 and 200 MW capacity 
and also of different types of 
electric motors. 

The enterpises built in 
India with Soviet assistance are 


Processed Foods for USSR 

The USSR has been buying from our country, mango juice, pineapple juice, 
pineapple slices, dehydrated onions, instant coffee and walnuts (See table below) 
Significantly enough, Soviet Union is a bulk buyer for Indian mango juice and 
its imports have gone up to 8,000 tonnes, although during the last couple of years 
their offtake has been reduced. It would appear that considerable capacity 
which has been built up for catering for the increased Russian requirement can 
be better utilised if the USSR could increase the quantity of mango juice for which 
there is a definite demand there. Also, dehydrated unions have gained ground in 
this market and there is further grow th potential. In regard to instant coffee also, 
in addition to the purchase of consumer packs there is the possibility of selling in 
bulk to he repacked in the USSR. This arrangement will be of benefit to both the 
countries. 

The present product mix of processed foods exported to the USSR is of a 
very small range which requires to be further enlarged. For example, it should 
be possible to sell such items as fresh onions, fresh fruits and vegetables and 
tomato products. 

Exports of Processed Poods to the USSR 

(Value in Rs lakhs) 


Item 

1970-71 

1971-72 

1972 73 

1973-74 

1974-75 

Mango juke 

86 18 

95 50 

152 68 

63 26 

— 

Pineapple juice 

7 15 

7 66 

11 08 

— 

—- 

Pineapple slices 

2 12 

— 

--- 

— 

—■ 

! 

i 

| 

17 01 

15 94 


— 

25 23 

Instant coffee 

109 62 

130 61 

149 18 

66 66 

92 47 

Walnut Ke/ncls 

— 


— 

27 47 

— 

Total 

222 08 

249 71 

312 94 

157 39 

117 70 
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greatly contributing to India's 
self sufficiency. At present 
India is in a position to build 
many industries reducing to 
the minimum import of 
machines and equipment, 
while only a few years back 
not a single in lust rial unit in 
the country could be set up 
without substantial import of 
machines and equipment. 

A good example of this is 
provided by the Bokaro Steel 
Plant* where more than 70 
per cent of equipment and 100 
per cent of metal structures 
and materials have come from 
inside the country. 

Another important field of 
Indo-Soviet economic and 
technical cooperation is 
India's oil industry. For al¬ 
most two decades, the Soviet 
Union has been assisting India 
in developing this major 
industry in its entire range 
from oil and gas exploration 
and extraction to theconslruc- 
tton and operation of refine¬ 
ries. 

So far 33 viable oil and gas 
fields have been discovered 
with Soviet assistance in India. 
The techno-economic report 
prepared by a group of Soviet 
and Indian specialists shows 
good prospects for the future 
development of the Indian oil 
industry. 

oil refineries 

The Soviet Union has also 
provided assistance to India 
to set up two oil refineries of 
three million tonne capacity 
each at Koyali and Barauni. 
They process 20 per cent of 
India's total output of oil 
products. 

Of great importance for the 
Indian economy are also power 
stations and mines built in 
India with Soviet assistance. 

Training of Indian specia¬ 
lists is yet another sphere of 
Indo-Soviet cooperation. Just 
about 3,000 Indian specialists 
have undergone practical 
training in the USSR. 

Industrial and technical 
training is also carried out at 
field training centres organis¬ 
ed at some project sites in 
India. Besides, successful 
development of Indo-Soviet 
economic cooperation has 
also influenced the volume of 


trade between our two count¬ 
ries. In 1974-75 it reached 
more than Rs 723 crores. 

The USSR has already be¬ 
come the leading customer of 
Indian goods. But as is often 
underlined by some observers 
in India, the total results of the 
development of Indo-Soviet 
economic cooperation are more 
far-reaching than simple quan¬ 
titative growth of the volume 
of trade. 

new technology 

It is also necessary to men¬ 
tion here that India's econo¬ 
mic ties with the USSR are 
influencing the development of 
new technology and positive 
structural changes in Indian 
economy. Indo-Soviet econo¬ 
mic cooperation helps India 
to solve problems of optimal 
location of industry, develop¬ 
ment of backward areas as 
well as to tackle a number of 
social problems. The proof 
of this can be found in the 
examples of Bokaro, Bhilai, 
Korba, etc., where the impact 
on the region has been pheno¬ 
menal. 

The second meeting of the 
inter-govermental Indo-Soviet 
Commission on Economic, 
Scientific and Technical Co¬ 
operation, which took place 
in Moscow in September, 1974 
marked an important step 
towards further development 
and expansion of economic 
ties between India and the 
USSR. 

The commission, establish¬ 
ed two years ago, has become 
an important instrument in 
furnishing quick decisions to 
current problems as well as in 
outlining concrete directions 
and projects of our coopera¬ 
tion. 

The results of the work of 
the commission were an im¬ 
portant step in the implemen¬ 
tation of the agreement on 
further development of eco¬ 
nomic and commercial co¬ 
operation between the USSR 
and India signed during the 
visit to India of the General 
Secretary of the Central 
Committee of the Communist 
Party of the USSR, L.I. 
Brezhnev, in November 1973. 

The agreement on the fur¬ 
ther expansion of trade and 


economic cooperation and 
other documents signed dur* 
ing L.I. Brezhnev's visit have 
given a new impetus to the 
development of economic,, co¬ 
operation between our 
two countries. 

Summing up some of the 
results of our mutual work 
during the two years that have 
passed since L.I. Brezhnev's 
visit to India, it is possible to 
state that encouraging perfor¬ 
mance has been seen due to 
the common efforts of both 
countries and that the majo¬ 
rity of stipulations made in 
these agreements have already 
been fulfilled. 

Under the conditions of 
the current world energy 
crisis the Soviet Union and 
India are attaching great im¬ 
portance to cooperation in oil 
and coal industries. The visit 
of the Soviet Oil Industry 
minister, V.D. Shashin, and 
thatofB.V. Bratchenko, the 
Soviet minister for Coal In¬ 


dustry, were therefore of great 
significance. These visit* led 
to new protocols expanding 
the scope of cooperation bet¬ 
ween the two countries. 

The Soviet Union has agreed 
to render assistance in the 
integrated development of 1 a 
number of coal mines, inclu¬ 
ding two open-cast mines at 
Singrauli and two underground 
mines at Raniganj. Soviet 
specialists have already pre¬ 
pared feasibility reports for 
these projects and the con¬ 
tract for their further imple¬ 
mentation has been recently 
signed in New Delhi, 

In the field of non-ferrous 
metallurgy, the Korba Alu¬ 
minium Plant has already 
gone into production. But 
the largest new project under 
construction is the Mathura 
refinery, which will have a 
capacity of six million tonnes 
of petroleum product s per year. 
In October last a contract for 
the supply of 32,000 tonnes 
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equipment and materials from 
the Soviet Union was signed. 

Great importance is attach¬ 
ed to the development of pro¬ 
duction cooperation between 
our two countries. A special 
working group has been es¬ 
tablished within the frame¬ 


work of the joint commission 
for preparation of necessary 
suggestions in this field. Last 
March a team of Soviet ex¬ 
perts visited India for fur¬ 
ther discussions on the pros¬ 
pects of cooperation in pro¬ 
duction. The results of their 


work are now being considered 
by Soviet and ^Indian organi¬ 
sations. 

At present active work is 
going on for the preparation 
of the third session of t he joint 
commission which is to be 
held early next year. This 


session will be an event of 
significant importance for the 
further development of Indo- 
Soviet economic ties as it was 
envisaged in the agreements 
signed in Delhi in November, 
1973 by L.I. Brezhnev and 
Mrs Indira Gandhi. 


Bhilai and Bokaro : significant landmarks 

N. I. Nefedov 


This year the peoples of India 
and the Soviet Union cele¬ 
brated on a large scale the 
20th anniversary of the signing 
of the first inter-governmental 
agreement on economic co¬ 
operation between our two 
countries for the construction 
of Bhilai Steel Plant. Joint 
efforts of Indian and Soviet 
workers and engineers during 
the construction of the Bhilai 
Steel Plant, and collaboration 
between different Soviet and 
Indian organisations, design¬ 
ing institutions and indus¬ 
trial units, which supplied eq¬ 
uipment for Bhilai, present a 
bright example of mutually 
beneficial, fruitful and frater¬ 
nal cooperation between our 
two peace-loving countries. 

Cooperation between our 
two countries is not limited to 
ferrous metallurgy alone. The 
scale of Sovict-Indian coopera¬ 
tion has since increased so 
much that it is actually impos¬ 
sible now to find a single state 
in India where there is not an 
industrial unit constructed by 
the unremitting efforts of 
Soviet and Indian workers and 
engineers. 

laudable cooperation 

Mr Chandrajit Yadav, 
central minister for Steel & 
Mines, addressing a meeting 
in Bhilai dedicated to the 20th 
anniversary of our economi¬ 
cal cooperation praised highly 
this cooperation and stated in 
particular that no other coun¬ 
try in the world helped India in 
the development of sudh crucial 
branches of economy as met¬ 
allurgy, engineering, etc. In 
other words, such branches 
contribute considerably to the 
achievement of self-reliance. 
He also said that this coopera¬ 


tion helped the growth of 
qualified cadres, capable of 
designing and constructing 
steel and allied enterprises. 

The Bhilai Steel Plant is 
one of the biggest plants 
among the public sector under¬ 
takings and is producing a 
great variety of rails, beams, 
section metal and rolled wire. 
The plant ensures the produc¬ 
tion of about 30 per cent of 
steel and 65 per cent of rails 
in the country. 

Bhilai Steel Plant has been 
designed at a high technical 
level. Advanced technologi¬ 
cal processes and shop-wise 
performance schemes, the best 
designing of structures, ma¬ 
chines and equipment, the 
most rational civil solutions 
based on the experience of 
Soviet steel industry—all these 
have been taken up in the 
project. 

standardisation 

Highly productive techno¬ 
logical processes, perfected 
control and management over 
production processes, mecha¬ 
nisation of production opera¬ 
tions in shops and outside 
transportation means, stan¬ 
dardisation of structural, in¬ 
dustrialisation of civil works 
and their implementing in 
short time—these have also 
been taken into consideration 
in the project. 

The Soviet people cannot 
but be proud of tne progress 
made by their friends. We are 
proud of the achievement of 
the Indian people just as we 
are proud of our own. And 
when we are learning about 
new and ever greater success 
and achievements of the Bhilai 


Steel Plant—we feel growing 
pride and happiness. 

This plant is steadily in¬ 
creasing its production, con¬ 
sistently improving its techno- 
economic indices. In 1974-75 
it produced more than two 
million tonnes of steel and 
1.69 million tonnes of rolled 
stock. 

big profit 

The plant has derived a 
net profit valued at Rs 387 
million; as the Indian press 
pointed out, increased profit 
is mostly due to better utilisa¬ 
tion of installed capacity, in¬ 
crease in labour efficiency, re¬ 
duction in idle time of equip¬ 
ment and units, saving of coke 
and other raw materials, sav¬ 
ing of electrical energy, etc. 

We are happy that all these 
achievements have been made 
by Indian workers and engi¬ 
neers, mostly trained in the 
plant itself. For a long time 
now, they are, running the 
plant on their own. Only 13 
specialists work there now in 
production shops. The Bhilai 
Steel Plant is a major training 
centre consisting of highly 
skilled steel-smelting workers, 
rollers, blast furnace workers, 
operators, power engineers 
and many other professions, 
who arc employed in the met¬ 
allurgical plants. Many Indian 
engineers and skilled workers 
have been delegated from 
Bhilai to other Indian steel 
plants. 

The first stage of construc¬ 
tion of the Bhilai steel plant 
with a capacity of a million 
tonnes per annum had been 
underway from 1957 till 1961. 
In 1962 with the assistance of 
the USSR the technical design 


of the plant’s expansion to a 
capacity of 2.5 million tonnes 
per year was developed. The 
construction of the plant was 
over in 1967. 

Iri 1965 an inter govern¬ 
mental agreement was conclu¬ 
ded regarding, Soviet assist¬ 
ance for the construction of a 
large-scale metallurgical plant 
in Bokaro (Bihar). This plant 
is designed to manufacture 
sheet rolled steel for different 
purposes. 

The technical project of the 
plant of four million tonnes 
steel capacity per annum 
along with formation of the 
first stage of construction to a 
capacity of 1.7 million lonnes 
per year was carried out by 
Gypromez—a leading design 
institute in the USSR. Shop 
drawings for the first stage 
have been developed by Gy- 
promez with the assistance of 
specialised Soviet design 
organisations. 

up-to-date operation 

The metallurgical plant has 
been designed using up-to- 
date operations, effective 
metallurgical equipment with 
high-dcgrcc mechanisation 
and automation of production 
process. At present Bokaro 
steel plant is under active con¬ 
struction. 

At the beginning of Octo¬ 
ber, 1972 the first main pro¬ 
duction units, such as coke 
furnace battery, sintering ma¬ 
chine and first blast furnace 
with net volume of 2000 
cubic metres were put into 
operation. 

This blast furnace is one 
of the largest furnaces in India 
and in South-East Asia. Two 
100 tonne oxygen converters 
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and slab unit “1250’* have 
been erected as well. 

Another three converters, 
continuous strip mill 2000 mm, 
cold rolling shop and other 
units are under construction 
now. 

These units which were 
put into operation in such a 
short period have produced 
> coke and high quality sinter. 
At different periods during 
1973-1975 the blast furnace 
operated at a level somewhat 
higher than the designed capa¬ 
city reaching day production 
of 3000 tonnes pig iron. 

Large-scale blast furnaces, 
one poweful converter, and 
unique rolling mills have been 
designed at the steel plant. 

At Bhilai Steel Plant a sin¬ 
tering shop has been designed, 
equipped with machines with 
sintering bed 50 m* each, 
blast furnace plant with blast 
furnaces of volume 1730 m\ 
open hearth shop with units 
of 250 and 500 tonne capa¬ 
city, a blooming 1150 mm, 
continuous billet, rail struc¬ 
tural, bar and wire mills. In 
Bokaro a sintering shop has 
been designed with machines 


of sintering bed 252 m* each 
blast furnace plant with blast 
furnaces volumed at 2000 m*, 
converter shop with conver¬ 
ters of 100 and 300 tonne 
capacity, hot-rolling shop 
comprising of slabing mill 
1250 mm and continuous 
broad strip mill 2000 and cold 
rolling shop. 

The project of Bokaro 
Steel Plant (designed after 
1960) as compared to Bhilai 
Steel Plant project, which was 
designed during 1955-60, has 
incorporated up-to-date stand¬ 
ards of ferrous metallurgy 
development. 

An essential distinction of 
the collaboration between 
Soviet and Indian organisa¬ 
tions at present, as compared 
with the time of Bhilai Steel 
Plant construction, is the fact 
that detailed engineering for 
reaching an output of four 
million tonnes of steel per 
year at Bokaro is being carri¬ 
ed out not by Soviet organisa¬ 
tions but by the Indian de¬ 
sign organisation MECON, a 
public sector undertaking. 
This testifies to the growing 
abilities of Indian engineers 
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to copG with any problems not 
only in the field of manage¬ 
ment of a huge steel complex 
but in any kind of design work, 
such as feasibility reports, 
picking-out of process flow 
diagrams and preparing of all 
working drawings required for 
construction. 

The Soviet people feel 
pride in the fact that a con¬ 
siderable contribution was 
made by Soviet engineers in 
the setting-up of this organi¬ 
sation and in the success it 
has scored. Many Indian de¬ 
signers of MECON underwent 
training at design institutes 
and industrial enterprises of 
the Soviet Union. Soviet or¬ 
ganisations handed over a 
great deal of technical docu¬ 
mentation to MECON. 

Today MECON is the pub¬ 
lic sector's largest design or¬ 
ganisation whose staff num¬ 
bers 2,000 engineers and tech¬ 
nicians and whose subsidia¬ 
ries arc located in different 
parts of the country. Now 
MECON’s engineers are able 
to solve all complex pro¬ 
blems related to the setting-up 
of new metallurgical plants. 


aluminium plants, refractory 
plants, coke and by-product 
plants. The Indian experts of 
MECON are dealing with pro- 
blems of the comprehensive 
development of India’s Indus* 
try. harmonizing the develop¬ 
ment of metallurgy with the 
development of coal mining 
industry, transport facilities 
and power generation. 

It should be noted that 
along with the construction of 
fhe steel complex at Bokaro 
the development am 1 expan¬ 
sion of Bhilai Steel Plant is 
going on as well. 

Taking advantage of the 
latest world experience in the 
production of steel and rolled 
steel, Bhilai Steel Plant is car¬ 
rying out an expansion pro¬ 
gramme up to four million 
tonnes of steel per year by con¬ 
structing additionally a con¬ 
verter shop with three oxygen 
converters, 100-130 tonne capa¬ 
city each, and incorporating 
continuous casting machines. 
Construction of hot strip mill 
“3600** is also under way. The 
mill will put out metals re¬ 
quired for shipbuilding and 
for making pipes of large 
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diameter. The technical pro¬ 
ject report and working draw¬ 
ings are being worked out by 
MECON. 

When considering the sta¬ 
ges of Indo-Soviet economic 
cooperation in the field of 
development of India's ferrous 
metallurgy and comparing the 
figures indicating the share of 
supplies of main technologi¬ 
cal equipment for metallurgi¬ 
cal plants of Bokaro and Bhilai 
one can’t but have regard for 
the figures given in Tabic [. 

Similarly a significant com¬ 
parison of such a kind could 


be made from the experience 
of Bokaro Steel Plant whose 
capacity now is being brought 
to four million tonnes of steel 
per year and whose units are 
being commissioned stagewise 
with anticipated completion in 
1981. (See Table II.) 

Reviewing the entire 20- 
years’ span of economic and 
technical cooperation between 
India and the USSR in Ihc 
field of development of India’s 
ferrous metallurgy, Ihnt sire- 
chcs from Bhilai to Bokaro, 
we have every evidence that 
this cooperation has been ad- 


Tablf. I 

Supplies of Main Equipment for Bhilai 

(in per cent) 

1956-1961 —Construction of the first stage of 

Bhilai Steel Plant, one million ton¬ 
nes of steel per year. 

Total Tonnage of Erected Equipment' 120.3 thousand ton¬ 
nes 

Procured from Procured indige- 

USSR nously 


85 15 

80 20 

93 7 

—Construction of the second stage 
of Bhilai Steel Plant, 2.5 million 
tonnes of steel per year. 


Total Tonnage of Erected Equipment—93.2 thousand tonnes 



Procured from 

Procured Indigc- 


USSR 

nously 

Machinery 

80 

20 

Steel Structures 

72 

28 

Refractories 

56 

44 

1973-1981 

Expansion of Bhilai Steel Plant up 1 

(Estimate) 

to four million 

tonnes of steel 


per year. 


Total Tonnage of Projected Equipment— 

144 thousand ton- 

nes. 




Procured from 

Procured Indige- 


USSR 

nously 

Machinery 

23 

77 

Steel Structures 

_ 

100 

Refractories 

— 

100 


Table 11 


Supplies of Main Equipment for Bokaro 1 

Total Tonnage of Projected Equipment— 

*455 thousand ton- 

nes. 





(in per cent) 


Procured from 

Procured Indige- 


USSR 

nously 

Machinery 

34 

66 

Steel Structures 

5 

95 

Refractories 

7 

73 


Machinery 
Steel Structures 
Refractories 
1963-1967 
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vancing successfully and has 
been of a mutually beneficial 
character. 

The cooperation in the 
development of the two lar¬ 
gest metallurgical complexes 
of India, Bokaro and Bhilai, 
gave a fresh impetus to the 


development of allied indus¬ 
tries, especially engineering 
and heavy machine building, to 
such an extent that today India 
can depend upon indigenous 
metallurgical, electrical and 
other equipment, growing ever 
more without imported 
items. 


This cooperation meets the 
country's needs and is imple¬ 
mented in accordance with the 
provisions of the Indian gov¬ 
ernment for attainingcomplete 
self-reliance. The construc¬ 
tion of the above mentioned 
projects within the next few 
years will provide the country 


with additional products in 
the form of hot and cold: 
rolled sheets and will make it 
possible for it to covtr the 
country’s shortage in the steel 
rolled goods and to give up 
the import of the sheet steel 
almost completely. 


Promoters of cooperation 

V. L. Korneev 


When discussing the issues 
related to Indo-Sovict econo- 
mic cooperation we sometimes 
mention those Soviet foreign 
trade organisations which are 
directly engaged in the process 
of implementation of various 
projects of our coopera¬ 
tion. 

But what are these organisa¬ 
tions and what is the scope of 
their activities? Let us examine 
some of them. 

Take, for instance V/O 
“Technoexporl". Vsesojuznojc 
Exportno - Importnojc Objcdi- 
nenije (The All-Union 
Export- Import Cor pora t i on) 
It is one of the oldest 
foreign trade organisa¬ 
tions of the USSR. Founded 
in 1932, V/O “Tcchnoexport" 
was the first Soviet foreign- 
trade organisation which 
offered foreign customers tech¬ 
nical assistance in designing 
and construction of industrial 
enterprises and civil structures. 

exclusively for export 

V/O “Technocxport" was set 
up by a decree of the govern¬ 
ment of the USSR for carrying 
out exclusive export transac¬ 
tions for the machine-building, 
metallurgical, metal-working, 
electro-technical, automobile, 
agricultural machine-building 
and tractor-building industries 
as well as for carrying out con¬ 
struction and assembly works 
abroad. 

As possibilities increased for 
the export of products and as 
the demand for them grew, a 
number of branches of industry 
were transferred to other foreign 
trade corporations, and V/O 


“Technocxport" turned to ex¬ 
porting complete equipment, 
l o const ruct i on by cont ract s 
and rendering technical assis¬ 
tance to foreign countries in 
the completion of a wide range 
of industrial and civil engineer¬ 
ing projects, in particular enter¬ 
prises of large-panel house¬ 
building industry, building- 
material plants, residential 
and administrative buildings, 
highways and railways, bridges, 
ports, stadiums, medical enter¬ 
prises and educational institu¬ 
tions. 

business relations 

Firms and organisations of 
more than 50 countries have 
now business relations with 
V/O 'Technocxport". Over 
300 industrial and civil projects 
have been or arc being built 
abroad with V/O “Tcchnocx- 
port" technical assistance. 

The designing of industrial 
enterprises and civil projects, 
and towns‘undertaken by V/O 
"Tcchnoexporf" for foreign 
customers, is carried out by big 
specialised design and research 
institutes which have much 
experience in such work for 
countries with a temperate 
climate, as well as for countries 
with a dry or damp tropical cli¬ 
mate. 

Some 1,500 Soviet machine- 
building and other plants ma¬ 
nufacture and supply modern 
equipment, machinery, appa¬ 
ratus, instruments, materials, 
etc. for V/O “Technocxport Y’ 
foreign customers. 

V/O “Technoexport" renders 
technical assistance in carrying 
out geological prospecting for 


■ all kinds of minerals in 22 
, countries. 

V/O “Technocxport" has 
i great experience in rendering 
? technical assistance in the con¬ 
struction of enterprises of 
- light industry, hotels and 
• administrative buildings. 

I technical aid; 

' It also renders technical assis- 
’ lance in the construction of 
’ plants manufacturing antibio¬ 
tics, chemical-pharmaceuticals, 
surgical instruments and in the 
construction of medical esta¬ 
blishments as well, 
f 

No less than 15 drugs plants, 

: 17 hospitals, maternity homes. 

[ etc. have been built with 
V/O “Tcchnoexport" technical 
4 assistance. Three plants which 
now constitute Indian Drugs 
and Pharmaceuticals Ltd—a 
public sector undertaking in 
India's pharmaceutical indus- 
I try—were built with the assis¬ 
tance of V/O “Tcchnoexport". 

I The Rishikcsh Antibiotics 
1 Plant is the biggest in Asia. 

I Commissioned in 1967, this 
i plant has rapidly expanded its 

■ productive capacity during the 
last eight years. Thus, during 
the last financial year it in¬ 
creased its output by 15 per 
cent and now meets 35 per 
cent of the country's demand 
for bulk drugs. By the end 
of the 70's the capacity of 
the plant will be raised by 

i another 171 tonnes. This 
would mean adding two or 
three more units. The expan¬ 
sion programme will include 
an addition of 15 new synthetic 
drugs and eight new antibio¬ 
tics in its product-mix. 

Another unit of IDPL—the 

s 


Synthetic Drugs Plant in 
Hyderabad with an annual 
capacity of 850 tonnes of bulk 
drugs and vitamins—was also 
built and equipped with the 
technical assistance of V/O 
“Technocxport". This plant, 
which started production in 
1966, will after the completion 
of the current programme of 
its expansion produce about 
2,000 tonnes of vitamin B-2, 
Folic Acid, Analgyin, Amido- 
pyrin and other life-saving 
drugs. 

The Soviet foreign trade 
organisation V/O “Promma- 
shexport" was established in 
1957 after the reorganisation 
of V/O “Tcchnoexport". 

Keeping up the best tradi¬ 
tions of the Soviet foreign trade 
organisations, V/O “Pro- 
mmashexport" has since parti¬ 
cipated in the construction and 
outfitting of approximately 500 
projects in more than 30 
countries. 

leading projects 

Among these projects the 
leading place is being occupied 
by projects built in India such 
as the Heavy Electricals Plant 
in Hard war (UP), Heavy Ma¬ 
chine-Building Plant in Ranchi 
(Bihar), Mining and Allied 
Equipment Plant in Durgapur 
(West Bengal), Instrumentation 
Plant in Kota (Rajasthan) and 
others. 

These plants now constitute 
the core of public sector under¬ 
takings in India's manufactur¬ 
ing industry. 

The Heavy Electrical Equip¬ 
ment Plant, for example, which 
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began production in 1967, is 
South-East Asia's biggest plant 
for manufacturing heavy elec¬ 
trical equipments. In the 
beginning the plant manu¬ 
factured 100,000 kilowatt tur¬ 
bines for power stations. Pro¬ 
duction has now been started of 
200,000 kilowatt turbines and 
of a wide range of electric 
motors. This plant will even- 
tually manufacture annually 
turbines with the total output 
of 2,7 million kilowatts. These 
will include steam and hydrau¬ 
lic turbines with genera¬ 
tors. 

At present, the plant’s pro¬ 
duction accounts for 60 per 
cent of heavy-electrical en¬ 
gineering machinery (turbines 
and hydraulic machines) manu¬ 
factured in the country. 

V/O “Neftechimpromexport” 
is a Soviet foreign trade organi¬ 
sation authorised to deliver 
equipment for complete plants 
and its activities include ren¬ 
dering technical assistance in 
the design and construction of 
petroleum processing, petro¬ 
chemical and chemicals plants 
and installations, as well as 
plants of board and pulp and 
paper industries. 

* 

business partners 

The list of business partners 
of V/O “Neftechimpromex- 
porl” includes 30 socialist and 
developing countries and it is 
expanding continuously. V/O 
“Neftechimpromexport” ren¬ 
dered technical assistance to 
I socialist countries in commis- 
| sioning 20 petroleum refineries, 

1 petrochemical complexes, 
pignts and units. 

Use was made of Soviet 
projects and equipment to 
build the petrochemical com¬ 
plex in Burgas (The People’s 
Republic of Bulgaria) which 
currently processes more than 
three million tonnes of petro¬ 
leum annually. Work is now in 
progress to increase the annual 
capacity of this complex to five 
million tonnes with a view to 
not only meeting Bulgaria’s 
requirements in petroleum pro¬ 
ducts, but also for providing a 
strong impetus to the develop¬ 


ment of the petrochemical in¬ 
dustry in this country. 

V/O “Neftechimpromexport” 
rendered t echnical assi st ance 
in the construction the S:ura 
Zagora nitrogenous and mixed 
fertilizer plant which satisfies 
the chemical fertilizer require¬ 
ments of Bulgarian agri¬ 
culture. 

The production of polythy- 
lenc in Bulgaria was started 
with the aid of V/O “Nefte¬ 
chimpromexport”. 

V/O. “Neftechimpromexport” 
is also engaged in delivering 
equipment for synthetic rubber 
plants, an automobile tyre 
plant, a polyamide fibre plant, a 
petrochemical plant in Pleven, 
etc. 

The Szolnok sulphuric acid 
plant built in 1963 with the 
cooperation of “V'0 “Nef.e- 
chimpromexport” made it 
possible to terminate the im¬ 
ports of sulphuric acid into 
the People’s Republic of 
Hungary. 

assistance to GOR 

V/O “Neftechimpromexport” 
rendered technical assistance 
to the German Democratic Re¬ 
public in constructing Schwcdt, 
a petrochemical complex, which 
currently processes up to four 
million tonnes of petroleum 
annually and meets one-third 
of the GDR requirements in 
petrol and about half of the 
countty's requirements in diesel 
fuel. The Schwedt petrochemi¬ 
cal complex is being expanded 
to increase its annual output io 
10 million tonnes. 

In 1968 V/O “Neftechim¬ 
promexport” started delivering 
to the GDR equipment for the 
manufacture and retreading of 
radial ply tyres and also 


Plock, an ancient city of ihe 
Polish People’s- Republic is the 
site of a major petrochemical 
complex which is being erected 
with the technical assistance of 
V/O “Neftechimpromexport”. 
The Druzhba petroleum pipe¬ 
line wiK provide the requisite 


feedstock for the plant. A 
part of the complex has already 
been commissioned and turns 
out petrol, diesel fuel, etc. 

V/O “Neftechimpromexport” 
also participated in construct¬ 
ing a chemical complex in 
Oswenczim, a nitrogenous and 
mixed fertilizer plant in Kend- 
zeezin and other plants in Po¬ 
land. 

In the Socialist Republic of 
Rumania, a petroleum refinery 
(annual capacity, iwo million 
tonnes) was built in Onesti, 
while a synthetic plant was con¬ 
structed in Ghcorgiu-Dej 
city. 

In Czechoslovakia, V/O 
“Neftechimpromexport” ren¬ 
dered technical assistance in 
designing and erecting a polya¬ 
mide fibre plant and an elec¬ 
trolytic desalting unit. 

V/O “Neftechimpromexport” 
has built in the Democratic 
Republic of Vietnam the largest 
superphosphate plant in South- 
East Asia, having an annual 
output of 100.000 tons of super¬ 
phosphate. 

Plants and installations have 
been erected by V/O “Nefte¬ 
chimpromexport” in India. 
Ethiopia, the UAR and oihcr 
developing countries. In 
conjunction with the projects. 
V/O k * Neftechi mprome xport 
delivers modern and highly effi¬ 
cient equipment. 

refineries in Egypt 

In the United* Arab Repub¬ 
lic. V/O. “Neftechimpromex¬ 
port” built petroleum refineries 
in Suez and Alexandria and 
also a lubricating oil plant in 
Suez having an annual out put 
of 60.000 tons of lubricants. 


sets) was set up and put into 
operation in Sri Lanka m 1967. 
Prior to t he construction of this 
plant, Sri Lanka exported near¬ 
ly the entire yield of natural 
rubber and imported industrial 
rubber goods, but now the 
situation is more advantageous, 
insofar as a part of the natural 
rubber is processed at home 


and the imports of tyres and 
tubes can be reduced. 

The discovery of a major gas 
field in Afghanistan resulted 
in the construction of a gas 
pipeline for transporting a 
part of the gas from deposits 
to the Soviet frontier. V/O 
“Neftechimpromcxpoit” is 
also building in Afghanistan a 
nitrogenous fertilizer plant 
having an annual output of 
105,000 tonnes. 

In 1967 V/O ‘’Neftechimpro¬ 
mexport” completed the ful¬ 
filment of a turn-key contract 
by putting into operation a 
petroleum refinery (annual 
capacity 500,000 tonnes) in 
Assab (Ethiopia). Hundreds of 
Ethiopian workers were trained 
by Soviet experts while the 
refinery was being built. 

This petroleum refinery not 
only fully meets the require¬ 
ments of Ethiopia in petroleum 
products, but also makes it 
possible for the export of a part 
of its output. 

Barauni project 

In India. VO “Neftechim¬ 
promexport” rendered technical 
assistance in building in 
Barauni a petroleum refinery 
having an annual capacity of 
two million tonnes which was 
officially commissioned in 1965. 

Joint efforts of Soviet and 
Indian workers and experts 
culminated in the commission¬ 
ing, within a short period, of 
two atmosphcric-and-vaccuum 
distillation units each having an 
annual capacity of one million 
tonnes, a coking unit, two kero¬ 
sene purification installations, 
a lubricating oil unit, a bitumen 
plant, a steam power plant, 
tank farms and other auxilia¬ 
ries. 

On the occasion of commis¬ 
sioning the first section of ihe 
Barauni refinery the late Dr. 
Radhakrishnan, said: “The 
establishment of this refinery 
with the assistance of the USSR 
symbolizes the increasing bond 
of Indo-Soviet cooperation 
and takes the country a step 
forward in the field of economic 
development.” The output of 
this refinery has recently been 


An automobile tyre and tube 
for a largc-capacity oxygen plant (annual output. 360,000 
plant. 
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Share the expertise of V O NEFTECHIMPROMEXPORT 
in Oil, Petrochemical & Chemical industries 


V/O NEFTECHIMPROMEXPORT designs and 
assists in construction of highly productive 
plants for oil-processing, petrochemical and 
chemical industries, as well as for pulp and 
paper industry. The design and engineering 
work is performed by highly specialized 
leading institutions of the USSR. 

V/O NEFTECHIMPROMEXPORT supplies 
materials equipment & spares. 

V/O NEFTECHIMPROMEXPORT sends speci¬ 
alists to render expert assistance in construc¬ 
tion of the plants, supervises the construc¬ 
tion works; executes construction, erection 
and adjustment work, commissions the cons¬ 
tructed plants 

V/O NEFTECHIMPROMEXPORT arranges 
training of customers personnel at similar 
plants operating in the USSR and in custo¬ 
mer's ovui country 

V/O NEFTECHIMPROMEXPORT supplies 
production equipment for oil refineries & 
petrochemical plants: 



V/O NEFTECHIMPROMEXPORT 
18/1 Ovchinnikovskaya Nab. 
Moscow M-324 USSR 


Counsellor tor Economic Affairs, 
USSR Embassy in India, 

Nyaya Marg, Chanakyapuri, 

New Delhi Tel. : 77004 
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increased to as much as three 
million tonnes annually. 

V/Q “Neftechimpromcxport” 
also participated in establishing 
a petroleum refinery in Koyali. 
In 1966 this refinery was offi¬ 
cially commissioned and had 
at that time an annual capacity 
of two million tonnes, but in 
1967 the annual output rose to 
three million tonnes thanks to 
the building of the third atmos¬ 
pheric distillation unit having 
an annual capacity of one 
million tonnes. 

Now V/O “Ncftcchimpro- 
mexport” is engaged in the 
construction of the largest 
refinery which is to be erected 
in Mathura. Recently Mr. 
C.R. Das Gupta, chairman 
of Indian Oil Corporation 
signed in Moscow a contract 
which provides for the supply 
by V/O “Ncflcchimpromex- 
port” of about 32,000 tonnes 
of equipment and materials at 
a cost of about Rs 17.5 crores 
for this refinery. With the 
capacity of six million tonnes 
of petroleum products per 
year, it will meet about one- 
seventh of India's total 
requirements of petroleum 
products. 

The names of Bhilai and 
Bokaro steel plants are closely 
associated with the rapid pro¬ 
gress of the public sector under¬ 
takings of India and the Indian 
economy as a whole. Both 
these plants have been built 
and are now being expanded 
with Soviet assistance, i.c. with 
the assistance of V/O “Tjazh- 
promexport” 

experienced organisation 

V/O “Tjazhpromexport” is 
an experienced organisation 
which undertakes to execute 
on contract terms and condi¬ 
tions the work connected with 
the construction of complete 
industrial plants in the ferrous 
metallurgy and the mining in¬ 
dustry. V/O “Tjazhpromex- 
port*' was one of the first in the 
world to start rendering tech¬ 
nical assistance to developing 
countries in the enlargement of 
iron and steel enterprises. This 
organisation built oris currently 


engaged in the construction 
of similar units in Algeria. Iran, 
Turkey and other countries. 

V/O “Tjazhpromexport” was 
the first Soviet foreign trade 
orgainisation to assist India in 
the establishment of modern in¬ 
dustrial enterprises. Under the 
provisions of Soviet-Indian 
Intergovernmental agreement 
for Bhilai signed in February 
1955 V/O “Tjazhpromexport” 
was entitled to be a general 
supplier of project documen¬ 
tation and equipment for this 
plant. The construction of 
this giant plant took only three 
years—it started in May 1957 
and was completed in February 
1960. This was possible with 
the effective and sound work 
done by V/O “Tjazhpromex- 
port” here. 

sound work 

In February, 1962 this orga¬ 
nisation signed a contract 
for the supply of equip¬ 
ment and materials for the 
expansion of the capacity of 
Bhailai Steel Plant. Under 
this programme V/O “Tjazh- 
promexport" supplied the 
most modern and sophisticated 
equipment to India such as the 
plate mill “3600” and conti¬ 
nuous steel casting machines 
which can be compared with 
any modem metallurgical 
equipment of this kind in the 
woild. Since February, 1965 
V/O “Tjazhpromexport” is 
engaged in the construction 
of Bokaro Steel Plant. And the 
first section of this plant is 
already producing steel and the 
expansion of this plant to four 
million tonnes of steel per year 
is being undertaken. 

Bokaro Steel Plant today is 
a major project of Soviet 
Indian economic and technical 
cooperation which gives to V/O 
“Tjazhpromexport” an impor¬ 
tant role in further promoting 
cooperation between the two 
countries. 

In the fi$ld cf non-ferrous 
metallurgy and coal extraction 
V/O “Tsvetmetpromcxport” is 
the organisation which has both 
competence and experience. 

At present V/Q “Tsvctmet- 


promexport** is engaged in a 
number of projects in India, 
the most important of them 
being Korba Aluminium plant 
of “Bharat Aluminium Com¬ 
pany” (BALCO). This plant 
will strengthen the national 
sector in Indian aluminium in¬ 
dustry. With the annual capa¬ 
city of 100,000 tonnes of 
aluminium, it is a joint project 
with Hungarian collaboration 
to set up the alumina plant in 
which Soviet assistance will be 
utilised to set up the smelter 
and fabrication units for pro¬ 
ducing aluminium. 

The alumina plant was com¬ 
pleted in April 1973. The first 
phase of aluminium unit with 
the capacity of 25,000 tonnes 
has been commissioned this 
year. 

In September 1975 V/O 
“Tsvctmetpromexport” con¬ 
cluded a contract for the pre¬ 
paration of the detailed pro¬ 
ject reports for 10 million 
tonnes open pit project at 
Jayant (Singrauli), a Central 
Mining Workshop at Singrauli, 
for the long-wall-face mining 
at Chinakuri, Nakrakonda (in 
Raniganj) and for open-cast 
coking coal mining in Ramgarh. 
The implementation of these 
projects will greatly help India 
to tackle the energy pro¬ 
blem. 

another organisation 

As for power generation, 
another Soviet foreign trade 
organisation V/O “Techno- 
promexport”*has a substantial 
experience in this field. 

Suffice it to mention here 
such projects built hi develop¬ 
ing countries with the assistance 
of V/O “Technopromexport” 
as Aswan and Efrat energy 
complexes which showed to 
the world the highest level of 
V/O “Technopromexport" 
work. In India this organisa¬ 
tion has rendered assistance 
in the construction of Ncyveli, 
Bhakra, Korha and Obra power 
stations with the total power 
capacity of 1.650,000 Kw. At 
present V/O “Technopromex- 
port” is engaged in the 
construction of Lower Sileru 


Power Station in Andhra 
Pradesh. 


In the agricultural field V/O 
“Selhozpromcxport” plays a 
major role. In India V/O 
“Selhozpromexport” has ren¬ 
dered assistance in (he setting 
up of five large-scale mechani¬ 
sed state farms. 

400 projects built 

By now with the assistance 
of eight foreign trade organisa¬ 
tions, whose activities are 
directed by the state committee 
of the Council of Ministers of 
the USSR for External Econo¬ 
mic Relations (GKES) the 
eighth being V/O “Atomenr- 
goexport”), more than 400 
industrial projects have been 
built or are under construction 
in developing countries of Asia, 
Africa and .Latin America. 
This figure includes about 50 
projects in machine-building 
industry, 70 power projects, 
nearly 20 iron and steel pro¬ 
jects, etc. 

In India alone more than 
70 industrial and other pro¬ 
jects have been built or are 
being built with Soviet 
assistance, which included 
modern metallurgies!, machine- 
building, oil extracting and 
oil-refining enterprises, coal¬ 
mines, power stations, agri¬ 
cultural farms, educational 
institutions and others. Of 
these about 50 enterprises 
has been fully or partly com¬ 
missioned and in respective 
spheres the)' account for over 
30 per cent of India's total 
output of steel, about 60 per 
cent of crude oil, over 30 per 
cent of petroleum products, 20 
per cent of power and 80 per 
cent of metallurgical equip¬ 
ment. 


The main feature of the 
projects, built tvith the 
assistance of Soviet foreign 
trade organisations in many 
developing countries all over 
the world is that they arc the 
property of these, countries. 
Even the payment for the 
machines and equipment supp¬ 
lied by Soviet organisations 
is being made in Indian 
rupees. 
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TRADE 

WINDS 


Tax on Foreign 
Collaboration 

Thk union government has 
laid down norms for assessing 
the tax liability of foreign com¬ 
panies entering into collabora¬ 
tion with Indian industrialists 
with a view to safeguarding the 
interests of revenue to the maxi¬ 
mum extent possible. The 
union Finance ministry in 
consultation with the Industry 
and Civil Supplies ministry has 
laid down the guidelines. 

At present, applications for 
foreign collaboration submitted 
by industrialists in the country 
involve payment of lumpsum 
amount with or without royalty. 
Such payments are invariably 
expressed as subject to applica¬ 
tion under Indian taxes. The 
extent of tax liability is 
left to the income tax authori¬ 
ties. 


Terms of Payments 

The foreign investment 
board had pointed out that 
difficulty arc being experienced 
by Indian parties in negotiating 
terms of payments with foreign 
collaborators because the 
exact nature of tax liability of 
foreign company especially 
on lumpsum payments and the 
extent to which relaxation in 
this respect could be allowed 
under the Indian law are not 
clear. 

The government has set live 
norms before administrative 
ministries and other concerned 
scrutinising and approving 
foreign collaboration agree¬ 
ments: 

(i) Avoid stipulating a com¬ 
positive amount of pay- 
, menl to cover the services 


to be rendered T by foreign 
collaborators in terms of 
agreement. St ipulat ion 
would lead to controversies 
regarding the allocation 
between the taxable and 
non-taxable activities of 
the foreign collaborators, 
while amounts foi services 
rendered outside India are 
not taxable unless the 
amount is received in 
India. 

(ii) Details of the services to 
be rendered in India and 
those to be rendered out¬ 
side India should be clearly 
spelt out separately in the 
collaboration agreement. 

(iij) Amounts relating to 
services rendered in India 
and services rendered out¬ 
side India should be sepa¬ 
rately indicated in the 
agreement. It should be 
ensured that the amount 
payable for services in 
India is commensurate 
with the nature and extent 
of services rendered in 
India and that the amount 
payable for services ren¬ 
dered dUt of India is not 
unduly inflated at the cost 
of the former or by provid¬ 
ing that some of the ser¬ 
vices to be rendered in 
India are free of cost for 
the provision regarding 
making available the ser¬ 
vice of technical personnel 
in such cases, the 
income tax officer will 
not un-naturally examine 
the question whether 
the amount apparently 
earmarked for services to 
be performed in India, 
free of cost or at no pro¬ 
fit; 

(iv) amount payable by way of 
royalties for use of patents 


should also be separately 
mentioned; and 

(v) if the supply of knowhow 
is initial where an agree¬ 
ment provides for the 
supply of machinery or 
equipment and also for 
technical services to be 
rendered in connection 
with the putting up or su¬ 
pervision or commission¬ 
ing of the plant, it may be 
ensured that the amount 
stipulated is payable on 
account of the supply of 
machinery or equipment is 
not unduly inflated at the 
cost of the amount attri¬ 
butable to the technical 
services to be rendered 
in India. 


Advisory Council on 
Trade 

The Central Advisory Coun¬ 
cil on Trade expressed 
recently, concern at the 
fall in India’s share of global 
exports which have risen four¬ 
fold in the last few years. 
Representatives of trade and 
industry who constituted the 
Council, besides officials, made 
a number of suggestions for 
removing disabilities on expo¬ 
rts, including infusion of new 
life to the sick plants, liberal 
export credits and additional 
cash assistance. 

An early decision on creat¬ 
ing an export-import bank 
was also demanded by 
them to cater exclusively 
to the credit needs of ex¬ 
porters. Responding to the 
suggestions. Secretary, minis¬ 
try of Foreign Trade indicated 
that the government was hav¬ 
ing a fresh look at the existing 
scheme of cash assistance to 
exporters and it hoped to come 
out with a new policy by the 
end of next March. The coun¬ 
cil was also informed that fur¬ 
ther liberalisation could be 
expected in export procedures 
which had already been im¬ 
proved vastly in recent months. 

Commerce minister, Mr 
D.P* Chattopadhyaya, in the 
course of his opening remarks 
had referred to a 15.6 per cent 
increase in exports during the 


first five mont hs of the current 
year. 

New Credit Policy 

The credit policy for 1975*76 
busy season, announced by 
the Reserve Bank of India, 
on November 1, 1975, is 
essentially in line with the 
restraint set in the two preced¬ 
ing seasons. The interest rate 
structure, (he deposit and mini¬ 
mum leading rates of commer¬ 
cial banks have remained un¬ 
touched. At the same time, the 
rigours of application of a dear 
money policy on cer* ain pockets 
of the economy are sought to 
be softened by a degree of selcc- 
tive relaxation in respect of 
essential commodities such as 
sugar, groundnut and textiles. 
The text of the press release 
issued by the Reserve Bank has 
been reproduced in Records 
& Statistics section of this 
issue (see page 883). 

Units for Non-Residents 

The union government has 
issued on ordinance making 
the investment in Unit Trust of 
India attractive for the non¬ 
resident Indians and aliens of 
Indian origin with a view to 
encouraging the flow of foreign 
exchange from abroad. The 
Ordinance envisages that in¬ 
come earned from units pur¬ 
chased by non-resident Indians 
and aliens of Indian origin 
from non-resident (external) 
accounts or through remittance 
of foreign exchange will be free 
from income-tax. Such invest¬ 
ments whether from non¬ 
resident (external) accounts or 
through remittance of foreign 
exchange will also be free from 
wealth tax. Official circles feel 
that the Ordinance will help 
eradicate the evil of clandes¬ 
tine dealings in foreign ex¬ 
change. 

New IMF Fund 

The United Nations Con¬ 
ference on Trade and Develop¬ 
ment (UNCTAD), in its latest 
study on the flow of financial 
resources calls for a new IMF 
facility to compensate the defi¬ 
cits of oil-importing poorer 
countries arising from world 
inflation and recession in in. 
dustrial countries. Noting that 
the “Oil facility 0 founded 
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mainly by oil-exporting count¬ 
ries, a due to expire at the end 
of 1975, the UNCTAD study 
says a new facility, to be 
founded by developed market- 
economy countries, should 
be established to finance the 
payments deficits of developing 
countries emanating from 
global economic develop¬ 
ments beyond their control. 
The study estimates the net 
capital inflows needed by 
developing countries at $ 100 
billion by 1980 at current prices 
or $60 billion at 1974 prices. 
In order to finance deficits of 
this magnitude, the developed 
countries should fulfil the 0.70 
per cent target for official 
development assistance (ODA). 

Asian Clearing Union 

Twenty nine authorised fore¬ 
ign exchange dealers have been 
designated to handle clearing 
operation under the Asian 
Clearing Union (ACU) which 
begun on November 1, the 
Reserve Bank of India announ¬ 
ced recently. 

Instruments eligible for 
clearance could be denomina¬ 
ted either in Indian rupee or in 
the currency of one of the 
participating countries in which 
the other party do the transac¬ 
tions or in Asian Monetary 
Units (AMUS)—the common 
account unit of the ACU which 
is equivalent to one SDR as 
valued periodically by the 
International Monetary Fund, 
says a RBI press release. 

The Reserve Bank would 
make spot and forward pur¬ 
chases of AMUS for deliver¬ 
ing upto three, six or nine 
months—understandable upto 
12 months in all—from the 
designated authorised dealer 
and spot sales of AMUS to 
these dealers at rates which it 
would announce on the basis 
of exchange rates between the 
rupee and the AMU as notified 
by the clearing union from 
time to time. 

World Trade in 1974 

Trade in commodities in¬ 
creased by 75 per cent in 1974 
in dollar terms mainly because 
Of a 188 per cent increase in 
oil exports, while value 


of trade in manufactures rose 
by one-third as compared to 
1973. According to the annual 
GATT report on inter¬ 
national trade in 1974-75 
published recently industrial 
countries increased their ex¬ 
ports of primary products by 
one-third in 1974. Exports 
of food, which account for one- 
half of primary commodity ex¬ 
ports from industrial areas, 
grew by 21 per cent. Of this 
increase, exports of food to 
developing areas grew by over 
40 per cent in 1974. " The 
report estimates the increase 
in value in world exports of 
primary products (excluding 
fuels) during the commodity 
boom (1973 and 1974) at 
$57 billion. Of this, $33 billion 
or 60 per cent, were provided 
by developed countries. The 
growth in exports of raw ma'c- 
rials slowed down significant iy 
in 1974. Exports of manu¬ 
factures from industrial areas 
rose by 34 per cent and the 
share of developing areas in 
these exports rose by 55 per 
cent in 1974. 

trade deficit 

The trade deficit of oil- 
import ing developing count r ies 
widened from S 18 billion in 
1973 to $ 40 million in 1974. 
Against the 47 per cent growth 
of export value, these countries 
experienced a 64 per cent in¬ 
crease in the growth of total 
import value, imports jumped 
from $ 84 billion in 1973 to 
$ 137 billion in 1974 while ex¬ 
ports moved from $ 66 billion 
to 97 billion. The $ 53 billion 
increase in the import value of 
non-oil developing countries 
imports stemmed from higher 
prices of petroleum, careals and 
other primary products as well 
as of imported manufactures, 
particularly fertilizers. 

The report noted that the 
sh^re of developing coun ries 
in the world grain imports has 
grown from approxima ely 
one quarter in the early fif.ies 
to almost one-third in 1973-74. 
Apart from bad weather, ano¬ 
ther factor for the growing 
reliance on imported food can 
be found in the slowing down 
of the green revolution in 
many developing countries. 
The shortage and high prices 


of fertilizers have also played a 
certain role. 

The export earnings of oil 
exporters more than trebled in 
1974 reaching $ 135 billion des¬ 
pite a reduction by 4 per cent 
in export volume. The share of 
oil-export ing count ries in world 
exports increased from 7.5 
per cent in 1973 to 16 per cent 
in J974. Exports to industrial 
countries, accounting for about 
80 per cent of iheir total ex¬ 
ports, increased by more than 
220 per cent and those to oil 
importing developing countries 
rose by nearly 200 per cent. 
The 70 per cent increase in the 
value of imports of oil-export¬ 
ing developing counties in 
1974 demonstrated a greater 
than expected capacity foi 
import absorption. Although 
the rise from $ 20 billion to 
$35 billion was largely due to 
price increases, it included a 
substantial increase in import 
volume. For several of these 
countries, the chief limitation 
on import growth appears to 
have been the lack of facilities 
such as ports, inland transport 
and storage to absorb a much 
higher volume of foreign goods. 
Imports from developed mat- 
ket economies increased more 
rapidly than the average, rais¬ 


ing their proportion of total 
imports to 83pei cent in 1974. 

India’s Foreign Trade 

India's total exports during 
the first five months of the 
current financial year (April- 
August) stood at Rs.1,461.33 
crores—an increase of 15.6 per 
cent over the exports during 
the corresponding period of the 
previous year. Likewise, im¬ 
ports have also gone up by 
14.6 per cent to Rs 1838.69 
crores during the same preiod. 

Industrial Estate in 
Kabul 

Mr Y.B. Chavan, union 
minister for External Affairs 
handed over to the Afghan 
government in Kabul on 
October 30, 1975, a sprawling 
industrial estate built with 
Indian financial and tech¬ 
nical assistance on the 
outskirts of Kabul. Speak¬ 
ing on the occasion of the 
complc;ion of the first phase 
of this Rs 80 crore project, Mr 
Chavan stated that once this 
industrial estate took roots 
in Afghanistan it would create 
the needed industrial infra¬ 
structure for the progress and 
advancement of India's 
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friendly neighbour. Such 
industrial estates, which pro¬ 
vide openings to small entre¬ 
preneurs were best suited 
for developing countries, Mr 
Chavan added. 

In the first phase 24 factories 
which would be set up in the 
estate and would provide 
employment to 1,500 people. 
So far the Indian government 
has spent Rs 40 lakhs and the 
Afghan government Rs 15 
lakhs. According to official 
source, the Afghan government 
has asked India to assist in 
expanding the Kabul industrial 
estate and has drawn up plans 
for others at Kandhar, Herat 
and Mazar-e-Sharif. Feasibility 
studies for these estate will 
begin in the next few weeks. 

Indo-US Tax Talks 

India and the US held 
recently preliminary talks on 
concluding a treaty on avoi¬ 
dance of double taxation of 
income. Mr S.R. Mehta, 
chairman. Central board of 
direct taxes, who led an official 
team to Washington stated on 
his return that the talks were 
“fruitful” and reflected “com¬ 
mon ground”. A US official 
delegation was expected to 
visit India next year, after 
March, for detailed discussions 
on the subject. 

Indo-ltalian 

Co-operation 

Italy and this country arc 
to increase their volume of 
trade and also co-operate in 
joint ventures in third count¬ 
ries. The reopening of the 
Suez Canal has brightened the 
prospect for increased collabo¬ 
ration with Italy. This is re¬ 
flected in the new trade agree¬ 
ment finalised in New Delhi 
on October 30 at the conclu¬ 
sion of a three-day meeting of 
the Indo-Ualian Joint Com¬ 
mission. 

One of the specific achieve¬ 
ments of the meeting was the 
agreement on collaboration in 
setting up a Rs 20 lakh tonne 
iron ore pellet plant in Goa. 
It was agreed that a feasibility 
study should be undertaken 
and *f it is favourable, suit¬ 
able partnership arrangements 


should be worked out. The 
joint commission also agreed 
that firms of the two countries 
should collaborate in third 
countries by bidding for pro¬ 
jects jointly. 

Collaboration with India 

The scope for India import¬ 
ing specialised machinery and 
collaborating in the manu¬ 
facture of jute mill machinery 
was discussed. The scope for 
If aly buying engineering goods 
like electronic components, 
hand tools, coating and for¬ 
gings, automobile and bicycle 
components was also dis¬ 
cussed. The Italians also 
agreed to examine the possibi¬ 
lity of greater import of pig 
iron, mica, iron ore and steel 
struct urals. There was scope for 
collaboration involving Italian 
technical know-how for the 
manufacture of mica paper in 
India. It was revealed in the 
mce ing that Paly could im¬ 
port organic and inorganic 
chemicals, marble and gran- 
tile, cellulose, wood and wood 
panelling. 

The Commission felt that 
there was considerable scope 
for co-operation between 
tanneries of ihc two countries 
to enable India produce qua¬ 
lity leather goods for export to 
Italy and other countries, im¬ 
port of machinery and chemi¬ 
cals from Italy for this purpose 
would be explored. Italy has 
emerged as the single largest 
European buyer of our tobacco. 
It purchased tobacco worth Rs 
five crores in the last two 
years. Thcrcommission expres¬ 
sed the hope that trade in this 
item would increase. 

Excise Concession 
on Aluminium 

A Finance ministry press 
release on October 30, 1975 
stated that the notification on 
concessional excise duty pres¬ 
cribed on levy aluminium on 
October 16 would remain in 
operative till December 31, 
1975. This, it is slated, is to 
enable the concern parties to 
understand and get ready to 
comply with the required pro¬ 
cedures. 

The excise duty concession 
was prescribed for levy alu¬ 
minium intended to be used by 


cable and conduct ors manu¬ 
facturers for supply to state 
electricity boards. To prevent 
possible misuse, the conces¬ 
sional rate was subject to 
ceitain conditions and proce¬ 
dural safeguards. Manu¬ 
facturers have since brought 
to the notice of the govern¬ 
ment certain difficulties in 
following the prescribed pro¬ 
cedure for availing of the con¬ 
cession. The immediate con¬ 
sequence has been a slow¬ 
down in the offtake of levy 
aluminium. 

Export of Long Staple 
Cotton 

The government has decided 
on October 28 to permit ex¬ 
port of long-staple cotton this 
year also in view of the large 
crop estimated for the current 
season. The Commerce minis¬ 
try estimates the output bet¬ 
ween 7 and 7.5 million bales. 
Last year, the government 
allowed the export of 100,000 
bales. Contracts have been 
registered for sale of 75.000 
bales so far. Even though the 
previous season has ended this 
August, the government has 
permitted contracting upto 
December for shipments upto 
March end. 

Recommended Wheat 
Varieties for Rabi 

A wide range of high yielding 
wheat varieties have been identi¬ 
fied for large-scale propagation 
during this year’s rabi season. 
Taking into account the vary¬ 
ing conditions in differed paits 
of the country, the union mi¬ 
nistry of Agriculture and Irri¬ 
gation has issued a list of diffe¬ 
rent varieties which are suita¬ 
ble for irrigated and unirriga¬ 
ted areas in various zones in 
the country. The state govern¬ 
ments have made arrangements 
to advise the farmers on the 
sowing and care of those 
varieties. 

For the north hills zone, 
Sonalika, Girija, Kalyansona 
and VL-404 have been identi¬ 
fied as most suitable for large- 
scale propagation. For the 
north-eastern plains zone, 
Kalyansona and Sonalika have 
been suggested for irrigated 
areas and C 307, K 65 and HD 


1981 (Pratap) for unirrigated 
lands. For the north-eastern 
zone. Sonalika* N.P, 852 and 
Janak are considered most 
suited for irrigated areas and 
K 65 and Janak (HD 1982) 
for unirrigated areas. In the 
central zone, the varieties 
considered most suitable fot 
irrigated areas are Kalyansona, 
Sonalika and Raj 911 and for 
unirrigated areas Hy. 65, NP 
404, Narbada 4 and NP 832. 
For the Peninsular zone, the 
department have recommended 
Sonalika and Chhoti Lerma for 
irrigated areas am 1 Nl-747-19, 
HI-5439 and HY-65 for the 
unirrigated lands. For the 
Southern-hill zone (NiJgiris 
hills), Chhoti Lerma has been 
recommended for both irriga¬ 
ted and unirrigated areas. 

Processing Urban 
Wastes 

A major programme for 
•setting up mechanical compost 
plants to process urban wastes 
in major cities and towns has 
been launched by the union 
ministry of Agriculture and 
Irrigation. The scheme envi¬ 
sages the setting up of 35 mech¬ 
anical plants so as to raise the 
production in major urban an¬ 
nual centres from the present 
level of 4.8 million tonnes to 
7.5 million tonnes of compost. 
The central government will 
provide a subside of 33 per 
cent of the capital cost of these 
plants to municipal corpora¬ 
tions, municipal committees 
and the agro-industries cor¬ 
porations which volunteer to 
set up these plants. In addi¬ 
tion, the central government 
will also subsidise 50 pei cent 
of the cost of infrastructure 
such as transport and handling 
equipment. 

Setting up of Plants 

Work for setting up of plants 
is expected to be started soon 
at Calcutta, Bangalore, Mad¬ 
ras, Kanpur and Lucknow. 
The successful setting up of a 
mechanical plant of Ahmeda- 
bad has given a stimulus to 
the expansion of the scheme. 
Huge quantities of solid and 
liquid wastes are available in 
major cities which, if fully pro¬ 
cessed, may be used for incre¬ 
asing agricultural production. 
The setting up of mechanical 
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plants can increase the pro¬ 
duction considerably* 

In addition to the introduc¬ 
tion of mechanisation in the 
processing of urban wastes in 
large cities, another centrally 
sponsored scheme has also 
been started for the utilisation 
of domestic sewage in 250 cities 
and towns for irrigating lands 
nearabout cities. This scheme 
has the advantage of serving as 
a convenient method of dis¬ 
posal of waste water and also 
of raising farmers’ earnings 
from crops. Irrigation of land 
by sewage eliminates the danger 
of pollution of streams and 
water courses and simultane¬ 
ously provides a good source 
of plant nutrient and irriga¬ 
tion water for crops. Seventy- 
four such schemes have already 
been sanctioned during the 
current year and an equal num¬ 
ber is likely to be sanctioned in 
the remaining part of the 
year for being taken up by the 
municipal bodies. 

Rice Mills Modernisation 

The progress of modernisa¬ 
tion of rice mills in the country 
was reviewed at a threc-day 
meeting of experts held in 
Kanpur recently. The pro¬ 
gramme of modernisation of 
rice mills has already led to an 
estimated increase in of the 
total rice output by as much as 
10 per cent. The Kanpur 
Seminar-cum-Workshop focus¬ 
sed attention on a recent 
development which makes it 
possible to modernise even 
small-size hullers at a very 
; low cost. Minisize equipments 
; have been developed and 
are available indigenously and 
these can help the small hullcr 
mills to increase rice yields 
significantly. The modernisa¬ 
tion of big and small mills not 
only increases out turn, but 
also makes available rice of 
better nutritive value with less 
\ brokens. 

i 

Another benefit of the 
modernisation programme is 
the availability of high qua¬ 
lity Tice bran free from impuri¬ 
ties and rich in oil content. 
The Kanpur Seminar also re- „ 
viewed the progress made inthe 
production of modem mills 
mfigenottsty. The meeting 


organised by the union De¬ 
partment of Food, the Food 
and Civil Supplies Department 
of the Uttar Pradesh go¬ 
vernment, the Chandrasekhar 
Azad University of Agriculture 
and Technology, Kanpur, and 
the Kanpur Zila Rice Millers’ 
Association. 

Hindustan Petroleum 

The Hindustan Petroleum 
Corporation has recorded a 
net profit of Rs 2,45 crorcs in 
the first year of operation as 
a public sector company. 
Announcing this at the annual 
general meeting of the com¬ 
pany recently, Mr S. Krishna- 
swami. Chairman and Manag¬ 
ing Director of the Corpora¬ 
tion, stated that the Corpora¬ 
tion was able to earn net profit 
despite the increases in the 
cost of raw materials, operat¬ 
ing costs, and salaries and 
wages. Mr Krishnaswami told 
the shareholders that during 
the year the Company’s fuel 
refinery had a throughput of 
over three million tonnes, the 
highest since the refinery was 
commissioned in 1954. The 
Chairman point out that the 
changeover from an American 
multinational management to 
Hindustan Petroleum, a 
government of India Company 
was smooth, in spite of the 
complexity of the problems 
involved. This was possible 
mainly because of the support 
given by the government, the 
dedicated efforts of the emp¬ 
loyees and the constructive 
cooperation from the Exxon 
organisation. He announced 
the Corporation’s decision to 
redeem the perference shares 
at par on November 30, 1975. 
which, he hoped, would be 
welcomed by the preference 
shareholders. 

Availabilities of Crude 

Referring to the further 
growth of the company, he 
observed that it was linked 
with the availably of crude. 
With the present constraints 
on foreign exchange resources 
and the prohibitively high 
price of crude, it was unlikely 
that the situation would ease 
in the near future. "The in¬ 
crease in crude price is a fact 
of life and Will have to live 


with it/* he said, but struck a 
hopeful note that “this grim 
picture is fortunately relieved 
by the prospects of offshore 
discoveries in Bombay High 
structure/* Crude supplies to 
the refinery, the chairman 
informed, were now made al¬ 
most entirely in Indian flag 
vessels resulting not only in 
self-reliance but also substan¬ 
tial savings in foreign ex- 
chane. 

IDPL't New Formula¬ 
tions Plant 

The union government has 
finally decided to set up the 
new drug formulation unit of 
the Indian Drugs and Phar¬ 
maceutical Limited at Gurgaon 
in Haryana. The Rs 8 crore pro¬ 
ject is part of the programme 
to iaise the public sectoi share 
in the diug formulations from 
its present six per cent to 20 
per cent by the end of the 
current plan. The Gurgaon 
unit is expected to have a 
capacity to produce 1,500 
million tablets, 50million vials 
and capsules, one lakh litre 
of Syrup and one kilolitre of 
ointment annually. 

International Steel 
Institute 

More than 300 steel exe¬ 
cutives from 31 countries 
attended the ninth annual con¬ 
ference of the International 
Iron and Steel Institute Mexico 
City from October 13 to 15. 
The conference has assumed 
great importance, with the 
demand for and consumption 
of steel throughout the world 
at abnormally low levels after 
a period of unprecedented 
boom. During the first eight 
months of this year, for ins¬ 
tance, steel production in the 
1LSI reporting countries was 
only 31,198,000 tonnes as ag¬ 
ainst 39,433,000 tonnes during 
the same period last year. In 
some major producing coun¬ 
tries steel output has dropped 
as much as 30 per cent in the 
last two months compared 
to the same period last year. 
Eminent world economists 
from the USA, Japan, Ger¬ 
many and many other coun¬ 
tries were invited to give their 
views at the Conference on 
world economic development 


and trade, with particular re¬ 
ference to the impact created 
by mounting energy costs. 
International coal industry 
leaders were invited to 
discuss the prospects of the 
availability of coking coal to 
meet expected future require¬ 
ments. 

Indo-Soviet Trade 

The second round of Indo- 
Soviet talks for trade and 
payments agreements for the 
next five years ended recently 
in New Delhi with exchange of 
memoranda and initialling of 
items agreed on mutual deli¬ 
veries. A fair number of items 
lor trade have been reported to 
be covered in this round and 
are set down in the documents, 
while substantia] work remains 
ahead in preparation for the 
final round of talks in Delhi 
towards the end of the year 
when the agreements are due 
to be signed. Union minister 
of Commerce, Mr D. P. 
Chattopadhyaya had a meeting 
on Oct. 20 with Mr Semen 
Skatchov, head of the State 
committee for foreign econo¬ 
mic relations. They arc report¬ 
ed to have exchanged ideas 
on production cooperation 
considered as a new element 
for enriching economic relations 
and raising overall trade, as 
visualised at the 1973 summit 
in New Delhi. Mr Chaltopa- 
dhyaya also had meetings with 
the Foreign Trade Minister, 
Mr Nikolai Potolichev. Dr 
P. C. Alexander, Secretary in 
the ministry of Commerce, 
who led the official team at 
the wcckJong talks, signed the 
document for India and Mr 
1. T. Grishin. Deputy Foreign 
Trade minister did it for the 
Soviet Union. 

Hindalco’s Output 

Hindustan Aluminium Cor¬ 
poration’s oulptit has improved 
by about 27 pet* cent during 
the last three months, despite 
unsatisfactory power supply, 
according to spokesman of the 
company. Production was 
about 4332 tonnes in July, 
5400 tonne in August and 5420 
tonnes in September. Hindulco 
expects to step up its produc¬ 
tion still further to about 
5660 tonne during October. 
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COMPANY 

AFFAIRS 


Zuari Agro 

Zuari agro Chemicals has 
reported satisfactory progress 
during the year ended June 30, 
1975 with sales and profits 
being significantly higher than 
in the preceding year although 
margins have been under pres¬ 
sure. The working results 
would have been much more 
encouraging but for the set¬ 
back caused by the plant 
closure for about two-and-a- 
half months from April 19, 
1975. Sales more than doubled 
to Rs 47.83 crores from Rs 
22.92 crores during the pre¬ 
vious 18-month period ended 
June 30, 1974, while gross 
profit too recorded an appre¬ 
ciable rise from Rs 2.22 crores 
to Rs 3.36 crores. The direc¬ 
tors have allocated a sum of 
Rs 3.99 crores to depreciative 
reserve as against Rs 3.70 
crores previously while an 
amount ofRs 1.19 crores was 
earmarked for development 
rebate reserve as against Rs 
9.74 crores in the earlier year. 
After making other adjust¬ 
ments a deficit of Rs 12.89 
crores has bee carried forward. 

Inadequate Reliefs 

The directors have pointed 
out that margins have faced 
continued erosion due to cost 
escalation while the selling price 
of urea, controlled by the 
government, remained uncha¬ 
nged throughout the year. The 
reliefs granted by the govern¬ 
ment in the form of increased 
retention prices of urea have 
been inadequate to meet all the 
cost increases that have taken 
place. The recent decision to 
make refineries alone pricing 
oil products and thereby ex¬ 
cluding Goa and some other 
ports from this benefit enjoy¬ 
ed by them previously is also 
likely to substantially erode 
into the profitability. It is fear¬ 
ed that unless some relief is 
granted early, the financial vi- 
abilityns well as the company's 
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competitive position with other 
fertilizer plants will oe jeopar¬ 
dised. 

The urea production rates 
showed good improvement dur¬ 
ing 1974-75 and urea produc¬ 
tion touched the annual rated 
capacity in some months. 
However, some problems still 
remain to be overcome regard¬ 
ing the C0 2 compressor in the 
urea plant. Production of 
complex fertilizers in 1975 
following the receipt of the 
first shipment of phosphoric 
acid towards the end of 1974. 
During 1974-75, the produc¬ 
tion of ammonia was 1.33 lakh 
tonnes against 1.34 lakh 
tonnes in the previous year and 
that urea was 2.27 lakh tonnes 
as against 2.24 lakh tonnes. 

Mukand 

Addressing the 37th Annual 
General Meeting of Mukand 
Iron & Steel Works Ltd., the 
Chairman, Mr Viren J. Shah 
expressed his faith in a bright 
future for the steel industry 
arising out of an increased 
demand for Steel with the 
growth of Indian Economy 
while a world shortage of steel 
was envisaged by 1980. In 
the immedfate # context, how¬ 
ever, Mr Shaft said that the 
Industry may have to contend 
with low prices and subdued 
demand for steel. 

In addition to the adverse 
market conditions, the high 
cost of electric power, extra 
burden of excise duty and 
credit curbs have brought 
about the closure of many 
mini steel plants in the coun¬ 
try. Mukand has survived 
these conditions by changings 
the product-mix well in advance 
to a more specialised range 
of steels in place of ordinary 
mild steel products and the 
company is confident of main¬ 
taining its growth rate. 

Mr Shah expressed his ap¬ 
preciation of the efforts made 


by the government to curb 
inflation, which have attained 
a degree of success and hoped 
that there will not be a slide 
back from the position. The 
adverse effect of these 
measures on industrial produc¬ 
tion and employment, could 
however be resolved by grant¬ 
ing measure of flexibility to the 
banks implementing the recom¬ 
mendations of the Tandon 
Committee in order to stimu¬ 
late demand in certain key 
areas of the economy. 

Mr Shah hoped that the 
recent announcements of the 
government about direct assis¬ 
tance to mini steel plants by 
way of abolition of excise 
duties levied in 1973 and 1974 
are implemented in good lime. 
Similarly, export incentives for 
finished products such as steel 
bars and rods, which arc now 
under contemplation, may be 
introduced at an early date in 
order that the manufacturers 
realise value-added returns 
compared to export .of raw 
materials. Mukand, in its 
turn, has applied for registra¬ 
tion as an export house with a 
view to establish a regular 
overseas market. 

Bharat Bijilee 

Following excellent work¬ 
ing results Bharat Bijilee has 
stepped up significantly the 
equity dividend to 12 per cent 
during the year ended June 
30, 1975 from eight per cent 
paid in 1973-74. About 22.7 
per cent of the dividend 
will be tax-free in the 
hands of the shareholders. 
With a sharp upswing in sales 
from Rs 5.69 crores to Rs 
9.28 crores, gross profit too 
moved up sharply to Rs 104.75 
lakhs from Rs 68.15 lakhs in 
1973-74. The directors have 
appropriated a sum of Rs 14.52 
lakhs to depreaciation reserve. 
Rs 0.94 lakh to development 
rebate reserve, Rs 56.00 lakhs 
for taxation and Rs 29,21 
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lakhs to general reserve as 
against Rs 12.33 latte* Rs 
1.98 lakhs, Rs 27.00 lakhs and 
Rs 26.16 lakhs provided res¬ 
pectively in 1973-74. 

Increased Revenue 

The transformer division 
showed an impressive improve¬ 
ment both in physical and 
value terms, but the motor 
division's performance showed 
no significant change in physi¬ 
cal output although it brought 
in substantially increased 
revenue. 

The pending order position 
for transformers continues to 
be good. But this is regret¬ 
tably not so with regard to 
motors. There has been a 
perceptible drop in demand 
and a substantial decline in 
the prices obtainable. 

During the year the com¬ 
pany raised Rs 62 lakhs by an 
issue of convertible bonds to 
finance the expansion in the 
capacity for manufacture of 
motors. However, in the face 
of the uncertain demand for 
motors, the company has had 
to reluctantly postpone placing 
of further orders for plant and 
machinery. The situation is 
being closely watched and the 
necessary steps will be taken 
at the appropriate time. 

PDR Videotronics India 

A new super 8 mm automa¬ 
tic portable project has been 
developed by PDR Videotro¬ 
nics India Private Ltd., in 
technical collaboration with 
MPO Videotronics Inc, New 
York and Norske SmalfHmap- 
parater of Oslo, Norway. This 
projector is considered very 
useful for audio-visual mass 
media and communication. jt 
can also be used by educational 
institutions. According to the 
company, 35 mm or 16 mm 
films can be reduced to super 
eight pollster based film which 
is low priced and has a longer 
life. 

The company's Rs 50 lakh- 
project set tip at Tarapur 
(Maharashtra) has a licensed 
capacity of 5,000 projectors 
per annum. The company pro¬ 
poses to manufacture about 
1,500 projectors by the end Of 
1975 and reach the fttll capa¬ 
city next year. It is alio sett¬ 
ing up mm3m plant; at Santa ■ 
Cruz electronic export process- 
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tag tone, which will eater to 
the export market. This unit 
will have a capacity of 1,000 
unite per annum. The com¬ 
pany has on hand good in¬ 
quiries both from indigenous 
customers as also from abroad. 

Atul Products 

The Atul products proposes 
to issue 40.000 convertible 
debentures of Rs 600 each 
([worth Rs 2.40 crores) carry¬ 
ing an interest at the rate of 
10.5 per cent per annum. The 
holders of the covertible 
debentures will have the right 
of conversion after the end of 
the fifth year of allotment in 
respect of each debenture of 
one equity share of Rs 100 each 
issued at a premium of Rs 100 
each or such other premium 
not exceeding Rs 100 as may 
be decided by the government 
of India but the balance 
amount will be repaid on ex¬ 
piry of 10 years from the 
allotment date. The issue is 
being made for financing partly 
'the expansion programme of 
caustic soda unit and to under¬ 
take new projects namely beta 
naphlhol and milchcr's 
ketone. 

Shipping Corporation 

The year 1974-75 has been 
the best so far in the history 
of Shipping Corporation of 
India Ltd. The net profits 
increased to Rs 33.01 crores 
from 13.90 crores in 1973-74. 
This record profit has been 
achieved despite a change in 
accounting procedures but for 
which the net profit compar¬ 
able with the previous years 
would be more than Rs 45.0 
crores. The profits before 
depreciation, interest and taxes 
too, more than doubled to Rs 
69.0 crores from Rs 34.1 crores 
in 1973-74. Last year the 
operating earnings exceeded 
Rs 100crores for the first time. 
During the year under review 
earnings nearly reached Rs 200 
crores, jumping to Rs 192.2 
crores from Rs 123.2 crores 
in 1973-74. The net foreign 
exchange earnings and savings 
during 1974-75 amounted to 
a record of about Rs 94 crores. 

At the commencement of 
this financial year, 105 vessels 
of 2.3 million Dwt were 
owned by the Corporation. 
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During 1974*75, 14 more ves¬ 
sels of 0.8 million Dwt were 
added to the Corporations 
fleet which crossed the three 
million Dwt mark during the 
year, presently consists of 126 
ships of 3.5 million Dwt. An¬ 
other 17 ships of 1.3 million 
Dwt are on order, which are 
likely to be delivered in the 
next two or three years. 

Investment on fleet increas¬ 
ed from Rs 279 crores as on 
March 31, 1974 to Rs 433.7 
crorcs as on March, 31, 1975. 

In 1974-75, 7.2 million tons 
of the country's bulk import- 
export trade was carried in 
Corporation’s ships compared 
to five million tons carried in 
the previous year. The increases 
were registered in the import 
of bulk cargoes such as oil, 
foodgrains, fertilisers and ex¬ 
port of iron-ore, cement and 
sugar. 

Additional Services 

To assist the country's sea 
borne trade, additional direct 
liner services from India to the 
export markets were added to 
the net work of world-wide 
liner services of the Corpora¬ 
tion. 

A new experiment in open 
sea oil transfer has been suc¬ 
cessfully launched and it is 
planned to carry about 90 per 
cent of the crude oil imports 
in the Corporation's tankers 
as against only about 30 per 
cent in the past. It is a matter 
of credit that not a single ship 
of the Corporation has been 
laid up despite the extremely 
depressed trade market due 
to which the world laid up 
tonnage has reached about 44 
million Dwt. 

The first joint vent ure in 
shipping established in March 
1975 with the incorporation 
of the lrano-Hind Shipping 
Company Ltd in Tehran joint¬ 
ly owned by the Shipping 
Corporation of India Ltd 
and Iran’s Arya National 
Shipping Lines started func¬ 
tioning. 

Participation in the coastal 
trade of the country was in¬ 
creased and the number of 
ships exclusively earmarked 
for coastal operation was in¬ 
creased by 40 per cent. 

A dividend amounting to 


Rs 1.68 crores representing six 
per cent on equity capital has 
been earmarked. Every effort 
is being continued to maximise 
internal financial resources for 
development. As against the 
paid-up equity capital of Rs 
27.95 crores self-generated re¬ 
sources amounting to Rs 174.8 
crores equivalent to about 32 
per cent of the total capital 
outlay of Rs 549.4 crores have 
been ploughed back as on 
march, 31, 1975. 

Aluminium Industries 

The aluminium industries 
hopes to declare an equity 
dividend for the current year 
ending March, 1976, after pay¬ 
ing accumulated performance 
dividends. It is expected that 
with the vigorous steps taken 
by the state electricity boards 
in the past 18 months to aug¬ 
ment power generation and 
ad hoc projects grants from 
the central government, de¬ 
mand for the company’s pro¬ 
ducts will rise. This will help 
the company to expand pro¬ 
duction in all its divisions in 
the coming years. There is 
also good export potential for 
the company’s products. 

News and Notes 

Sales, inclusive of excise 
duty, of all products of Tata 
Chemicals Ltd during the quar¬ 
ter ended September 30, 1975 
amounted to Rs 804.35 lakhs 
and it exceeded the turnover 
for the corresponding period of 
the previovs year by Rs 29.14 
lakhs. Among the company’s 
major products the output 
of soda ash during the quar¬ 
ter at 78,560 tonnes was 
higher by 11,93ft tonnes over 
the corresponding period of 
the previous year. 

The Indian Cable Company 
Limited has just won on behalf 
of a consortium of Indian 
Power Cable Manufacturers, 
an order for paper insulated 
power cables and accessories 
valued at Rs 2.7 crorcs from 
the ministry of Electricity and 
Water, Kuwait. The first major 
breakthrough in exports of 
power cables by the Indian 
Cable Manufacturers was achi¬ 
eved in 1967 in oil rich Kuwait. 
Since then large orders have 
been secured from this region 
as well as other oil exporting 
countries, viz. Doha, Muscat, 


Abu Dhabi and Bahrain and 
they have been executed, meet¬ 
ing tight delivery schedules. 

Hindustan Organic Chemi¬ 
cals Ltd, a government of 
India undertaking, at Rasayani 
near Panvel, has exported 
Meta Amino Phenol (MAP) 
worth $65,000 to the USA. The 
consignment was shipped on 
October 20. The MAP is a 
vital drug intermediate used 
in the manufacture of PAS, an 
anti-TB drug. HOC, which is 
the only manufacturer of 
Meta Amino Phenol in the 
country has exported the pro¬ 
duct after fully meeting the 
country's requirements. Inci¬ 
dentally, apart from Japan, 
India is the only Asian coun¬ 
try that manufactures MAP. 

The Prime Minister, Mrs 
Indira Gandhi was handed over 
a cheque of Rs 100,000 by Mr 
Kisan Mehta* Vice-President 
of the Coca-Cola Export Co¬ 
operation, as a donation to the 
Prime Minister’s Relief Fund 
from the Indian Area Office of 
the Corporation. 

New Issues 

Uttar Pradesh Straw and 
Agro Products Limited will be 
entering the capital market 
with a public issue of 10,80,000 
equity shares of Rs 10 each. 
The subscription list will open 
on November 12, and will close 
on November 22, but not ear¬ 
lier than November 15. The 
company has been promoted 
by Dhampur Sugar Mills Limi¬ 
ted which enjoys a very good 
reputation inthe field of sugar. 
Dhampur Sugar Mills have 
been regularly paying dividend 
for the last thirty years. The 
company is setting up a new 
project for manufacture of 
10,000 tonnes of packing 
paper. This will be the first 
plant to make packing paper 
with chcmo-mechanical pulp¬ 
ing process. In view of the 
process, the packing paper is 
much superior to the conven¬ 
tional kraft paper. 

The plant is located at 
Agwanpur, in UP. The site is 
chosen in view of excellent in¬ 
frastructure and abundant sup¬ 
ply of primary raw material. 
The raw materials arc agricul¬ 
tural residues such as wheat 
straw, paddy straw etc. The 


special feature of the project 
is that the company, as a 
measure of precaution has al¬ 
ready arranged for installing 
a captive power plant which 
will meet the plants power re¬ 
quirements almost in full. The 
project is estimated to cost 
Rs 465 lakhs which will be 
met by equity capital of Rs 
180 lakhs and the balance by 
term loans. The project is 
ably backed by all the finan* 
cial institutions, who have, 
besides extending term loans 
have, substantially underwrit¬ 
ten the public issue. 

Various Concessions 

Since the project is located 
in backward area, the com¬ 
pany will enjoy various con¬ 
cessions. Since the paper in¬ 
dustry falls under Ninth Sche¬ 
dule of Income-tax, the pro¬ 
posed issue of equity shares of 
the company will be totally 
expempt from wealth-tax for 
the next five years. 

It is anticipated that the 
plant will commence produc¬ 
tion by the middle of next 
year. The project is headed by a 
young entrepreneur, Mr Ashok 
Kumar Gocl, who is the 
Managing Director of the Com¬ 
pany. The board of directors 
consist of eminent people from 
the industry, the financial 
world and the technocrat. The 
board of directors thus repre¬ 
sents a cross-scction of people 
from industrial world and the 
varied experience of directors 
is bound to be of great help 
in the smooth and profitable 
operation of the company. 

The prospects for packing 
paper is rated as high. Die 
demand for paper far outstrips 
suppl y. Wit h t he growt h of pack¬ 
aging industry and based upon 
conservativcestimates, the plant 
is expected to earn sizeable 
profits as would enable the 
management to distribute 
handsome dividends within 
reasonable period after the 
plant goes into commercial 
production. The public issue 
is managed by Champaklal In¬ 
vestment & Financial Consul¬ 
tancy Limited (C1FCO). 

/ Allrox Abrasives Ltd* is 
offering 140,000 equity shares 
of Rs 10 each for cash at par 
to the public for subscription. 
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Besides 4OO0 equity shares of 
Rs 10 each are also offered 
for sale to the public. The 
offer for sale from Cement 
Distributors Ltd, an existing 
shareholder, is being made in 
order to comply with the stock 
exchange regulations for enlist¬ 
ment of the equity share of 
the company on the Delhi 
Stock Exchange. The subs¬ 
cription list opens on Novem¬ 
ber 17 and will close on Nove¬ 
mber 28 or earlier but not be¬ 
fore November 20. 

The company is engaged 
in the manufacture of coated 
abrasives at Culdhar near 
Ghaziabad in UP, and emery 
grains and powder at Yereaud 
in the Salem district of Tamil 
Nadu. The object of the pie- 
sent issue is to have the parti¬ 
cipation of the public in the 
growth of the company, im¬ 
prove debt-equity ratio and to 
provide a part of the finance 
required for working capital 
requirements of the various 
activities of the company. 

T.K. Chemicals proposes to 
enter the capital market short¬ 
ly with a public issue of 3.24 
lakh equity shares of Rs 10 
each at par. The proceeds will 
be utilised for linancing partly 
the company's Rs 1.40 crore 
project being set up at Trivan¬ 
drum (Kerala) for manufactur ¬ 
ing 1,000 tonnes each of elec¬ 
trolytic manganese dioxide and 
manganese sulphate monohy¬ 
drate. The raw materials 
are affluent liquor from Tra- 
vancore Titanium Products and 
low-grade manganese ore. The 
major users of electrolytic 
manganese ore dioxide are the 
dry cell battery manufacturers. 
The project cost is proposed to 
be met by share capital of Rs 
54 lakhs and term loans of 
Rs 86 lakhs. Commercial pro¬ 
duction is expected to com¬ 
mence by October 1976. 

Capital and Bonus Issues 

Consent has been granted to 
eleven companies to raise 
capital of over Rs 6.06 crores. 
Tne details are as under: 

Hope (India) Limited, Cal¬ 
cutta, has communicated to 
government of its proposal 
to issue capital under Clause' 
(5) of the Capit al Issues (Ex¬ 


emption) Order, 1969 to the 
value of Rs 72.68 lakhs com¬ 
prised of 4,76,800 equity 
shares of Rs 10 each and 
25,000 cumulative redeemable 
preference shares of Rs 100 
each. Out of the above equity 
shares worth Rs 20 lakhs 
shall be issued to the existing 
shareholders of Pench Steels 
Ltd, and other equity shares 
worth Rs 26.68 lakhs shall be 
issued to the shareholders of 
Union Steels (India) Ltd, in 
terms of scheme of amalgama¬ 
tion approved by the Calcutta 
High Court and the balance 
to the public through pros¬ 
pectus, for cash at par. The 
object of the issue is to meet 
a part of the finance required 
for setting up of plants in 
West Bengal and Maharashtra 
states and also with a view to 
issue shares to the shareholders 
of the amalgamated companies 
in terms of decision of the 
Calcutta High Court. 

Laxmi Starch Limited, Kua- 
dra (Kerala), have been accor¬ 
ded consent, valid for three 
months, to capitalise Rs 20 
lakhs out of its general reserve 
and issue fully paid equity 
shares of Rs 100 each as bonus 
shares in the ratio of one 
bonus share for every two 
equity shares held. 

Surat Cotton Spg. and 
Weaving Mills Pvt Ltd, have 
been accorded consent, valid 
for three months, to capitalise 
Rs 48 lakhs out of its general 
reserve and issue fully paid 
equity shares of Rs 100 each 
as bonus shares in the ratio of 
two bonus shares for every 
five equity shares held. 

ACC-Vickers-Babcock Limi¬ 
ted, Bombay, have been grant¬ 
ed consent, valid for a period 
of 12 months, for issue of 
equity shares worth Rs 2.86 
crores to be issued at par to 
the Associated Cement Com¬ 
panies L imited, against acqui¬ 
sition of the assets of their 
Shahabad factory. 

Tirupur Sri Meenakshi Sun- 
dareswarar Finance and Chit 
Funds Ltd, have been accor¬ 
ded consent, valid for three 
months to capitalise Rs 57,600 
out of its general reserve and 
issue fully paid equity shares 
of Rs 25 each as bonus shares 


in the ratio of one bonus share 
for every two equity shares 
held. 

Arunoday Mills Ltd, Morvi 
(Gujarat), have been accorded 
consent, valid for three months, 
to capitalise Rs 35 lakhs out 
of its general reserve and issue 
fully paid equity shares of 
Rs 10 each as bonus shares in 
the ratio of the bonus share 
for every one equity share 
held. 

Duphar-Interfram Ltd, Bom¬ 
bay, have been accorded con¬ 
sent, valid for three months, 
to capitalise Rs 36 lakhs out 
of its general reserve and issue 
fully paid equity shares of 
Rs 100 each as bonus shares 
in the ratio of one bonus share 
for every one equity share 
held. 

Toma Jute Company Ltd, 
Calcutta, has communicated 
to government of its pro¬ 
posals to issue capital under 
Clause (5) of the Capital Issues 
(Exemption) Order, 1%9 to 
the value of Rs 55 lakhs divi¬ 
ded into 4,50,000 equity shares 
and 10,000 in redeemable 
cumulative preference shares 
for cash at par, and out of 
which equity shares of Rs 33 
lakhs and preference shares 
of Rs 6 lakhs will be offered 
to the public by a prospectus, 
for providing a part of finance 
required for the implemcnta- 


. Year 

Name of the company ended 


tion of the licence dated April 
2, 1970 for the manufacture 
of woollen yarn. 

Shree Gopal Industries Ltd, 
Kota (Rqiasthan), have been 
granted consent, valid for a 
period of 12 months, for issue 
of equity shares worth Rs 12 
lakhs to be issued as rights 
shares in the ratio of 3.4 for 
cash at par. The proceeds of 
the issue are to be utilised to 
meet a part of the financ: re¬ 
quired for replacement of the 
machinery. 

Mahtndra Sintered Products 
Limited, Poona, have been ac¬ 
corded consent for issue of 
equity shares of Rs 10,25,380 
to be issued on rights basis. 
The proceeds of the issue are 
to be financed to procure ad¬ 
ditional plant and machinery 
for raising their capacity to 
the registered levels. 

Investment and Precision 
Castings Limited, Bhavnagar, 

has communicated to govern¬ 
ment of its proposals to issue 
capital under Clause (5) of the 
Capital Issues (Exemption) 
Order, 1969 to the value of 
Rs 31 lakhs (inclusive of the 
capital already raised), in the 
form of 3,10,000 equity shares 
of Rs 10 each, for cash at par 
to raise part of the capital 
cost required for financing the 
proposed project of the 
company. 


(Per cent) 


Equity dividend declared for 


Current year Previous year 


Dividends 


Higher Dividend 


Coffee Lands 

June 30 1975 

12.0 

5.5 

Jayant Paper 

June 30, 1975 

15.0 

8.0 

Mysore Kirloskar 

June 30, 1975 

12.0 

10.0 

Delhi Cloth 

June 30, 1975 

5.0 

3.52 

Stancs Amal- 




gamated 

June 30, 1975 

16.0 

8.0 

Tata-Yodogawa 

March 31, 1975 

10.0 

Nil 

Same Dividend 




Seshasayec Paper 

March 31,1975 

12.0 

12.0 

Cowcoody Estates 

June 30, 1975 

12.0 

12,0 

Reduced Dividend 




Jam Shri Rani tsinghi 



Spg & Wvg Mills 

June 30, 1975 

7.5 

12.0 

Shcveroy Estates 

June 30, 1975 

Nil 

2.0 
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STATISTICS 


Anti-Tuberculosis: Sodium 
PAS; and Thiacetazone. 
Diuretics: Acetazolamidc. 
Hypnotics : Phenobarbit one; 
and Phenobarbit one Sodium. 
* Sulphas : Sulphacetamide; 
Sulphacetomide sodium; 
Phthalyl sulphacetamide; Sul- 
phadimidine; Sulphadimidine 
sodium; Sulphaguanidine; 
Sulphamcthizole, and Sulpha- 
nilamide. 


Medicin e s for the millions 

Synthetic drugs 
plant at 
Hyderabad: 
a profile 

The synthetic drugs plant at 
Hyderabad is one of the three 
units of the lDPL-complex 
set up with Soviet Collabora¬ 
tion. The other two units arc 
the antibiotics plant at Rishi- 
kesh and surgical instruments 
plant at Madras. The Hydera¬ 
bad unit is the biggest and the 
most versatile plant in the 
East and perhaps one of the 
largest in the world. 

The main plant, effluent 
treatment plant and the town¬ 
ship covers an area of 336 
hectares (935 acres); the fac¬ 
tory area is limited to 182 
hectares (447 acres). The fac¬ 
tory is broadly divided into 16 
blocks in five sectors as under: 

(i) Four main blocks for the 
production of bulk drugs. 

(ii) Four blocks for the pro¬ 
duction of intermediates. 

(iii) One block each for formu¬ 
lations and central plant 
laboratory together with 
pilot plant and quality 
control department. 

(iv) Service blocks comprising 
workshop, ant i-corrosion, 
electrical, mechanical 
and instrumentation divi¬ 
sions, service facilities for 
the manufacture of steam, 
refrigeration, oxygen, nit¬ 
rogen, compressed air, 


producer gas and water 
storage facilities. 

(v) Other blocks cover central 
stores, administrative build¬ 
ing, canteen, welfare blocks 
etc. 

The plant, set up with an 
initial investment of Rs 22.19 
crores, was originally designed 
to manufacture 851 tonnes of 
16 bulk drugs and 4560 tonnes 
of various intermediates per 
annum. Most of these inter¬ 
mediates are required for the 
production of bulk drugs from 
the basic stages and, by and 
large, are used for captive 
purpose. 

Production increase 

As a result of the first phase 
expansion, the annual produc¬ 
tion capacity of the plant is 
shortly being increased to 

1988.5 tonnes of 27 bulk drugs 
with a marginal investment of 
Rs 4.78 crores only. 

During the fifth five year 
Plan the annual capacity of the 
plant would be increased to 

3386.5 tonnes of 36 bulk drugs 
at a cost of Rs 21.79 crores. 
The plant will also be convert¬ 
ing then 60 per cent of its bulk 
drugs into various ready-to- 
use formulations. At this stage, 
the plant will be saving foreign 
exchange to the extent of Rs 
11.10 crores annually. 

The 27 bulk drugs which 
arc being produced at the plant 
as also the nine new drugs that 
arc being taken up for manu¬ 
facture during the fifth five- 
year Plan are. 

Analgesics, Antipyretics: 
Amidopyrine; Analgin; Para¬ 
cetamol ; Phenacetin; Para- 
phenitidine, and 

Anthelmintics: Piperazine 

Adipate; Piperazine Citrate; 
Piperazine Hydrate; Pipera¬ 
zine Phosphate. 

Anti-Filarfals: Diethyl Car- 
bamazine Citrate. 


Vitamins: Folic Acid;Nico¬ 
tinamide; Thiamine (Bi) and 
its salts; and Riboflavin (B 2 ) 
and its salts. 

Technical know-how 

New Drugs: Vitamin B,; 
Sulphadimcthoxine; Sulpha- 
phenazolc; Allopurinol; Dial- 
lylbarbitone; Sccobarbitone; 
Nitrofurantoin; Nitrofurazonc 
and Thiacetazone. 

The technical know-how of 
production of seven of these 
nine new drugs has been deve¬ 
loped by the scientists and 
technologists of the research 
and development wing of the 
plant; the technology for the 
production of Vitamin B e is 
being developed in collabora¬ 
tion with the National Chemi¬ 
cal Laboratory, Poona. 

All the bulk drugs and inter¬ 
mediates at SDP are being 
manufactured from the very 
basic raw materials. Over 140 
items of raw materials with an 
annual requirement of 33,000 
tonnes go into the production 
of 1400 tonnes of bulk drugs 
in a year. After the implementa¬ 
tion of its expansion pro¬ 
grammes, the plant will 
annually be consuming over 
one lakh tonnes of various raw 
materials. Out of this 95,000 
tonnes will be indigenous and 
only about 5,000 tonnes impor¬ 
ted. It would thus provide 
a great impetus to the growth 
of chemical industry in the 
country. 

The commercial production 
of most of the bulk drugs and 
intermediates was commis¬ 
sioned in July, 1968. It gene¬ 
rally takes 12 to 30 months to 
achieve stabilisation of chemi¬ 
cal products depending upon 
the complexity and number of 
manufacturing stages involved. 
In case of most of the drugs, the 
plant has not only been able to 
achieve the original rated 


capacities but has even e5tc66« 
ded it. For the last three; 
years, the plant has also shown 
profits and is the first of the 
three units of 1DPL to achieve 
this distinction. 

Self-sufficient in drugs 

Before the Hyderabad plant 
went into production almost all 
these synthetic drugs used to 
be imported. Today, the coun¬ 
try is self-sufficient in respect 
of most of these drugs. The 
plant has also given a lead to 
the country in manufacturing 
Vitamin and B 2 , Folic 
Acid etc. It also pioneered the 
production of effective pain- 
relieving and fever-reducing 
drugs like Analgin, Phenacctin 
and Amidopvrin in the country. 

The plant has already achie¬ 
ved an annual production of 
1280 tonnes in 1973-74 and is 
expected to reach 1625 tonnes 
in 1975-76. 

The year-wise break up of 
the production is given below: 

Year Production 

(in tonnes) 


1968- 69 346 

1969- 70J 434 

1970- 71 633 

1971- 72 1039 

1972- 73 1166 

1973- 74 1280 

1974- 75 1268 

1975- 76 1625 


(estimated) 

This shortfall of 12 tonnes i \ 
1974-75 production as against 
1280 tonnes in 1973-74 was due 
to tight raw materials position 
resulting from the oil crisis in 
the early part of the year, 
power interruptions and market 
constraints. 

However, the redeeming fea¬ 
ture of the year 1974-75 was 
an all-time high production 
of 145.48 tonnes in March, 
1975 against installed capacity 
of 141.46 tonnes per month. 
The plant also effected record 
production of Vitamin B a , 
Folic Acid, Analgin, Amidopy- 
rin, Nicotinamide, and Pipera¬ 
zine Salts during this year. 

The Hyderabad plant alone 
is, at present, contributing as 
much as 35 per cent of the total 
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production of bulk drug! in the 
count *y. 

The progress made in terms 
of sales turn-over will be an 
ample poof of the rapid strides 
made by the plant during the 
last six years. Starting with a 
modest sale of Rs 60.96 lakhs 
in 1968-69, the plant touched in 
1974-75 the sales figures of 
Rs 20.90 crores, an over 34- 
fold increase in the last six 
years. On the completion of the 
second phase expansion, the 
sales turn-over of the plant will 
increase to Rs 77.70 crores by 
1978-79; i.e. more than 3-fold 
increase during the next four 
years. 

The year-wise break up of 
the sales is given below: 

Year Sales 

(In lakhs Rs) 

1968- 69 60.96 

1969- 70 326.17 

1970- 71 535.39 

1971- 72 819.24 

1972- 73 1148.53 

1973- 74 1199.70 

1974- 75 2090.09 

It is because of this sub¬ 
stantial contribution of the 
synthetic drugs plant that 
1DPL arrived at break-even 
stage last year. SDP made a 
major break through in 1972- 
73 when it earned a net profit 
of Rs 30.86 lakhs; in 1972-74 
its net profit rose to Rs 98.04 
lakhs and last year, in 1974-75, 
the net profit touched Rs 4.07 
crores. 

The vear-wise break-up of 
the netprofit/loss after depre¬ 
ciation and interest is given 
below: 


Year 

(In lakhs Rs) 

Net profit/loss after 
depreciation and 
interest) 

1968-69 

(-) 

321.92 

1969-70 

(-) 

344.90 

1970-71 

(-) 

235.85 

1971-72 

(—> 

85.09 

1972-73 

(+> 

30.86 

1973-74 

(+) 

98.04 

1974-75 

(+) 

407.12 

Those 

financial 

results have 


been achieved despite the fact 
that the cost of inputs, by 
way of pices of raw materials, 


services and wages, have been 
increasing steeply during the 
last three years. The plant 
depends to the extent of 70 
per cent on raw materials 
which originate either directly 
or indirectly from petro-chemi- 
cals. The adverse effect of the 
oil crisis led to heavy price 
hikes and also non-availability 
of many. The prices of most 
raw materials because of in¬ 
flationary trend touched an 
upward high and their availabi¬ 
lity continues even today to be 
erratic; compared to the prices 
of major raw materials prevail¬ 
ing in 1973-74 inputs have 
shown an overall increase of 
60 per cent in 1974-75, while in 
ihe case of imported items the 
increase was almost 200 per 
cent. 

Formulations unit 

The plant maintains a full- 
fledged formulations unit with 
a production capacity of over 
2,000 million tablets per year. 
By and large, the formulations 
of the plant are based on its 
own bulk production. The 
utilisation of formulation capa¬ 
city has generally been around 
80 per cent for the last three 
years. The various formula¬ 
tions developed so far by the 
plant arc: 

Since research and develop¬ 
ment forms the backbone of the 
drugs and pharmaceutical in¬ 
dustry for its continuous 
growth and progress, the plant, 
right from the very beginning, 
has given R&D its proud 
place in its programmes. Or¬ 
ganised R &D laboratories 
were, in fact, commissioned 
much earlier than the main pro¬ 
duction blocks. The foresight 
paid rich dividends in getting 
trained personnel to man the 
plant for stabilisation of tech¬ 
nology as well as for develop¬ 
ment of new products and new 
routes of synthesis in a very 
short period—as is abundant¬ 
ly evidenced by the fact that 
the production capacity of the 
plant has been doubled today 
with only a marginal invest¬ 
ment of Rs,4.78 crores. This 
remarkable achievement is, pri¬ 
marily, due to the improvement 
in the technology, rationalisa¬ 
tion in the equipment and 
machinery, modification of the 
synthetic routes and in some 


cases a switch over from batch 
processes to continuous/semi- 
continuous processes by the 
the R& D wing. Yet another 
remarkable aspect of this over¬ 
all achievement has been that 
in order to doubling the capa¬ 
city, only a marginal increase 
in manpower i.e. from 3500 to 
4000 was required. And as 
mentioned earlier the technical 
know-how of seven of the nine 
new drugs that synthetic drugs 
plant will shortly take up for 
production, was developed 
locally by the R& D wing of 
the plant. 

1DPL plans to widen the 
R&D activities by setting up 
new laboratories which will 
assuredly go a long way to¬ 
wards further consolidating 
and expanding the scientific 
and technological base availa¬ 
ble in the country in the field 
of drugs and pharmaceuticals. 

The plant has also organised 
a design cell to create adequate 
design and fabrication facilities 
for the expansion programmes 
of the synthetic drugs plant. 
This cell is well equipped with 
qualified engineers to work out 
basic and detailed engineering 
blue prints and for the scaling 
up the processes based on pilot 

Analgin ) _ 

Cemi/.ol ) 

Apidin 

Sukcee — 

Cebexin — 

Vitamin B-complex 

• 

Hcxavitamin • 

Calmod 

Emdopa — 

Idicin 

Chloroquin Phosphate — 
Phenobarbitone 
Sulphadimidine 
Sulphaguanidinc 
Sulphanilamide 

Sulphacctamide 
1NH 

INH+Thiacetazone 
Sodium PAS 
Phenacelin 
Compeba 

Piperazine Adipate/ 

Cil rate/Phosphate/ 

Hydrate 
D.C.C. 

A.P.C. 


plant data prior to their com¬ 
mercial utilisation. The plant 
is already fabricating a num¬ 
ber of items like storage 
tanks, reaction vessels, heat 
exchangers, vacuum pumps, 
hammer mills, distillation 
columns, extraction units, 
vacuum and pressure filters 
etc. and carries out lining 
of vessels and fittings with 
various acid and alkali proof 
materials including epoxy lin¬ 
ing, FRP lining, lead lining etc. 
right in its premises. 

Ever since the commission¬ 
ing of the plant, efforts have 
been made to substitute impor¬ 
ted raw materials by indige¬ 
nous ones. The plant has been 
able to effect a considerable 
amount of saving in foreign ex¬ 
change through these efforts. 
As a result, the import substitu¬ 
tion on 13 items alone has sav¬ 
ed the Plant Rs 78.78 lakhs in 
1972-73. 

Rigid controls and constant 
checks are maintained at every 
stage of production by the 
Process Control Laboratories 
which foim an essential part 
of each production block while 
the ccntial quality control 
department sees to it that all 
the drugs conform to the strin- 

Pain-killers 

for colds, coughs, and fever, 
a delicious and chewable Vitamin 
C tablet. 

a hi-polency B-complex plus vita¬ 
min {"preparation, 
for correcting B-complcx vitamin 
deficiencies, 
multi-vitamin tablets, 
a tranquilizer, 
for hypertension. 

for arthritic and rheumatic pains, 
an anti-malarial, 
a sedative and anti-epileptic 
for systemic infections, 
for diarrhoea and dysentery. 
Dusting powder for wounds and 
cuts. 

for eye infections. 

Tuberculostatics 

fever reducing agent, 
for amoebiasis. 


for expelling worms, 
for combating filariasis. 
for fever and pain etc. 


) 

) 
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gent reouirements of the 
Indian Pharmacopoeia and 
that the statutory demands of 
the Drugs Act are scrupulously 
followed. 

Industrial effluents discharged 
by various production blocks 
arc being processed for reco¬ 
very of bye-products and the 
residuary effluent is neutrali¬ 
sed and biologically treated in a 
sophisticated effluent treatment 
plant before being let out for 
disposal. This enables the 
plant to discharge its effluent 

31 p.c. increase 
in national 
income 

National income at 1960-61 
price rose by 3.1 per cent 
during the year ended March 
1974, accordingto an article in 
the latest issue of the Reserve 
Bank of India Bulletin. At 
current prices it registered an 
impressive increase of 24.5 per 
cent. The substantial rise in 
terms of current prices was the 
result of a sharp increase in 
prices. The overall rate of 
growth of the economy during 
the fourth Plan period worked 
out to 2.8 per cent—around 
half the targeted annual rate of 
5.7 per cent. The 3.1 per cent 
increase at 1960-61 prices was 
an improvement in that ihe 
national income declined by 
0.9 per cent in \ he previous year. 

The recovery in national in¬ 
come from Rs 19,130 crores in 
1972*73 to Rs 19,724 crores in 
1973-74 was due mainly to an 
increase of 7.5 per cent in food- 
grains production and 8.4 per 
cent in oilseeds output which, 
in turn, led to a rise of 6.4 per 
cent in the share of the farm 
section in national income. 

Unlike in 1972-73, income 
from “forestry and logging”, 
“construction” and “railways” 
declined by 3.7 per cent, 6.1 
per cent, and 11.3 per cent 
respectively during 1973-74. 
The important industrial 
sectors which did not show any 
improvement during the 
year under review were “bank- 


without creating any pollution 
scares to the organic life—flora, 
fauna and humans. 

The plant has adopted the 
latest and the most modem 
techniques for facilitating the 
decision making processes. Its 
reporting, decision making 
and implementation system is 
unique in the country. A daily 
review of production, main¬ 
tenance, sales, stores, iinances 
etc. is taken over the “Hot¬ 
line” through which all the 35 
departmental heads attend the 


ingand insurance” and “mining 
and quarrying”. 

The per capita income at 
constant prices was Rs 340.1 
in 1973-74 against Rs 337.4 
in 1972-73, while the per capita 
income at current prices was 
Rs 849.8 in 1973-74 against 
Rs 698.3 in 1972-73 There 
was a slight improvement in the 
share of the primary sector 
from 41.7 per cent in 1972-73 
to 42.8 per cent in 1973-74, 
mainly at the expense of the 
secondary sector which moved 
down by a corresponding ex¬ 
tent from 23.3 per cent to 22.4 
per cent, while there was no 
significant change in the share 
of the tertiary sector (around 
35 per cent). At current prices, 
the share of the primary sector 
rose from 48.4 per cent to 52.8 
per cent. 

The gross national product 
at current market prices moved 
up from Rs 42,971 crores in 

1971- 72 to Rs 46,715 crores in 

1972- 73, registering an increase 
of 8.7 per cent, compared to a 
rise of 9.9 pes cent in wholesale 
prices during the same period. 

The overall growth rates for 
t he first, second and t hird plans 
were 3.7 per cent, 4.1 per cent 
and 2.7 per cent respectively. 
Over the period 1960-61 to 

1973- 74, national income incre¬ 
ased by about 3 per cent per an¬ 
num on an average, the corres¬ 
ponding growth rates in pri¬ 
mary, secondary and tertiary 
sectors being 1.8 per cent, 4.4 
per cent and 4.7 per cent res¬ 
pectively. 

The per capita income in 
1973-74, though representing 
a growth of 0.8 per cent over 
1972-73, was less than its level 
in 1970-71, Over the period 
1960-61 to 1973-74, the per 


30 minute conference without 
leaving their place of work; 
thus all bottlenecks coming in 
the way of production are eased 
immediately. 

The plant recruits mostly 
fresh graduates and candidates 
from educational institutions 
and imparts them theoretical 
and practical training, in opera¬ 
tion and safety techniques, to 
handle large number of highly 
inflammable solvents, hazar¬ 
dous and poisonous chemicals 
and raw materials like Sodium 


capita net national product 
showed a rale of growth of one 
per cent per annum. 

The net domestic product at 
factor cost at current prices 
originating from the public 
sector increased from Rs 5,691 
crores in 1971-72 to Rs 6,357 
crores in 1972-73, registering an 
increase of 11.7 per cent. The 
share of the public sector in 
the total net domestic product 
at current prices showed a more 
or less steady uptrend from 
16.6percent in 1960-61 to 15.9 
per cent in 1972-73. 

Govt, administration dominated 

Throughout 1960-61 to 
1972-73, government administ¬ 
ration dominated the scene. 
The share of departmental 
enterprises remained stationary 
at around four per cent, while 
that of non-depart mental en¬ 
terprises showed a significant 
rise from 1.2 per cent in 1960- 
61 to4.6 percent in 1972-73. 

The share of banking and 
other financial institutions in 
ihc total funds channelled by 
the financial system in the 
Indian economy rose rather 
slowly during the six-year 
period ended 1971-72. 

The share of these institu¬ 
tions went up from 32 per cent 
in 1966-67 to 44 per cent in 
1971-72, the aggregate flow 
of funds rising from Rs 3,771 
crores to Rs 6,128 crores. 

The RBI study shows that 
savings investment and borrow¬ 
ings of the private corporate 
sector recorded a gradual dec¬ 
line during 1966-67 to 1968-69 
owing to recessionary trends 
but showed a rising trend there¬ 
after. 

The saving investment gap 
decreased from Rs 516 crores 
in 1966-67 to Rs 255 crores in 
1969-70, but increased to Rs 


Cyanide, Phosgene, Sodium 
metal etc. 

Various training programmes 
have been instituted to develop 
the professional knowledge of 
the workers in their specialised 
discipline, to educate them in 
job safety, and to make them 
understand the significance of 
their functions in relation to 
the functioning of the com¬ 
pany and related areas. Besides, 
career development pro- 
giamines have also been started 
to prepare the employees, 
assume higher responsibilities. 


446 crores in 1970-71 and Rs 
507 crores in 1971-72. 

The deficit was financed by 
the banking sector tothe extent 
of 52 per cent in 1966-67, 73 
per cent in 1967-68 and 37 per 
cent in 1971-72. The share of 
term-lending and other finan¬ 
cial institutions in financing the 
deficit rose from 18-19 per 
cent in the first tv\o years to 
26 per cent in 1968-69 and 
l%9-70, but declined thereafter 
to 17 per cent in 1971-72. 

The share of lendings by the 
household sector, which was 17 
per cent in 1966-67, increased 
gradually to 32 per cent in 
197J-72. The government sec¬ 
tor’s share in lendings to the 
private corporate sector ranged 
between 5 and 17 per cent 
during the six-year period. 

The banking sector plays an 
important role in financing the 
deficit of government and pri¬ 
vate corporate business sectors. 
About 68 to 84 per cent of its 
total sources come from the 
household sector. Similarly, 
term-lending and other 
financial institutions received 
funds from households to the 
extent of more than 80 per cent 
(except in 1966-67) to finance 
the deficit of government and 
private corporate business 
sectors. 

About 10-27 per cent of sur¬ 
plus funds of the household 
sector are passed on to govern¬ 
ment and private corporate 
business sectors directly and 
the balance to financial inter¬ 
mediaries. In 1971-72, the 
proportion of net financial sav¬ 
ings to the total saving was of 
order of 51 per cent. This 
shows that the household 
sector utilised a significant 
part of its own savings for 
investment purposes. 
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Credit policy 
for 1975-76 
busy season 

Realising that recessionary 
tendencies in certain sectors of 
the industry had already caused 
considerable damage, the Re¬ 
serve Bank of India in its 
credit policy for the 1975-76 
busy season underlined the 
need for a certain degree of 
flexibility in the application of 
the credit squeeze. At a recent 
meeting with the chief execu¬ 
tives of major scheduled banks 
in Bombay, the governor of the 
Reserve Bank, Mr K.R. Puri, 
said that while every possible 
assistance would have to be 
provided to raise production, 
investment and exports, care 
would have to be taken to en¬ 
sure that additions to inven¬ 
tories did noi take place be¬ 
cause of the relaxation in bank 
credit policies and that the 
bankers* recourse to the 
Reserve Bank was kepi at the 
minimum. 

Given below is a handout 
issued by the Press Relations 
Section of the Reserve Bank 
giving details about the chan¬ 
ges in policy to be brought 
aboul in the current busy 
season: 

It is imperative that the 
efforts to sustain growth and 
stimulate investment do not 
cause the economy to mow to¬ 
wards a fresh bout ol infla¬ 
tion. Despite the anticipated 
increase in domestic output, 
there is thus little scope for 
relaxation of monetary disci¬ 
pline pursued in the last two 
years. The broad structure 


of prevailing interest rates, 
namely, refinance-/rcdiscount 
rates of the Reserve Bank, 
the deposit and minimum lend¬ 
ing rates of commercial banks, 
and the progressive applica¬ 
tion of the guidelines indicated 
by the Tandon Study Group 
will, therefore, have to conti¬ 
nue. This was indicated by the 
Govemoi of the Reserve Bank, 
Mr K.R. Puri, at a meeting he 
had with the chief executives 
of major scheduled banks in 
Bombay on Saturday, Novem¬ 
ber 1, 1975. At the same 
lime, the Reserve Bank, the 
Governor said, recognises the 
need for a certain degree of 
flexibility in the application 
of the exist ing criteria of credit 
discipline. He emphasised 
that, while every assistance 
will have to be provided to 
raise production, investment 
and exports, care will have to 
be taken to ensure that addi¬ 
tions to inventories do not take 
place on the basis of bank 
credit and that the banks' 
recourse to Reserve Bank is 
kept at the minimum. 

With a view to regulating 
both the cost and the availabi¬ 
lity of Reserve Bank refinance 
more effectively in the present 
situation, the operation of the 
refinance facilities on the basis 
of the net liquidity ratio 
system will be replaced by the 
following arrangements: 

Basic Refinance Limit 

Banks will be entitled to a 
basic refinance limit eqiial to 
one per cent of demand and 
time liabilities of the last 
Friday of September 1975, A 
fixed rale of interest of 10 per 
cent will be charged on this 
basic refinance limit. 

The refinance formula in 


regard to financing public food 
procurement operations will be 
readjusted. An amount equal 
to 50 per cent of the increase in 
outstanding public food pro¬ 
curement credit belwcen Rs 
450 crores and Rs 600 crores 
will give banks a refinance 
entitlement of Rs 75 crores. Full 
refinance can be availed of in 
respect of the increase in credit 
over an outstanding level of 
Rs 600 crores. Refinance for 
food procurement will con¬ 
tinue to be made available at 
10 per cent and banks arc re¬ 
quired to charge interest not 
exceeding 12 per cent on their 
advances for this purpose. 
This refinance formula will be 
in force so long as public food 
procurement advances do not 
exceed Rs 900 crores. There 
are, however, indications that 
the level of food procurement 
credit will exceed this and that 
the banking system may also 
be called upon to provide ad¬ 
ditional finance for the fcr.ili- 
ser operations of the Food 
Corporation of India. The 
additional demands on these 
accounts may be of the 1 order 
of Rs 400 crores. The nature 
and size of assistance t o be pro¬ 
vided to banks then will be 
discussed at the appropriate 
time. 

Other Refinance 
Accomodation 

All other refinance accom¬ 
modation will be strictly 
at the discretion of the Reserve 
Bank after taking into account 
the banks’ general compliance 
with policy objectives, their 
credit-deposit ratio, sectoral 
priorities in deployment of 
credit and any special consi¬ 
derations that may be relevant 
in individual cases. The 
quantum of discretionary re¬ 
finance and the rate of interest 


on various slabs of such re¬ 
finance will be determined after 
discussions with individual 
banks. Tine rate of interest on 
such accommodation will range 
from 11,5 per cent to 18 per 
cent. 

Export Credit 

A part of the discretionary 
accommodation will be directly 
related to the performance of 
individual banks in the field of 
export credit, wiih particular 
reference to the existing level of 
export credit, likely incremental 
performance, commitments to 
deferred paymenis exports, etc., 
and will be made available at a 
fixed rate of 11.5 per cent. 

Special Discretionary 
Assistance 

The special discretionary 
assistance provided in the past 
in favour of financing petro¬ 
leum companies and public 
sector undertakings will be dis¬ 
continued, save in special cir¬ 
cumstances such as the need 
for forming consortium 
arrangements amongst banks 
to finance large borrowers. 

Bill Rediscount Limit 

A basic bill rediscount limit 
equal to 10 per cent of total 
bills purchased and discounted 
with hanks as of the last Friday 
of September 1975 will be made 
available at Bank Rale. Addi¬ 
tional bill rediscount limits will 
be granted at the discretion of 
the Reserve Bank after dis¬ 
cussions with banks at rates 
ranging between 10 and 15 
per cciV. Such limits will be 
fixed broadly on the basis of 
prcic.ices followed last year. 

Measures of Flexibility 

Within this overall structure 
of policy, in order to bring 
about a measure of manoeuvra- 
biltiy in the credit operations of 
banks to enable them to res- 
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pond to the complex situation 
prevailing in the economy, the 
following measures of flexibi¬ 
lity have been decided upon: 

Margins on book debts and 
Inventories: The additional 

margins on book debts and 
inventories imposed in Novem¬ 
ber 1973 (10 per cent on ad¬ 
vances against inventories, 10 
per cent on advances against 
book debts arising out of sales 
to government and semi- 
government bodies, and 20 per 
cent on advances against other 
book debts) will be withdrawn. 
Banks should, however, use 
their judgement regarding any 
reduction from the existing 
levels of margins; these deci¬ 
sions should be based on the 
merits of each case, having 
regard to factors such as 
the permissible level of inven¬ 
tory, the borrower's deployment 
of owned funds, and the nature 
of business activity. 

Credit authorisation: Con¬ 
sistent with the steps being 
taken to implement the recom¬ 
mendations of the Tandon 
Study Group, the minimum 
limit in respect of prior credit 
authorisation will be raised 
from Rs 1 crore to Rs 2 crorcs 
for private sector undertakings. 
Banks are, however, expected 
to ensure that this does not 
result in any dilution of the 
standards of credit discipline 
in regard to both appraisal and 
supervision, 

Commitment charge: The 

system of levying the commit¬ 
ment charge of one per cent on 
the unutilised portion of cash 
credit will be withdrawn. 

Terms loans: It is necessary 
that, in the context of the need 
to stimulate investment in the 
economy, the commercial banks 
seek to provide larger term 
loans for periods beyond three 
years at a somewhat reduced 


cost. The Reserve Bank has 
already given guidelines regar¬ 
ding the areas where the com¬ 
mercial banks should provide 
larger term loans. It will be 
desirable if banks charge 
interest not exceeding 15 per 
cent on term loans for periods 
beyond three years. 

Selective Credit Controls 

Taking into account the anti¬ 
cipated increase in the output 
of agricultural commodities 
and the needs of agro-based 
industries, the selective con¬ 
trols will be operated with 
some flexibility in the matter of 
minimum margins. 

Sugar: Instead of the present 
minimum margins of 15 per 
cent on levy sugar and 25 per 
cent on free sale sugar, it is 
proposed to stipulate a unified 
margin of 15 per cent on both 
levy and free sale sugar. 

Groundnuts: The margin on 
advances against stocks of 
groundnuts in the stales of 
Maharashtra and Gujarat is 
being reduced from 75 per cent 
to 60 per cent. 

Paddy: The margin on ad¬ 
vances against paddy to rice 
mills is being brought down 
from 45 per cent to 35 per cent. 

Cotton textiles: The margin 
on advances to traders, dealers 
and agents against cotton 
textiles (including cotton yam 
and fabrics and yarn made out 
of manmade fabrics) is being 
reduced from 40 per cent to 
30 per cent. Banks are also 
advised to adopt some flexibi¬ 
lity in respect of margins 
against stocks of controlled 
varieties of cloth by allowing a 
reduction in margin by five 
percentage points. 

Essential consumer goods: In 
the case of essential consumer 
goods other than foodgrains. 


the banks are being advised to 
maintain a margin of 10 per 
cent on stocks in respect of 
advances to st at e/cent ral 
government agencies under¬ 
taking the distribution of such 
commodities, subject to the 
availability of government 
guarantee. 

The Governor of the Reserve 
Bank has urged that, in plann¬ 
ing credit deployment, banks 
should give primary attention 
to the requirements of public 
food procurement, fertiliser 
distribution, exports, public 
sect or manufact uring unit s, 
industries in core and mass 
consumption areas, small 
borrowers including small-scale 
industries and term loans to 
stimulate investment in priority 
areas. 

The overall credit expan¬ 
sion during the ensuing 
busy season, it is stated, would 
have to be sustained in the main 
through the banks' own re¬ 
sources after providing for 
statutory requirements. The 
Reserve Bank support except 
in respect of food procurement 
credit will be essentially of a 
limited and temporary nature 
to meet the pressures from 
seasonal industries. Banks 
should make sure that 
too much reliance on this 
sources does not create pro¬ 
blems of liquidity and endan¬ 
ger their overall credit plans. 

Inflationary Pressures 

A review of the monetary 
and credit trends reveals that 
the severe inflationary pressures 
witnessed in 1973-74 have been 
brought under check by the 
package of monetary and credit 
measures taken along with the 
fiscal and administrative steps 
initiated by the government. 
The wholesale price index, 
which touched a peak of 330.7 
in September 1974, stood at 
308.4 in the middle of October 


1975. Monetary expansion 
has also been contained with 
money supply showing a rise of 
6.3 per cent in 1974-75, against 
a little over 15 per cent each in 
1973-74 and 1972-73. Never¬ 
theless, the overall economic 
situation cannot be viewed 
with complacency. Whole¬ 
sale prices have remained 
more or less unchanged since 
March 1975 and the expansion 
in money supply during the 
current financial year so far 
(October 17, 1975) has already 
exceeded five per cent, as 
against a little overtwoper cent 
in the corresponding period 
last year. 

Food Credit 

Due largely to a big 
increase in food credit the 
expansion in gross commercial 
bank credit during the 1975 
slack season (Octobei 17, 1975) 
has also been larger at Rs 527 
crorcs. whereas last year during 
the same period there was a 
decline of Rs 47 crores. There 
has doubtless been a faster 
accretion to aggregate deposits 
(Rs 1,130 crores, against Rs 
905 crores), but the banking 
system's indebtedness to the 
Reserve Bank at Rs 273 crores 
on October 17, 1975 was not 
inconsiderable, although a good 
part of the Reserve Bank assis¬ 
tance was provided on account 
of financing public food pro¬ 
curement operations. While 
a good agricultural crop is 
expected, some parts of the in¬ 
dustrial sector have been 
adversely affected by a slacken¬ 
ing of demand, both domestic 
and foreign, requiring an ad¬ 
justment in production and pri¬ 
ces to market conditions; such 
trends are particularly evident 
in industries such as steel, tran¬ 
sport equipment and industrial 
machinery. The revival of 
demand in these areas would 
obviously depend on a selective 
increase in investment expendi¬ 
ture. 
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Despite the dust and the din 

Predictably tiiu president of Mrs Gandhi's Congress Party was right on the spot with 
his instant comment. Said Mr D.K. Borooah: “It is a day of joy and happiness be¬ 
cause the miscarriage of justice has been rectified by the Supreme Court. The prime 

ministers election has been upheld as proper and just without any reflection on her". 
What Mr Borooah tells us three times must be true. 

Nevertheless, we must point out that Mr Borooah has not been fully fair to par¬ 
liament. Quite clearly if was, that august body which had rectified “the miscarriage of 
justice", assuming that there had been miscarriage of justice as a result of the judgment 
of the Allahabad High Court. This it did by amending the election laws with retros¬ 
pective effect. What the Supreme Court has done is merely to hold unanimously that it 
was within the power of parliament to amend the law in this manner and that conse¬ 
quently Mrs Gandhi’s election became valid in terms of the election laws thus 
amended. 

Even Mr Borooah must concede that only one of the five judges on the Supreme 
Court bench dealt with the judgement of the I owe. court on its merits and came to the 

conclusion that the Allahabad High Court's judgment had to he set aside on grounds 

of both facts and law. The other four judges, including the chief justice who presided 
over the bench, while setting aside the Allahabad High Court's judgment, did so only 
in teims of their opinion that (he e'ccion laws had been validly amended by parlia¬ 
ment and that the laws as amended could and should govern retrospectively the judg¬ 
ment of the Allahabad High Court. 

While the ruling party and its henchmen cannot of course be presented from making 
political hay out of the unanimous verdict of the Supreme Court upholding the leaality 
of the Election Laws (Amendment) Act, 1975 and consequently invalidating the *judg- 
mcnl of the Allahabad High Court which had declared Mrs Gandhi’s election to the 
Lok Sabha void, ti must be emphasized in the larger interests of ihe country that what 
is of permanent value to the long-term future of democracy and indeed civilized 
government in our countiv is the body of \ic»vs pronounced by the Supreme Court 
bench on the 39:h amendment to the Constitution. 

Clause (4) of article 329-A inserted by the 39th amendment, was held by the chief 
justice to offend the rule of law. Mr Justice H R. KJtanna characterized this ctause as 
incompatible with the concept of free and fair elections since it sought to put a stamp 
of validity on the election or a candidate by saving that a challengedo such an eleclion 
would not be governed by any election law and that the election in any case would be 
valid and immune from challenge. In his view the fact that the candidate was the prime 
minister or the speaker of the lower house would, if anything, add force to the above 
conclusion because both these offices represented the acme of democratic processes. In 
the event. Mr Justice Khanna declared that he was of the view that clause (4) should be 
struck down in its eni iretv as it violated the principle of free and fair elections which was 
an essential postulate of democracy and which in turn was part of the basic structure of 
the Constitution. 

Mr Justice K.K. Mathew concurred with this view of clause (.4) of article 329-A 
which he held t o lie “bad". He said that if clause (.4) was an exercise in legislative valida- 
tion without changing the law which made the election invalid, when there ought to have 
been an exercise ol judicial power ol ascertaining the adjudicative facts and applying 
the law. The clause, he held, would "damage the democratic structure of the Consti¬ 
tution as the Constitution visualizes the resolution of an election dispute by a petition 
presented to an authority exercising judicial power”. 

Mr Justice Y.V. Chandrachud declared that the provisions in calusc (4) were an 
“outright negation” of the right of equality before law conferred by article 14, a ri ght 



which more than any other was a basic 
postulate of the Indian Constitution. 
While allowing that different rules might 
apply to different conditions and classes 
of men and even a single individual might 
by his uniqueness form a class by himself, 
he wondered what was the nexus of that 
uniqueness with the law providing that the 
election of the prime minister and the 
speaker to the parliament would be above 
all laws and that their elections would be 
governed by no norms or standards appli¬ 
cable to all others contesting that election 
and that an election declared to be void 
by a High Court’s judgment should be 
deemed to be valid. He emphasized that 
it was the common man’s sense of justice 
which sustained democracy and there was 
a fear that the 39th amendment by its 
impugned pari might outrage that sense 
of justice. He therefore declared that 
clauses (4) and (5) of article 329-A were 
afbitiary and calculated to damage or des¬ 
troy the rule of law. 

Mr Justice. M.H. Beg, after coming to 
the conclusion that clause (5) did not bar 
the jurisdiction of the Supreme Court to 
go in to and determine the merits of Mrs 
Gandhi's appeal or the cross appeal by 
Mr Rajnarain, was tempted to add that he 
was “prepared to concede that t here may be 
and was some very useful political objec¬ 
tive to be served by demonstrating the 
strength and the ability of the government 
to face the difficulties with which it had 
been confronted” and “if that be so, wc 
can certainly say that clause (4) of article 
329-A had a political objective and utility 
which lias been served”. 

It is clear that the majority view of this 
Constitution Bench of the Supreme Court 
ovv clause (4) of article 329-A inserted 
by the 39th amendment will ultimately 
prove to be a major gain for the cause of 
democracy with its postulates of the rule 
of law and t he equa 1 it y of ci t i zc ns be fore 
law. Mr K.K. Mathew was moved to 
use at one place (he phrase “the exercise 
of despotic power” while dealing with 
the substance of the 39lh amendment 
relating to clause (4) as well as the spirit 
in which this amendment had been 
conceived and passed. It is entirely 
to the benefit of the nation that it has 
now been established that those who 
resort to such attempts at exercising des¬ 
potic power should be forced to give an 


account of themselves by the citizens of 
this country through the judicial processes 
available to them under the Constitution 
of their state. 

In an aside in the lighter vein, 
perhaps, Mr Justice Y. V. Chandra- 
chud drew the distinction between the 
power of the British and Indian parlia¬ 
ments. He said that the British parlia¬ 
ment, in its unquestioned supremacy, 
could with impunity legislate for the boil¬ 
ing of the Bishop of Rochester's cook, but 


Some commentators in the press have 
bent over backwards to welcome the credit 
policy announced by the Reserve Bank for 
this busy season. An editorial in The 
Financial Express . for instance, suggests 
that “trade and industry have good reason 
to feel partially satisfied with the relaxa¬ 
tions in credit restrictions.” The phrase 
“good reason to feel partially satisfied” 
reminds us of the curate's encounter with 
the egg at the vicar’s breakfast table. 
Actually the Reserve Banks' latest version* 
of credit policy can easily stand some¬ 
what less patronizing scrutiny. The 
Finance minister having ruled out general 
reflation, changes in credit policy neces¬ 
sarily have to be purpose-oriented in 
severely specific terms. They have to be 
related strictly to the real and emerging 
needs oft he busy season and the correction 
of angularities in the application of general 
formulae which might have become evi¬ 
dent in the experience of recent months. 

Thus, the additional margins on book 
debts and inventories imposed in Novem¬ 
ber 1973 - -10 per cent on advances against 
inventories, 10 per cent on advances 
against book debts arising out of sales to 
government and semi-government bodies 
and 20 per cent on advances against other 
book debts—have been withdrawn. 
Simultaneously, the minimum margins on 
bank advances against commodities such 
as sugar, groundnut and paddy, as well as 
margins on advances to traders and dealers 
against cotton textiles, have been jeduced. 
Although business interests have been 
pressing the government for unscrewing 
the credit squeeze, it would be wrong to 


the Indian parliament would not direct that 
an accused in a pending case should stand 
acquitted or that a pending suit should 
stand decreed although princely India, in 
some parts, often did it. Princes were 
derecognized some time ago and privy 
purses abolished, but the spirit of princely 
India or its legacy may not be dead in its 
entirety. Hence it is that the exercise of 
despotic power, whenever attempted, must 
be brought before the courts and made to 
answer fot themselves within the hearing 
of the public. 


regard these relaxations simply as a con¬ 
cession to their point of view. The smooth 
and sufficient financing of normal trade 
movements of sugar, groundnut, paddy 
or other essential commodities is not a 
sectional interest but a national necessity. 

Similarly, there can be no two opinions 
on the need for extending credit or other 
facilities to the cotton textile industry for 
tiding over the problems of transition to a 
buyers* market: in fact, many would argue 
that, given the far from limited charac'er 
or range of the recession in demand for 
various kinds of manufactured goods, 
even selectivity could, in this respect, have 
been a little less cribbed or confined. In 
a season of increased agricultural pro¬ 
duction. the primary producers and the 
ultimate consumers stand to benefit at 
least as much as the intermediaries in the 
production or distribution processes by 
the freer turning of the wheels of credit. 

The new governor of the Reserve Bank, 
making his debut on the stage of public 
exposition of credit or monetary policy, 
has said that it is imperative that the efforts 
made to sustain growth or stimulate invest¬ 
ment do not cause the economy to move 
towaids another bout of inflation. This 
may not exactly be an original contribution 
to economic wisdom, conventional or 
otherwise, but Mr Puri may be compli¬ 
mented on his caution, although he does 
not have any option. The Finance minis¬ 
ter, while being fully willing to accept 
praise or even flattery as the government's 
just due for controlling inflation, has had 
enough detachment to discourage prema- 


Money not for jam 
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ture whistling in the woods. He has been 
asserting tirelessly that the ghost of infla¬ 
tion has yet to be truly and finally laid and 
that there can therefore be no hurried 
dismantling of the government's anti- 
inflationary strategy initiated in July 1974. 
Mr Puri has now usefully emphasized one 
of the basic implications of this analysis 
for central banking policy. 

Monetary indicators certainly justify 
this emphasis. In the first six months 
of the year net bank credit to the govern¬ 
ment has increased by nearly Rs 1,000 
crores as against Rs 600 croies during the 
corresponding period of last year. The 
Finance minister has been saying that the 
government’s policy is to depend on higher 
levels of public investment for sustaining 
or promoting the volume of economic 
activity. There is however not enough 
information available regarding the extent 
to which this approach may be responsible 
for the extent of deficit financing which 
is still being resorted to by the govern¬ 
ment. 

Meanwhile money supply with 
the public has expanded by about five 
per cent so far as again! a little over two 
per cent in the same peniod of 1974-75. 
The Reserve Bank, obviously, docs not 
want to add fuel to any fire that there may 
be. It has been explained on its behalf 
that the new credit policy would be firm 
on pegging RBI accommodation to the 
banking system at the level of the last busy 
season. Under this dispensation banks 
are expected to meet increases in the 
demand for credit facilities by continuing 
to deploy 64 per cent of their deposit 
accretion while simultaneously labouring 
to mobilize more and more deposits from 
the put> ] ic. 

It has been made clear that the financing 
of food procurement would be fully taken 
care of by the Reserve Bank providing 
refinance accommodation to the extent 
necessary. Refinance facilities will be 
available for other purposes only in the 
discretion of the RBI after taking into 
account the banks’ general compliance 
with policy objectives, credit-deposit 
ratio, sectoral priorities in the deployment 
of credit and any special considerations 
that may be relevant to individual cases. 
It is worth noting, however, that the Re¬ 
serve Bank has nevertheless doubled the 
limits from Rs 1 crore to Rs 2 croies in 


respect of credit that can be given to the 
private sector without scrutiny. 

An editorial in The Statesman has argued 
that the increase in credit to the commer¬ 
cial sector is deceptive “since a great pari 
of it has gone towards financing procure¬ 
ment by the Food Corporation, which can 
be considered part of the private sector 
only by stretching one’s imagination.” 
But, surely, food procurement is essentially 
a commercial operation, whether a govern¬ 
ment agency docs it or the private trade 
channels do the work. The precise nature 
of the institutional arrangements for food 
procurement is clearly not relevant here 
and it would certainly be illogical to regard 
the financing of food procurement as 
public expenditure in the sense in which 
public expenditure is normally under¬ 
stood simply becausc the Food Corpora¬ 
tion is doing some of the procurement or 
trading. In any case, there is no need to 
press into service such subtleties about 
sectoral differences either for urging credit 
discipline or the government or for plead¬ 
ing for credit facilities for industry or 
commerce. 

The Reserve Bank has, skilfully or 
otherwise, skirled around the issue of the 
cost of bank credit. It has noted the 
existence of a clamorous demand on the 

Esperanto 

George hlrnard Shaw wished that there 
were a single simple language in which all 
people could communicate among them¬ 
selves. He called this dream language 
“Esperanto” and made a bequest for its 
invention and promotion. The world has 
not taken this notion seriously. The 
common man continues to babble with 
his fellow-men in a never-ending Babel. 
The language of politics, however, seems 
to be developing an international alphabet 
of its own. To prove my point I am tak¬ 
ing the liberty of quoting rather extensively 
from the observations which President 
Marcos of the Philippines made in the 
course of a talk he had with New.surek's 
correspondent, Paul Brinkley-Rogcrs, who 
recently visited Manila. 

“I have used martial law”, claimed 
Marcos, “as an instrument for reform and 
revolution”. He went on to explain: 
“This, of course, outrages classical con- 


part of business borrowers for relief from 
the high cost of bank money and has made 
marginal concessions by imposing a ceil¬ 
ing of 15 per cent on term loans exceed¬ 
ing three years and withdrawing the one 
per cent commitment charge prescribed 
for the unutilized portion of cash credit. 
For the rest, dear money is to remain dear 
as ever. 

The corporate sector or other 
business borrower', have not only been 
living with dear bank money for well over 
a year now but have also been courting 
even dearer money in the form of deposits 
from the pub’ie. They are yet to show 
that they are either unwilling or unable to 
do business with a sellers’ market in 
money. In any case, the reorganization 
of the interest rate structure, which has 
taken p’ace as part of the governments 
anti-inflationary strategy, is of too basic a 
nat urc t o be t ampered wit h. If any major 
changes are to be effected, this can or 
ought to be done only as an integral part 
of a larger policy for stimulating the eco¬ 
nomy without risking the return or re- 
activisation of inflation. Even then, the 
capital-short and capital-hungry economy 
of this country cannot afford to be any 
thing but careful about money or the 
using of it. 

in politics 

stiluiionalists who tend to be critical be¬ 
cause they cannot understand how a 
weapon of consolidation from colonialism 
can be utilized for radical reform. But 
consider the problems that confronted us. 
There were very many deep, solid grie¬ 
vances among the people, including a 
feudalisttc land-tenure system, labour not 
participating reasonably well in industry 
and corruption endemic in government. 
Then there were the undisciplined politi¬ 
cians who tended to create their own en¬ 
claves- their own kingdoms. We dis¬ 
mantled no less than 200 private armies 
and 250 criminal syndicates. Wc took 
in 630,000 firearms of all calibres”. 

The President of the Philippines asserts 
that the purpose of his martial law is not 
only dismantling the apparatus of rebel¬ 
lion but extirpating the causes of rebellion 
which are, in his words, "‘the deep, valid 
grievances of our people”. Marcos pro- 
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cceds: “The problem is that most develop¬ 
ing countries are agricultural in economy. 
This being so, the matter of food and rural 
improvement becomes very vital. It not 
only goes into the income of farmers, it 
goes into the entire economy. You see. 
the farmer per se —is so degraded by the 
feudalistic system that first of all there's 
no incentive to produce more. And 
secondly, he doesn't constitute a market 
for your domestic indust lies. And thirdly, 
he produces children that are, perhaps, 
worse than his own generation. They are 
potential revolutionaries. The principal 
factor in development --economic a> well 
as security- is the farmer. Fverything 
we have started out to do is aimed at up¬ 
lifting him. We are proud of our rural 
credit system. Never before have our 
farmers been given credit without colla¬ 
teral. This year, for instance, in rice 
alone, we lent out 100 million pesos 
($13.5 million) and we increased our rice 
production*’. 

Asked whether he was saying that it 
took a strong authoritarian government 
like his to organize and get things done in 
a developing nation. President Marcos 
replied: “Yes, given the situation we were 
in. Then was anarchy and rebellion by 
the rightists and the leftists, plus the 
Muslim secessionist movement, and now’ 
the new problems of recession and infla¬ 
tion, which have become more urgent. It 
has been impossible to avoid what the 
classical constitutionalists call a ‘crisis 
government’ because the nation is in 
crisis.” 

Asserting that there was a continuing 
necessity for martial law President Marcos 
said in reply to a question put to him on 
this point: “Yes. to the extent that wc 
need, for instance, to eliminate without 
much ado the corrupt and dishonest, 
which I am doing right now. Yes, to the 
extent that wc must dismantle the Muslim 
secessionist movement and meet with 
instant reaction any added danger lising 
out of the economic crisis, just like these 
OPEC prices. Look at poor President 
Ford. He hasn't been able to pass any 
fuel programme, and the other countries 
too. Of course. I’m not saying that 
martial law would be good for other 
countries. No. Absolutely not. It’s not 
the ideal formula. It’s just a passing 


phase. It’s transitory. It’s temporary. 
We are going to move to a parliamentary 
system of government. There’s no doubt 
about that. But there cannot be any time 
schedule because there is no time schedule 
for the economic crisis.” 

Giving his views on the lessons to be 
learnt fiom the Philippine experience as 
far as Third World development was 
concerned. President Mateos stated: “The 
Philippine experiment may present to 
nations in a similar situation an alternative 

"Dawa" 

Big ( itils have been in the news what 
with New York teetering on the crumbling 
edges of municipal solvency and Mrs 
Indira Gandhi expressing exalted concern 
over the immediate future of Calcutta. 
Delhi too has its share of troubles and if 
they arc still very much on this side of 
disaster, it is because, though large and 
sprawling Delhi is, it has not yet become 
physically unmanageable as metropolises 
go. The more is the pity that many of 
its public utilities or essential civic faci¬ 
lities should be in worse shape than the 
corresponding services in, say. Bombay 
or Madras. 

Mr Jag Parvesh Chandra, deputy chair¬ 
man of the Metropolitan Council, Delhi 
evidently, is more concerned about this 
than most of us. In any case he believes 
that he has got a remedy for Delhi's ills. 
Since it is faith that is supposed to keep 
the world going round, there is no reason 
why this virtue of the human heart cannot 
assisr in preventing Delhi going under. 
Mr Jag Parvesh Chandra’s recently publi¬ 
shed monograph on the subject* should 
therefore be taken sufficiently seriously. 

The probbm with India’s capital city, 
of course, is that, like India itself, it is 
overgoverned but undcradministered. 
Politicians naturally have something to do 
with this but, being a politician of sorts 
himself, the deputy chairman ol the 
Metropolitan Council, Delhi, would rather 
not concede this if he could help it. 
Fortunately, he could not. Indeed we find 
him devoting a good part of his short study 
to the havoc which party politics had 

* Remedy for Delhi's Ills ; Metropolitan Book Co. 
Pvt Ltd; l, Netaji Subhash Marg, Delhi-110 006; 
Pp 40; Price Rs 5. 


to violence, an alternative to revolution. 
In the past, the most adequate available 
means to bring about radical reform was 
violence. Perhaps, the Philippine experi¬ 
ment points to another alternative—4hat 
is, constitutional authoritarianism. It 
works, provided it is supported by the 
people. This, of course, is the condition.” 

Who can say that Asia of the closing 
decades of the twentieth century is wanting 
in political scientists or philosopher- 
statesmen? 

for Delhi 

wrought on the integrity and efficiency of 
the Delhi Municipal Corporation which 
happily was superseded in March this 
year. 

Mr Jag Parvesh Chandra notes that 
much of the blame for the failure of 
the Corporation would rest on a major 
structural fault, namely, the “water-tight 
bifurcation” between the deliberative and 
executive functions of that body. This 
has meant that “the mayor, although 
elected head of the Corporation, by virtue 
of his office can listen at length to the 
deliberations of th“ members but can 
deliver little on their behalf.” 

To make matters worse, under section 
of the Delhi Municipal Corporation 
Act, 1958, “the entire executive power 
for the purpose of carrying out the 
provisions of this Act vests in the 
Commissioner” with the result that 
the mayor cannot pass any orders on 
the tiles or even record his observations. 
In such a situation the power given to the 
Corporation under section 89 of the Act 
“to appoint officers as it may deem fit, 
on such monthly salaries and such allo¬ 
wances, if any, ;»s may be fixed by it” 
is a sure guarantee of the more adventurous 
or the less unscrupulous among the city 
fathers indulging in political patronage 
or other forms of corruption. This, Mr 
Jag Parvesh Chandra asserts, is the princi¬ 
pal reason why the Corporation has come 
to grief. Here he quotes approvingly the 
view expressed by a prominent Delhi 
citizen that “politics has got into all cadres 
of the administration with the result that 
even routine work was paralysed.” 

Mr Jag Parvesh Chandra, however, 
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dwells on these matters only to the extent 
of establishing on firm ground his plea 
and case for major surgery on the civic 
set-up for the sake of the future. He 
starts with the proposition that the civic 
needs and problems of what he calls the 
overgrown city of Delhi, comprising both 
urban and rural areas, each with its own 
pattern of social or economic life, cannot 
be adequately taken care of by the Munici¬ 
pal Corporation as at present constituted. 
He describes Delhi as a city of many 
“towns”, each town having problems 
peculiar to it. In his view it is therefore 
essential that in the place of one big un¬ 
wieldy municipal corporation, there 
should be a number of municipal commi¬ 
ttees. He fixes his number at eight since 
he believes that Delhi admits of being 
divided logically and reasonably into zones 
of that number for purposes of civic 
administration. Each municipal commi¬ 
ttee under his plan will have an average of 
about 21 elected members with provision 
made for the nomination of some seven 
more. 

The argument is that this proposal 
would have the great merit of involving 
a sufficient number of public-spirited 
citizens with a high sense of civic res¬ 
ponsibility in the administration of the 
capital and providing for the efficient as 
well as enthusiastic practice of democracy 
at the civic level by small self-governing 
groups. Mr Jag Parvcsh Chandra 
hopes that the committees set up under 
this plan would be non-political and would 
recognize and encourage voluntary asso¬ 
ciation of citizens in their respective locali¬ 
ties to organize or participate in various 
public welfare activities. He suggests 
finally a Municipal Board consisting of the 
presidents of the eight committees as 
well as those of the New Delhi Municipal 
Committee and the Cantonment Board 
to be constituted under the chairmanship 
of the chief executive councillor so that 
the activities of these committees could 
be properly planned and coordinated. 

Mr Jag Parvesh Chandra emphasizes 
the point that, under his scheme the 
Delhi Administration will have super¬ 
visory control over the proposed muni¬ 
cipal committees. This would be a 
departure from the present situation in 
‘which the Delhi Administration has no 


jurisdiction whatsoever over the Delhi 
Municipal Corporation since all authority 
in this case vests in the central government. 

While the deputy chairman of the 
Metropolitan Council, Delhi, demands 
that the superseded Municipal Corporation 
should be given a final and if possible 
decent burial, he is naturally in no mood 
to question the utility of the Metropolitan 
Council. Although this body is supposed 
to give a representative character to the 
administrative set-up in Delhi, it is public 
knowledge that it lias made no positive 
contribution either to the morale or the 
performance of tnc civic administration. 
Mr Jag Parvesh Chandra may choose to lay 
the blame for Delhis* ills on the superse¬ 
ded Corporation’s structural faults or the 
“politicalization” of the municipal services 
by the councillors, but the fact remains 
that the Metropolitan Council which, if 
nothing else, is at least high-sounding in 
its name, has proved to be nothing but 
the proverbial fifth wheel in the coach. 
For Mr Jag Parvesh Chandra, however, 
this is only an argument for strengthening 
the authority, status and powers of the 
Metropolitan Council so that it could 
perform its advisory functions in a 
more effective manner. 

It could be said at once that many of the 
suggestions he makes in this connection 
do make sense on the assumption that, 
so long as the Metropolitan Council is 
existing, it might as well he helped to have 
a sense of self-importance which may. 


enable it to take itself seriously. However, 
Mr Jag Parvesh Chandra himself says in 
one place that Delhi's civic administration 
has suffered from a multiplicity of autho¬ 
rities. If there is to be rationalization, 
should not a touch of it be applied at the 
point of the Metropolitan Council? 

The constitution of a number of munici¬ 
pal committees in place of a single Delhi 
Municipal Corporation, howevci, seems to 
be a positive and constructive suggestion. 
The federal principle and the apparatus 
of decentralization might well improve 
the civic health of the capital which has 
suffered greatly and long from the scope 
and play that the existing administrative 
set-up has given to cut-throat, competitive 
party politics. There remains the problem 
of the utilities—water, sewage, electricity 
and transport—and essential services such 
as housing or milk supply. Mr Jag ParveA 
Chandra recommends that the autono¬ 
mous authorities functioning in these areas 
should be brought under the overall charge 
of the Delhi Administration so that, des¬ 
pite the plurality of these agencies, their 
activities could be properly coordinated. 
He details the pattern of control that the 
Delhi Administration should have over 
these autonomous bodies and thoughtfully 
adds that the Metropolitan Council should 
have the right to discuss their budgets 
and annual reports. We suggested at the 
out set that the problem with Delhi was 
that it was overgoverned but under-ad mi¬ 
nistered and Mr Jag Parvesh Chandra’s 
plan should at least contribute towards re¬ 
medying the latter defect. 
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•*1 These general considerations apart, the question 
of more direst interest to India is how far American 
{’capital would be forthcoming for her devetop- 
i{mental schemes. Whether India should become 
a net borrower if sterling balances are made availa¬ 
ble will depend upon the rate of economic develop¬ 
ment' that is possible* But there is no one in 
India to-day who feels sure of the availability of 
sterling in quantities and time needed by us. Some 
dollar loan is therefore inevitable. It may be that 
as past of an arrangement between Britain and the 
USA., India (and other countries) may be granted 
facilities to convert a portion of sterling into dollars. 
But if this is conditioned by a scaling down clause, 
the Indian public would oppose it. Any loan 
granted to India should not nave strings tied to it. 


There are indications however that the USA may 
be persuaded to grant some credits through the 
agency of the Export-Import Bank. But if more is 
required, the general feeling there is that is should 
take the form of dirc:t participation. There is here 
gap between the Indian point of view and the 
American which, unless bridged, may not lead to 
any considerable financial co-operaticm. The 
terms offered by India are not much as appeal to 
the majority of American investors. The latter 
feel that unless they have a voice in the production, 
accounting product standards and marketing 
methods, their participation would not be readily 
forthcoming. Indian approach is still coloured by 
past memories of economic imperialism, which 
probably will disappear only with political freedom. 
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Once again this year. Philips 
technicians will share their 
know-how with others. 

At Philips India, 
skill formation is too 
important to be reser¬ 
ved only for our own 
people. It is shared with 
suppliers, dealers and 
small-scale industry 
engineers. We advise 
them on shop-floor 
operations and all 
aspects of marketing, 
finance and production. 

And because Philips' 
five hundred and sixty- 
one ancillary suppliers 
are encouraged to widen 


their business interests, 
these skills go to help 
every other industry 
they serve. At present 
our ancillary units have 
a turnover of Rs. 717 
million, of which Philips 
India accounts for only 
Rs. 110 million. 

In fact, some small- 
scale industries which 
were fostered by Philips, 
are now exporters in 
their own right of 
sophisticated electronic 
equipment. 
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POINT OF VIEW! 

Cotton textiles: as industry sees it 

M. D. Dalmia 


Tjilri. tan he no two opinions on the 
paramount need of export of products 
of cotton textile industry, hxports of 
cloth and yarn, garments, and made-ups, 
not only help in earning the precious 
foreign exchange hut also help building 
up a healthy domestic market for these 
goods. In fact, exports to external mar¬ 
kets and consumption in domestic market 
are so much linked that set hack to one 
automatically strikes at the root of the 
other. This I am mentioning to emphasise 
that in order to keep domestic markets 
healthy and active, our niunufuctuicr:. have 
always to hear in mind the importance 
and nccessily of mnimaimng exp- >r(s even 
at a disadvantage and some loss. \\ is 
undoubtedly true that no industry or trade 
can survive for long without making 
reasonable profits, but, since economic 
situations differ from period m> period, 
decisions cannot He confined to immediate 
considerations only and they have to he 
extended to future eventualities ami future 
welfare, because the future welfare becomes 
the present welfare at certain period of 
time and sacrifices have to he made foi the 
purpose. It is pertinent to mention here 
that international trade activities mv full 
of haul competitions and those who offer 
lower prices for goods of standard dimen¬ 
sions and quality only succeed. Apart from 
dimensions and quality, the exporters have 
to ensure that goods are shipped in time 
and delivered intact 10 the buyers. If 
the buyers sutler on account of purchasers’ 
slackness, inefficiency or difficulties, may 
be due to any reason, naturally they turn 
to other sellers and business suffers. 

subdued markets 

International markets are still subdued 
for one reason or the other and it i> not 
easy for Indian textile industry for main¬ 
taining its last year's achievement or 
expand it in an easy manner, particularly 
in face of still’competition from countries 
like Japan and Hongkong which ate belter 
placed in the matter of modernisation of 
machinery and equipment, labour pro¬ 
ductivity and many other aspects. Hut 
still the Indian Textile industry has to 
girdle its loin and face the challenges 
even with inferior equipment and otiicr 
disabilities. Nevertheless, the government, 
has to come to its rescue and render 


r - 

Excerpts from the address of the 
President of the North India 
Cotton Textile Mills' Association 
at the Eleventh Annual Function 
held in New Delhi on October 28. 
Excerpts from the address of the 
union minister of Commerce, who 
was the chief guest, follow. 

\--- j 

assistance because it is difficult for anyone 
to keep on fighting with a rifle against an 
opponent with a machine gun. I would 
like to draw the respected minister's atten¬ 
tion to a few points in this connection: 

(a) Inch and every mill is not suitably 
equipped to manufacture goods for export 
markets. There are of course some mills 
who have created equipments and other 
facilities for export activities. Some of 
them would like to expand and some of 
them would like to modernise. Such 
units should be rendered maximum assis¬ 
tance by money, by equipment (even if it is 
to be imported) and by removing hurdles, 
such as are created by MRTP and policy 
decisions. These social restraints are desi¬ 
gned to render protection to smaller ent¬ 
erprises against monopolistic evils, but if 
the bigger houses arc permitted to develop 
export potentiaK no harm is going to be 
caused l o any bod v. < )n i he other hand, t he 
smaller enterprises for whose protection 
the legislative lnudlcs arc create^, arc 
going to be benefited. 

(b) Expansion of I coinage is not per¬ 
mitted to existing composite mill* unless 
they guarantee export of a huge proportion 
of its products. Since there are a lot of 
uncertainties and risks involved in such 
guarantees, hardly a few come forward for 
such expansions. In consequence, the 
export potential which lies much larger in 
modern machinery and equipment does 
not expand as it would have expanded had 
three been no hurdle to such loomage ex¬ 
pansion schemes. The idea of this brake in 
the expansion of loomage by government 
appears to be to encourage a speedier ex¬ 
pansion in handlooms and power looms. 
This is understandable. Handlooms and 
power looms by and large can fulfil the 
needs of local population only and that 
too for limited varieties. Moreover, the 


ever expanding population of this country, 
in spite of family planning activities, is 
generating enough demand every year for 
the expansion of handlooms and power 
looms. 

It is true that hand loom products 
also contribute to export efforts and there 
is enough scope for further expansion 
but yet the scope for export of the mill 
industry's products is much bigger than 
that of handlooms. It is not our desire to 
suggest steps or measures at the expense 
of the export potential of handlooms. 
What is emphasised here is that any ex¬ 
panded activity undertaken by the mill 
sector for promotion of export can never 
hurt the handlooms in any manner. I 
need not enumerate the various kinds of 
cloth that can be manufactured by mill 
industry only for the purpose of export, 
but expansions of loomage in mill industry, 
even without any guarantees, can never 
stand in the way of expansion of hand¬ 
looms. The Task Force of the Planning 
Commission for the fifth Plan has made a 
strong recommendation for expanding 
weaving capacity. 

compulsory exports 

(c) It is rumoured at time* that the 
government may launch a scheme of com¬ 
pulsory exports. It has already been 
fried once. 1 mo.,| respectfully submit 
here that compulsion m |hc ma ter of 
sales VMtliin the count ry is ent irely different 
than compulsion in the matter of sale in 
foreign markets. The moment foreign 
btiyoi - find that Indi m manid'ac 1 urers are 
under local obligation •»> sell their pro¬ 
ducts, they withdraw from the market as 
far as Indian goods are concerned and 
hold t he Indian sellers to ransom at throw¬ 
away prices. In consequence a lot of 
goods are thrown to i he ^ea with very litt le 
return. 

(d) Some time back an experiment was 
made by asking every textile mill to manu¬ 
facture six per cent additional controlled 
cloth for the purpose of subsidising textile 
exports to other countries. Such an 
incentive had many loopholes and un¬ 
certainties. 1 am glad that this system 
has been discarded and substituted with a 
more realistic system of cash incentives. 
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In fact, the cash assistance should be varied 
from time to time depending on the situa¬ 
tion prevailing in international markets. 
Mills’ contribution to Export Promotion 
Fund now exists in the shape of spindle- 
loom-levy in substitution of manufacture 
of additional controlled cloth. About the 
export incentives, I make a general obser¬ 
vation that simpler they are, more effective 
they arc. 

The government introduced a scheme 
of cloth to be sold at cost price in the year 
1968. The quantity to be manufactured 
was fixed at 400 million metres. The Tex¬ 
tile Industry readily and whole-heartedly 
accepted the scheme for several years and 
it was having a smooth sailing. With 
passage of time, cost of production started 
mounting up and it touched as high as 
double of what used to be in 1968. What 
was sold in 196X ut cost price had to be 
soldpracticallyat the price of raw mate¬ 
rials after a few years causing serious 
anxieties to the Industry. Representations 
to authorities‘became necessary in quick 
succession to avert danger, and finally the 
government decided in 1974 to raise the 
existing quantity of 400 million metres to 
800 million metres with a rise in price to 
the tunc of 39 per cent over the cost 
price of 1968. Even though it afforded 
relief in the original 400 million metres, 
it caused a bigger hardship in the added 
400 million metres which had to he sold 
at much below cost price. In the net result 
the textile industry became a bigger 
sufferer, but again it undertook the obli¬ 
gation in anticipation that things may 
turn for the better and cost of produc¬ 
tion may come down and in further anti¬ 
cipation that it may be a short term pro¬ 
posal in case the cost of production did 
not come down. 

mounting costs 

Unfortunately, the cost of production 
went on mounting in all directions and 
danger of collapse started staring in the 
face of many textile units. Oistresscalls 
and representations became the order of 
the day and mills started eagerly looking 
to authorities for substantial relief. It is 
heartening to note that the gravity of the 
problem was realised and sympathies 
were expressed, but, for one reason or the 
other, no relief has so far been found 
possible to be rendered lo this ailing 
industry. 

1 cannot omit to mention here that some 
complaints and protests of quality of 
controlled cloth were voiced. There is no 
doubt that complaints were justified to a 
certain extent and these occurred partly 
due to poor specifications laid down by 
authorities and partly due to faults of the 
textile mills. Even though the faults were 


committed by a few, the whole industry 
felt repentant and readily agreed to revised 
specifications even though the revisions 
added fresh burden to the industry. 

I may most humbly submit here that 
textile industry is mindful of its social 
obligations and more so in respect of 
controlled cloth which is meant for poorer 
sections of the society, but when the sacri¬ 
fice starts hitting at the root of the 
industry's existence, it has to report its 
distress and danger to the authorities 
concerned. It may be made dear that at 
no time the textile industry has clamoured 
for total withdrawal from its obligations 
but only for a substantial relief to main¬ 
tain its survival and continue the social 
service. 

downward trend 

Some times we come across views that 
prices of cotton have substantially gone 
down. Let us sec. Sir, where we stand. 
In the peak of the season when good 
quality slutf was available, the prices were 
high and most of the commitments were 
made by the industry during that period. 
It is only in the last few months of the sea¬ 
son the prices started receding but the 
quality also started deteriorating. At 
the best, it could be averaged out with 
t he previous prices and the average effect 
still stood at a high figure. But even if 
it is assumed that cotton prices have 
rendered some relief to some of the mills, 

1 would like to bring to your kind notice 
that prices of cloth have tumbled down 
much more. Statistics of cost of produc¬ 
tion have been compiled on the basis of 
cotton proecs and other expenses for the 
period June ’74 lo July 75 and forwarded 
to your ministry, and the net result is 
that decline in the prices of cloth is to the 
tunc of 20 to 30 per cent for various cate¬ 
gories of cloth as against a decline of 11 
per cent in the cost of production includ¬ 
ing dotton, wages, etc. It is, therefore, 
clear that the decline in cost of production 
has been washed out much more by the 
decline in prices of finished products. 

Transfusion of relief has become an 
urgent necessity -a bigger necessity did 
not exist at any time in the past. The 
reserves in many mills have all been eaten 
away by losses and some of the units are 
living on borrowed money. How long can 
they continue. Sir, in this way? Is it in 
the national interest to see a premier 
industry like the textile industry, languish¬ 
ing in such a manner? 

The government is collecting excise 
duties even on controlled cloth. The 
duties are by way of sales-tax, handloom 
cess, basic duty on higher medium cloth 
and by way of yarn, and processing duties. 


These duties of course are collected from 
the consumers and given to the govern¬ 
ment. What your attention is drawn to 
is: Is it fair that the government continues 
to collect duties on a cloth which is needed 
for poor section of the society and for 
which mills are called upon to make a 
sacrifice of 80 to 90 crores of rupees every 
year even risking their existence? Will it 
be too much to expect that atlcast for the 
period the industry is in distress, the 
government pay back the duty so collected 
by way of relief rebate to textile Industry? 
The more stable relief would lie of course 
in raising the prices of the controlled cloth 
to a fair extent so that the cloth is allowed 
to remain sufficiently cheap for f he poor 
sections and at the same time reduce the 
sacrifice to a survival level. 

So far the controlled cloth was distri¬ 
buted through NCCF and its representa¬ 
tive organisations. The latest pronounce¬ 
ment -which is yet to be published—- 
appears to be that 2/3rd of the total 
quantity is to be handled by NCCF and 
the balance 1 /3rd by the manufacturing 
mills themselves through their retail 
shops owned or engaged. Let us sec how 
il works. But about the 2/3rd cloth which 
is more than 500 million metres, I have to 
draw your kind attention to genuine finan¬ 
cial difficulties faced by the mills. 

delay in payments 

Aflcr the despatch of the goods to NCCF 
and its representatives, it lakes 1 to 3 
months to receive the payment. Now you 
will kindly appreciate that a cloth that is 
being sold for the benefit of the poor 
people a sacrifice to about a rupee a metre 
should not impose a further burden of 
blocking money for long periods because 
such blockade does not help the poor 
people at all. As slated earlier, the textile 
mills are passing through a very difficult 
period suffering losses every month and it 
is almost impossible to find money for 
such blockades. liven for accumulations 
of controlled cloth in the mills godowns, 
the mills deserve to have adequate financial 
facilities. J suggest the following pro¬ 
posals for your kind and sympathetic 
consideration to remedy these difficulties. 

(a) NCCF or their representatives 
should lift the cloth from the factories 
against L/Cs or against cheques ready for 
encashment. 

(b) On accumulations of controlled 
cloth in the mills, banks advance money 
with a margin of 25 per cent. Since there is 
absolutely no risk involved in the fall of 
controlled cloth prices, banks should pay 
full value to the mills without demand of 
any margin because banks advancing 
money is fully secure in the controlled 
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cloth whose ruling value is always much 
more than the stamped prices. 

(c) The money advanced by the banks on 
stocks of cotton is subject to a margin of 
35 per cent, it would be fair and reason¬ 
able that no margin should be applied for 
24 per cent of the stocks of cotton; which 
are bound to be used in the manufacture 
of controlled doth. 

I hope these proposals would receive 
your kind and sympathetic and urgent 
consideration. 

You are aware, Sir, that there are more 
than 250 textile mills which are engaged 
in the manufacture of yam only. These 
mills arc also in distress because the 
stocks have piled up in their godowns and 
in spite of their best efforts they arc not 
able to sell these even al cost price. Some 
of them have been making persistent efforts 
to sell some of the yarn in export markets 
but on account of crashing of prices and 
slackness in international markets, not 
jnuch yam has been sold out. It appears 
that controlled cloth which is being sold 
at a very low price is also competing with 
hand loom and powcrloom products and 
in result these looms arc not able to operate 
at full strength. This presumption is 
drawn from the fact that the crisis in 
controlled doth and yarn sales started 
simultaneously when the quantity of con¬ 
trolled doth was doubled from 400 million 
to 800 million metres. 

solution to the problem 

Now a solution to the problem 
of controlled cloth is also expected 
to be solution for improving the 
activities of handlooms and powerlooms 
and thereby generating demand for yarn 
and rendering relief to yam mills also. 
In the case of yarn mills, there is a hurdle 
which can be easily solved. The govern¬ 
ment has been insisting on mills that they 
should pack yam in hanks at 110 per cent 
of that produced on the base period in 
1972. This control has become redun¬ 
dant. There is plent y of yarn in t he market 
for both the wings of decentralised see or. 
The accumulation of yam in banks has 
increased to such an extent t hat its disposal 
has become extremely difficult. If this 
restriction is removed even if for some 
time, it is likely to render some relief to 
the spinning mills in the disposal of their 
accumulations. 

The government, at the moment, is 
considering to rationalise the excise duty 
structure as prevailing in textiles. We 
offer the following suggestions on this 
proposed rationalisation.: 

(a) The existing pattern of excise duties 


is mainly based on levies per square metre. 
This system is simple and leaves no scope 
for controversy or dispute between the 
mills and the Excise Department. If this 
simple pattern is abolished and the com¬ 
plicated system of ad-valorem duties is 
introduced, we fear a lot of delays in 
clearance of goods for deliveries and a lot 
of disputes is likely to be generated on 
unfounded suspicions and even on genuine 
difference of opinions. Therefore, it is 
earnestly suggested that the existing basis 
of levies per square metre should be con¬ 
tinued. 

(b) The various categories for excise 
purpose have been defined as follows: 


Category 

Present range 

Coarse 

Average count below 


17s 

Medium-B 

17s to below 26s 

Medium-A 

26s to below 35s 


There is nothing sacrosanct about the 
coarse count to be stopped at 17s count. 
Similarly, the boundaries in other catego¬ 
ries have no scientific relevance. They 
are all ad-hoc and they were fixed a long 
time back. Since then the quality of in¬ 
digenous cotton through application of 
scientific methods has substantially im¬ 
proved and what used to spin 17s or 18s 
decades back is now capable of spinning 
a count or two finer. The advantage of 
spinning finer counts with better quality 
of cotton which is grown in plenty in the 
country, is that a strong yarn is produced 
and less cotton is consumed. It is in the 
national interest to save as much cotton* 
as possible. When the count is line, say, 
18s instead of 17s, there is no material 
difference in the strength of the textiles 
manufactured and there is a good saving 
of cotton. Therefore, the revised ranges of 
various categories of cloth arc suggested 
below: 


Category Present range Suggested 

range 


Coarse Average count Average count 
17s below 19s 

Medium-B 17s to below 21s to below 
26s 31s 

Medium-A 26s to below 31s to below 
35s 41s 


Impressive progress has been made in 
cotton production in the last two years and 


the country has attained self-reliance in 
this vital raw material. Much of the 
increase in our cotton production has been 
in long staple varieties. This qualitative 
change is a welcome development both for 
cotton growers and the nation as a whole. 
The farmers’ income per acre is enhanced 
and thereby his standard of living. More 
cloth is obtained per unit of cotton and, 
therefore, the whole nation benefits, 
assuming of course that the new varieties 
of cotton are used for spinning the highest 
counts of yarn for which they are suitable. 
It is, therefore, vitally important to see 
that the progress made on the cotton front 
is sustained and that cotton production 
moves forward in the coming years, keep¬ 
ing pace with the growth in spindleage. 
The industry should spin without wastage 
all the cotton that is growing the country, 
and, when it does so, the grower will be 
assured of an economic price for his pro¬ 
duce. 

strong measures 

The government, on its part, must 
appreciate that, its policy of strong mea¬ 
sures for discouraging imports of cotton 
having paid dividends in the form of in¬ 
creased production of longer staple varie¬ 
ties, it must encourage the mill consump¬ 
tion of these varieties in an economical 
manner by a suitable readjustment of 
the count-wise classification of yarn and 
fabrics for purpose of excise duty. In 
this context 1 would also wish to draw 
your attention to the pioneering work 
being done in the field of cotton develop¬ 
ment by 1CMF. The project set up in 
1963 with an area of 1,100 acres has during 
the last 10 years served over 15 lakh acres 
in 90 centres in all. the major cotton-grow¬ 
ing slates in the country. Apart from 
improvement in the yields ranging from 
41 to 99 per cent it has resulted in close 
collaboration between the technical per¬ 
sonnel and the cotton growers. 

The principal objective of such pro¬ 
curement is stated to be to pay economic 
price to the growers and to avoid wide 
fluctuations in the cotton prices. Both 
these objectives are undoubtedly laudable. 
But there are many adverse factors which 
creep in when monopoly ideas are applied 
to purchases or sales. 

(a) The quantities purchased by govern¬ 
ment agencies become so large that it is 
practically impossible to keep a watch on 
purity, breed and quality of various 
cottons. When a good quality cotton is 
mixed with inferior quality through any 
loophole, it loses its spiffing value and 
utility value. 

(b) Monopoly procurements are stored 
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for longer periods and for want of suffi¬ 
cient care or facilities the goods stored 
deteriorate and their value inconsequence 
deteriorates. 

(c) The cost of handling huge accumula¬ 
tions works out much more than smaller 
accumulations and that enhances the 
original cost of the material. 

(d) Huge storage of cotton by agencies 
who arc neither sellers nor consumers, 
involve huge additional overhead costs 
which ultimately is added to the cost of 
cotton making it costlier. 

(e) Higher prices are likely to be paid by 
state agencies for reasons other than merit 
and quality of the cotton. 

(0 If by any chance huge accumulations 
are stored for long periods, cotton, being 
a vegetable matter, deteriorates very fast 
and the quantum of damage done is be¬ 
yond all proportions. Huge storage of 
cotton by Maharashtra government last 
year is a living example. 


Now, in consequence of huge storage of 
materia] by various state agencies, the 
goods deteriorate in spining value, waste 
increases, additional costs are generated 
and added as explained. Ultimately this 
additional burden is passed on to the 
consuming textile mills increasing their 
cost of production, and consequent rise 
in price of finished products. The net 
result would be that objectives for whose 
attainment the schemes arc launched will 
obviously be defeated. 

Many licences have been issued for 
either expanded capacities or for establish¬ 
ing new capacities for spinning of yarn in 
various states. A very big hurdle in lheir 
implementation is being experienced. The 
manufacturers of textile machinery, in 
most of the cases, delay the supplies for 
long periods under one pretext or the other 
not at all tenable. Not only they delay 
the supplies, they often refuse the deliveries 
at contracted prices. There are many 
complaints of this nature and also about 


after-sales service from many textile mills. 
I hope your ministry will take a serious 
note of this and come to the rescue of 
textile mills for the implementation of 
their licences according to schedules. 
It is pertinent to mention here that textile 
mills having spent a lot of money on 
buildings, electrical equipment, and other 
necessities, if restrained in completing the 
projects, suffer unnecessary huge losses 
and production of essential commodity is 
impeded or held up. 

1 am glad to bring to your kind notice. 
Sir, that textile mills of this region arc 
setting up a research institute ,or carrying 
out researches in various fields to improve 
the productivity and quality of the yarn 
and cloth and also for carrying out research 
in the development of cotton quantitative¬ 
ly. Land has already been allotted by the 
UP government for which we are very 
thankful to them. The work of construct¬ 
ing the institute with its equipment and 
personnel and bringing it in operation 
soonest possible is moving rapidly. 
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POINT OF VIEW 


Cotton textiles: as government looks at it 


As you know, cloih comes next only to 
food in the scale of necessities for the 
common man. Unforlun.itely» the per 
capita consumption of cotton textiles in 
our country has been stagnant, and in fact 
wc have slided down from the level of 
15.22 metres in 1964 to 12.94 metres in 
1974. The number of spindles in this 
period increased from 14.6 million to 
18.4 million and the number of looms 
from 2,02 lakhs to 2.5 lakhs. Despite 
this increase in spindlage and loomage in 
the organized sector and in the number 
of power!ooms and handlonms, the total 
production of cloth has declined in recent 
years. This is a cause of serious iind con¬ 
tinuing concern to us. In fact, we have 
in the last few years taken steps to give 
licences for a large number of spinning 
units in all Males, so that there can be a 
wider dispersal of capacity in this indusl- 
try, in the interest of greater regional 
balance. We have in all sanctioned about 
7.1 million spindles and 20,000 looms in 
the last four years. However, the imple¬ 
mentation of licences in the public, co¬ 
operative and private sectors leaves a lot 
1 o be desired. Only five lakh spindles have 
been installed in the last four years and the 
number of new looms installed is also very 
small. 

delicensed sector 

As a further step toward a 4 trading 
investment in (his sector, we have delicen¬ 
sed the spinning sector of the industry. 
Parties desirous of setting up cotton spinn¬ 
ing units upto 25,000 -spindles need not 
approach governmeni for industrial licen¬ 
ces. This is a major step towards drawing 
larger investments in this traditionally 
important area. The raw material for 
cotton textile production is also readily 
available The rate of growth of cotton 
production initially was slow, but with ibe 
development of new hybrid strains cotton 
production has made very encouraging pro¬ 
gress. New varieties of long staple cotton 
like Varalakshmi and Sujata can compete 
effectively with the long staple cent on 
hitherto imported from Sudan and Egypt. 
We used to spend nearly a hundred crores 
of rupees a year for the import of long 
staple cotton only a few years back. 
In the last cotton year, we had 
enough cotton not only for our domestic 
requirements but also made a modest 
beginning by exporting long staple cotton. 
In fact, in this field we have met with 
considerable success. Contracts have 
already been registered for exporting about 


75,000 bales of last year's long staple 
cotton crop. Encouraged by the demand 
for our long staple cotton, wc have 
decided to continue the export of this 
variety this year also. Being in this field, 
you would no doubt appreciate that 
the mills purchasing cotton need to be 
assured about the continued availability of 
raw material before they can place long 
term orders. Therefore, it is not desirable 
to permit export of long staple cotton 
on a short term basis only. In the current 
year, the crop prospects arc excellent and 
it is estimated that the total production 
will be 70-75 lakh bales. The last cotton 
year ended with substantial stocks and 
there should be no constraint in the availa¬ 
bility of raw material. 

steady fall 

The prices of raw cotton have been fall¬ 
ing steadily since January 1974. In fact, 
the wholesale price index of cotton between 
September 1974 and August 1975 fell by 
34.7 per cent. The prices of cloth have also 
declined during this period, although 
not as much as would have been logically 
justified by the fall in the prices of cotton. 
The result has been that stocks have been 
piling with the mills and the movement 
of cloth has been slow. 1 would hold the 
industry largely responsible for this state 
of affairs. It must be realized, that while 
in a period of rising demand the mills 
charge prices on the basis of what ihc 
market can bear, they cannot do without 
reducing the prices in less buoyant condi¬ 
tions. Prices of some varieties of cloih 
have indeed had to be reduced sharplv, 
and l know that this has caused hardship* 
to the weaker mills. But for the industry 
as a whole the prices of cloth have certainly 
not kept pace with the decline in the prices 
of the principal raw material, cotton. I 
do hope that the industry would not take a 
myopic view of their interests and would 
try themselves to create conditions in wliich 
the demand for cloth can be revived. 
If this is not done by the industry volunta¬ 
rily, wc in government would have to 
ensure that the prices of cloth are not out 
of line with those of the major inputs. 

I am glad to note that the President Mr 
Dalmia has said somewhere in his speech 
“It is undoubtedly true that no industry or 
trade can survive for long without making 
reasonable profits, but, since economic 
situations differ from period to period, 
decisions cannot be confiend to immediate 
considerations only and they have to be 


D. P. Chattopadhyaya 

extended to future eventualities and future 
welfare, because the future welfare becomes 
the present welfare at certain period of 
time and sacrifices Iiavc to be made for the 
purpose". I think it is a very enlightened 
view and I hope this represents the view 
of the industry as a whole. I know the 
problem of accumulated stock I also know 
some powerful and economically well off 
mills arc not bringing down the price what 
they can possibly do. If in good time you 
make good profit, in bad time you must 
be prepared to suffer a loss and not take a 
very myopic vicw\ Some marginal mills, 
some weaker mills, I know arc in a very 
great difficulty because their capacity to 
stand the strain is limited because the 
bigger mills are not bringing down the 
price the weaker and marginal ones have 
to lung around them which not a very 
happy state of affairs. If Lhis is not done 
by the industry voluntarily we in the 
government would have to ensure that 
prices of cloth are not out of line w r ith those 
of the major inputs. 

One heartening feature is that the 
textile machinery industry has made rapid 
strides in the recent past. We are now 
producing a wide range of products, and 
our exports of plant and machinery ex¬ 
ceeded our imports in 1974. Large export 
orders have been received from many 
neighbouring countries, and we expect 
that our textile machinery items would 
earn a significant quantum of foreign 
exchange for Us in the next few years. You 
m i\ be having some problems with indivi¬ 
dual producers of textile machinery. These 
can be sorted out, and the help of my 
ministry is always available for this pur¬ 
pose. 

improved quality 

Pro', ision of good quality standard 
cloth finds an important place in the new 
economic programme. As you are aware, 
the prime minister had observed that ‘in 
the mill sector the controlled cloth scheme 
is being improved so that dhotis, sarees 
and cloth will be of better quality and are 
sold through a larger number of outlets 
in rural and urban areas’. In pursuance 
of this directive, the problems relating 
to production and distribution of standard 
cloth have been receiving our careful and 
continuous attention. Our task is to en¬ 
sure that controlled cloth is produced in 
adequate quantities, that it is of the requi¬ 
site standards and that it conforms to the 
pattern of consumer preferences. The 
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production of cloth has also to go up as 
rapidly as possible in accordance with the 
fifth Plan target. In the distribution of 
controlled cloth I must say that the co¬ 
operative sector has acquitted itself with 
great credit in reaching controlled cloth 
to consumers in remote rural areas. It 
has been possible, largely because of the 
improved cooperative marketing network, 
to increase the retail outlets in the rural 
areas to more than 21,000. 

In order to hasten the clearance of 
accumulated stocks with the mills, it lias 
now been decided to involve the private 
wholesale and retail trade also in the dis¬ 
tribution of standard cloth. Wherever the 
coopetative sector is not able to lift the 
allotted quota within thirty days, the con¬ 
trolled cloth would be permitted to he 
market through channels approved hv the 
state government, namely. ( 1 ) the mills’ 
own retail shops, (ii) the nulls’ authorized 
retail shops registered and approval by the 
state government, (iii) wholesalers and 
semi-wholesalers approved by the Textile 
Commissioner and the state government, 
and (iv) other public sector cooperative 
agencies nominated by the state govern¬ 
ment. Now that the mi IN and the trade 
arc also responsible for distribution, the 
accumulation should decline appreciably 
and the cloth should reach the people lor 
whom it is intended. 

Our exports of cotton textiles have 
increased nearly five-fold from Rs 76.62 


crorcs in 1965 to Rs 372 crores in 1974. 
All items of cotton textiles such as piece- 
goods, hosiery, handloom cloth, etc, have 
contributed to this increase. But the fastest 
growth has been in the field of garments, 
where our exports increased from about 
Rs 3J crores to about Rs 100 crores 
in 1974. As you know, in the last few 
years we have been trying to change the 
pattern of our textile trade by diversifying 
into finished and processed fabrics which 
can fetch higher unit values. This effort 
has, however, largely been confined to 
countries with which we have bilateral 
trade agreements such as the Fast Euro¬ 
pean countries, and the USSR. In wes¬ 
tern markets our trade continues to be 
predominady in finished fabrics. These 
markets have been affected by the recent 
recessionary trend, which has resulted in 
substantial reduction in the demand from 
these countries. Competition from pro¬ 
ducers such as Hong Kong. South 
Korea, Taiwan and Pakistan has also been 
particularly severe. 

It is no doubt welcome that the trade in 
finished and processed textiles has gone 
up considerably. While this thrust must 
be maintained, we must see to it that our 
traditional export markets are not lost to 
us. During the last year or so, our per¬ 
formance in relation to the quotas allotted 
to us in the E:LC and the USA has been 
extremely unsatisfactory. The position 
has to be rectified in the coming months. 


and we must atleast try to export to the 
extent of three-fourth of the quotas availa¬ 
ble to us. 

Wc have been rendering all possible 
assistance towards meeting the export 
targets. Units which have guaranteed 
exports have been liberally licensed. These 
large units are being set up for producing 
gaimcnts exclusively for export. These 
units have been sanctioned import licences 
also to the extent of their requirements. 
W? hope that they will set up these units 
quickly to that we can enter the world of 
utility garments in a big way. I feel, how¬ 
ever, that in spite of the help being given 
by government the textile industry has so 
far not followed a particularly aggresivc 
sales policy in the overseas market. 

In the export field they can i ot always 
expect sheltered markets where their cost 
disadvantage can be overcome only by 
cash assistance. I have repeatedly said that 
such compensatory support can only be a 
temporary measure, and in the long run 
the export sector of any industry must 
stand on its own, and compete in foreign 
markets on its own strength. 1 think it 
would not be out of context to say that 
the export performance of your member 
mills in the northern region has not been 
very heartening up to now. I hope that 
in your discussions, you would be able to 
devise a plan of action, whereby at least a 
quarter of your production can be expor¬ 
ted. 
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WMBBW ON THE WOHU 


Is Britain governable ? 

Josslayn Hennessy, London 


I 

Unions Rewrite the Constitution 

The winds of change have, I gather from 
the newspapers, been blowing at hurricane 
force through the corridors of power in 
New Delhi. But India has no monopoly 
of political change. Under the clash of 
personalities and events institutions, such 
as the British and Indian Parliaments, do 
not standstill: constantly they evolve new 
procedures and principles of government, 
but because they continue to be known as 
•‘Parliament" and the buildings look the 
same, few people realise how profoundly 
they differ from the institutions of fifteen, 
or even five years ago. 

If you still think that th" power of 
government in the UK rests in a cabinet 
formed by the political party which lias 
won a majority of voles at the last election 
and therefore a majority in the House of 
Commons, you arc regurgitating the text 
books of forty years ago. 

Today, the system has evolved to the 
point where a party can win a comfortable 
majority in the C ommons on less than 40 
per cent of the votes cast by less than 30 
per cent of the 40,000,000 registered elec¬ 
tors. That mattered little in the first 
quarter of this century, when Tories and 
Liberals, mostly recruited from the same 
upper strata of society, differed more on 
pace tlian on principles and shared a wide 
ground in common. When one party lost 
and the opposition returned to Westmins¬ 
ter, personalities rather than fundamental 
policies were changed. 

rise to power 

The rise of the Labour party to power, 
however, set a ball rolling which has been 
gathering speed ever since the first Attlee 
government in 1945-51. The Labour 
party has broadly three component*: first, 
there is a group of centre-right, middle 
class progressive intellectuals, university 
graduates like Harold Wilson, Roy Jenkins 
and Denis Healey, who would in an earlier 
era have been Liberals. Indeed, several, 
including Harold Wilson and Dingle Foot, 
began life as Liberals, but switched to 
Labour when they judged that Liberalism 


had no future. These centre-right MPs, 
together with centre-left Tories although 
fight ing under different flags—have hithcr- 
t o represented a solid block of t he majorit y 
of electors: the middle way moderates, 
who supported the compromise policies 
of what used to be known as ButskeUi&m— 
the consensus initiated by two Chancellors 
of the Exchequer, the Tory R.A. Butler 
and the Labour Hugh Gaitskell. 

The second component, although fewer 
in total numbers of voters, arc the trade 
unions, which provide the party with no 
less than three-quarters of its funds, 
collected by the “political levy" compul¬ 
sorily extracted from each trade unionist, 
regardless of his personal views, it is 
significant that when, in the past, Tory 
government enacted that the levy should 
be voluntary, the funds obtained fell shar¬ 
ply, and it was not, therefore, surprising 
that in due course a subsequent Labour 
government rccnactcd that they should 
be compulsory. It is also worth noting 
that whenever the Tories arc in office, 
statistical analysis shows that this is be¬ 
cause over one-thitd of trade unionists have 
voted Tory. 'I he bulk of trade unionists 
have hitherto been moderates, ready to 
support Butskellite policies providing 
they do not impede a continuous upward 
surge in wages and social security benefits. 

third component 

The third Labour components arc the 
Marxists, led by Ian Mikardoand Anthony 
Wcdgewood Bonn, who would destroy 
the Butskellite mixed economy and 
replace it by a total socialist state. 

As long as the national income was 
rising and wage increases with it, Mr 
Wilson could count on the support of the 
Bulskellites in the electorate and/or the 
trade unionists who, together, outvoted 
the militant Marxists. But such persisting 
wage rises, together w'ith constant disrup¬ 
tion of whole industries by strikes, led to 
increasing sluggishness in the economy. 
Profits ceased to be high enough to attract 
adequate new investment. With every 
“Stop”, investment in new capital equip¬ 
ment fell, so that when the "Go" catnc, 
industry's obsolescent equipment could 
not meet the full demand, which had to be 
satisfied by more and more imports. The 


UK's leading industries huddle in this 
water-logged boat: steel, shipbuilding, 
automobiles, textiles, electronics, aircraft, 
etc. etc.. Succeeding years of Butskellism 
cumulatively built up a huge wage-cost 
push inflation. 

The Wilson government of 1964-70 
understood this and realised that the elec¬ 
tors as a whole were sick of constant 
industrial disruptions, so Barbara Castle 
produced her famous White Paper In Place 
of Strife , which proposed various trade 
unions reforms and measures against 
"wildcat" strikes. Tin's aroused such 
tierce opposition from the Trade Union 
Congress that Mr Wilson yielded to the 
Labour partyV pay-masters and withdrew 
the bill. 

triumph of the TUC 

The triumph of the TUC over the 
constitutionally elected government crea¬ 
ted, on the one hand, a state of euphoria 
among trade unionists and Marxist suppor¬ 
ters of Labour, while on the other, this, 
together with continuing industrial unrest 
and rising prices, angered the voters as a 
whole, so that in the 1970 general election 
thev voted the Tories in with a majority 
of 31 seats in Parliament. 

But because of their overweening con¬ 
fidence that they would sweep the board in 
1970, a substantial number of trade 
unionists and other Labour supporters 
simply did not accept that Labour had last. 
They fell that they had somehow been 
cheated. Mr Heath had deceived the elec¬ 
tors by promising (it was misreported) 
to reduce pnccs "at a stroke". The upset 
was so groat that the unions joined with 
the Labour Left in deciding that the Tories 
had no right to govern. Mr Heath's 
confrontation with the unions over in¬ 
flationary wage increases, and his error 
of judgement tn holding an elect ton on that 
issue, led to the return of Mr Wilson to 
10 Downing Street. 

Thereafter inflation really took off. But 
Mr Wilson postponed measures a gains t it, 
because he had to carry out his election 
promise (given to placate the unions and 
the Marxists) that "the people" should be 
allowed to confirm or reject by referendum 
the UK’s entry into the EEC which had, 
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in accordance with constitutional practice 
been approved by a majority (which in¬ 
cluded members of all parties) of Parlia¬ 
ment during the previous Heath govern¬ 
ment. The trade unions feared that EEC 
membership threatened jobs in the UK. 
Mr Wilson did not wish to fight on two 
flanks simultaneously, so he waited to 
tackle inflation until after the referendum 
(which, contrary to TUC hopes and ex¬ 
pectations, approved EEC membership by 
a thumping majority). 

Thereafter Mr Wilson tardily turned his 
attention to inflation which, by now, had 
become rip-roaring. Inflation at 25 per 
cent pa compelled a halt to wage rises 
and to the bottomless expenditure on social 
services. Unemployment was creeping up 
ominously, because the combination of 
wage rises (far above productivity) and of 
ever increasing public spending, was pric¬ 
ing goods out of the market, causing 
some firms to dismiss workers, others 
to close down. The Chancellor, Denis 
Healey, announced steep expenditure cuts 
and Mr Wilson was able to persuade the 
TUC to accept a limit of £6 on all wage 
rises. Thus, economic realities are com¬ 
pelling a Labour government to refuse to 
reflate because that would merely add to 
inflation and would worsen—not cure— 
unemployment, which, at over one million, 
is the biggest total since the inter-war 
depression. 

II 

Mr Wilson and the Marxists 

The Marxists, led by Anthony Wedge- 
wood Bcnn and lan Mikardo in Parlia¬ 
ment and by a perceptible percentage in 
key positions in the trade unions, see this 
as the golden (or should I say “blood 
red”) opportunity of ending the mixed 
economy by slipping socialism in through 
the back door: as the cumulative effects 
of inflated wages and the fantastic govern¬ 
ment borrowing requirement hit one com¬ 
pany after another, forcing them to go hat 
in hand to Whitehall for help, the Marxists 
urge the government to take these lame 
capitalist ducks over (if I may be allowed 
amixed metaphor) lock, slock and barrel. 
Nobody, the extreme Left argue, can 
complain, no controversial new nationalisa¬ 
tion legislation need tangle up the works 
in Parliament, because private enterprises 
themselves are asking to be laken-over, 
and what government of any complexion 
could be so doctrinaire as to refuse them? 

Harold Wilson, perhaps the world’s 
ablest political tactician, persuaded the 
Labour party conference at Blackpool 
(even though it delivered a humiliating 
blow to his solar plexus by refusing to re¬ 
elect his second in command, the Chan¬ 
cellor of the Exchequer, to the party’s 


National Executive Committee) to reject 
the Marxists and to accept his Butskcll 
policies. This gives him a year’s breathing 
space until the next conference, twelve 
months ahead, but if by then inflation and 
unemployment have not been tolerably 
reduced and if wage bargaining has not 
been set free, Mr Wilson and his moderates 
will, as Mr Lcn'Murrary, Secretary General 
of the TUC, warned, be in real trouble 
from the trade unions rank and file, as well 
as from the Marxists. In addition, the 
electorate as a whole could be angry. 

general agreement 

Most economist agree that no govern¬ 
ment could heat inflation and unemploy¬ 
ment within twelve months. Government 
spending (central and local) has, even 
though the Chancellor has announced 
various cuts and vetoed all increases, risen 
faster than under any previous govern¬ 
ment. One reason is that schemes already 
approved and in various stages of pro¬ 
gress cannot be halted by the stroke 
of a pen. Is, for example, a new build¬ 
ing, complete except for the roof, to be 
left roofless and unused, allowing the 
weather to rot a substantial capital invest¬ 
ment? And, of course, advancing inflation 
has wrecked all estimates, so that cither 
existing commitments must wastefully be 
thrown out or, because taxation is virtu¬ 
ally at the point of decreasing return, 
more money printed to meet them. 

It is often said of UK elections that the 
opposition does not win but that it is the 
government which loses. If that is so, 
there is an even chance that, if the present 
distressful circumstances in which every¬ 
body's living standard is being eroded. 
Labour will lose the next election. Many 
observers say that the trade union leaders, 
while obviously preferring a Labour 
government, would not mind so very much 
if the Tories were to win, because it is the 
TUC leaders who will continue to lay 
down government policy and de facto rule 
the country whatever party is in power, 
They compelled Mr Wilson to withdraw 
his bill for the reform of union procedures, 
they defied the Tory Industrial Relations 
Act (which borrowed much from current 
praciice in the USA) and secured the 
defeat of Mr Heath's government when he 
called an election on the question as to 
whether the unions were, or were not, 
above the law of the land; on Mr Wilson's 
return to office they compelled him to 
repeal the Tory Act and he will stay at 10 
Downing Street only so long as he can 
persuade them to accept his present 
policies. 

Candidates for Parliament are chosen 
by the paid-up members of the Labour 
party in each constituency, and one of the 


biggest problems facing the Labour lea** 
ders is the fall in the numbers of paid-up 
members, doubtless because individuals 
seize every opportunity to economise 
against rising prices. To dedicated ex¬ 
tremists, this fall is a heaven-sent chance 
to gain control of the local parties. Mr 
Reg Prentice, a member of the cabinet 
and a moderate, who campaigned—against 
union opposition—for the UK’s entry 
into the EEC, has already been repudiated 
by his constituency parly who arc putting 
up a candidate against him for the next 
election. In these circumstances, such 
piominent, and experienced Labour 
leaders as Roy Jenkins, James Calaghan 
and Denis Healey, have ceased to be such 
firm pillai s !n the party's hierarchy as to be 
automatically reelected, even in a seat 
that used to be regarded as “safe". Despite 
their heavy ministerial duties, they will 
have to take time off to pay serious atten¬ 
tion to their constituencies. 

Ill 

If Tories Win the Next Election? 

At the time of writing it is a simple fact 
the unions are in virtual control of the 
government. They regard the Labour 
party as the political wing of the Labour 
movement. The unions subscribe three- 
quarters of the party's funds and sponsor 
one third of Labour MPs, who would be 
thrown ou* if they voted against the union 
line. Of the 6,484,000 voles cast at the 
recent Labour party conference. 5,521,000, 
or about 85 per cent, represent the voting 
power of the leaders of the union caucus, 
because each has in his pocket his union’s 
bloc of votes to cast as he himself indivi¬ 
dually decides without referring back to 
his union members. 

The unions dominate industry as well 
as the government and can bring both 
to a stop if they wish. One union leader 
has been quoted as publicly declaring 
that the unions can bring both 
government and industry to a standstill 
“within minutes” simply by switching off 
the electricity supplies which they control. 
No newspaper, or even copies of an act 
of Parliament*, can now be produced 
against union objections. The unions 
could as easily blackout radio and televi¬ 
sion. The round off their power, the 
unions have told the government to put up 
a bill legalising the closed shop and remov¬ 
ing all restraints on mass picketing. As 
I write, the the House of Lords has thrown 
this out, but as the law stands if the 
Commons pass the bill again within six 
months the Lords cannot veto it a second 
time. 

For the moment, the TUC is still under 

•A strike recently halted the daily publication of 
Hansard's parliamentary reports on which members 
rely to keep themselves abreast of current business. 
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the control of the moderates and is backing 
Mr* Wilson’s orthodox policies to halt 
inflation. But, just as the door to the 
constituencies has been opened to the 
dedicated extreme Left by the fall in 
membership, so the unions are exposed to 
what Mr Wilson himself calls extreme 
Left “infestation”, because out of a total 
membership of nearly 10 million, only a 
small percentage, varying in different 
unions from one to perhaps 10 per cent turn 
up to vote at the elections of union officers. 
This, again, is a gift to the dedicated 
activists. A few unions achieve fairly sub¬ 
stantial ballots by allowing voted by post, 
and a bill before Parliament provides that 
the government should in future pay the 
heavy cost of postal ballots. The bill is, 
not surprisingly, under fire from those 
unions which at present allow voting only 
by those who turn up in person. The 
officers of one union which now conducts 
postal ballots is seeking to change its rules 
to prohibit them! 

obsolete concepts 

In short, the text book descriptions of 
what at school you learned to call the 
sovereignty of the British Parliament and 
the “rule of law” are on their way to 
being obsolete. 

What can anxious democrats do to 
restore the constitution? 

Significantly enough, the prime minister 
and the leader of the opposition have 
both made it clear that neither believes 
that the answer lies in new attempts to 
curb by legislation the power 01 the unions. 
A law can only be enforced if those affected 
accept it. The most elementary example 
of this truth is that when governments seek 
to enforce price controls and to ration 
commodities in universal demand, bribery, 
corruption and black markets nourish and 
the commodity itself often disappears from 
the markets (e.g. rent controls in the 
UK. have led to the virtual disappearance 
of private rented accommodation in the 
UK and in manv other countries which 
have similar legislation). 

Mr Wilson and Mrs Thatcher have in¬ 
dependently arrived at the same conclusion 
summed up in the American proverb 
“If you can’t lick *em,join ‘cm,” i.c. both 
are now exhorting their followers to join 
their unions, to demand secret and postal 
ballots and to vote on all occasions to 
elect into office men of their own outlook. 

The trouble for both leaders—perhaps 
more especially for Mr Wilson -is that 
this sensible policy is late in the day. The 
extremists have already captured many 
organs of power in the Labour party in¬ 
cluding: (1) many of the constituencies; 


(2) the National Executive Committee; 

(3) Transport House, the headquarters of 
the party’s bureaucracy; and (4) this year’s 
party conference. It is years since a 
major party leader, like Denis Healy, has 
been kicked out of the NEC. It is years 
since a Labour prime minister has had to 
swallow a rebuke such as Mr Wedgewood 
Benn launched at him at the party con¬ 
ference when he said that private owner¬ 
ship was the cause of all our ills and 
public ownership the sole remeJy. 

The patience and determination of the 
great majority of moderate trade unionists 
will be sorely tried by the customary 
Marxist tactics: if defeated in one meeting, 
the Marxists call another on a different 
matter and then spring on it the previously 
defeated motion. II' again defeated, they 
call another meeting, and so on until in 
the end they arc likely to secure a majority 
for their motion, because to them politics 
arc the breath of their dedicated lives, 
whereas the rank and file have a score of 
other interests and their attendance at a 
scries of union meetings dwindles. 

As of today, 1 am prepared to stick my 
neck out and forecast that if Mr W'llson 
can substantially slow the rise in prices 
and unemployment within the year, his 
government can tide over until the next 
election due in 1978-79, but if the wage 
freeze continues after 1976 and if there is a 
wages free-for-all, and prices resume their 
rise, there could be a crisis leading to an 
election which Mrs Thatcher (who stands 
high in popular favour according to the 
opinion polls) will win. 

unholy alliance 

The stench of Ramsay Macdonald’s 
1931-35 coalition with the Tories and 
Liberals st ilj nauseates the Labour party, so 
that I foresee a Wilson-Thalcher-Thorpe* 
coalition as politically unlikely as it wolild, 
in my view, be undesirable, for it would 
be a Butskell middle-ground government, 
and the trouble is that it is always the 
extremist^ who decide where the middle 
ground is: the more extreme the Left, 
the more to the Lett is the middle ground. 

But if Mrs Thatcher wins, will she not be 
as much at the mercy of the unions as Mr 
Wilson? 

My guess is that she might have a fight¬ 
ing chance, partly because the exhortations 
of both party leaders to the moderates to 
be,active in their unions should result in 
some increase in moderate membership 
and some reduction of extremists in key 
offices, and partly because the Tory back¬ 
room boys are now thinking of proposing 
an incomes policy supporting voluntary 
wage restraint. If the Tories win, and 
find that the TUC reject voluntary wage 


restraint, then the backroom boys urge • 
Mrs Thatcher to publish a realistic pay 
code in line with whatever the economic 
prospects are, and call in the electorate 
to support this in a referendum, which 
would be used simultaneously to defeat a 
strike aimed at wrecking the govern¬ 
ment’s policy. Whereas a party election 
manifesto usually adds up to a collection 
of vague rhetorically worded promises 
intended as a catch-all, a referendum 
would place before the voters a single 
question. A substantial vote supporting 
government resistance to any group seeking 
to cripple the economy would give the 
cabinet the authority to hold out and to 
use all means, including troops, to keep the 
country going. True democracy and 
parliamentary government would be saved 

a colossal gamble 

A referendum would be a colossal 
gamble. If the masses were in a defeatist 
or appeasing mood, if they recoiled from 
possible civil strife and voted against the 
government, they would end both the Tory 
and Labour parties as we know them, 
because a government defeat on such a 
question would establish that the TUC had 
become the UK’s decision-making centre 
for which Parliament would be merely a 
rubber stamp: i.e. one-party government 
along i be lines of Last Germany and others 
behind the Iron or Bamboo Curtains would 
have been set up in the UK. Since all 
power corrupts, and all power corrupts 
absolutely, censorship and concentration 
camps could not be far behind. 

l.en Murray, the fUC Secretary General, 
is no Marxist, but he and \cry many trade 
union officers are lighting a constant 
guerilla w T ar against ihc Marxists, and the 
defeat of a "constitutional government 
(Labour or lory) in a referendum to curb 
abuse of union power would give all to 
the left of him and them a tremendous 
shot in the arm, and put the moderates 
even more on the defensive than they are 
today. Do not forget that of the 20 
members of the Labour Party’s National 
Lxecuiive Committee, no less than eleven 
have recently sought direct contacts with 
Iron Curtain Communist parlies, while 
several ex-Labour ministers and rank and 
file patty members are openly friendly 
with the British Communist leaders. 

A possible alternative to this gloomy 
prognostication remains. It is a pretty 
long shot: 

As the statistics cited in my third para¬ 
graph show, IJK governments arc elected 
today by a minority of the voters, which 
means a see-saw between Tories and 
Labour, each party ruling as though it 
had an absolute majority of supporters in 
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the country. The trouble is that Labour 
MPs are (like the Tories) not only elected 
by a minority, but that a Labour govern¬ 
ment (unlike a Tory government which is 
supported by an homogenous team of 
MPs) is controlled in major matters of 
policy by a minority within its own party 
and by the trades union. That means that 
20 per cent of the voters can, as in 1974, 
have crucial influence on a government, 
which under the British Constitution has 
full powers unrestricted by any Charter of 
Rights of a Supreme Court. This is 
among the reasons why the UK has be¬ 
come the most Left-wing country in the 
European Community. 

Non-party commentators argue that the 
way out of minority rule by a minority 


within the minority of national electors 
would be to inaugurate proportional 
representation. This would take into 
account the 6,000,000 who at present still 
vote Liberal but win only a dozen seats 
in the Commons. Under PR. it is argued 
that these 6.000.000 votes would be added 
to those votes for the moderate wings of 
respectively the Labour and the Tory 
parties. This would create a new centre 
parly truly representative of public opinion 
and free from any suggestion of a taint 
of the inter-war Lib-Lab-Tory coalition. 
This naturally makes no appeal to the 
Labour and Tory party “establishments”, 
who rejoice that the present sec-saw of 
ins and outs preserves the monopoly of 
office for the outs as well as the ins. 


Signals from a changing 


Tin- many disputes among the leading 
industrialized nations, tensions over 
energy prices and the widespread move¬ 
ment of population to supply necessary 
labour arc signs of a changing world 
system. The recent session of the UN 
General Assembly concerned “the new 
world economic order", recognizing ihc 
basic change taking place in ihc entire 
system of ordering the world's production, 
controlling its supplies and recognizing 
the need for a new' distribution of wealth 
in its many forms. 

Ideally, the change now being sought 
is that of promoting more universal pro¬ 
gress, greater universal economic equity 
and more justly recompensed economic 
production. Being an ideal, the effort to 
give it greater precision and practical ex¬ 
pression is disturbing some of the long- 
cherished principles of national and inter¬ 
national politics. 

The principle* of national sovereignly is 
taking some hard knocks and that of non¬ 
interference in other nations' affairs is being 
affronted almost every day. The beginn¬ 
ings of evolution of a world system is run¬ 
ning up hard against national sensitivities, 
not only those of the old, historic stales 
but against those of new nations also. 


The rapid expansion in the number 
of new states in the last 30 years 
from about 40 to 150 means that the 
majority of states finding their sover¬ 
eignties transgressed arc new states, 
almost all in Asia and Africa. It 
means also that it is they who are feeling 
the pressures for the transformation of 
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the international system even more than 
stales such as Britain, the USA and 
France, two of whom have, in the last 30 
years, accomodated themselves to chang¬ 
ing from being centres of mighty empires 
to being European stales only, with much 
of their territorial sovereignties merged 
into the new international organisation 
of ilie C ommon Market. 

global development 

While the Europeans are, haltingly, 
working out new sovereignties for their 
area it is the new states of Asia and Africa 
who are most insistent that the intei- 
national system moves its concentration 
from peace among equals to the steady 
increase of global development, regularly 
improving the material well-being of 
humanity. Governments themselves have 
been obliged to change the area of their 
concentration from preserving law and 
order to give more attention to the pro¬ 
motion o r welfare. This has increased 
the amount of government intervention 
in personal affairs within states and the 
new concentration internationally of 
assuming new responsibilities for global 
development is increasingly involving 
limitations on national sovereignty, many 
of which arc still resented and 
resisted. 

The change to the desired new inter¬ 
national system concentrated on global 
equity may easily lead for some time to 
an increase in conflicting demands and in 
less readiness to compromise-more equit¬ 
able and voluntary distribution of global 
wealth will be difficult to achieve, the more 
so since almost every world area is in 
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PR might, however, become practice 
politics if the Labour Marxists and Lef 
wing were to attain a majority of the party 
in the Commons, and if circumstances were 
such that the Liberals and the moderate 
Labourites and Tories saw no future for 
themselves unless they formed a new party 
of Social Democrats,. But it would take 
a major crisis to bring that about. 

Just as 1 about to despatch this report, 
1 read in my newspaper that a judge, who 
had sentenced a man to detention in a 
mental hospital, was compelled, by the 
refusal of the Hospital Workers’ Union to 
receive him to rescind his verdict and send 
the man to prison. This mus* be the first 
such case in the history of British justice. 


world 

B. Brook, Vienna 

a hurry to obtain the best bargain it can 
in this new order. 

One factor now more clearly emerg¬ 
ing is the increasing political resistance, 
or at least awareness, among hitherto 
relatively politically dormant masses 
in many parts of the world. This is 
currently evident in areas as far apart 
as Papua, Thailand and Portugal. The 
press of events combined with the slow 
breakthrough in many areas of mass com¬ 
munication and education is now making 
for higher political awareness which will 
be focussed increasingly on the intention 
to eliminate the present great disparities 
in standards of living. 

In this, the great voting power in the 
UN and, to a lesser extent, within 
the World Bank, of the new states will 
have immense effect in persuading 
the present immensely wealthier nations 
to help less developed countries 
towards greater opportunity and greater 
stability in their development. This fact 
is being realized only slowly, as the new 
states begin to realize their international 
powei and as the old states more slowly 
from policies aimed at putting off the rainy 
day to one of helping to make a funda¬ 
mental transformation in the international 
system. The US proposals at the recent 
UN session were a beginning towards 
t his end. It remains to be seen if they were 
a genuine contribution and not a mere 
cosmetic to avert a dangerous confronta¬ 
tion: but at least the progressive ideas 
were there in contrast to the relatively 
sterile rhetoric at the UN session from the 
communist powers. 

The movement of populations—not in 
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One had started a high-interest 
deposit plan two years back to yield 
Rs.41,310 at the end of 10 years 

The family got what he had paid— 

Rs. 4,800—plus interest. Total Rs. 5,100. 

The other had taken out 
a multipurpose life 
insurance policy (with DAB)* 

In two years he had paid only Rs.,4,450 
as premium but his family got Rs. 55,000 
immediately, and would receive Rs. 2,26,260 
over a period of time. 

• Double Accident Benefit. 



There is no substitute for 

UFE INSURANCE 


High-interest deposit schemes are 
no doubt very tempting. But 
they take time to build up. Only life 
insurance covers risk on life and 
offers total protection right from 
the start. 

Secondly, your money is absolutely 
safe and its return is guaranteed, 
unlike certain high-interest but 
risky investments. 

It is wise to make sure you have 
enough insurance for your family and 
for your old age. Only after that 
should you think of other investments. 
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search of work but to supply labour where 
development and production call for more 
workers than can be provided locally— 
is a contributory factor to the new econo¬ 
mic scene. The movement is not merely 
that which began in the middle of the 
last century of needy Europeans to the 
USA to help make American industry 
immense, nor only that from north Africa 
and southern Europe to north-west Europe 
to help make Benelux, German and 
French industries the great post-war “eco¬ 
nomic miracle". Today something like 
half a million workers have migrated from 
South Korea, Taiwan and the Philippines 
to Saudi Arabia, the Gulf Oil States and 
to Iran to work on new large industrial 
projects in these newly-rich Middle East 
countries. Most Far East Asian nations, 
and Pakistan also, appear to be anxious 
to supply the Middle East with as many 
workers as possible because they consider 
their own industrialization depends largely 
on close ties with the nearest oil-rich 
states. 

South Korea is especially active in 
sending workers to the oil stales and by 
the end of next year will have seine 20,000 
workers there. It is going furthei and 
systematically training engineers and other 
technicians to be sent abroad. Many of 


the contracts for construction of the new 
mid-East industrial enterprises have been 
won at cut-rate quotations by South 
Korean construction companies. In a 
relatively short time the Koreans will have 
almost as many nationals in Saudi Arabia 
as there are Americans and it will not be 
long before they outnumber them. The 
85 per cent literacy level in South Korea 
gives its nationals a long start over most 
other Asian worker emigrants in the whole 
of the Gulf area. Taiwan is aiming to 
over-take South Korea in contracting for 
major industrial projects in the Middle 
East. 

This Far East- Middle East cooperation 
in industrial development will, probably 
within a decade, make a decided change in 
the production potential of the currently 
less-developed states not only in raw 
materials but in areas of highly competitive 
industry and in the rarer reaches of high 
technology. The changes are coming 
about as west Europe is preparing to 
come on stream as a producer of crude and 
refined oil, petrol and the oil by-products 
slowly in competition with the newly, 
industrialized Middle East. The Briiish 
have made it clear to the Common Market 
that it will represent itself at the con¬ 
ference between energy produce! s and con¬ 


sumers in Paris this year and that it will 
not attend as part of the Common Market 
delegation. This British decision has 
upset the other Common Market ministers 
as badly as does the French individualistic 
stand on farm prices and Italy's steady 
over-production of wine. 

The French have talked of a Common 
Market crisis. The meeting in Paris next 
week to draw up an agenda for the winter 
negotiating sessions could collapse as 
badly as did at the preliminary conferenc 
in April. The most significant point 
appears to be that Biitain, a Market 
member, and Norway, not a member, both 
clearly intend to go their own ways as 
far as possible as producers and marketers 
of oil. The immediate prospect for the 
Paris conference is not of collapse, as the 
French threaten, so much as of all the 
Market members seeking national seats in 
the industrial bloc at the producer-consu¬ 
mer oil conference; if this happened over 
so major a subject as energy sources the 
effectiveness of the Market could not be 
but impaired. There is a clash of interest* 
also between the oii-owning British and 
Norwegians and the rest of the west 
Europeans on prices for energy. The 
Middle East will find Europe disunited in 
Paris. 
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WINDOW ON THE WORLD 


US international economic 

William E. Simon policy: ends and means 


The cork of our international economic 
policy is dedication to certain fundamental 
principles, the most important of which is 
our commitment to a liberal, cooperative 
and open order for world trade and invest¬ 
ment . Let me further preface my remarks 
by reminding you of those principles: 

To support the liberalization of world 
trade and investment; 

To avoid beggar-thy-neighbour policies; 

To maintain a strong US economy and 
a sound US dollar; this is a prerequi¬ 
site. 

To assist the developing world to grow 
and become economically self-sufficient; 

To respond promptly and effectively to 
structural changes in the world economy, 
such as the changed energy balance; 

To participate responsibly with other 
nations in ensuring that international 
economic arrangements evolve to meet 
changing canditions. 


| Following are excerpts from the 
I testimony of the US Secretary of 
| the Treasury before the Senate 
| Foreign Relations Committee 
t recently. 

V__ J 

ces, world trade has held up remarkably 
well in a dangerous period of recession. 
With few exceptions, restrictions on trade 
have been avoided. And nations have 
been subject to a more immediate and 
direct “discipline” than before, in that 
they have been compelled to face rather 
quickly the exiernal consequences of any 
unsound domestic policies. We have all 
been able to see evidence in recent years of 
less stable conditions in our international 
economy t han we would have 1 i ked. More 
stable conditions, however, are not the 
product of any exchange rate regime: 
they depend upon underlying economic 
forces. Thus, whatever the exchange rate 
regime nations choose, we will have the 
stability we all seek only when we control 
the inflation none of us wants. 


indexed prices, commodity agreements, 
government tradingcoinpanies and govern¬ 
ment run or controlled corporations to 
produce raw materials. 

The trouble with these schools of thought 
is that they are based on a static conception 
of the world. Not recognizing that we 
live in a dynamic world. This is parti¬ 
cularly true in the case of raw materials. 
As technology changes rapidly, and real 
incomes rise, new demands arc created 
for some materials, while others are no. 
longer needed in the same quantities 
The pessimists have a point. But it is not 
that we are in danger of running out of 
raw materials m a physicaj sense. Rather 
is that the poor investment climate in many 
jess developed countries, particularly 
extractive industries, lias meant investment 
often going to developed countries 
even though the potential for production 
was lower than LDC alternatives. We 
must work toward finding means to insure 
that capital can be invested where it can 
be most efficiently used. 

investment climate 

in this respect, a few develop¬ 
ing countries do an immense amount 
of harm to development in all 
developing countries by disrupting the 
investment climate through expropriations 
and si mi lai actions. The developing 
countries need the capital, technology and 
management which is available only from 
private firms in developed countries. Some 
developing countries believe that capital 
and technology available through foreign 
aid and from the international develop¬ 
ment banks can substitute for such 
private investment. This is not the case. 
In fact, bilateral and multilateral public 
assistance should not be used to compen¬ 
sate for a country's unwillingness to 
establish an investment climate to lake 
advantage of the resources that will 
flow through the private market if the 
climate is conducive to such flows. 

Some developing countries seem to feel 
that our firms arc so eager to invest in 
their countries that they will invest regard¬ 
less of the actions these countries take 
against existing investment, or regardless 
of the resolutions these countries push 
through international organizations such 
as the UN. I can tell you that this is 


Wc need also to learn better how to 
balance economic interdependence and 
national independence. A!! nations are 
linked together economically. When our 
policies are mutually supportive we arc 
all much better off. When they are 
mutually incompatible we all suffer. Yet 
we are not ready for one world politically 
and we may never be. We wish to retain 
our sovereignty. For example, although 
monetary policy in the US affects the eco¬ 
nomies of the European countries, and 
vice ver;a. neither they nor wc can allow 
our domestic monetary policies to be 
determined by the other. 

common problems 

Recognition of the inter-dependence of 
nations, and of the problems that are faced 
in common, has resulted in the develop¬ 
ment of an extensive framework of inter¬ 
national economic and financial coopera¬ 
tion. The US is an active participant in 
this extensive international network of 
economic cooperation, and we will con¬ 
tinue to assure that our cooperative efforts 
are adapted to meet new and changing 
problems as they emerge. 

With more flexible exchange rate practi- 


“ Maximizing the benefits to be derived 
from the world's natural resources: Ai 
a lime when the difficulties of achieving 
stable growth have increased, a high 
premium must be attached to the most 
efficient use of the world's natural 
resources. 

The challenges are two-fold. The # first 
if to assure a stable supply of natural re¬ 
sources at reasonable prices, so that these 
resources are utilized most efficiently in 
the production process. The second is to 
draw upon those resources in the most 
efficient manner.As these questions have 
become public issues, all too often the 
headlines are dominated by two schools 
of thought: 

The chronic pessimists who argue that 
we are running out of raw* materials and 
are at the mercy of current producers, 
they would have us cut back on our stan¬ 
dard of living and reconcile ourselves 
to paying the economic and political 
prices demanded by producers. The 
second school of thought believes 
that there should be a prompt 
government solution to every problem. 
They would create a complex system of 
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not so. The losers from such action are 
the people of the developing countries who 
are denied the jobs, higher national in¬ 
comes, and more rapid overall economic 
development that comes with private 
investment. 

The interventionist school is attuned to 
an economically and technologically 
stagnant world. Indexation schemes 
attempt to freeze price relationships, 
which quickly leads to the necessity of 
controlling production and even substitu¬ 
tes. The producer becomes more and 
more detached from real market forces,- 
and thus becomes dependent for his wel¬ 
fare on the artificial system which controls 
the indexation scheme, rather than on the 
^consumer of this product. In some 
cases, commodity agreements can have 
salutary effects such as moderating price 
swings and assuring adequate supplies of 
a raw material over time, but we need to 
examine closely such possibilities on a 
case-by-case basis. The objective of 
commodity agreements should be to 
combat excess price instability, not an 
increase in the level of prices. Otherwise, 
*uch agreements risk interfering with long¬ 
term trends and incentives, hindering the 
entrance to the market of new and more 
efficient producers, amt stimulating 
alternative sources of production else¬ 
where. 

challenge for the US 

The challenge for US in the years ahead 
is to find ways to maintain and improve 
the basic market mechanisms while alle¬ 
viating any adverse side effects. In a 
dynamic world w ith shifting technologies— 
demand- and relative efficiencies, sources 
and volume of demand and supply will 
shift. This is as it should be. These shifts, 
however, can have human costs as adjust¬ 
ments are necessary. What we need to do 
is to find ways of alleviating the human 
costs of the adjustment process, rather 
than place obstacles in the way of change. 

There has been no more critical devia¬ 
tion from reliance on the market 
mechanism than in the field of petroleum. 
The world is paying dearly in terms of 
economic welfare. The hopes on the 
developing countries, ill-equipped to meet 
the costs of expensive oil, have in parti¬ 
cular been devastated by the series of oil 
price increases. 

Assisting the developing world: The 
United States does not have to pretend an 
interest in the development aspirations of 
the developing nations. Our interest m 
their progress is politically, economically, 
and commercially genuine. Throughout 
the post-war period, the United States has 
been in the forefront of those assisting in 


the economic and social progress of the 
developing world. 

Much of what wc have done has been 
governmental -such as the Point 4 (Techni¬ 
cal Assistance) Programme and other early 
substantial aid efforts, PL-480 (Food aid), 
and initiation and support for the World 
Bank and the regional banks, including 
their soft (easy-repayment-terms) loan 
windows. Recently, Secretary of State 
Dr. Kissinger and I have put forward 
additional positive and constructive 
proposals for governmental assistance 
to the developing countries, includ¬ 
ing a trust fund to make concessional 
funds available to the poorest coun¬ 
tries: a new IMF (International 
Monetary Fund) Development Security 
Facility to provide compensatory financing 
in case of export shortfalls; and a major 
expansion of the IFC (International 
Finance Corporation). 

role of private sector 

Yet our partnership with the developing 
countries depends even more heavily on 
the activities of our private secior—our 
manufacturers, our banks, and all our 
other entrepreneurs who have accepted the 
challenge of doing business in the develop¬ 
ing countries. Our effort to assist the 
developing world is one in which private 
capital flows, trade and technology trans¬ 
fers play a major role. Wc recognize the 
continuing needs of the poorer develop¬ 
ing countries for official assistance, but 
at the same time the more successful 
developing countries should move away 
from dependence on foreign assistance to 
greater reliance upon private capital 
flows to supplement their own efloris. As 
they become able to do so. developing 
countries should “graduate" from conces¬ 
sional aid, such as provided by the iiVcr- 
national development assocatiop, to 
ordinary capital assistance, such as World 
Bank loans at near commercial interest 
rates. And then, when still higher income 
levels are achieved, developing countries 
must “graduate" from ordinary capital 
assistance to private markets. 

In the trade area, developing countries 
should gradually accept obligations that 
other countries undertake to grant recipro¬ 
city and to promote more open trading 
arrangements. While wc recognize the 
need for differential treatment of the 
developing countries in the multilateral 
trade negotiations, there also should be 
agreed upon provisions for phasing out 
such special treatment as circumstan¬ 
ces improve. 

As the basis for cooperation between 
developed and developing countries 
evolves, we must reserve the fundamental 


principles— such as reliance upon market 
forces and the private sector—on which 
our common prosperity depends. Solutions 
must be dynamic and expansionary, 
so that all parties will benefit. Thus, we . 
must seek increased production and 
improved efficiency, not just transfer of 
wealth. Development assistance should 
be thought of not as an international 
welfare programme to redistribute the 
world’s wealth but as an important ele¬ 
ment of an international investment pro¬ 
gramme to increase the rate of economic 
growth in developing nations and to pro¬ 
vide higher living standards for people of 
every nation. 

More specifically, in considering how 
the present system might be improved to 
the mutual benefit of all nations, wc should 
be guided by the following principles: 

Development by its nature is a long¬ 
term process: increasing productivity is 
the basis of development, not increased 
transfers of wealth which arc one-time in 
nature. Foreign aid can help, but what 
others do will be marginal: what develop¬ 
ing count ties do for themselves will be 
decisive. The effectiveness of assistance 
depends ultimately upon the ability of the 
developing countries themselves to assure 
the best use of all the resources available 
to them. 

The role of the private sector is critical. 
There is no susiiiuie for a vigorous private 
sector mobilizing the resources and ener¬ 
gies of the peoples of the developing coun¬ 
tries. The technology and management 
expertise that the private sector commands 
in the industrial countries is badly needed, 
l.D("s (less-developed countries) and 
private markets can provide essential capi¬ 
tal resources they need for investments. 

free market system 

A free market is not perfect but it is 
belter than any alternative system. In 
general the effort should be to improve 
conditions for the LDCs both internally 
and externally —by removing unnecessary 
and burdensome government controls, 
not by imposing additional barriers to 
market forces. 

The basic focus must be on increasing 
investment and making the institutional 
and policy improvements which wdll 
maximize growth. 

Because of the major differences among 
LDCs and limits on available resources, 
programmes must be targeted on specific 
conditions and needs. 

Improvement in our relations with the 
developing nations must be based on 
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approaches which both are responsive lo 
their needs and consistent with the pre¬ 
servation of the principles and practices 
which make our common prosperity 
possible. In making my remarks, 

I am well aware of the pressures that 
have been generated for a so-called “New 
International Economic Order." 

Certainly there are areas where the old 
ways of doing things are not necessarily 
the best ways. We are actively engaged 
in discussions and negotiations seeking to 
improve existing arrangements, and we 
arc confident that much progress can be 
made in the months and years ahead. 
But to the degree elements of the New 
International Economic Order conflict 
with the basic principles of free markets 
and free enterprise, we must decisively 
reject them. 

Many responsible leaders in developing 
countries share our confidence in such a 
system. They must have the encourage¬ 
ment of our support, not the discourage¬ 
ment of our apparent abandonment of 
principles they expect us to maintain. 

devastating impact 

The devastating economic impact on 
the oil importing developing countries 
of the increases in world oil prices and the 
impact of recession have obscured the fact 
that developing countries in general pros¬ 
pered during the last world-wide expan¬ 
sion, and in my judgment will do so in the 
next. 

Moreover, some will not only prosper 
but flourish. There is no more damaging 
illusion than that the aid policies of the 
industrial nations hold the key to the 
economic future of the developing world. 
What is true is that our economic per¬ 
formance can create the environment in 
which their efforts can thrive. V/e can 
assist them in their efforts, but we cannot 
substitute for those efforts. It remains as 
true today as ever that the economic for¬ 
tunes of individual nations will reflect 
primarily their own efforts, imagination, 
and determination. And l believe that to 
be not only appropriate but desirable, 
because the incentives and rewards in such 
a world lead to performance and progress 
that benefits all. 
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Whether it wes the 

Karaaraj memorial meeting in the capital 
or the observance of the Birth Centenary 
Year of Sardar Vallabhbhai Patel, the 
men and women of the ruling party have 
shown that they would let no political 
advantage slip through their hands. Thus, 
at the function at Patel Chowk in the 
capital, the theme, predictably, was 
“Discipline” with a capital “D”. Speaker 
after speaker declared with great solemnity 
that discipline was an article of faith with 
the Sardar, but they conveniently forgot 
to add that, with him, discipline began at 
home. He did preach discipline to others 
but he did this only while practising it 
himself. In these days, when the talk of 
national discipline is so much in the air, 
it is well to remember that Patel always 
placed his parly before himself and his 
country before his party. 

Not since Rousseau had 

the concept of democracy attracted 
so much original and dynamic thinking 
as it did at the 21st Commonwealth 
Parliamentary Conference held in New 
Delhi. Rousseau, it would be recalled, 
sought to derive his political philosophy 
from ccrluin notions he happened to hold 
about “Man in a slate of nature.” To 
the wise men who met in New Delhi, 
howcvci, this approach apparently, 
seemed fanciful and far-fetched. In any 
case, they found it more to their taste to 
deal with men and women as they knew 
or thought they knew them rather than 
with legends of “Man in a state of nature.” 
They then went on to divide these men 
and women into two broad categories. 
One wus the people of Britain and the 
other was the rest of us. The form and 


the British deserved the system of govern¬ 
ment they had; secondly, other people 
deserved better and therefore owed it to 
themselves to secure their desserts; and, 
finally, we are all democrats these days 
in the sense that we believe in democracy 
in the same way as a certain British Noble¬ 
man, known more for his wit then for his 
morals, had claimed that he believed in 
Platonic friendship “after, but not before.” 
It must be said to the credit of such a prag¬ 
matic approach to the concept of demo¬ 
cracy that it should help to regulate our 
blood pressure in the political atmosphere 
now prevailing in many countries. 

I am not suggesting that 

parliamanlary democracy has remained 
intact or inviolable even where the Mother 
of Parliaments is involved. Mr John 
Griffith, Professor of Public Law in t he Uni¬ 
versity of London, has written in the New 
Statesman bemoaning the inroads made 
by the executive into the law-making auth¬ 
ority or processes of parliament with the 
approval of or even encouragement from 
the judiciary. Certain passages from this 
article, to which 1 would now refer, interest 
me enormously for obvious reasons. In 
July 1610 a delegation from the House of 
Commons brought a petition to the King 
in Whitehall (James I) protesting about 
the use of the royal Proclamation for the 
making of new laws. The petition 
asserted that the people of the Kingdom 
had the “indubitable right not to be made 
subject to any punishment that shall ex¬ 
tend to their lives, lands, bodies or goods, 
other than such as arc ordained bv the 
common laws of this land or the statutes 
made by their common consent in Parlia¬ 
ment”. 

This representation was referred to Sir 


divided into three parts: Common Law, 
Statute Law, and Custom; but the King's 
Proclamation is none of them/’ 

Professor Griffith says that, although the 
Privy Council wanted to support the King 
it accepled the Chief Justice’s opinion. 
Some of the speakers at the Commonwealth 
Conference, however, would no doubt 
find Sir Edward's advice on law or legality 
to be as archaic as bis language might 
sound today. 

Although the odds were 

against Mr Mohammad Yunus in his 
first major political assignment, which was 
to secure Arab votes for India’s bid for the 
Asian seat in the Security Council, the 
labours of the prime minister’s special 
envoy while bo was in West Asia were 
evidently not altogether lost. For 
instance, thanks presumably to Mr Yunus* 
powers of persuasion. President Sadat of 
Egypt was able to arrive at a proper appr¬ 
eciation of the political situation in our 
country. Incidentally, it had taken Sadat 
many years after Nasser’s death to arrive 
at the opinion that Nasser had been less 
than a perfect democrat. 

The arrival of foreign 

newspapers or magazines at my work¬ 
table has been somewhat irregular for 
some time now and I would therefore recite 
with particular ielish a story from a recent 
issue of Time magazine. The characters 
and incidents are strictly American and 
have no resemblance whatsoever to any 
individual or incident in India: such resem¬ 
blances that they may have could only be 
wholly accidental. 


spirit of parliamentary democracy pre¬ 
vailing in Britain, it was allowed, was just 
the right thing for the people of that 
country; they could not and should not 
wish for anything different. As for others, 
they had to hammer out their own demo¬ 
cracy; this was particularly true of people 
in developing countries. 


Edward Coke, who was then the Chief 
Justice of Common Pleas, by the Privy 
Council, which sought his opinion on the 
legality of ro\al Proclamations. 6ir 
Edward's verdict was “that the King by 
his proclamation cannot create any 
oifcncc which was not an offence 
before, for then he may alter the Jaw of his 
land by his proclamation in a nigh point; 



On tills basis it was dear enough that, for if he may create an offence where 
despite the arguments and debates, the none is, upon that ensues line and 
conference was in broad agreement at imprisonment.” He also remarked rather 
least on three issues. The first was that wryly “that the law of England is 


m 


OWING 


Malcolm Bricklin, described as “an 
unconventional millionnairc from Phila¬ 
delphia who sometimes wore Indian 
beads”, says lime, thought he could 
start an auto-manufacturing business 
from scratch. He acquired two plants ill 
New' Brunswick in Canada and started 
making his cars. The plants, which 
employed 600 people, were expected to 
produce 12,000 vehicles a year; but ovei 
the entire production run, beginning in 
August 1974, they turned out only 3,000 
cats. Deliveries to dealers were slow and 
erratic, while some vehicles arrived with 
missing parts and simply could not be sold. 
To quote Time, again, “Two secured 
creditors and the New Brunswick govern¬ 
ment. which had put up more than $20 
million in cash and loan guarantees to 


FINGER 


obtain 67 per cent 
Canada Ltd, ^havc 
placed the compa¬ 
ny in receivership, 
closing the plants.” 


control of Bricklin 
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Simplified Procedure 
for Excess Capacity 

The procedure for recognising 
the unauthorised capacity of 
monopoly houses and foreign 
companies has been simplified 
according to a press note, 
issued by the ministry of Indus¬ 
try and Civil Supplies in New 
Delhi on November 4, 1975. 
Under the new procedure these 
companies need apply directly 
to the administrative ministry 
concerned for approval of the 
excess production and no sepa¬ 
rate application will be ncees- 
saiy under the MRTP Act or 
FERA as is required now for 
regular licence clearance. 

The simplified procedure will 
be followed in respect of in¬ 
dustries recently specified under 
the liberalised licensing policy 
allowing monopoly and foreign 
houses to utilise their installed 
capacity without limits even in 
excess of licensed capacity. 
The government reserves the 
right in such cases to impose 
certain conditions like exporting 
the excess production or selling 
it according to desired direc¬ 
tions. 

Production Step up 

For regular licence clearance 
as at present the monopoly 
houses and the foreign 
companies are to apply sepa¬ 
rately to get clearance under 
the MRTP Act or FERA as 
the case may be. But the 
ministry of Industry and Civil 
Supplies would like to reduce 
the time of clcrance with regard 
to excess production obviously 
because the liberalisation has 
been specially done to step up 
production in the shortest time 
possible. 

These companies arc now 
permitted to apply to the ad¬ 
ministrative ministries reco¬ 
gnising their excess capacity. 


giving particulars of the licence 
number and date, the licenced 
capacity, installed capacity, 
claimed additional production, 
proposed to be achieved in 
excess of the licensed capacity, 
production during the past 
three years and proposals for 
export. The administrative 
ministries have been authorised 
to give clearance to these appli¬ 
cations in consultation with 
the technical authority concer¬ 
ned and the Department of 
Company Affairs. The applica¬ 
tion need not go to the inter- 
ministerial task force as in the 
regular licence application. 

The government has pro¬ 
mised lo clear all such applica¬ 
tions within two months if the 
fuller utilisation of the installed 
capacity in excess of licensed 
capacity is to be achieved with¬ 
out the addition of any equip¬ 
ment either indigenous or im¬ 
ported. 

Indian Assistance for 
Oil in Tanzania 

Tanzania is understood to 
have sought India's assistance 
in its oil explcfration programme 
and strengthening of its oil 
industry. A high powered dele¬ 
gation headed by the chairman 
of the Tanzanian Petroleum 
Development Corporation 
visited this country to seek 
technical collaboration in a 
number of projects. 

Some of the areas in which 
the Tanzanian government is 
seeking India’s assistance in¬ 
clude aeromagnctic and seismic 
survey to identify the oil pros¬ 
pecting area. Tanzania is also 
seeking co-operation in setting 
up a lube blending plant at its 
existing refinery. The existing 
refinery in Tanzania is believed 
to be a mere dis 4 illation unit 
arid is not capable of producing 


heavier ends such as furnace 
oil and asphalt. Another area 
in which India may help that 
country is manufacture of 
drums for bitumen and other 
petroleum products. Tanzania 
had also approached India foi 
consultancy services for its 
giant Rs. 500 crores capital 
project in a number of sectors. 
An agreement has already been 
signed for this project. 

During its slay in the country 
the delegation had discussions 
with the senioj officials of the 
ministry of Peti oleum and Che¬ 
micals. India had, as far back 
as 1977. sent an expert delega¬ 
tion lo advise that country on 
exploration programme and 
setting up of refineries. On 
the basis of a detailed feasibi¬ 
lity report submitted by the 
Indian experts, the Tanzanian 
government had approached 
the United Nations for financial 
assistance which had been 
granted. An adviser has 
already been appointed in that 
country by the UNDP. 

Indo-Yogoslav Panel 

With the necessary infra¬ 
structure now available, India 
is making a determined bid to 
expoit complete cement and 
sugar plants. A first break¬ 
through in this direction is 
likely with Yugoslavia which 
is understood to have agreed 
for the import of these plants 
on turn-key basis either for 
itself or for export to third 
countries as a joint venture. 

The two sub-committees on 
trade and industrial co-opcra 
tion between India nd Yugos¬ 
lavia met in New Delhi 
recently to finalise the 
details. The main objccl of 
these meetings was diversifica¬ 
tion of trade between the two 
countries. 

The two countries had al¬ 
ready agreed to collaborate 
in the fields such as agricultural 
crawler tractors, ship building 
and shop ancillaries, leather 
tanning and shop processing, 
railway wagons and equipment, 
auto-ancilliarics and food 
processing. The cement and 
sugar manufacturing equip¬ 
ment are going to be added 
to the fist. Although the g 


structure of trade* between the 
two sides had undergone 
changes, traditional items such 
a tea, groundnuts, hides and 
skins and paper dominate in 
Indian exports to Yugoslavia 
and ships and ancillaries in 
Yugoslav export to India. 

Soviet Wheat Loan 

The two million tonnes of 
wheat which the Soviet Union 
gave India last year as loan 
is to be repaid by export of 
Indian goods. An under¬ 
standing to this effect has been 
reached between the two count¬ 
ries. The loan was originally 
to be given back in wheat. But 
the Soviet Union responded to 
the plea by India at the recent 
trade talks in Moscow that the 
repayment should be against 
export of Indian goods. Thus, 
a part of Indian exports for 
1976 , is likely to be accounted 
for by this factor in the trade 
plan for next year which has 
almost been finalised. 

It is estimated that exports 
by India during the next year 
will be about Rs 400 crores, 
while imports from Soviet 
Union will be of the order of 
Rs 270 crores. An agreement 
on kerosene, diesel oil and 
fertilizers for the next year is 
still to be reached and this is 
expected to be done during the 
December round of trade talks 
when the new trade and pay¬ 
ments agreement is expected 
to be .signed. 

Indo-Hungarhm 

Cooperation 

An industrial exhibition has 
been organised in the capital by 
HUNGEXPO, the Hungarian 
Foreign Trade Office for fairs 
and publicity. More than a 
dozen Hungarian foreign-trade 
companies arc participating, 
and they have put up compu¬ 
ter peripherals; nuclear, labo¬ 
ratory, electronic and geophysi- 
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cal instruments; turbines; 
broadcasting transmitters; 
machines for the shoe industry 
and a number of other types of 
machinery. 

At a pi ess conference on 
November 10, 1975, Dr. J. 
Markus, Commercial Coun¬ 
sellor of Hungary in New Delhi, 
stated that Indo-Hungarian 
trade had increased from eight 
millions of rupees in 1955 to Rs 
567 million in 1974. The targei 
for the current year was set at 
Rs 800 million but due to a 
number of causes, this may not 
be reached. Said Dr. Markus: 
“The problem which we are 
facing at the present Mage of 
cooperation between India and 
Hungary is that the exchange 
possibilities of traditional items 
are decreasing, and the share of 
industrial finished goods for 
both imports and exports is 
relatively small". I le hastened 
to add that the search was go¬ 
ing on for non-traditional items 
for adding to Hungar} \s import 
list from India. 

New Products 

During i he current year, such 
products as textile machinery, 
office machines, automobile 
ancillaries. locks. hic>clc parts, 
transistorr adios. record players, 
gramophone records, leather 
garments and tinned products 
had been exported to Hungary 
from this country. Di. Markus 
also suggested that Indian 
manufacturers should hold an 
exhibition in Budapest to 
popularise their products in the 
Hungarian maike;. 

Mr 1st van Kas/.iv director 
of HUNGFXPO. who also 
addressed the new .men. said 
that more than 100 kinds of 
products laid been exhibited, 
and most of these had won 
esteem all over the woild. He 
was of the view that the exhibi¬ 
tion would promote increased 
cooperation between the two 
countries. 

Special nicnion needed to 
be made of Vidcotan Corpora¬ 
tion which had displayed such 
computer peripherals as line 
printer, card reader and mag¬ 
netic disc drive. Mr I. I*. 
Novak, Computer Export 
Manager of Videotan, stated 
that there were bright prospects 
of cooperation between his 
enterprise and the Electronics 


Corporation of India Ltd. 
(Hyderabad) in the manufac¬ 
ture of computer peripherals. 

Ordinance on 
Smugglers’ Property 

The President, Mr Fakbru- 
din Ali Ahmed, promulgated on 
November 5, 1975 and Ordi¬ 
nance providing for forfeiture 
of illegally acquired properties 


of smugglers and foreign ex¬ 
change racketeers. The measure, 
which is part of the Prime 
Minister, Mrs Indira Gandhi’s 
20-point programme for res¬ 
tructuring the economy, comes 
into force with immediate 
effect. 

The Ordinance makes it 
unlawful for any person to 


whom its provisions apply to 
hold any illegally acquired 
property, whether movable or 
immovable, either by himself or 
through any person on his 
behalf. Such property has been 
made liable to forfeiture to the 
central government. Provi¬ 
sion has, however, been made 
to ensure that while small 
one-time offenders, due to 
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inadvertance, or otherwise, 
are no ^proceeded against, the 
big or habitual offenders do 
not escape the clutches of the 
law. 

Iranian Loan for 
Kudremukh 

Iran will extend £630 million 
Joan to India for the develop¬ 
ment of the Kudremukh iron 
ore deposits in western India 
under an agreement signed 
in Teheran on October 5 by 
Mr Y.B. Chavan, union 
Foreign minister, and t lie 
Iranian Finance minister, Hous- 
hang Ansuri. Under the agree¬ 
ment, Iran will also supply 
India with an additional two 
million tonnes of crude oil at 
preferential terms. The two 
countries agreed on joint deve¬ 
lopment of the Kudremukh 
mines last April. The produc¬ 
tion will start in four to five 
years, and half of the output 
will be shipped to ltan for a 
20-vear period. 

The two sides agreed that 
Iran would grant o credit • 
the amount of which was not 
specified—for pari of the 
additional oil purchase by 
India. Details will be negotia¬ 
ted later. Several other co¬ 
operation projects were also 
discussed during Mr Chavan’s 
recent visit. 

International Body 
for Standardisation 

An Indian delegation headed 
by Mr B.S. Krishnamachar, 
Director General of the Indian 
Standards Ins'itui ion left lbi 
Madrid to attend a series of 
meetings of the Steel Commi¬ 
ttees of I he International Or¬ 
ganisation for Standardisa¬ 
tion India holds the secretarial 
for thtse committees in view 
of the pioneering work done 
by *hc 1SI in the field of sted 
standardisation. The forth¬ 
coming meetings will have an 
important bearing on the unifi¬ 
cation of steel standardisation 
among member countries in the 
world. 

The sub-commiitee on classi¬ 
fication and designation of steel 
will consider proposals sub¬ 
mitted by India on the classi¬ 
fication and designation of 
steels and a glossary of terms 
for wrought steel products. 
The sub-committee on dimen¬ 
sion of iron rolled steel sec¬ 


tions will discuss five proposals 
for sloping flange beam, 
column and channel sections, 
three of which have been pro¬ 
posed by India. Among the 
members of the delegation are 
the general managers of Alloys 
Steel Plant and Hindustan 
Steel Ltd, general works mana¬ 
ger of India Iron and Steel 
Co. Ltd and director of Inter¬ 
national Nickel India Lid. 

Workshop on Defence 
Supplies 

The engineering industry, 
both in the public and private 
sectors has played a vital role 
in the defence of the country. 
The industry has built up a 
high level of technology', com¬ 
petence and capacity tv> manu¬ 
facture components and fini¬ 
shed products required foi 
defence. With a view to fur¬ 
thering the concept of self- 
reliance the Association of 
Indian Engineering Industry 
(AIE1) has already set up a 
Defence Supplies Sub-Commi- 
ttce which carries on periodical 
meetings with the Department 
of Defence Supplies to review' 
the present level and to con¬ 
sider further development pro¬ 
grammes of indigenous manu¬ 
facture. 

With a view (o provide 
a further boost to indigenisa- 
tion effort AIF.J is organising 
a workshop on Defence Supp¬ 
lies on December 4, 1975 in 
Calcutta. Mr Ram Nivas 
Mirdha, minister for Defence 
Product ion. will be the chi-ff 
guest. The objectives of the 
workshop are (1 > to provide a 
fillip to the indigenisation 
effort, (2) to evolve guidelines 
for achieving the objectives of 
sclf-r‘liance, (3) to evolve 
guidelines for inspection of 
defence stores, and (4) to con¬ 
sider possibilities of improving 
capacity utilisation in engineer¬ 
ing units by diversification into 
defence production. Mr J.P. 
Kacker, Additional Secretary, 
Department of Defence Supp¬ 
lies will present the keynote 
address for the session on 
Indigenisation of Defence 
Stores. Major General R. 
Janardhanan, Director Gene¬ 
ral of inspection, ministry of 
Defence will deliver the key¬ 
note address for the technical 


session on inspection proce¬ 
dures. 

UK Assistance for 
Shipbuilding 

MrP.B.M. King, permanent 
secretary, ministry of Overseas 
Development, UK, stated in 
Cochin recently that Britain 
would provide Rs 19 crores as 
aid for importing materials 
needed for building the first 
five ships of 75,000 dwl. each 
at the Cochin shipyard. Mr 
King who visited the shipyard 
recently described the aid as 
an example of Indo-British 
economic cooperation and said 
this would enable transfer of 
British shipbuilding technology 
to India. He held discussion 
with the shipyard chairman. 
Vice Admiral, N. Krishnan, on 
the progress of w'ork going on 
at the shipyard. 

Idikki Generator 

The first generator of the 
Idikki hydcl project in Kerala 
would be commissioned to¬ 
wards the last week of January, 
Mr M.N. Govindan Nair, 
minister for Transport and 
Electricity stated recently. The 
trial run of the lirst generator 
has already taken place. Mr 
Govindan Nair stated that 
though the entire work on the 
first generator, including test¬ 
ing, would be completed by the 
third week of December, it 
could be commissioned only 
after th* Canadian collabora¬ 
tors had inspected it. The 
Canadians would be coming 
here only by January 5, and the 
inspection would take about 
two weeks. 

Oil from Bombay High 

The Oil and Natural Gas 
Commission has finalised a 
contract for hiring a second 
jack-up type drilling vessel to 
expedite the drilling of oil 
production wells in the off¬ 
shore Bombay High structure. 
An American firm, Atwood 
Oceanic will provide, its drilling 
vessel “Shanan Doah” for 
drilling operations on contract, 
initially for 12 months. A 
foimal agreement for the pur¬ 
pose is expected to be signed 
shortly according to ONGC 
sources. The new drilling vessel 
is stated to be an improved 
version of the jack-up type 
offshore drilling vessels. The 
“Sagar Samrat” of the ONGC 


is also a jack-up drilling vessel. 
With the arrival of Shanan 
Doah the ONGC will have four 
drilling vessels in operation 
on the Bombay High structure, 
two for drilling production 
and developmental wells and 
two for drilling exploratory 
wells. The new drilling rig 
is expected to reach Bombay 
High by early next year and 
start drilling product ion-cum- 
developmcntal wells on diffe¬ 
rent locations in the area 
throughout next year. 

Garments by Deaf 
Women 

In its determined bidtoieha- 
bilitatc the country’s over 1.5 
million deaf in a scientific 
way, the All India Federa¬ 
tion of the Deaf, New Delhi, 
among many other projects is 
shortly setting up a garments 
manufacturing unit in New 
Delhi called the National 
Technological Institute of 
Clothing and Fashion Design¬ 
ing for Deal* Women. The 
scheme has been specially 
drawn as a iribu'c to the 
International Women's Year in 
a practical way. Initially about 
25 to 30 deaf girls will be 
trained annually in such oc¬ 
cupations. 

UNFPA Assistance 

Tl'c United Nations Fund 
for Population Activities 
(UNFPA) allowed $21 million 
grant to support India's family 
planning programme. The 
grant is to he utilised for ex¬ 
pansion-of the slcrli w.tion pro¬ 
gramme, supply of oral con¬ 
traceptive pills, strengthening 
of family planning pro¬ 
grammes in mining areas and 
introduction of population 
education in regional trade 
union centres. The hugest allo¬ 
cation is for the sterilisation 
programme to bring the birth 
rate down to 25 per 1,000. An 
estimated 3.4 million male 
and seven million female steri¬ 
lisation cases are to be suppor¬ 
ted ovei a period of four years. 
UNFPA is likely to approve a 
government of Indias* project 
to expand condom production 
facilities at Trivandrum lo 
produce additional 144 million 
pieces a year. Thepioject is an 
integral part of the live-year 
agreement between the govern¬ 
ment of India and UNFPA. 
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COMPANY 

AFFAIRS 


ACC 

Tiu: associated Cement Com¬ 
panies has not only fully reco¬ 
vered from the severe set hack of 
the previous ycai bul it has also 
declared the highest dividend 
of 14 per cent for the year 
ended July 31, 1975. The pro¬ 
posed dividend is, however, sub¬ 
ject to the permission of the 
Industrial Finance Corporation 
of India (1FC) and State Bank 
of India (SBI) . Out of the 
recommended dividend, 5.4 per 
cent will be payable after the 
annual general meeting and the 
remaining 8.6 per cent in two 
equal instalments in July 1976 
and July 1977 as per the divi¬ 
dend rest notions act. 

Production of ceinenl recor¬ 
ded a smart rise to 57.95 lakh 
tonnes from 52.95 lakh tonnes 
in 1973-74 while sales registered 
a substantial expansion from 
52.85 lakhs tonnes io 58.19 
lakh tonnes. The income from 
sale of cement rose sharply to 
to Rs 121.10 crores from Rs 
89.52 crores in the preceding 
year. Gross profit more than 
doubled to Rs 12.92 crores 
from Rs 4.83 crores in 
the previous year. Out of the 
gi oss profi (, t he d i reel or s have 
appropriated a sum of Rs 
395.53 lakhs to depreciation 
reserve as against Rs 423.56 
lakhs in 1973-74 while the 
allocation to development re¬ 
bate reserve was reduced to Rs 
26.17 lakhs from Rs 79.24 
lakhs. 

Net Profit 

A sum of Rs 244.30 
lakhs was earmarked for taxa¬ 
tion as against no piovision in 
the earlier year. This leaves 
a net profit of Rs 625.84 lakhs 
in sharp contrast to a loss of 
Rs 19.48 lakhs. After adjust¬ 
ments the disposable surplus, 
amounted to Rs 976.83 lakhs. 
The proposed dividend of Rs 
14 per share will absoib Rs 


398.77 lakhs. The remaining 
Rs 578.06 lakhs has been 
carried forward. 

The company could achi *vc 
such commendable results not 
only because of higher pro¬ 
duction and sales and but also 
due to the more “icalistic 
price” for cement. This apart, 
the energetic steps taken by the 
government in removing the 
bottlenecks in coal, wagons and 
power supply have also accoun¬ 
ted for ihe substantial improve¬ 
ment in working results 

Indian Aluminium 

Sales revenue of Indian Alu¬ 
minium Company, including 
excise duty in the first six 
months of 1975 at Rs 346.2 
million was Rs 70 9 million 
higher than that achieved in 
the comparable period of 1974. 
Shipments totalled 18,721 
tonnes of ingots and 9,910 
tonnes of semi-fabricated pro¬ 
ducts as against 15,890 tonnes 
and 13,585 tonnes respectively 
in the lirsi half of 1974. The 
increase in sales revenue was 
primarily due to additional 
excise duties and aluminium 
price increases permitted by 
government to compensate for 
raw material price increases 
and additional power costs. 

Despite increased sales re¬ 
venue, pre-tax profit declined 
by 15 per cent to Rs 23.1 
mill*on as compared to the 
corresponding period of 1974. 
This was due partly to fun her 
under-utilisation of capacity 
and partly to the flow through 
of raw material price increases 
under the company's practice 
of charging raw materials to 
production on the basis of 
average cost. The booking of 
tax holiday relief on the lirst 
stage of the Belgaum smelter 
as well as development rebate 
on the recently installed second 
half of the new 20,000 tonnes 


smelter has significantly ic- 
ducei the required provision 
foi taxes. The net profit of Rs 
15.6 million L marginally 
higher than the Rs 15.2 million 
earned in the same period of 
1974. 

Production Shortfalls 

Power shortages and inter¬ 
ruptions restricted the com¬ 
pany's metal production in the 
half-year to 33,227 tonnes 
or about 62 per cent of effective 
capacity. The Belgaum smelter 
was subject to a 35 per cent 
power cut for the first three 
months of the \cur and tK\e- 
after to a 40 per cent cu-. 
Despite a recent reduc ion m 
the rate of power uu. io,al 
supply is inadequate and pro¬ 
duction from the new smelter 
continues to be negligible. 
Lfforls to obtain additional 
power are continuing. At 
ilirukud. the power cut was 
60 per cent during the lira 
two months. Thereafter, ti 
was reduced by stages until Fail 
power was restored on M;t> 
25. Due to the racial shoil- 
age and power res trie, ions u» 
the rolling mills, the output of 
semi-fabricated, productwas 
low. Production of alumina 
also had to be restricted be¬ 
cause of reduced olf-lakc by 
the smelters. 

The second half of the new 
20,000 tonnes smelter project 
at Belgaum has been completed 
and commissioned except for 
certain minor ancillarics which 
are under installation. Indust¬ 
rial licences from the govern¬ 
ment of India for the proposed 
expansion of semi-fabrication 
facilities arc still awaited. Pro¬ 
gress is being made in connec¬ 
tion with the company’s pro¬ 
posed pre-baked carbon block 
project at Bilgaum. In view of 
the provisions of the Com¬ 
panies (Temporary Restrictions 
on Dividends) Act 1974, the 


directors have decided not to 
declare an interim dividend for 
1975. 

Vardhman Spinning & 
General Mills 

1 iv spite of severe power 
cuts imposed in the slates of 
Punjab and Haryana, Vardli- 
mau Spinning and General 
Mills Lid. has been able to 
maintain good results during 
the year ended March 31, 1975. 
Af.cr providing for deprecia¬ 
tion but before development 
rebate and taxation, the nel 
profit ol the company worked 
out to Rs 115.86 lakhs as 
compared to ihe last year's 
figure of Rs 124.74 lakhs. The 
company's subsidiary Maha- 
vir Spinning Mills Ltd,—is 
set tun.' up a spinning unit of 
25,000 Spindles at Husluarpur. 
The construction work of the 
factory is nearing completion 
as pei schedule. 

I he management is confident 
l!iat li e unit shall start 
production with a minimum 
complement of i0,000 spindles 
by the end of the current 
financial year and thus seize 
the opportunry of being the 
lir.u gi\e a blow io the mdu- 
sn i il backwardness of Hoshiar- 
pur disliiel ol Punjab and to 
pin it on the stream > of indust¬ 
rial advancement and economic 
growth. Mahc.vir Spinning 
Mills is pUmurig to enter 
the capital market shortly. 

Increase in Capacity 

Meanwhile -.epN are being 
taken to increase the installed 
cana;it\ of its cyst lug spinning 
unit at Ludhiana from 35.000 
spindles to 50.000 spindles for 
which necessary licence has 
iiheads -been obtained. This 
expansion shall make the spinn¬ 
ing unit at Ludhiana economi¬ 
cally more viable and sound. 
The compam is also fun her 
studying the possibilities of 
diversification of ns produc¬ 
tion base by adding other activi¬ 
ties. In tact, the need of the 
hour is to have a broader base 
of activities, in order to stabi¬ 
lize the earnings expressed in 
terms of a unit of diare of 
the company. The last few 
months have witnessed volatile 
changes in the fortune of textile 
industry. The board of direc- 
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tors is fully conscious of these 
needs and given time to imple¬ 
ment the long term plans, such 
cyclical fluctuations, it is con¬ 
fidently felt, will fail to have 
any percept ible influence on the 
ovciall results of the company. 

Indian Rubber 
Regenerating 

The Indian Rubber Re¬ 
generating Company Ltd 
has shown good performance 
during 1974-75 with the turn¬ 
over rising from Rs 136 lakhs 
to Rs 178 lakhs and pre-tax 
profit from Rs 10 lakhs to Rs 
15 lakhs. The turnover for the 
first five months of current 
year 1975-76 has been lower at 
Rs 60 lakhs as compared to 
the corresponding period of 
the previous year. This is 
mainly on account of the 
severe power cut enforced by 
the government, as a result 
of which, the company has been 
able to reach only 72 per cent 
production of the correspond¬ 
ing live months of the previous 
year. However, it is hoped 
that with good monsoon, the 
government will soon lift the 
power cut and the company 
shall be able to improve its 
production levels, at least to 
achieve production equivalent 
to 95 per cent of the previous 
year. 

As a direct consequence of 
the power cut and shortage in 
the domestic market, the com¬ 
pany had to withdraw from the 
export market, which it had 
built up at great efforts. Mr 
R.R. Kamani, the chairman, 
has therefore appealed to the 
authorities that adequate rela¬ 
xations should be granted in 
power cut and other areas so 
that the company is able to 
retain its export markets, which 
require considerable effort and 
expense to build. 

EMC 

Electrical Manufacturing 
Company’s achievements since 
it was established in 1953 have 
been commendable as a whole. 
In the last 22 years, the equity 
capital orginallv invested by the 
shareholders of Rs 100 has 
become Rs 560, by issue of 
bonus shares. Besides this, on 
the original capital, average 
dividend declared up to the 


year 1974-75 works out to 23 and extra high tension trans- diversified into new fields in 
percent, which comes to five mission lines. all its plants. In the cable 

times of the capital invested. For the current year the plant, completely new items of 
The company continues to company as well as its wholly- line hardwares which were 
hold the top position as leader owned subsidiary, EMC Steelal hitherto imported, have been 
in the field of electrical trails- lij., have shown a good per- introduced. At the same time 
mission. In fact, this is the formancc and the total profits, production of the line hard- 
only company in the whole a ft er taxation, amount to Rs wares has also been sub- 
of Asia which manufactures 22.20 lakhs. It is hoped the stantkdly increased.. In the 
towers. Earthwircs, conduc- profitability of the company extrusion plant, the company 
tors, hardwares, and also un- will substantially increase in has diversified to produce some 
dcrtakes turn-key design and future. °f the difficult items required 

construction of high tension The company has recently by the defence which so far 
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were being imported. In asso¬ 
ciation with some ancillary 
industries, the company is 
shortly planning to establish 
aluminium fabrication facili¬ 
ties. In the casting plant, it is 
producing besides its own 
requirements, sophisticated' 
items required by other indust¬ 
ries, such as MICO, TELCO, 
etc. The company is today one 
of the foiemost manufacturers 
of non-ferrous quality castings. 
Production has already been 
substantially increased and is 
further planned to be doubled. 
In the power factory of its 
wholly-owned subsidiary, KMC 
Steelal Ltd, higher production 
targets have been aebteved and 
further modernisation of the 
fabrication shops is being 
undertaken to achieve still 
higher level of production. The 
tower testing station at Naim 
has been improved and enlarg¬ 
ed to lest much bigger si/cs 
of towers which were formerly 
being tested outside India. 

In the field of new products, 
the company has successfully 
negotiated with Preformed 
Line Products Co of the 1JSA, 
to manufacture complete range 
of their products for which 
necessary manufacturing facili¬ 
ties are being created. PLP 
products arc specialised trans¬ 
mission line hardwares and 
accessories which will he ex¬ 
clusively manufactured by the 
company in India. There is also 
a big scope for its export to the 
neighbouring countries. The 
company's proposal for- manu¬ 
facture of cross-linkc.l poly¬ 
ethylene cables in collahora- 
tionwith General Electric of 
the USA has now been more or 
less finalised by the govern¬ 
ment. The company will now 
be going ahead in establishing 
this plant with new technique. 
XLP cables, besides having 
enormous scope in India, have 
also potential scope of exports 
to the west Asian countries. 

Siemens 

Siemens India hosted a three- 
day export seminar which com¬ 
menced on October 29. Repre¬ 
sentatives of various companies 
in south east Asia, Bangladesh 
and Sri Lanka participated in 
the seminar. Participants 
from Siemens Germany inclu¬ 
ding the Direct or-in-Charge 


of Overseas Opeiations came 
specially here for the seminar. 

Siemens India sfaited its 
export activity in 1968 with a 
turnover of Rs 2 lakhs. Today 
the turnover has crossed Rs 5 
crorcs. Siemens India/ an 
eligible Export House arc not 
only selling products but also 
undertaking the electrification 
of complete projects such as 
textiles, paper mills, cement 
and sugar factories. Already 
such projects have been commi¬ 
ssioned in Iraq, Iran, Muscat, 
Malaysia, Singapore, Indonesia, 
S. Korea as well as Sudan, 
Kenya and Tanzania. Siemens 
erection engineers also under¬ 
take the erection and commis¬ 
sioning of plants supplied 
directly by Siemens Germany. 
The seminar is intended to dis¬ 
cuss measures for increasing 
exports, particularly in south 
east Asia. 

Larsen & Toubro 

The first high pressure 
hydraulic excavator to be ma¬ 
nufactured in India has succe¬ 
ssfully undergone proving tests 
and trials and is ready for 
delivery. Manufactured at the 
Bangalore works of l arson 
& Toubro Limited (I. & T). 
the first machine has been or¬ 
dered by the National Mineral 
Development Corpora 1 i on 

Limited for loading iron ore 
fines at its Kiriburu project in 
Orissa. The bucket capacity 
of this crawler mounted 
machine is 900 litres. The 
machine openUes at a hydraulic 
system pressure of 4300 psi. 


L &Treceived the industrial 
licence and launched the 
hydraulic excavator project in 
i ebruary 1974 in technical 
collaboration with Poclain SA, 
France, the world’s largest 
manufacturer of hydiaulic ex¬ 
cavators. The total estimated 
investment on this project is 
Rs 6.7 crorcs. The L&T fac¬ 
tory av Bangalore lias been 
built on a 67-acre plot along 
Bangalorc-Ilyderabad Hi gb - 
way, 11 km from Vidhana 
Soudha. 

L&T Poclain hydraulic 
excavators will be manu¬ 
factured in two versions— 
crawler mounted and wheel 
mounted. The first machine has 


48 per cent indigenous content, 
mainly comprising the engine, 
undercarriage and some fabri¬ 
cated components. In three 
years, both the wheel and 
crawler versions will have 90 
percent indigenous content. 
L &T's producti on programme 
envisages the manufacture of 30 
machines by April 1976. 
It will be phased increase in 
production till the licensed 
capacity of 150 machines is 
reached. 


Poclain hydraulic excavator 
are already in operation at 
many projects in India. Over 
15 machines arc on order, 
the customers including Bharat 
Coking Coal Limited, the 
Maharashtra government. 
construction contractors and 
mining enterprises. L&T has 
fully geared itself to provide 
the customer the necessary re¬ 
placement parts and servicing 
facilities from strategic centres 
all over the country. 

News and Notes 

A gear less bulk carrier of 
64,200 DWT, costing. Rs. 
17.50 crorcs named M.V. 
Marat ha Mariner, ordered by 
Hindustan Bulk Cartiers I uni¬ 
ted, a company sponsored by 
Chowgule Steamships Ltd. 
was launched at the Cockerill 
Yards Hoboken, Belgium, on 
November 4, 1975. 

The Electronics Corporation 
of India Limited (LCIL). a 

government of. India enter¬ 
prise, plans to market this year 
about 25 compiler systems, for 
use in commercial data pro¬ 
cessing , real-time and scientific 
application areas. Of the total 
25 systems, about 8 computers 
u ; ll be for commercial data 
processing applicalions. 

Blundell Eoinitc Paints Ltd, 

a leading paint manufacturer, 
has introduced a new car paint 
named “Garlac Auto Finish 
with Acrylic” The new nitro¬ 
cellulose paint possesses several 
built in advantages not or¬ 
dinarily found on other com¬ 
parable products. The com¬ 
pany had been licensed to 
manufacture 500 tonnes of 
Garlac per annum. There is 


hardly 2 to 3 p.c. imported 
content in the new paint. 

New Issues 

To meet the growing demand 
for hydraulic equipment SLM- 
Maneklal Industries is promot¬ 
ing a new venture in technical 
and financial collaboration of 
G. L. Rexioth GMBH of West 
Germany for the manufacture 
of various types of hydraulic 
equipment. The new com¬ 
pany, Rexroth-Mancklal, is 
expected to commence pro¬ 
duction by the end of 1975. 
The company’s plant will be 
situated at Vatva, near 
Ahmedabad. 

The company's project is 
estimated to cost Rs 209 lakhs 
and will be financed by the share 
capital of Rs 75 lakhs, term 
loans of Rs 96 Juki's, foreign 
exchange loans of Rs 16 lakhs 
from ICICI and deferred pay¬ 
ment. cash accruals and depo¬ 
sits of Rs 22 lakhs. To raise 
part of the resources required 
for the implementation of the 
project the company is expec¬ 
ted to entci ike capital market 
with a public Bsue shortly. 

The company intends to ex¬ 
port a portion of it^ production 
to Lurope and other countries. 
The company's collaborators, 
who are leading producers of 
hydraulics in the world and 
have lacluriesin Brazil, France 
the UK and the US. are expec¬ 
ted to help ibc company in ex¬ 
porting its products. 

Capital & Bonus Issues 

Consent h/.s been granted to 
seven companies \ o raise capital 
of over Rs 4.04 crorcs. The 
details are as follows* 

Isra Electro Carbons Limited, 
Delhi, h>> been accorded con¬ 
vent to caphali-e Rs 1 crore 
dividend into 10 lalh equity 
shares of Rs H) each to be 
issued privately foi cash at par. 
The proceeds of the issue are 
to be utilised to meet a part of 
the finance required for setting 
up a mid-get caibon electrodes 
factory al Allahabad, U.P. 

Tamilnadu Paper and Pulp 
Products Ltd, has been granted 
consent to capitalise Rs 36 
lakhs (inclusive of capital 
already raised) divided into 
2,70,000equity shares of Rs 10 
each and 9,000 11 p.c. redeem¬ 
able cumulative preference 
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shares of Rs 100 each for cash 
at par. Out of which equity o<* 
Rs 16.20 lakhs ami preference 
of Rs 5.40 lakhs will be offeted 
to the public by prospectus. 
The purpose is to meet a part 
of finance required for the 
man u fact u re o f packagi n g 
material, pulp and other paper 
products. 

Tanfort Tyres Limited, 
Bangalore, has been accorded 
consent to capitalise Rs 8,15,600 
divided info 81,560 equity 
shares of Rs 10 each all for 
consideration other than cash 
at par to the promoters of the 
company against supply of 
plant and machinery by Indust¬ 
rial Construction Company, 
Calcutta, for financing the 
project for l h c man u 1 act u re ^ 1 f 
lyres and tubes. 

Maco Private i a mi led. New 

Delhi, ha, been accorded con¬ 
sent, valid for three nn-niK, to 
capitalise Rs 5.75 lakh'- out 
of its gencod iv-cr\<‘ „nd issue 
fullv paid equity dune* ol Rs 
1.000 each as bonus shaies in 
the ratio of one bonus • hr re for 
every one equity shaie held. 

Pradeshiva Industrial and 
Investment Corporation of 1.1‘. 
Limited, Lucknow, having a. 
paid up capital of Rs 283 


lakhs has been accorded con¬ 
sent for the issue of 10,000 
bonds of Rs 1,000 each totall¬ 
ing Rs 100 lakhs (with a right 
to retain up to 10 per cent of 
the notified amount in the event 
of over-subscription carrying 
interest 6J per cent, per 
annum and to be redeemed at 
par after 10 years, for cash at 
an issue price of Rs 988.50 
per bond bv private placement. 
The proceeds will be utilised 
for augmenting the resources 
of the corporation. The con¬ 
sent is valid for a period of 12 
months, only. 

Indian Dyestuff Industries 
Limited has been aaccnrdcd 
consent, valid for 12 months, 
to capitalize Rs 1.50,00,000 out 
of its general reserve and issue 
fully paid equity shares of Rs 
100 each as bonus shares in the 
ratio of one bonus share for 
every two equity shares held. 

The Bharat Suryodaya Mills ! 
C ompany Limited, Ahmedabad, 

has been accorded consent, 
valid, for three months, to capi- : 
ialisc Rs 6,10.800 out of its ! 
general reserve and issue fully j 
paid equity shares of Rs 100 ; 
each as bonus shares in the j 
ratio of one bonus share for ! 
every two equity sluues held. j 


Dividends 


(Per cent) 


Fquily dividend declared for 


Name of the company Ve:i 

, r ended C urrcnl year 

Previous 



• 

\ ear 

Higher divide.ud 




Bujnj Auto 

March 31. 1975 

12.0 

10.0 

Brijaj iilceiricJs 

March 31, 1975 

10.0 

7.5 

BhanR Bijikr 

June 30, 1975 

12.0 

8.0 

IDL Chemicals 

June 30, 1975 

12.0 

10.0 

Same Dividend 

Chemicals and Plastic. 

MutcIi 31, 1975 

Nil 

Nil 

Chcntn Pharma L.hou.inries 

March 31, 1975 

Nil (a) 

Nil (bj 

Dawn Mills 

March 31, 1975 

12.0 

12.0 

Ncclamalai Tea 

June 31, 1975 

Nil 

Nil 

Reduced Dividend 

Vijaya Kumar Mills 

June 30, 1975 

7.5* 

12.0 


*On the enlarged capilal 

(a) Fifteen months ended March 31, 1975 (b) Twelvemonths 
ended December 3J, 1973. 
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may be one of 

those with skill bul 
no money.You bad 
boner come to os. 
Wo will 
finance yoo. 

We have schemes. Quite a tew of 
them for people just like you. 
Schemes which will help you set up 
your enterprise, make a decent 
living...and march towards prosperity. 

For details contact our nearest branch. ' 

i$&\ bonk of 
moIxwo/Hra 

1177, Budhwar Peth, Bajirao Road, 
Poona-411002 v 
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RECORDS 

AND 

STATISTICS 


International 
trade, payments 
& development 
finance 

It is now accepted that the sys¬ 
tems of international trade, 
payments, and finance arc 
closely interlinked, and that 
economic developments and 
policy actions in an; one of 
these spheres are likely to have 
an important bearing on 
developments on others, and 
on the scope and nature of 
policy actions taken in res 
ponse to those developments. 
Ji is also widely recognized 
that inter-relationships among 
these three spheres have parti¬ 
cular importance for de\elop¬ 
ing countries, and that elimina¬ 
tion of the inadequacies in 
the international trade and 
payments system would require 
a coordinated process of 
reform covering items in all of 
these spheres. 

Various Aspects 

Previous reports to the 
Board have explored various 
aspects of the interrelated 
policy actions in the areas of 
trade, finance and money that 
would be required to that end. 
The report 1 to the thirteenth 
session of the Board placed 
particular emphasis on the role 
that measures to improve the 
conditions under which 
developing countries enter 
world commodity trade and 
export manufactuies could 
play in improving the balance 


The Indian Institute of 
Foreign Trade will be con¬ 
ducting in New Delhi during 
November 17—20 a National 
Seminar on "The New Inter¬ 
national Economic Order and 
UNCTAD IV : Implications 
for India". In this connection, 
this note on the 15th session 
of the Trade and Develop¬ 
ment Broad of UNCTAD 
held in Geneva last August 
may be of interest. 

of payments adjustment pro¬ 
cess. The report* to the 
fourteenth session of the Board 
reviewed the role of emergent*; 
assistance in permitting pa>- 
menls balance at reasonable 
level of trade and economic 
activity for those countries 
whose economic situation anti 
prospects had been adverseh 
affected by the recent changes 
in the structure of international 
prices. 

Commodity Strategy 

The report also set out 
in detail the need for longer 
term reform of the trading 
system, and in particular lor a 
new international commodity 
strategy. These various 
aspects of the question of 
interdependence retain the 
same relevance and urgency 
today as when these teports 
were first prepared. Rather 
than review these issues, how¬ 
ever, the present report com¬ 
ments briefly on the extent to 
which the notion of inter¬ 
dependence has found its way 
into international economic 
.negotiations, and then dis¬ 
cusses in some detail one fur¬ 
ther aspect of the issue of 
interdependence that is of parti¬ 
cular importance in the current 
economic situation; namely, 
the problem of defining appro¬ 
priate naiional and inter¬ 
nation;,! policies to deal with 
balance of payments deficits 


associated with slructuial pay¬ 
ments surpluses and w'ith re¬ 
cession in the major developed 
market economy countries. 

Although tne relevance of 
the general notion of inter¬ 
dependence has been acknow¬ 
ledged in the terms of reference 
of various negotiating forums, 
this recognition has yet to 
be translated into specific 
policy actions. Thus, the terms 
of reference of the Committee 
of Twenty (resolution 27-10 
of the Board of Governors) 
stated that. 

"In considering and re¬ 
porting on the matters 
covered by (a) above, i.e.. 
all aspects of reform of 
the international mone¬ 
tary system the Commi¬ 
ttee shall give full atten¬ 
tion to the interrelation 
between these matters 
and existing or prospec¬ 
tive arrangements among 
countries, including those 
that involve international 
trade, the flow of capital, 
investment, or develop¬ 
ment assistance, that 
could affect attainment 
of the purposes of the 
Fund under the present 
or amended Articles*'.* 

in fact, however, it is doubtful 
that it could be said that the 
Committee gave its full atten¬ 
tion to these matters. 

Outline of Reform 

To be sure, tjic linal report 
of the Committee of Twcnt y did 
explicitly recognize one aspect 
of interdependence: the role 
that capital flows to dexeloping 
countries play in the satisfac¬ 
tory operation of the balance 
of payments adjustment mecha¬ 
nism. Thus, the "Outline of 
Reform *, in which it was agreed 
that a Council should be created 
"to supervise the management 
and adaptation of the mone¬ 
tary system", states that: 

"The Council will over¬ 
see the continuing opera¬ 
tion of the adjustment 
process. In this conne¬ 
ction the Council will at 
regular intervals review' 
developments in world 
payments and liquidity 


and the aggregate net 
flow of real resources to 
developing couniries". 4 

As part of the immediate 
steps decided upon in the 
autumn of J974, an Interim 
Commute of the Board of 
Governors of the IMF was 
created, with an advisory role 
in the aieas in which the Coun¬ 
cil was to have decision-making 
powers, and with similar com¬ 
position and procedures. A 
joint ministerial committee 
of the Boards of Governors of 
the Bank and Fund on the 
transfer of real resources to 
developing countries was also 
created. Its terms of reference 
call on it to maintain an over¬ 
view of the development pro¬ 
cess and to advise and report 
to the Boards of Governors 
of the Bank and Fund on 
all aspects of the broad ques¬ 
tion of the transfer of real 
resources to developing coun¬ 
tries. 

Adjustment Process 

Both Committees have 
met three times since their 
creation; 5 the interim commi¬ 
ttee has yet to consider the as¬ 
pects of interdependence re¬ 
ferred to above, and (heir 
ielc\ance to the adjustment 
process, while the joint minis¬ 
terial committee has not as 
>et produced concrete results. 
Moreover, while each commi¬ 
ttee takes full account of the 
work of the other, the exis¬ 
tence of separate committees 
has tended to encourage the 
compartmcntali/al ion of 
monetary and development 
issues. 

Howexer. it is precisely the 
narrow compartmentalize ion 
of issues that has contributed 
to the inadequacies of past 
discussions on monetary re¬ 
forms , as may be seen in 
considering the discussion of 
t he balance of payment s ad¬ 
justment process. While 
agreement on how the adjust¬ 
ment process could and should 
be made to function better has 
been incomplete, there were a 
number of important and 
fundamental assumptions that 
were shared—implicity if not 
explicitly- by the participants 
in the debate. 

In the Committee of Twenty, 
NOVEMBER 14, 1975 


EASTERN ECONOMIST 


919 



Century Rayon 

An example of social 
responsibility 


Ciiituiy Ray».i sets rn tui.ipli to cthtr large 
corporation! by its policy of synthesising 
service to the community. fulfilment of Tie 
obligations to the employees, the customers 
and the shareholders. And yet, you will be 
surprised, it is making the highest contribution 
to the netional exchequer by way of tax 
payments as well as foreign exchange savings 
and earninge 

In spite of runaway inflation In ths coat of raw 
materials end other inputs such as labour, 
spares, fuel and water. Century Rayon eats 
another example by holding the priceline for 
its products. 


PROFESSIONAL MANAGEMENT: 
Besides (tie philosophy, the secret lies 
in its professional management 
Maximum decuntralisarion end 
delegation or authority .tnd 
responsibility has built an outstanding 
team of managers and workers, with 
a completely autonomous derision 
making process in each of its segments. 


ASSISTING AUXILIARY AND 
ANCILLARY INDUSTRIES. 

Century Rayon believes m supporting 
a number of small entrepreneurs. 
Pieli.iv so And it has become • 
be. yn big brother to a number of 
a r'liery and nnf.m.jry industries It is 
lie -mg them in rvM segments viz, a) 
ilia small sc^e suppliers. t>) tha smell 
protestors w.ivj use Century's bye- 
products and products cl 

a large nation - wioo community of 
small waivers dependent on Century's 
supply of vam Century Rayon is 
helping them m marketing. 

THE NATIONAL EXCHEQUER: 
How much do you think Cantury 
rtavnn is paymej by way of 1 axes 7 
bo the tune of Hi 8 cruresin exosa 
U'-iv and other levies over and above 
\n: iicome tax oa;d by the parent 
company, Ce.iU'iy Spinning & 
Manufacturing Co Ltd . to tha extent 
ot Rs 7 crores par year 

EXPORTS 

Why is it that the Century Rayon 
Tyrecord is equal to the world a bail ? 
The testimony is cu istantly rising 
e“f>'Via f> son:. Mt-.ated international 
n>sine:s Tna total foreign exchange 
eammg inUudiug Rayon Fabrics b 
C.rem.cais so fai exceeds Rt. 6 Crores. 

EMPLOYEE WELFARE: 


-i'i m 




Century's workeis are happy because 
of one of Ihe finest housing colonies 
provided to them, along with a club 
house, a cooperative bazar and a credit 


society They enioy the beat 
educational facilities for (hair children, 
consisting of primary and secondary 
schools and a college for Arts. 

Science and Commerce. Its medical 
care is unique, with a full fledged 
50 bed hospital, and free medicine. 


COMMUNITY SERVICE. 



Recreation, too. is dear to its heart 
Vast playgrounds, beautiful swimming 
pools and gardens, a large library, its 
own network of roads and water 
works and. to top it all. one of the 
finest temples m a sublime atmetphere- 
all thaso amenities constantly growing 
in size and quality. 



Century Rayon encourages sports 
both for the amateur end tha Masoned 
spoilsman Century's sports lesms 
have been winning many a laurel 
on the playgrounds. 

CREATING EMPLOYMENT: 

In today s context. Century Rayon’s 
contribution is significant, by 
providing employment to over §.000 
workers directly, and supporting en 
entire township dependent on it. 

INDUSTRIAL RELATIONS: 

What would you soy for a record of 
more than sixteen years of 
uninterrupted production, without 
losing a single manhour due to strike 
or strife 7 Relations with the employees 
are exemplary because of a drract, 
frank and honest rapport with them 
across the table, without external 



In times of calamities like 
earthquakes, wars, droughts and 
floods. Century Rayon has sprung to 
Ihe call tf duty voluntarily extending 
not only financial help but also 
providing volunteers and other relief 
measures 

RESEARCH AND DEVELOPMENT. 



Well equipped laboiat nes and a team 
ol dedicated scier hsts and technicians 
ensure the position of leadership for 
Century Rayon—be it the finest rayon 
filament yarn or the toughest, 
imp. oved rayon lyre cord. 

CAUSTIC SODA. 

To meet the needs ol genuine users in 
the present acute shortage conditions. 
Century Chemicals •» following a 
policy of supplying the entire 
production to Actual Users on the 
basis of past offtake, at fair prices. 




CENTURY RAYON 

Industry House, 

159,Churchgata Reclamation. Bombay 400020 
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for example, there was general 
agreement that it was in the 
main with respect to the balance 
of payments of the principal 
reserve centre that the balance 
of payments adjustment process 
had worked less than satis¬ 
factorily in the past. The focus 
of discussion therefore centred 
upon the respective roles of the 
reserve centre and other count¬ 
ries in avoiding external im¬ 
balance; and the question of 
symmetry between surplus and 
deficit countries was seen almost 
exclusively in this context. 

Moreover, while it was basic 
to the discussions in the 
Committee of Twenty that 
countries would not tolerate an 
unusually high level of un¬ 
employment for the purpose of 
maintaining the external value 
of their currency, it was taken 
for granted that the balancing 
of international payments 
would not be obstructed by 
large or prolonged undeiutili¬ 
zation of productive resources 
—a possibility that was not 
regarded as a real danger. This 
was in part a reflection of the 
strong upswing of the world 
economy during the period of 
the reform exercise, but, more 
importantly, of the fact that 
in the post-war period riefi- 
tionary pressures had tended 
to be mild, short-lived and 
under control. 

Deflationary Gap 

Thus, the question of 
how a deflationary gap 
in one country affects the 
payments of other countries- 
an issue which had been of 
cential importance in the debate 
leading to the Bretton Woods 
agreement—commanded li n Ic 
or no examination in the 
Committee of Twenty. 

A third (and related) assump¬ 
tion was that it was always 
possible for each country, 
through some combination 
of monetary, budgetary and 
exchange rate measures, to 
bring about balance in its pay¬ 
ments without underutilizing 
k (or overutilizing) its productive 
resources, except perhaps for a 
short transitional period. Thus, 
international payments balance 
need not conflict with the 
maintenance of full employ¬ 
ment. 

These assumptions taken to¬ 


gether meant that one^could 
ignore the possibility of coun¬ 
tries being unable or unwilling 
—to maintain full employment, 
even when not constricted by 
the external balance. They also 
implied that the place of the 
developing countries in the 
global balance of payments 
adjustment process could be 
treated as being only a minor 
one. To be sure, in so far as 
these countries had certain 
peculiarities of economic sirue- 
1 ure and a sustained need for 
external capital, they had spe¬ 
cial problems and interests. 
But this was mattei of detail: 
their special interests could be 
accommodated in a way that 
was consistent with the formu¬ 
lation of general rules govern¬ 
ing policies to maintain and 
restore external balance which 
would be equally appli¬ 
cable to all countries. 

Dynamics of Trade 

'Hie nature of the interdepen¬ 
dence of developed and develo¬ 
ping economies and the dyna¬ 
mics of their trade and financial 
relations, were not seen as 
meriting emphasis. Moreover, 
despite the inclusion in the 
Outline of Reform of the 
provisions referred above, from 
an operational standpoint it 
appears < o have been 
assumed that the mone¬ 
tary system itself, since equili¬ 
brium was attainable with 
minimal recourse to financing 
or changes in trade relations. 
Thus, the reform issue became 
one of how to refurbish the 
existing structure of monetary 
relations so as to make it func¬ 
tion as an ideal-type liberal 
payments system composed of 
numerous co-equal partners. 

The broad conceptual app¬ 
roach that guided the discus¬ 
sions in the Committee of 
Twenty emerged essentially 
from the perceptions by the 
major countries of the princi¬ 
pal weaknesses in the Bretton 
Woods system. .These percep¬ 
tions, to be sure, varied among 
the major participants; but all 
had in common desire to put 
in place a system that wouiu 
permit them individually to 
deal with the problems that 
had emerged during the 1960s 


better than had the Bretton 
Woods system. 

Whatever merit such a con¬ 
ceptual approach may have 
had in the period following the 
formal suspension of the con¬ 
vertibility of the dollar into 
gold, the profound changes 
that the international economy 
has undergone since the final 
phase of the discussions in the 
Committee of Twenty make it 
essential to bring the question 
of interdependence to the fore 
in discussions and decisions 
relating to the international 
monetary system. In the pre¬ 
sent context, disturbances in 
exchange rates, payments and 
international liquidity cannot 
be seen other than as ema¬ 
nating from deep-rooted 
maladjustments in the inter¬ 
national economy which 
serve to impede the proper 
utilization of the world's 
resources. 

The starting point for 
for a new view must therefore 
lie in the “real” economic 
variables level of economic 
activates, in patterns of trade, 
development and finance— 
rather than in a self-contained 
set of issues of a strictly “mon¬ 
etary" character. This is not to 
minimize the role that mone¬ 
tary co-opcration and manage¬ 
ment can play in limiting the 
spread of the crisis of the world 
economy; however, further 
reform of the international 
monetary system must be 
viewed as being dependent 
upon, or as part and ■parcel of, 
a broad restructuring of inter¬ 
national economic relations, 
and the establishment of a new 
dynamic equilibrium in inter¬ 
national development. 

Prolonged Recession 

This restructuring would 
need, among other things, to 
contain provisions designed to 
cushion the impact of unfa¬ 
vourable economic events in 
developed countries, and in 
particular of prolonged reces¬ 
sion in developed market eco¬ 
nomy countries, on develop¬ 
ing countries. The dangers of 
such a situation were foreseen 
in the previous report to the 
Trade and Development Board, 
which, after noting the danger 


of recession, stressed the need 
for a co-ordinated international 
approach to the problem as 
well as the need to avoid 
policies, such as competi¬ 
tive depredation and increased 
restrictions on trade, which 
would merely shift the problems 
from one country to another. 6 

The prospect of serious reces¬ 
sion in the developed market 
economics that was foreseen 
when the previous report was 
prepared has, in the interven¬ 
ing period, become a reality. 
Indeed. aggregate indus¬ 
trial production in OECD 
member countries declined 
by five per cent over 
the twelve months ending 
December 1974, and prelimi¬ 
nary indications are that in¬ 
dustrial production declined 
sharplv during the first quarter 
of 1975. 

Coordinated Approach 

To be sure, the dangers of 
competitive depreciation of the 
major currencies and increased 
restrictions on trade have by 
and large been avoided. Inter¬ 
national cooperation has thus 
far been successful in forestall¬ 
ing national policy actions that 
would be detrimental to the 
general intcresi. 7 International 
cooperation has been decidedly 
less successful, however, in 
bringing about a coordinated 
international approach for 
dealing with the substantial 
shortfall of production from 
productive capacity that now 
characterizes developed market 
economy countries. 

This Failure of cooperation 
has had costs for the developed 
market economics themselves. 
The consequences of the failure, 
however, have been particularly 
severe for the non-oil. 
exporting developing countries- 
Indeed, it has been report that 
the value of imports by Japan 
and the United States of 
America from non-OPEC 
developing countries during the 
first quarter of 1975 was 17 and 
15 per cent lower, respectively, 
than the 1974 averages. 

The following sketch briefly 
the nature and extent of 
of the process through which 
internal imbalance in one group 
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of countries imposes external 
and internal imbalance on 
other countries, and describe 
the nature of the coordinated 
policy actions in the 
fields of finance and trade 
that would be necessary to deal 
with the current international 
trade and payments situation 
and, in particular, to bring 
about a more orderly, efficient 
and equitable working of the 
process through which coun¬ 
tries adjust their external 
accounts. 

A satisfactory balance of 
payments adjustment process 
requires that international pay¬ 
ments be balanced in a manner 
that permits all countries to 
exploit fully their productive 
capacity and growth potential, 
and which therefore promotes 
expansion and diversification 
in the economies of developing 
couniries. Policies designed 
to bring about balance in inter¬ 
national payments cannot be 
said to constitute a ‘‘proper 
working of the balance-of- 
payments adjustment process”, 
or to contribute to international 
equilibrium, unless they pro¬ 
mote (or at least do not hinder) 
balance between demand and 
pioductivc capacity, and 
between growth and growth 
potential. How far balance in 
international payments can be 
attained simultaneously with 
the other balances, and without 
upsetting them, and why any 
conflict between them canarise 
are thus questions of central 
importance. 

Restoring Balance 

The process of restoiing 
balance in the external accounts 
can give rise to costs of various 
sorts. Some of these are transi¬ 
tional and, to a ceitain degree, 
the unavoidable consequence 
of the need to reallocate re¬ 
sources in the domestic 
economy. In addition, there 
are costs that arise from con¬ 
flict between the attainment of 
external balance 011 the one 
hand, and balance between 
effective demand and pro¬ 
ductive capacity, and between 
growth rales and growth poten¬ 
tial, on the other: these costs 
lake the form of longer-lived 
reduction in production and in 
growth rates below levels that 


could otherwise be attained. 
The following paragraphs exa¬ 
mine the nature and distribu¬ 
tion of such costs when external 
imbalance in one country is 
associated with inadequate 
levels of expenditure in its 
trading partners. This, to be 
sure, is only one of scvcial 
possible causes of imbalances: 
it is, however, a source of ex¬ 
ternal imbalance that has 
received inadequate attention 
in international discussions to 
date, and one tha* is of parti¬ 
cular relevance in the current 
situation. 

Upward Pressure 

To illustrate the difficulties 
that arise in this case, one may 
envisage a situation in which a 
developed market economy 
country attempts to deal with 
upward pressure on prices by 
holding aggregate demand at 
reduced levels, even though the 
upward pressure on prices is 
no longer caused by excessive 
aggregate demand. In the 
process, the level of domestic 
activity will fall below the full 
employment level, and its 
external payments position will 
move towards or into surplus. 
That country's trading partner 
than experiences a fall in aggre¬ 
gate demand for its output and 
an external deficit. This deficit 
will normally reflect not only 
a fall in the volume of exports 
but also, to a greater or lesser 
extent, a deterioration in the 
terms of trade as well. The 
tcims-of-tiade loss will not 
be removed by measures under¬ 
taken by t’hc deficit country to 
correct the payments malad¬ 
justment. 

Action by the surplus 
country lo restore internal 
and external balance, on the 
other hand, would minimize 
the effect of maladjustment 
on the terms of trade of the 
deficit country. It is therefore 
a matter of critical importance 
whether the process of adjust¬ 
ment is one in which the sur¬ 
plus country bridges its defla¬ 
tionary gap and increases its 
imports, or one in which the 
deficit country is left to grapple 
with the external imbalance. 
The first alternative allows in¬ 
ternal and external balance to 
be restored throughout the 
system, whereas the second 


leaves unrealized output in the 
surplus country, and imposes a 
terms-of-trade loss on the 
deficit country. 

A second point to note is 
that if the deficit country 
finds itself unable to maintain 
domestic balance while adjust¬ 
ing its external accounts, it 
incurs additional costs in the 
form of output foregone; and 
so, therefore, does the system. 

Thus, depending on the way 
prices (and hence the terms of 
trade) are formed, the symme¬ 
try between deficit and surplus 
countries arising from the ab¬ 
sence of financial pressure on 
surplus countiies to adjust can 
result in the payments adjust¬ 
ment pushing the system further 
away from equilibrium. In¬ 
deed, in certain ciicumslances, 
whether real incomes arc res¬ 
tored to their maximum sus¬ 
tainable level is Left entirely 
in the hands of the surplus 
country. 

Terms of Trade 

Clearly, therefore, the magni¬ 
tude and distiibution of costs 
entailed by alternative process 
of adjustment depend critically 
on the strength of the terms- 
of-trade effect. All countries 
(and groups of countries) are 
likely to feel this effect to 
some degree; but exporters of 
commodites are likely to feel 
it the most strongly. This is 
because of differences in the 
response of commodity and 
manufactured prices lo varia¬ 
tions in demand conditions: 
the prices of commodities are 
much more sensitive than those 
of manufactured goods to 
changes in the level of demand, 
so that these changes are likely 
to be felt most acutely by 
developing countries. Indeed, 
the differences between the 
developing and developed 
countries in this respect are so 
large in quantitative terms as 
to create a fundamental quali¬ 
tative differences in the way the 
process of adjustment works in 
the two groups of countries. 
In addition, 1 he critical role that 
imports play in investment and 
in maintaining the pace of out¬ 
put in developing countries 
means that a deterioration in 
the terms of trade of these 
countries will be translated 


relatively quickly into short¬ 
falls of output from productive 
capacity and of the growth rate 
from growth potential. 

A deficit country facing 
flagging demand in its trading 
partners is apt to encounter 
another important obstacle in 
balancing its payments— 
namely, retaliatory action taken 
by the surplus countries in an 
attempt to prevent a further 
drop in demand foi their out¬ 
put . “Beggar-thy-neighbour” 
policies of this kind adopted 
by developed countries may be 
taken against both developing 
and other developed countries, 
but there are important diffe¬ 
rences in the two cases. When 
trade restrictions are intended 
to limit imports from other 
developed countries, they are 
likely to take the form of com¬ 
petitive exchange dcpeciation, 
export incentives, or import 
restrictions of a rather general 
character. But when their 
pprpose is to limit imports from 
developing countries, they are 
likely to take the form of tighter 
control on imports of “sensi¬ 
tive” goods, or the addition of 
new goods to the “sensitive'* 
category. These differences 
of form contain significant 
differences of substances also. 

Exchange Depreciation 

In the first place, the measu¬ 
res applicable to the developed 
countries, such as exchange 
depreciation, still leave the 
latter considerable latitude to 
take retaliatory action of their 
own; by contrast, the range of 
choice left open to a develop¬ 
ing country, for example in the 
face of a quota restriction, 
is limited- a factor which, in 
turn, is likely to accentuate 
pressure on the terms of trade. 
Secondly, whereas the underly¬ 
ing cause of the difficulty in 
both cases is to be found in¬ 
sufficient domestic demand in 
the surplus country, the restric¬ 
tions on imports from develop¬ 
ing countries are likely to be 
viewed as a response to sectoral 
rather than overall problems, 
and to escape the objection 
that they constitute beggar-thy- 
neighbour policies designed to 
“export” domestic unemploy¬ 
ment. A third factor making 
for bias is that quantitative 
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limitations are more frequent ly 
used to limit imports from 
developing countries than from 
other developed countries. 
Thus even if no new import 
restrictions are imposed in 
retaliation, nor existing ones 
tightened, those quota restric¬ 
tions already in force will 
themselves tend to impede 
efforts to adjust. 

Impact of Doflation 

These impediments to ad¬ 
justment are likely to be parti¬ 
cularly constrictive when the 
impact of deflation is felt by 
developing countries across a 
wide front. In such conditions, 
any attempt by one country 
exporting a commodity to 
reduce its deficit by increas¬ 
ing the volume of its exports is 
likely to cause the terms of 
trade and the balance of pay¬ 
ments of its competitors to 
deteriorate; it may, indeed, 
serve to enlarge rather than 
reduce the aggregate imbalance 
of the deficit countries. More¬ 
over, attempts by a number of 
producers simultaneously to 
step up the quantity of manu¬ 
factured exports arc more likely 
to prompt quantitative limits 
to be imposed, or to cause 
those that exist to be reached, 
paricularly since the manu¬ 
factured exports of developing 
countries tend to be restricted 
to a nanow range of goods. 
Externally genera*ed deficits 
arc thus apt to create impedi¬ 
ments to their own removal. 

The upshot of this dis¬ 
cussion is that a deficit in the 
balance of payments of a 
developing country that is 
induced by deflation abroad 
is likely to impose a heavy bur¬ 
den of adjustment upon it, 
above and beyond transitional 
costs that may themselves be 
onerous. Moreover, attempts 
to deal with such a deficit are 
also more likely to prompt 
effective retaliatory action by 
developed countries. In condi¬ 
tions of unemployment in 
developed market economy 
countiies, therefore, the opti¬ 
mal process of adjustment re¬ 
quires such countries to correct 
their domestic imbalance; a 
process requiring developing 
countries to correct their ex¬ 
ternal imbalances is much more 


costly, not only for them 
but from the global standpoint 
as well. 

Because the costs of deflation 
fall partly, if not predomi¬ 
nantly, on the deflated coun¬ 
try, it may be taken for grant¬ 
ed that, sooner or later, such 
a country will, in its own self- 
interest, apply corrective mea¬ 
sures. But it cannot be assum¬ 
ed that the extent or timing 
of its correction will be what is 
required from the international 
standpoint; this is particularly 
true of the policies of the ma¬ 
jor developed markel economy 
countries as far as their effect 
on developing countries is 
concerned. This problem* has 
not been dealt with as part 
of an inlernationaJ consensus 
on how to promote “a better 
working of the adjustment 
process". Such understandings 
have not gone so fai as to call 
for developed countries to .set 
their domestic policies in a 
manner that will minimize the 
adjust mem burden of develop¬ 
ing countries—an omission 
which may be said to carry the 
unavoidable implication that it 
is the latter that must bearthe 
costs of the asymmetry in the 
adjustment process 

Rules of the Game 

Thus, the "rules of the 
game" cannot be expected 
to encourage swificr adjust¬ 
ment by surplus countries 
Nor is the structure of 
international monetary and 
financial cooperation equipped 
with a mechanism to put into 
force systematic counter-cycli¬ 
cal policies of a global charac¬ 
ter. Although the Brett on 
Woods system was established 
with the possibility in mind 
that, at times, world demand 

might be deficient.the par 

value system was designed to 
prevent competitive currency 
depreciation, a problem that 
was expecied to arise onl\ 
when aggregate world demand 
was inadequate—it lacked 
an instrument for fighting 
deflationary force;, directly. 

Fund resources were to be 
made available to soften the 
deflationary impact of policies 
designed to correct deficits— 
and have done so—but the 
terms and conditions of draw¬ 


ings must be seen as designed 
to provide a breathing space 
pending real adjustment or the 
self-reversal of the imbalance; 
drawings under the various 
Fund facilities cannot be con¬ 
strued as constituting a coun¬ 
ter-cyclical device for the world 
economy. Thus, Breiton 
Woods entrusted the stabiliza¬ 
tion of woild output and 
employment to the operation 
and interaction of national 
economies, and not to co¬ 
operation in an international 
framework. 

Offsetting Burden 

If real adjustment to esta¬ 
blish equilibrium is not foith- 
coming, the question arises 
whether financing might not 
be used to limit the spread of 
disequilibrium by offsetting 
the extra burden on developing 
countries arising fiom the 
asymmetry in the process of 
adjustment. 

When conditions allow the 
deficit country to correct its 
imbalance without sulfering an 
adjustment burden, financing 
the external deficit is required 
only to the extent that it is 
needed to permit adjustment 
to take place in an orderly 
manner, or to prevent 
unnecessary adjustment in the 
face of a self-reversing 
imbalance. However, this 
conclusion fails to hold true 
when the terms-of-trade effect 
is strong and the surplus coun¬ 
try is unable or unwilling to 
undertake the correction within 
a reasonable period of time. 
In this case finaitcing may well 
be a proper means to forestall 
avoidable costs associated with 
adjusting internal and external 
imbalances, and to ensure that 
those costs that remain do not 
fall on countries whose policies 
arc appropriate. 

Thus in such circumstances 
it would be fitting to 
accommodate payments 

imbalances generated by 
deflation abroad with 
compensatory financial flows, 
even if those imbalances aic 
not expected to be reversed in 
the short to medium term. This 
conclusion is justified from the 
positive standpoint, since 
accommodating financial flows 
would serve to counteract the 


disequilibrium emanating from 
a deflationary gap in the deve¬ 
loped countries,; it may also 
be justified on normative 
grounds, for it would serve to 
prevent the distribution of 
world income from dcierioiat- 
ing at the txpense of the 
developing countries. 

The removal of barriers to 
the exports of developing 
countries, regardless of what 
the ostensible motive behind 
such impediments may be, 
would also go some way to 
reduce the impediments to 
adjustment by developing coun¬ 
tries. Ample reason for a non- 
reciprocal removal of trade 
controls, including those im¬ 
posed ostensibly for reasons 
other than the balance of 
payments, may be found in the 
asymmetries in adjustment 
pointed out above. 

Unlike most previous reces¬ 
sions in the post-w'ar period, 
the present one is more than 
a mere short-lived slowdown, 
or pause, ingrowth, it is parti¬ 
cularly steep and prolonged. 
Consequently, the cumulative 
loss in output will be far in ex¬ 
cess of the production foregone 
in the course of a "normal” 
cyclical downturn, and the 
subsequent cyclical upturn will 
fail by far to make good the 
losses currently being incurred. 

Exceptional Measures 

Thus, tile loss of export 
earnings by developing count¬ 
ries resulting from the current 
recession contains not only an 
clement that will be offset by a 
subsequent gain in the course 
of the recovery to come, but 
also a loss in earnings reflect¬ 
ing the abnormally large 
deflation in industrial market 
economy countries, which loss, 
even i f subsequently eliminated, 
wi 11 not be recouped. Thus, the 
policies that are adopted will 
be ill-conceived unless they 
take fully into account the 
exceptional steepness and dura¬ 
tion of the current recession: 
the transmission of abnormally 
large deflationary pressures 
from devefoped market econo¬ 
my countries to developing 
countries requires equally 
exceptional measures to be 
taken, which will need to be 
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qualitatively different from 
those suitable for conditions 
in which reasonably full em¬ 
ployment in developed count¬ 
ries is the norm. 

While it is to be expected 
that developed market economy 
countries will not welcome 
continued high levels of unem¬ 
ployment and will seek to bring 
about recovery in levels of 
activity and in growth, there 
are a number of reasons for 
doubting that action by indivi¬ 
dual developed market eco¬ 
nomy countries to deal with 
their domestic situation will 
result in a speedy restoration 
of full employment. To be 
sure, it may well prove to be 
the case that the process of 
consultation and coordination 
among the developed market 
economy countries in the 
OECD and elsewhere will 
succeed in inducing the relati¬ 
vely more deflated among 
them to speed up the reflation, 
so as to bring about better 
payments balance in the in¬ 
dustrial world. In so far as 
this will raise economic activity 
in the industrial countries as a 
whole, it will reduce the 
imbalance between the develo¬ 
ped and developing countries. 
But there is no comparable 
process of consultation and 
cordinalion between countries 
and developing countries. 

Domestic Incomes 

Moreover, the feedback upon 
reduced domestic incomes via 
declining export orders is more 
likely to be noticed for the 
trade among developed count¬ 
ries than between them and 
developing countries. For 
these and other reasons, it is 
doubtful whether the industrial 
market economy countries 
(which, it is u> be noted, arc 
all deflated, albeit to varying 
degrees) would alter their 
policy stance to the extent re¬ 
quired to remove the rcces- 
sion-induccd disequilibrium 
of their trading partners in 
the developing world. 

If policies to restore equili¬ 
brium to the international 
economy arc nol forthcoming 
in time, a policy of making 
good the induced deficits of 
developing countries through 


accommodat ing financi al 
flows must be considered as 
the next best option. The 
question is how to secure the 
funds to make the requisite 
accommodation. 

Hard Debts 

Presently available sources 
of balance of payments finance 
do not appear adequate to this 
end. The Compensatory 
Financing Facility of the 
IMF is not intended to piovide 
finance to cover declines in 
export earnings unless these 
will subsequently be made up. 
Nor does the use of owned 
reserves provide an answer: it 
is doubtful whether they are 
adequate even to finance the 
self-reversing component of 
the deterioration. Loans from 
international capital markets 
arc also problematic. Even if 
most developing countries had 
access to such markets, which 
they do not, it is doubtful 
whether lhe accumulation of 
“hard” debt would be a suita¬ 
ble response to a problem that 
stems from the inability or 
unwillingness of developed 
market economy countries to 
correct their internal imbalance; 
nor would it serve in any way 
to offset the asymmetry in the 
adjustment process and the 
burden that this imposes on 
developing countries. 

For reasons cited above, 
the systematic provision 
of accommodating flows 
on soft terms must be 
considered, a far superior 
option. It is«also relevant to 
note that failure to make good 
the tcrms-of-lradc loss of 
developing countries resulting 
from recession would mean 
that the fall in the volume of 
exports from developed market 
economy to developing count¬ 
ries following the drop in the 
latters earnings would put 
added deflationary pressures 
upon demand and incomes in 
the former countries, and 
would therefore serve to accen¬ 
tuate a world recession. Accom¬ 
modating flows, on the other 
hand, would neutralize this 
effect. 

Thus, the sustenance 
of the level of imports in 
developing countries through 
financial support, pending the 


end of the recession, would 
not only be a useful and legiti¬ 
mate means to contain the 
spread of deflationary pres¬ 
sures, but would be at minimal 
cost in terms of consumption 
or investment foregone in 
developed market economy 
countries . 8 

This reasoning points 
strongly to the need for new 
and additional finance from the 
IMF in amounts and on terms 
and conditions that reflect fully 
the nature of the problem that 
gives rise to their need. First, 
since in this case it is not the 
deficit country that should have 
to make “real” adjustment, the 
funds should be free of the 
conditions that arc attached to 
loans intended to facilitate 
“real” adjustment. Secondly, 
since their objective would be 
to insulate developing countries 
from the adverse effects of an 
extraordinary downturn and 
not to bridge temporary pay¬ 
ments difficulties, they should 
not create a repayment obliga¬ 
tion in the short to medium 
term. Thirdly, for the reasons 
already cited, the flow's need 
not and should not carry a high 
rate of interest. 

Unorthodox Conclusion 

The unorthodox conclusion 
that it may be appropriate to 
accommodate a payments im¬ 
balance with compensatory 
financial flows, even if that 
imbalance is not expected to be 
reversed in the short and me¬ 
dium term, is one that also 
emerges when the payments 
imbalance being considered is 
between the major oil-exporting 
countries and the oil-importing 
countries. 

It may be taken for granted 
that adjustments in the basic 
balance of payments of oil- 
exporting countries arc essen¬ 
tial for the healthy functioning 
of the world economy. But 
there is more than a slight 
possibility that adjustment will 
be partial and stops short of 
producing deficits in the fore¬ 
seeable future to match the 
surpluses being accumulated 
presently; in other words, that 
the imbalance will not be 
reversed in the short and me- 
medium term.® The question 
thus arises whether it would 


be appropriate for the oil¬ 
importing countries, as a 
group, to finance any residual 
imbalances that remain, or 
whether they should act in 
accordance with what would 
be expected of any country 
facing a non-cyclical deficit, 
that is, by reducing absorption 
goods and services. 

It is clear that exchange 
rate changes are powerless to 
reduce the aggregate deficit 
of oil-importing countries, 
since neither the level of 
imports nor the value of exports 
of oil-producing countries is 
sufficiently elastic with respect 
to the exchange rate. Indeed, 
it is one of the ironies of recent 
international monetary ex¬ 
perience that greater flexibility 
in exchange rates, the major 
policy innovation for dealing 
with the external imbalances 
to emerge from country practice 
and international discussions, 
is virtually useless in dealing 
with the principal imbalance 
in the system. This being the 
case, deficit countries are left 
with two options, if they are 
to “adjust” rather than finance 
their imbalances — namely, 
cuts in aggregate demand, or 
more specific policies designed 
to economize on the use 
of oil as taxes or physical 
restrictions on its use. Either 
policy, if carried, far, will 
result in a loss of output and 
employment in the country 
taking the measures. Indeed, 
if oil-consuming countries 
were to reduce their oil con¬ 
sumption to the level required 
to remove their oil deficit, 
much of their productive capa¬ 
city might have to be rendered 
idle. 

Clasical Percepts 

A strict application of the 
classical precepts on the ex¬ 
ternal balance in the context 
of the oil deficit would there¬ 
fore involve acute internal 
maladjustment. It is therefore 
not surprising that in practice 
such a course of action has 
been rejected by oil-importing 
countries: by and large, they 
have preferred to finance 
their deficits rather than to 
suffer unemployment for the 
sake of economizing on oil use. 
Wheie conservation involving 
loss of output has been under- 


EASTERN ECONOMIST 


924 


NOVEMBER 14, 1975 



taken, considerations olhci 
than the balance of payments 
have been decisive. 

Any country that responds 
to higher oil prices by reducing 
output will reduce not only its 
own welfare but that of its 
trading partners as well 
Developing countries will 
therefore stand to lose onl heir 
terms of trade if (for whatever 
reason) the major trading 
nations respond to the higher 
oil price, and to the payments 
imbalances associated with it, 
with policies that result in the 
undcrut i I i /at i on of i hei r 
productive capacities. 

The policy response of the 
major trading nations has, on 
the whole, taken this form, 
even though as noted the princi¬ 
pal motive has not been loavoid 
financing a deficit. Indeed, the 
quickening of recession in 
developed market economy 
countries may in latgc part be 
explained by failure to adopt 
policies to compensate for the 
deflationary impact of the 
higher oil prices. 

Sustained Flow 

The principle that a deficit 
should be financed if its removal 
requires unacceptably large 
losses of output is not one that 
applies uniquely to oil. it is 
of general application; indeed, 
the dilemma between external 
and internal balance • always 
confronts countries with struc¬ 
tural payments problems: for 
many developing countries it 
is the normal state of affairs. 
What is perhaps unique in the 
case of oil is that the surplus 
countries generate a sustained 
financial flow to the resl of the 
world, and in particular to 
developed mat ket economy 
countries. When developing 
countries are confronted with 
a structural deficit caused by 
a deterioration in the terms 
of trade with developed mar¬ 
ket economy countries, they 
arc generally not automatically 
accorded such lieatmcnt by 
the surpluscountries, but are 
subject to balance-of-payments 
“discipline”. It would thus 
seem that while the deficits of 
developed countries (taken as a 
group) are financed autbmati- 
cally, 10 those of developing 


countries by and large are 
suppressed. 

The oil deficits of developing 
countries are part of a broadci 
imbalance between oil-im¬ 
porting and oil-exporting 
countries. They are also one 
element of a more general 
development problem, that of 
reconciling the magnitude of 
the current account deficit that 
can be financed through long¬ 
term capital inflows with the 
import rcquiicmcnts of the 
development programme. While 
both aspects call for external 
financing. I he issues raised on 
each count differ from one ano¬ 
ther. 

Orderly Financing 

As was pointed out in the 
preceding discussion, the oil- 
imporling countries, taken as a 
group, will have an aggregate 
balance of payments deficit 
with the oil-producing count¬ 
ries that is structural. I ailurc 
to ensure the orderly financing 
of these deficits, and to appor¬ 
tion them (and the financing) 
in an equitable way. can jeopar¬ 
dize international prosperity, 
by causing disruption in coun¬ 
tries not receiving adequate 
payment support or inducing 
the oil-importing countries to 
pursue conflicting policies, or 
both. It is thus important 
that the developing countries 
should be able to finance their 
proportionate share of the 
aggregate deficit of oil-import¬ 
ing countries vis-a-vis oil- 
exporting count lies. 

However, while failure to 
generate the finance required 
for this purpose would be 
hazardous, financingihc deficit 
is not free of perils cither. The 
use of reserves to finance 
a structural deficit is a 
dangerous and inappropriate 
expedient except for a country 
having excess reserves, which 
is not the case for oil-importing 
developing countries. On the 
other hand, heavy recourse to 
short-term loans (even if they 
were forthcoming) is liable to 
cause the structure of external 
debt to worsen critically. Dis¬ 
continuity, actual oi potential, 
in flows of short-term credit 
would also present problems. 

These considerations lead 


to the conclusion that the 
developing countries* share in 
the aggregate oil deficit should 
be financed through lending, 
and that the loans should 
carry reasonably Jong maturi¬ 
ties and be sustained over the 
period in which the oil ex¬ 
porters run a surplus. Private 
capital markets cannot be 
expected to provide finance of 
this kind: the access of oil- 
importing developing countries 
to long-term financing is 
extremely limited, particularly 
since the emergence of the oil 
deficit. There will be some re¬ 
lief in the form of development 
assistance and investment from 
oil-exporting countries. Bui 
the distribution of such ‘auto¬ 
nomous” capital need noi bear 
any logical relationship to the 
pat'ern of oil deficits; and much 
of it may serve to replace lend¬ 
ing from other sources. 

Oil-ex porting countries may 
also be expected to provide 
balance of payments assistance, 
as they have already been doing. 
But the qucslion arises as to 
how 1 far lending designed to 
accommodate balance of pay¬ 
ments deficits as such may 
realistically be left to bilateral 
initiatives rather than to 
multilateral cooperation. The 
onus of lending to developing 
countries to cover their pro¬ 
portionate share of the balance 
of payments surpluses of the 
oil-exporting countries must 
resl to a significant extent on 
the international financial insti¬ 
tutions. 

Long-term Loans 

The provision of long-term 
loans, especially those to be 
used for investment, is the res¬ 
ponsibility of (he development 
finance institutions like the 
World Bank, whereas the pro¬ 
vision of temporary balance of 
payments assistance for adjust¬ 
ment is the concern of the 
IMF. However, the distinction 
between balance of payments- 
finance and investment capital 
is somewhat forced in the con¬ 
text of a global disequilibrium 
that is structural and not 
strictly short term: for the 
reasons given above, the inter¬ 
relationship bet ween the volume 
of long-term capital flows and 
the efficiency of the adjustment 


process is loo strong to allow 
the tiaditional distinction 
between long-term flows and 
balance of payments asistance 
to be applicable to the oil 
deficit. 

Development finance institu¬ 
tions can play an important 
role in providing the additional 
financing required in the pre¬ 
sent circumstances. In order 
to play this role effectively, 
however, it would appear neces¬ 
sary that they find means for 
ensuring that decisions on the 
volume of lending be translated 
rapidly into changes in dis¬ 
bursements. This, in turn, will 
require greater recourse to 
programme lending than has 
occurred in the paM. 

Strategic Function 

However this may be, a 
strategic and indispensable 
function wilt remain for the 
IMF to perform. The question 
arises whether the IMF should 
continue its work in this area 
through the oil facility and, if 
so. what the terms of lending 
through the facility should be. 
It needs to be stressed that since 
that part of an individual 
country's deficit that represents 
its share in the surplus of the 
oil-exporting countries does 
not call for “adjustment*’ in 
the classical manner, the tran¬ 
ches are of little relevance. It 
is thus the oil facility that is 
best suited to tackle the pro¬ 
blem. Since the surplus of the 
oil exporters may well last 
some years into the future, the 
facility will be required for 
sometime to come; failure to 
extend it beyond 1975 may well 
deprive the IMF of an essential 
mechanism to deal with the 
problem, at least as that 
problem will confront the oil- 
importing developing countries. 

Much of the accommoda¬ 
tion of payments flows to the 
new structure of energy 
prices must, however, take the 
form of changes in the volume 
and pattern of trade. As the 
oil-exporting countries spend 
their increased revenues on 
goods and services, the oil¬ 
importing countries will need to 
adjust by exporting the goods 
demanded by them. There is 
no “transfer problem*' for 
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oil-importing countries taken 
in aggregate, and there is suffi¬ 
cient overall slack in the world 
economy to permit the transfer 
of real resources to take place 
without restrictive measures 
being necessary. But oil¬ 
importing countries are by no 
means equally poised to supply 
their proportionate share of the 
increased demand from oil- 
exporting countries. The in¬ 
dustrial countries will be in a 
stronger position in this regard 
in so far as the import require¬ 
ments of the oil-exporting 
countries consist to an impor¬ 
tant degree of whole industrial 
plants and communication net¬ 
works, capital-intensive machi¬ 
nery and other equipment 
embodying sophisticate tech¬ 
nology. 

The transfer problem of 
developing countries will be 
lessened if the oil-exporting 
countiies deliberately direct 
part of their procurements and 
investments to the developing 
countries. Many of the have 
been doing so, but theie would 
appear to be room for addi¬ 
tional efforts of this kind. 11 
However, the extent and 
speed of adjustment in exports 
will depend on conditions in 
export markets generally, in¬ 
cluding those in developed 
countries; the faster these are 
growing the easier will adjust¬ 
ment be. 

Global Problem 

Jn sum, while the inter¬ 
dependence of monetary, trade 
and financial problems has 
received general acknowledge¬ 
ment, it has not found adequate 
recognition in efforts at inter¬ 
national cooperation. More¬ 
over, these efforts have failed 
to provide solutions for more 
than a smaller number of the 
problems that confront deve¬ 
loping countries in the current 
situation. Intensified efforts 
are needed which take into 
account the fact that the diffi¬ 
culties cuirently confronting 
developing countries aie part 
and parcel of a global problem 
that encompasses the inter¬ 
national monetary system, and 
international trade and finance. 

The developing countries 
face massive deficits in their 
balance of payments. These 
deficits are the result not of 
excessive spending by the 


developing countries but of 
asymmetries and malfunctions 
in the international balance- 
of-payments adjustment pro¬ 
cess, and, in particular, of the 
organization of trade in 
primary commodities. 

Strong Measures 

Adjustment policies that rely 
on traditional prescriptions will 
not remedy, but rather aggra¬ 
vate, international disequili¬ 
brium. The severe and novel 
imbalances call for equally 
strong and novel measures of 
adjustment. 

The recession in developed 
market-economy countries is 
a major factoj causing the 
balance of payments of develo¬ 
ping countries to worsen. The 
damage to their import capacity 
will be disproportionately 
great owing to the strong 
tendency for commodity prices 
to be more variable than in¬ 
dustrial prices—an asymmetry 
which is a source of basic 
malfunction in the adjustment 
process. The recession, which 
is the most scveic of the post¬ 
war period, is too steep and 
prolonged to be considered 
“normal”. 

Considerations of efficiency, 
as well as of equity, call 
for the payments imbalan¬ 
ces resulting from it to be 
corrected through reflation by 
industrial counti ies, and not 
by deflation or borrowing on 
hard terms by developing 
countries. Consequently, the 
recession-induced deficits of 
developing countries should 
be accommodated by means of 
grants or grant-like financial 
flows. These would serve to 
counteract the disequilibrium 
emanating from the industrial 
world, and to offset the asym¬ 
metries generating and ampli¬ 
fying maladjustment in inter¬ 
national payments. A com¬ 
prehensive scheme to generate 
such accommodating linance 
should be established in the 
International Monetary Fund. 

The unorthodox conclusion 
that it may be appropriate 
under certain cijcumstances to 
accommodate payments im¬ 
balances with compensatory 
financial flows is one that also 
emerges when the payments 
imbalance being considered is 
between the major oil-exporting 


countries and the oil-importing 
countries. 

Countries lacking adequate 
access to capital markets 
require financing by the 
IMF on conditions that do 
not require them to under¬ 
take inappropriate adjustment, 
and on reasonably long matu¬ 
rity. An oil facility will be 
needed in the IMF for some 
time to come, at least for the 
developing countries. Never¬ 
theless, the rise in oil prices 
requires oil-importing deve¬ 
loping countries to adjust 
patterns of real economic 
activity to increase their ex¬ 
ports. 

Increase in Flow 

A reallocation of resources 
will be achieved most quickly 
and at least cost by means 
of additional investments 
and not by cutting back domes¬ 
tic consumption. An increase 
in the flow of long-term deve¬ 
lopment finance will there¬ 
fore be required. Systematic 
and strengthened efforts by 
oil-exporting countries to pro¬ 
cure from other developing 
countries would also facilitate 
adjustment on current account. 

Restrictions in developed 
countries on imports from 
developing countries accentuate 
asymmetries resulting from the 
organization of trade in 
commodities, and impede ad¬ 
justment by developing count¬ 
ries. Such barriers should be 
relaxed and no additional res¬ 
trictions should be imposed. 

Closer consultation and co¬ 
ordination between developed 
and developing countries is 
required to ensure that jhc 
effects of policies in deve¬ 
loped countries on developing 
countries are taken fully into 
account, and that efforts are 
made to prevent maladjustment 
in developed countries burden¬ 
ing the developing countries. 
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orderly distribution of these funds by 
means of central bank-co-operation, 
regional financial arrangements and 
multilateral facilities such as the 
Financial Support Fund ("safety) 
net”) established by the members of 
the OECD and amounting to SDR 20 
billion. 

11. The issues involved in intensi¬ 
fying trade between oil-exporting 
and other developing countries, as 
well as among developing countries 
generally, are examined in greater 
detail in document TD/B/557. 
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Mrs Indira Gandhi was on the air for nearly an hour on the evening of Tuesday 
last. This performance was also televised and this, we believe, was a mistake, for there 
is no man of woman bom who can keep looking at the same single face on the tv screen 
for most of sixty minutes. Eventhe broadcast became boring because of its undue dura¬ 
tion. Whoever advised her on this matter had certainly fallen flat on his or her job. 
Mrs Gandhi’s radio and tv appearance, it was evident, was meant primarily to celebrate 
her famous victory in the Supreme Court and assure her public that it was as much in 
their interests as in hers that her control over the government and the country remained 
firm and intact. Quite clearly, this message would have come through more effectively 
had she spoken for less than fifteen minutes instead of, as she did, for more than fifty 
minutes. In the event, for reasons best known to her, or perhaps because of the advice 
she had received, she however chose to indulge in her Rooseveltian fireside chat; only, 
she went on and on so that, in the end, there was also in it bits of Truman, 
pieces of Eisenhower, a dash of John Kennedy, a lot of Lyndon Johnson and more than 
an carful of the old and original Richard Nixon. 

It must of course be admitted that this mixed hag was not entirely of indifferent 
merchandise. For instance, she declared stoutly that, however much the government 
might sympathise with the aspirations of the weak or vulnerable sections of society for 
better living conditions or more welfare services it was increased production alone which 
would enable the government to help the people in a genuine way and raiseIheir status 
as producers or promote their welfare as consumers. It was certainly to her credit that, 
even while detailing what she considered to be her government’s achievements in the 
recent past in strengthening the economy or promoting the good of the poor and the 
deprived, she did not omit to mention the importance of disciplined hard work on the 
farms and in the factories if the stability of the economy was to be ensured and, on the 
basis of that stability, its development in the interests of the people was to be properly 
organized and speeded up. But at the same lime it cannot be denied that she was relying 
far too heavily on merely demagogic designs and devices for rendering the political 
impact other speech as massive as possible. 

Auto-rickshaw walas* and cycle-rickshaw walas, barbers and dhobis and hosts 
of other people following socially useful avocations and earning an honest liveli¬ 
hood are certainly worthy citizens of our country entitled to be consulted on and to 
participate in its affairs, but the prime minister is surely not so naive as to believe 
that, if only more barbers administered closer shaves to more of their clientele, 
the nation's economy would be enabled tg fig*ht off both inflation and recession and 
become abundantly productive of the good things of life for its people. John 
Kennedy’s speech-writer, it must be admitted, did hit upon a string of phrases which 
every politician in the rest of this century-is bound to be templed to make his own or 
paraphrase on every possible occasion. This is something which cannot be helped 
but it can still be pointed out to Mrs Gandhi that modern political communities are 
so organized and run that, even if every single citizen is ready lo accept toil and tears 
us his share, or willing to shed sweat or even blood in the interest of the nation, the 
results might still be inconsequential or irrelevant unless the policies of the govern¬ 
ment and the apparatus of the administration are well informed, intelligent, positive, 
constructive, realistic anrfdynamic. This would mean above all that the government is 
able and willing to plan and direct its own effort sin such a manner that there is a genera¬ 
lized activization of the resources including potential resources, both human and 
material, of the community. This is why many of us are inclined to attach vastly more 
weight to a whiff of useful activity on the part of the government than to blasts of hot 
air over the radio or the tv network. 

Once more, however, we would give Mrs Gandhi her due. Even such of u$ as are 



actions of the government which have ab¬ 
ridged the individual's civil liberty and the 
citizens basic freedoms in our land, would 
express our appreciation and approval of, 
and even respect for, some of the wise 
decisions which have been taken in the 
economic field in recent weeks or months, 
■that these decisions are not indicative 
merely of stray thoughts but are rooted in 
a desirable change of direction in the 
management of the economy by the govern¬ 
ment is all the more a cause for rejoicing 
and the announcement made on Novem¬ 
ber 13 of a package of measures for stimu¬ 
lating investment, production and ex¬ 
ports will be widely welcomed in the coun¬ 
try as an earnest of the government's 
intention to do its duty by the nation's 
economy. 

Although the general framework of 
fiscal and monetary discipline rightly 
imposed on the country for the purpose of 
dealing with inflationary pressures and 
bringing them under control is to remain 
largely undisturbed for the time being, 
the government has indicated that it will 
be working steadily towards liberating the 
productive forces in the economy from 
restrictions which are negative and often 
even positively harmful. It has been 
announced that the government would 
undertake at least selective reflation of 
demand by removing (he brakes on con¬ 
struction activity, stepping up budgetary 
allocation for mass urban tiansportation 
and directing the banking system to under¬ 
take more term-lending for the benefit 
of investment in certain priority sectors. 

Although the government has ruled out 
adjustments in excise duties in the remain¬ 
ing part of the current year as a device for 
resuscitating demand for the products of 
certain industries, it has hy implication 
said that this issue would be, or pci haps is 
being, considered in terms of the policies 
for the next central budget. Meanwhile, 
distribution controls are to be relaxed or 
modified, for instance in the case of the 
textile industry, in order to enable the 
manufacturers and the trade to clear stocks 
or move goods in an orderly but fast 
manner into retail selling and consump¬ 
tion. Allowingthit a number of industries 
producing consumer durables are facing 
problems of transition consequent on 


ment has set up an inter-ministerial group 
for exploring ways and means of assisting 
such industries in their efforts at consolida¬ 
tion or revival. 

Great emphasis is being ptaced of 
course on exports both in general terms 
and in relation to specific industries which 
arc already important in our export trade 
or which show export potential or piomise. 
In this connection the Resetve Bank has 
simplified and streamlined the procedure 
for issuing blanket exchange permits to 
enable them to avail of the facilities ex¬ 
peditiously; incidentally, these facilities 
have recently been liberalised. However, 
it is not known how far there would be 
any real improvement in the position of 
new-comers to the export trade; they are 
reportedly having very real procedural 
problems with the Reserve Bank. 

The government has something for the 
capital market too. Some of the restric¬ 
tions on the issue of bonus shares have 
been made less stringent, but here it is not 
very clear that enough is being done or 
even thought of. Equity values are in such 
a depressed state that a few little pills or 
potions may make no great difference to 
the health of the patient. The govern¬ 
ment had certainly acted rashly when, out 
of considerations which were plainly ex¬ 
traneous, it decided to restrict the pay- 


in the past few weeks, the raw jute markets have 
struck a note of unrelieved pessimism. The mono¬ 
tonous music started early in September, and 
gathered volume in the course of October. The 
burden of the song of late, has been that "the 
markets are very weak, with little business passing 
.. .Mills are not taking interest....Business is at 
a standstill in upcountry...generally for Calcutta 
offtake is poor,...The ryot is anxious to sell and is 
even disposed to offer each discounts on prices, 
which fluctuate around the minimal levels.** 
Earlier, there was a tendency to attribute this weak¬ 
ness in the mills holding off, as the final forecast 
figures of the 194S crop were much better than 
expected. It is now realized, however, that this 
is far too simple an explanation. Speculative 
waiting on the part of the mills has been there. 
But there, arc also certain other more important 
checks on the resumption of generous buying by 
the mills. It is true that last week’s reports Tndi- 


anti-inflat ionary sneasures. tttewr could 
have been no worse timing of this measure, 
because the market was alrcadjr catering 
a phase of depression aggravated greatly 
by the 9harp rise in inteiest rates. The net 
result is that the capital market has been 
killed for all practical purposes and the 
only merit of the government's marginal 
gesture of November 13 is that it may 
encounage it to think more vigorously 
of the measures that are needed and must 
be taken to put the capital market back in 
shape. 

Fihally, government's anxiety to boost 
exports has been plain for some time, but, 
here again, the question arises whether 
marginal measures would do. Perhaps the 
time has come for serious thought to 
be given to the possibility of contriving 
and using an undervalued rupee as a basic 
or long-term instrument for releasing 
those impulses of investment, production 
or productivity which are the only sure 
guarantee of rapid expansion of exports 
on an enduring basis. 

If an undervalued rupee accompanied 
by other appropriate economic policies 
could, as it should, stimulate invest¬ 
ment, production and efficiency in 
domestic industries, facilitate the libera¬ 
lisation of import controls, make it 
possible for restraints on entrepreneurs, 


cate a slight revival of activity, but it is so slight 
that it would not have been noticed but for the 
background of the monotonous dullness against 
which it has appeared. The prospects continue 
to remain uncertain. 

It is interesting that raw jute has been showing 
this much of weakness at a time when the volume 
of coal supplies to the mills has begun to register 
a marked increase. For the first time in many 
months, the coal situation tends to be encouraging. 
During a recent week, they averaged 97 wagons 
per day, and there is reason to expect that supplies 
will at least continue to be maintained at about this 
rate. Some of the other difficulties, which have 
hitherto depressed production, such as occasional 
labour shortage, are bound to become less impor¬ 
tant in the future. Transport should also improve, 
if only gradually. In fact, all the war*cte&ted 
bottlenecks should be less hampering even in the 
immediate future than they have been in the past. 


Eastern Economist 30 If ear^ -Qqo 

NOV. 23, 1945 
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both domestic and foreign, to be removed 
and generally thrust the country into the 
currents of the world economy so that it 
will necessarily have to swim in order to 
avoid sinking, there may accrue many 
obvious and very considerable advantages 
to the nation's economy in terms of the 
strengthening of its resources and the 
enlargement of its scope for providing 
more employment to its people at higher 
wages. 

We believe that it would be right and 
proper for the people and the country 
to urge on Mrs Gandhi to think in such 


Doctors' 

The Medical Council of India has dere¬ 
cognized all British medical qualifications 
taking effect after March 1977. It has been 
explained by the president of the council. 
Dr B.N. Sinha, that this is a retaliatory 
move since the British Medical Council, 
which has all along been maintaining reci¬ 
procal arrangements with the Medical 
Council of India for the recognition of 
medical qualifications, is now going 
back on this arrangement. The complaint 
here refers evidently to the requirement 
recently imposed in Britain on immigrant 
doctors (mostly from the Middle East and 
the Indian sub-continent) that they should 
take a language test as well as a qualifying 
examination. 

It is not at all • clear that this 
action taken in Britain amounts to a 
derecognition by the British Medical 
Council of Indian medicul degrees. It is 
even less clear that the derecognition by 
the Indian Medical Council of British 
medical degrees can have any practical 
meaning even in a retaliatory sense. We 
are afraid that the Indian Medical 
Council has indulged in a gesture of 
quixotic flamboyance and irrelevance 
presumably under the political direction 
of the government of India. 

It appears that some 4,025 immigrant 
doctors arc earning their livelihood in the 
United Kingdom. It is unlikely that there 
are even 40 British doctors in India practis¬ 
ing their profession mainly or wholly for 
livelihood. It follows that the derecogni¬ 
tion of British medical degrees by the 


or similar big and bold terms so that there 
will be more for her to offer in the form of 
demonstrable good to the people instead 
of political slogans or demagogic cliches . 
An exchange rate for the rupee which 
places a premium on exports, a structure 
of interest rates which makes it possible^ 
to put money to work abundantly and fast 
and an industrial policy which welcomes, 
encourages and facilitates productive 
investment, whether domestic or foreign, 
must be part of ihe stufT of any claim to 
good economic management which could 
have reasonable credibility at home or 
abroad. 


dilemma 

Indian Medical Council could have some 
relevance only with regard to Indian doc¬ 
tors who, after taking their degrees here, 
go to Britain for a period for advanced 
education and return home with British 
medical qualifications which, by common 
consent, seem to have a value which is 
more than prestigious. What would be 
the effect in their case of the Indian 
Medical Council derecognizing British 
qualifications? Surely, this cannot mean 
that they cannot practise medicine in our 
country. Having basic Indian medical 
degrees they cannot be mad? to suffer any 
such disability. 

Could it then be the intention of the 
Indian Medical Council to prohibit the 
use by these doctors of the British appella¬ 
tions after their names or on their sign¬ 
boards? In u country such as ours where 
all kinds of medical practitioners including 
quacks, witch-doctors and medicinemen 
of various descriptions are merrily affixing 
strings of alleged qualifications to their 
names and are even advertising them in 
newspapers and magazines, it would be 
clearly ridiculous to lay down that an 
Indian MBBS, MD or MS should not 
suffix a MRCP or a FRCS when he 
happens to have acquired that qualifica¬ 
tion. In any case, so far as the ‘Yetalia- 
tory" aspect is concerned, the Indian 
Medical Council or even the government 
of India cannot really be labouring 
under the impression that it could have its 
revenge on hundreds or thousands of 
British doctors desperately looking for a 


livelihood in our country and therefore 
knocking at our doors for entry. Had the 
Indian authorities merely wanted to make 
a symbolic protest, they would have 
looked at least less silly if, instead of de- „ 
recognizing British medical degrees, they 
had merely required that immigrant 
doctors should take a language test in any 
of the 15 languages in the Eighth Schedule 
to the Constitution besides, perhaps, 
passing a qualifying examination in medi¬ 
cine as it is laught or practised in our 
country. 

Honestly wc fail to see how our national 
dignity is hurt by the conditions imposed 
by the British Medical Council on Indian 
doctors practising or seeking to practise 
medicine in the UK. Surely, it is not 
unreasonable to ask of any such doctor 
that he should be familiar with the langu¬ 
age of the host country especially when 
that countiy does not happen to be pla¬ 
gued with native tongues numbering two 
digits. Again, is it not the prerogative 
of appointing or employing authorities 
anywhere in the world including India 
to insist ^on prescribing qualifications 
which they consider necessary? For 
instance, the mere fact that some young 
man has topped the list in the MA 
examination of even one of our more 
prestigious universities does not automa¬ 
tically qualify him for appointment to the 
Indian Administrative Service or admi¬ 
ssion to the Indian Institute of Manage¬ 
ment in Ahmedabad. On the contrary, 
the UPSC, for instance, does examine 
candidates even when the subjects offered 
by then arc those in which they might have 
secured outstanding success in their uni¬ 
versity examinations. 

Moreover, the situation in our own 
country is that an Indian from outside 
Maharashtra, for instance, cannot even 
get ordinary factory employment in 
Bombay if he docs not have a language 
qualification in Marathi. Is it not then 
discreditable on our part to raise a dispute 
about another country asking immigrants 
to acquire working knowledge of the 
language of that country as a condition 
for their being employed there? Before 
the Indian Medical Council chose to make 
an issue of the alleged perfidy of Albion, 
should it not have considered the state of 
affairs prevailing, for example, in Tamil 
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Nadu where the minister (allegedly) 
for Education, or his palace guards 
reportedly go through selection lists of 
candidates for medical colleges with a red 
pencil striking down Brahmin or Brahmin¬ 
sounding names? Surely, before the Indian 
Medical Council or its mentor in this 
matter, viz., the government of India, 
had thought it proper or necessary to take 
“retaliatory" action against the British 
Medical Council, it could at least have 
made an honest attempt to set its own 
stinking house in order by mitigating, if 
not eliminating, the gross discrimination 
which is being practised within India 
itself against ordinary Indians by other 
Indians having the authority of office or 
exercising the tyranny of political power. 

Again, is there not an obligation, 
equally important, on the government of 
India and the Indian Medical Council 
to bring up the standards of medical 
education in those leaching institutions in 
our country where the standards arc 
grossly low before pretending to take um¬ 
brage at the temerity of some government 
or medical authority in seeking to safe¬ 
guard standards of the pract ice of medicine 
in its country by satisfying itself that 
immigrant doctors from certain countries, 
where the standards of medical education 
are in parts suspect, do in fact possess the 
minimum knowledge and skills it considers 
necessary in the interest of its own people? 

Finally, it may perhaps be conceded t hat 
the action of the Indian Medical Council 
may not be without some incidental bene¬ 
fit to our country. In the first place, it 
must be less easy for our authorities to 
continue to evade their responsibility for 
improving siandards of medical education 
in our teaching or training institutions 
after beating their breasts in the market¬ 
place about Britain's inequity in screening 
doctors with our medical degrees and 
thereby drawing global attention to the 
status of these medical degrees outside 
our country. Secondly, the corollary to the 
derecognition of British medical degrees 
by the Indian Medical Council must be 
the discouragement or even the denial 
of facilities to such of those Indian doctors 
who leave for the UK on the pretext of 
wishing to pursue advanced studies but in 
reality for the purpose of seeking a liveli¬ 
hood and se lling there. In this sense the 
British Medical Council should in fact be 


thanked for imposing stncf standards oh 
immigrant doctors. By doing so it has 
rendered a service to this country by 
making it more difficult for Indian doctors 
to leave their own land where medical 
personnel is by no means in surplus. 
This does not mean that a blanket 
•ban on doctors leaving our country even 
for bettering their prospects is necessary 
or desirable. On the contrary, reason¬ 
able facilities may be given—as they 
are indeed being given now—for 
Indian doctors to go to countries such 


"" as Iran 

where they could spend a limited 
number of years on specific, slum term 
contracts and then return to their own 
people. The point is that, instead of 
tearing our hair and wailing that national 
honour is lost every time some country 
or the other takes some action or the 
other in its own interests, our govern¬ 
ment or professional bodies should try to 
find out what is in our own interest in 
any particular situation and act appro¬ 
priately to advance our own good. 


Better use of capacity 


The problem of large unutilised capacity 
in industries has been receiving a great 
deal of attention from the government of 
India and recently several steps have been 
taken to tackle this situation. The availa¬ 
bility of power, coal, steel, cement, and 
other raw materials has been improved. 
The licensing procedures have been simpli¬ 
fied and the credit policy has been libera¬ 
lised to some extent. Export incentives 
have been made more attractive and the 
investment on agriculture and allied activi¬ 
ties, industries, transport and communica¬ 
tions has been stepped up. There is also 
greater harmony in industrial relations. 
All these factors are expected to contribute 
to the belter utilisation of capacity but 
there is still an imperative need for action 
in other directions in order to enable in¬ 
dustries to maximise their production. 
Among the industries with sizable idle 
capacity are steel, castings, diesel engines, 
road rollers, air compressors, winding 
wires, transmission towers, steel pipes 
and tubes, railway wagons and 
automobiles. 

The lack of elective demand continues 
to be a major impediment to the utilisa¬ 
tion of capacity in a wide range of indust¬ 
ries. The official thinking seems to be that 
the substantial increase in investment will 
give a stimulus to the demand for various 
kinds of industrial products. The govern¬ 
ment has decided to step up the investment 
on agriculture and allied programmes from 
Rs 638.42 crores in 1974-75 to Rs 691.41 
crores in 1975-76, irrigation and flood 
control from Rs 385.32 crores to Rs 


468.22 croies, power from Rs 766.55 
crores to Rs 1101.58 crores and village 
and small industries fiom Rs 68.81 crores 
to Rs 73.89 crores. The government has 
also recently announced its intention to 
increase the outlay further on certain 
schemes relating to power and irrigation. 

The higher level of investment will, of 
course, help industries to increase their 
production but it is essential to ensure that 
the funds earmarked for the various 
schemes are promptly and effectively 
spent and that the government depart¬ 
ments concerned eliminate the chronic 
delays that continue to take place in 
making payments to those who supply 
goods and services. The government 
should also draw up their purchase policy 
on a long-term basis so as to enable 
industries to plan their production pro¬ 
grammes with confidence. This is par¬ 
ticularly essential in the case of railways, 
electricity boards, and public works dep¬ 
artments. It is also important that the 
prices paid to industries should be such as 
to provide a fair return. 

The adequate availability of credit is 
another major requisite to enable industries 
to make better use of their capacity. Mr 
K.R. Puri, the governor of the Reserve 
Bank, in his letter addressed to scheduled 
commercial banks on the credit policy for 
the current season, has said that “some 
parts of the industrial sector have been 
adversely affected by a slackening of 
demand, both domestic and foreign, 
requiring an adjustment in production 
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and market conditions and that these 
trends are “particularly evident in indust¬ 
ries such as steel transport equipment and 
industrial machinery”. The governor 
has stressed that there is need to continue 
the policy of credit restraint although he 
also observed that “the Reserve Bank 
recognises the need for a certain degree of 
flexibility in the application of the existing 
criteria of credit discipline”. However 
industrial associations seem to doubt as to 
whether the banks will actually show suffi¬ 
cient flexibility in enforcing the credit 
policy. Mr Puri himself has suggested 
that there should be "progressive applica¬ 
tion of the guidelines indicated by the 
Tandon Study Group”. Unless the 
Reserve Bank takes special care to provide 
adequate and timely credit for raising pro¬ 
duction, industries will find it difficult to 
make full use of their capacity. The 
government should also reconsider its 
policy on indirect taxation. 

It has been estimated that the incidence 
of excise duty goes up to 45 per cent of 
the prices, and even more in some cases, 
and this is one of the major factors contri¬ 
buting to the high cost of production. The 
government’s anxiety not to lose revenue 
is understandable but this will be only 
for a short period since the reduction in 
duties is bound to give an impetus to 
more sales, more pioduction and more 
employment, all of which will, of course, 
benefit the exchequer in various eways. 

Industries with idle capacity arc being 
urged to augment their production and 
export it but how many of them are in a 
position to sell their products in foreign 
countries at remunerative prices? The 
government’s policy towards exports has 
lately become more realistic but there 
are still many areas where prompt action 
is called for in ordei to enable and encour¬ 
age our indust ries to export. For example, 
the high cost of export credit, inadequate 
availability of shipping space, and the 
frequent and sharp increase in freight 
rates are among the major impediments to 
export promotion. New Delhi is yet to 
evolve a rational and realistic scheme of 
cash incentives which will remain in force 
for a long time. 

Prof. Chattopadhyaya, the union 
Commerce minister, told the Advisory 


Council on Trade recently that the 
government was having a fresh look at 
incentives and that a new scheme would 
be announced by next March. But no 
one knows how long the new incentive 
scheme will be in operation and whether 
the government would like to have yet 


another “fresh look” at it soon aftei its 
introduction! Unless the government of 
India adopts a clear and comprehensive 
approach, our industries will continue to 
operate with substantial idle capacity, 
causing considerable loss not only to 
themselves but to the nation. 


Wooing small savers 


At a function organised in Kanpur on 
November 2—the World Savings Day— 
Mrs Sushi la Rohatgi, deputy union 
Finance minister, expressed satisfaction 
with the small savings movement in the 
country. She said that during the fourth 
five-year Plan period, actual small savings 
at Rs 1,372 crores were nearly 80 per cent 
more than the target of Rs 769 crores. It 
seemed that the fifth Plan target for small 
savings would also be surpassed. Wheras 
the target for small savings during the 
current Plan period was put at Rs 1,850 
crores, actual collections were expected to 
be around Rs 2,800 crores. Mrs Rohatgi 
emphasised that the sharp increase in small 
savings was basically due to the inflation¬ 
ary tendencies in the economy. 

While the level of small savings collec¬ 
tions improved year after year, the fact 
that simultaneously these collections were 
also being withdrawn by depositors should 
not be forgotten. Therefore, a true indica¬ 
tor of the progress of the small savings 
movement in the country was the level of 
outstanding small savings collections at 
the end of each year. In financial terms, 
these outstandings had risen from Rs 378 
crores in 1951-52 to Rs 2222.5 crores in 
1970-71 and fo Rs 3,265.1 crores in 1973- 
74. In the first four five-year Plan periods 
the outstandings had ranged between 0.4 
per cent and 0.7 per cent of the total 
national income;in 1973-74 again the out¬ 
standings were a little less t han 0.7 per cent 
ofthe national income. It showed that the 
small savings movement had kept abreast 
of the rises in national income but had not 
reached even up to one per cent of national 
income. 

According to Mrs Rohatgi, only seven 
per cent ofthe population of the country 
had been brought within the orbit of small 
savers. This largely explained the almost 


static level of small savings as a percentage 
of national income over 2J decades. It 
was now being planned to bring 15 per cent 
of the population within the orbit of the 
small saving schemes by 1978-79. Perseve¬ 
rance extended over more than two 
decades was likely to bring forth its fruit¬ 
ful results only if an effort was made by the 
government to bring about the necessary 
changes in the small saving schemes for 
popularising them among the small savers. 

Theoretically, the different small 
saving schemes offered an opportunity to 
every body to save according to capacity. 
Even a child could save five paise at a time 
in the Childrens Savings Bank. A low 
income earner could open an account in 
the post office savings bank with only 
an initial subscription of five rupees with 
subsequent deposits of two rupees at a 
time. But it was believed that the bulk 
of the savings came from the big savers. 

There was a time when the national 
savings movement offered no less than five 
different tax-free schemes through which 
'a person could save up to Rs 1,23,000. 
Thus the upper income groups took full 
advantage of the tax-free facilities provi¬ 
ded by these schemes. From 1970 on¬ 
wards, the tax-free investments were 
allowed only in three schemes with the 
result that the total tax-free investments in 
different schemes could total no more than 
Rs 82,000. Again charitable institutions 
and clubs and various other institutions 
availed of the facilities provided by the 
different small saving schemes and it was 
feared that the small saving schemes 
catered for cither the upper income groups 
or the institutions. 

A recent study had however pointed 
out that savings of individuals were 
on the increase though there was 
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■oburn ttsTt me * other*categories*' man^SSSSS oFH inSKTEnjBSr accounlsT 
did avail of the facilities offered by the With the initiation of this scheme, nearly 
small saving schemes. As indicated in the 700,000 accounts with a minimum balance 
table below, in 1973-74 out of total net of Rs 200 each were opened in the first 
collections of Rs 452 crores, savings two months and contributions to this 
through individuals were more than half scheme had grown month after month, 
at Rs 250 crores. 


t£ue de^pbsii s &nd interest 
mer price index. But such a scheme would 
have wide repercussions on collections 
made by commercial and cooperative 
banks and also the Life Insurance Corpora* 
tion and the loans raised by the centre 
and the states. 


Small Savings: Net Collections 

(Rs crores) 


Year 

Total net Of which sav- 
collection ings through 
individuals 

1969-70 

127.00 

96.52 

1970-71 

188.36 

135.51 

1971-72 

227.36 

146.51 

1972-73 

355.00 

176.72 

1973-74 

452.23 

250.00 


The small saving schemes were ini¬ 
tiated in order to inculcate the habit of 
saving among the common people i.e. 
families in the lower income brackets. It 
was the claim of the government that with 
the experience gained over the years, the 
common people were being increasingly 
attracted to the small saving schemes. It 
was also claimed that more people in lower 
income groups were saving through the 
small saving schemes than ever before. 
There were 3.5 million salary and wage 
earners in the country who saved regularly 
every month small sums of five rupees and 
upwards in recurring deposit accounts. 
These savings were deducted from their 
wages at source and were remitted by the 
employers to the post offices for credit to 
their accounts. Persons working in offices, 
factories, mills and public sector under¬ 
takings had set up Pay Roll Savings 
Groups through which as much as Rs 72 
crores were saved in 1973-74. 

The post office savings bank (POSB)— 
described as the people's bank—was 
certainly not as prosperous as the commer¬ 
cial banks. The average individual's 
deposit in the POSB was Rs 140 as against 
Rs 900 in a commercial bank in this count- 
try. Innovations were being tried in order 
to attract the depositors to the people’s 
bank. The recent sharp increase in POSB 
deposits was due to the incentive scheme 
which offered prizes in a lucky draw to 
account holders who maintained a mini- 


The recent inflationary trends in the 
economy had brought about, according 
to the latest statistics, a sharp increase in 
the collections under the small saving 
schemes. At the same time, it had an 
unfavourable ipipact on many family 
budgets who would have liked to put by 
some saving for the rainy day. In fact, 
the rising prices resulting in declining 
purchasing power of the rupee acted as a 
great psychological barrier to increase in 
savings. Perhaps the savings under the 
various schemes initiated by the govern¬ 
ment could multiply many-fold if stability 
in the purchasing power of the rupee could 
be ensured. It would need the linking of 


In some of the Scandinavian countries 
this technique had been tried but it 
did not succeed because of the tremen¬ 
dous burden that inflation put on loans 
raised by the government and other 
financial institutions. It was a fact that 
the engines of progress in the economy got 
accelerated under the stimulus of savings 
made by thrifty families and the small 
savings movement made not a mean con¬ 
tribution to the saving and investment 
effort of the nation but the savers needed 
to be rescued from the ravages of infla¬ 
tion which cut into their hard-earned in¬ 
comes. 
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New agricultural technology 


R. D. Singh and P 

The question as to whethci toe New 
Agricultural Technology (NAT) leads, 
or could lead, to more or less employ¬ 
ment of agricultural labour within 
the farm sector has created, of late, 
considerable interest among the eco¬ 
nomists and administrators alike. This 
is quite understandable because it is 
feared that while the NAT has the vast 
potentialities of increasing productivity 
it has, or may have, also the danger of 
rendering rural labour surplus and thereby 
aggravating the the problem of unemploy¬ 
ment and under-employment in the rural 
sector, a problem so disturbing especially 
in over-populated developing economies. 

This is an area where conflicting views 
have been expressed. According to one 
view, the introduction of the New Farm 
Technology has raised not only the produc¬ 
tion per unit of farm resource but also the 
level of labour employment. Agricultural 
development and utilization of agricultural 
labour are said to be directly and positively 

correlated . 1 ,*, 6 , 5 , 0 , 10 , 11 

technological breakthrough 

Similarly, the statement made in India's 
fifth five year Flan that .“the recent techno¬ 
logical breakthrough have opened the pace 
of employment within agriculture for grow¬ 
ing labour force in agriculture" 1 , implicitly 
assumes that the New Agricultural Techno- 
Ugy necessarily leads to greater employ¬ 
ment on the farms. According to ano¬ 
ther view, with the introduction of the 
New Agricultural Technology with big 
farms intensifying their farming operations 
by large scale mechanisation, there is a 
tendency in the employment of agricultural 
labour on the faims to decline.** 7 

It, indeed, becomes difficult to make any 
conclusive statement on the issue in 
question. The doubt about the social 
costs of the New Agricultural Technology 
in terms of unemployment of human 
resources in the rural sector is still persist¬ 
ing. Nevertheless, the issue is of crucial 
significance both from the short-run and 
the long-run points of view because of 
the strategic significance attached to the 
employment and human resource develop¬ 



ment components of planning in a country 
such as India. Hence, the need for collect¬ 
ing more and more evidence pertaining to 
this issue. The present study makes an 
attempt in this direction by examining 
the nature and extent of the impact of farm 
factors, representing the new technology, 
on farm labour employment with the help 
of empirical evidence. The impact of the 
important ingredients of the New Agri¬ 
cultural Technology intended to be exa¬ 
mined in the present study are: the high 
yielding varieties (HYV); the use of 
chemical fertilizers, insecticides and 
pesticides; increased use of irrigation 
water; and farm mechanisation. 

three-stage sample 

The data utilized for the purpose of the 
present analysis pertains to the plains of 
Nainital district, known as the Tarai re¬ 
gion in Uttar Pradesh. A three-stage stra¬ 
tified random sampling design was used for 
the selection of villages and households. 
In all, the sample consisted of 54 farmers 
in the size-group of 10 acres and above, 
selected fiom nine villages of Rudrapur 
Community Development Block of Naini¬ 
tal district. The Tarai region represenls 
areas of relatively higher levels of the New 
Agricultural Technology andjto that extent 
the results of the present study may pro¬ 
vide some meaningfully and interesting 
clues to the kind of relationship between 
employment and the variables representing 
the new farm technology. 

Though one could visualise a number of 
factors which influence the employment of 
labour, the present study confines itself 
to only those of the farm factors that could 
be said to represent the NAT. The esti¬ 
mating model was of the following form: 

N- a+b 1 X l +b 2 X 2 +b a X a +b 4 X 4 +b 6 X 5 

+b.X, 

where, 

h N =totai labour days of (a) casual 
or hired labour; (b) permanent 
labour, including family labour; 
and (c) total of casual and 
permanent labour on the farms 
for crop activities. 
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employment 

Xi=Cfopping intensity in percentage. 

X* —Tola! irrigated area in acre 
inches per year. 

X a =Area under High-yielding Varie¬ 
ties in percentage. 

X«—Total expenditure on fertilizers 
and plant protection measures. 

X,—Total tractor hours used per 
year for land preparation; and 

X*—Total bullock labour days em¬ 
ployed per year. 

Regressions were run both in linear and 
loglinear form; though, as the linear form 
yielded better results than the log form, 
the former has been used to estimate the 
relationships as discussed in the present 
article. Similarly, the variables, the 
dependent and the independent ones, were 
converted also on per acre basis so as to 
examine the employment relationships on 
the basis of the farm as well as that of the 
per acre. 

relative impact 

The relative impact of the various factors 
on employment of farm labour as stipulated 
in the present study and as established by 
the results of regression analysis, present ‘d 
in Table l, are discussed below: 

Crop Intensity (X x ) and Agricultural 
Employment : Crop intensity emerges as 
one of the important determinants of farm 
labour employment. Employment of both 
the hired and the total labour force is 
positively and significantly related with the 
intensity of cropping on the farms with a 
regression coefficient of 5.902 in the case 
of hired labour and 7.234, of total labour, 
both significant at five per cent probability 
level (equations 1 and 2). The influence of 
crop intensity on employment of perma¬ 
nent labour comes to be, though positive, 
non-significant, when considered on farm 
level; though the relationship between this 
variable and permanent labour when 
considered on per acre basis appears signi¬ 
ficantly positive with a regression coeffi¬ 
cient of 0.333 (equation 5). This pattern 
of relationship appears quite logical as 
with more intensive use of land (and hence. 
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an increase in the demand for labour on 
the farm, unless, of course, considerably 
high degree of labour-saving (and capital- 
intensive) production devices are used by 
the farmers, especially the medium and 
' large sized farmers in particular. 

Irrigation (X 2 ) and Employment : With 
expansion in irrigation facilities, one would 
expect expansion in employment 
opportunities for labour on the farm, 
because with greater availability and use 
of water, the farmers would go for high 
yielding varieties of crops, more crop 
intensity and more use of fertilizers. The 
results of regression clearly establish this 
kind of relationships; with one per cent 
increase in area under irrigation, there is 
an increase of 1.31 mandays employment 
of hired labour and 1.54 mandays of total 
labour force on the farms. The same kind 
of significant relationship appears on per 
acre basis also. 

High Yielding Varieties (X 8 ) and Employ¬ 
ment: The high yielding varieties of seeds, 
one of the significant constituents of the 
New Agricultural Technology, as also hy¬ 
pothesized to have a positive and signi¬ 
ficant influence on labour employment by 
some studies in the past, show positive bea¬ 
ring of significance on employment of hired 
labour which increases at a rate of 0.265 


TBInHaS?^ 'cent irh 

crease in area under HYV (equation 4), 
Interestingly, this factor has a negative 
impact on permanent labour. The signi¬ 
ficant and positive strong effect that 
the HYV came to exercise only on hired 
labour is plausible because the HYV, 
besides helping in raising multiple crops 
and promoting intensity of farming, re¬ 
quire more irrigation aqd interculture; 
and all this would definitely lead to, in 
addition to higher yields, greatei demand 
for casual labour on contractual basis 
(rather than that for permanent labour), 
a practice becoming quite common in the 
modem agriculture of the Tarai region, the 
net impact of this being relatively less 
employment of permanent labour on the 
farms. 

Fertilizers and Plant Protection Measures 
(Y 4 ) and Employment : With greater diffu¬ 
sion of the New Agricultural Technology 
in the recent past, the input structure has 
undergone a significant change with com¬ 
post and farm yard manures being sub¬ 
stituted by chemical fertilizers, and the 
conventional methods of plant protection, 
by chemical pesticides and weedicides. 
This component of the technological 
variable has exercised a strong and 
positive influence on labour employment. 
With one rupee investment in plant 
protection and fertilizers, for exam- 


pK I&re is an taeim 
ment of hired labour to the tune of 0.99 
mandays and as high as 3.63 manlays of 
total labour force on the farm: while oh 
per acre basis, it is 0.07 and 0.04mandayi, 
respectively, (equations 1,3,4 and 6). Tms 
is indeed of considerable significance in 
view of the current controversy regarding 
the New Agricultural Technology vis-a-vis 
employment prospects of farm labour in 
the countryside. 

Tractorisation and Employment : 

Tractorisation, which is a part of mechani¬ 
sation, is another component of the New 
Agricultural Technology, the effect of which 
has been a subject-matter of controversy, 
particularly with reference to the question 
of employment and unemployment and 
the social costs involved therein. The 
evidence of the Tarai region suggests for a 
positive and significant impact of tractor- 
use for tillage operations on the hired as 
well as on the total labour employment; 
a regression coefficient of 0.816 in the 
case of hired labour and 0.862 of total 
labour employment, significant at 20 per 
cent and 10 per cent, respectively, defini¬ 
tely exhibits the existence of favourable 
impact of this variable (tractorisation for 
tillage operations) on employment. This 
is likely to be so, becacse this enables the 
farm to go for more intensive farming. This 
may not however be true for any large 


Table I 

Estimated Agricultural Labour Employment Functions on the Sample Farms of Tarai Region of Nainitat District 

(Farm Level) 


Regression Coefficient for 


Eqn. Equation for 
No. 


On Farm Basis 

1. Hired labour 
employment 

2. Permanent lab our 
employment 

3. Total employment 


On Per Acre Basis 

4. Hired labour 
employment 

5. Permanent labour 
employment 

6. Total employment 


Constant Cropinten- Irrigation High Yield- Fertilizer and Tractoriza- Bullock R # 

a sity per cent (ac. in (ha) ing Varieties Plant Pro- tion fHrs.) labour 

(Xj) (X 2 ) (percent) tection (Rs) (X fi ) days (X*) 

(X 8 ) (X 4 ) 


— 1168.235 

5.902** 

1.314f 

4.452 


(2.832) 

(0.42) 

(4.792) 

84.043 

1.522 

—0.485 

—3.002 


(1.333) 

(1.214) 

(28.836) 

—1190.863 

7.234** 

1.536t 

2.737 


(3.051) 

(0.402) 

(4.616) 

—13.522 

0.057 

0.244f 

0.265** 


(0.068) 

(0.081) 

(0.143) 

4.178 

0.033* 

0.196** 

—0.069** 


(0.017) 

(0.095) 

(0.033) 

—20.921 

0.193** 

1.056** 

0.090 


(0.092) 

(0.437) 

(0.147) 


0.390* 

0.816® 

2.200® 

0.48 

(0.210) 

(0.588) 

(1.644) 


0.199 

—1.642t 

0 001 

0.41 

(0.117) 

(0.345) 

(0.006) 


3.632* 

0.862* 

2.946* 

0.55 

(2.021) 

(0.583) 

(1.671) 


0.072f 

0.370 

1.187*@ 

0.43 

(0 020) 

(0.436) 

(0.891) 


-0 002 

0.107® 

1.900* 

0.21 

(0.004) 

(0.773) 

(1.055) 


0.042* 

0.384 

1.920* 


(0.020) 

(0.461) 

(1.194) 

0.36 


Significant probability levels: t~ 1 percent; ** 5 percent; *10 per cent; and @20 per cent 
Figures in parentheses are standard errors of respective regression coefficients. 
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scale mechanisation involving labour-sav¬ 
ing capital-intensive methods of pro¬ 
duction; and, hence, the need for caution 
in the selection of crop mechanisation. 

As compared to the positive relation¬ 
ship between tractorisation and employ¬ 
ment of hired labour, the employment of 
permanent labour has been influenced 
negatively and significantly by tractorisa¬ 
tion, particulerly on the farms level. 
This kind of negative relationship is 
reasonable as permanent labour is 
generally employed on the farms for land 
preparation together with bullock labour; 
and when there is replacement 
of bullock labour by the tractor, 
the magnitude of permanent labour is 
bound to be reduced. 

However, in view of the insigni¬ 
ficant proportion that the permanent 
and family labour component accounts 
for in the total labour force on 
the farm, the fact of the deterrent impact 
of tractorisation on this fragment of labour 
may not be of much significance, Also, it 
is not, as clearly shown by the results of 
the present analysis; the employment of 
hired labour and of total labour on the 
farm varies positively and quite signifi¬ 
cantly with changes in tractor use on the 
farms, despite inverse variation in perma¬ 
nent labour employment. Ihus, it is 
(and should be) the appraisal of the 
employment relationship in the overall 
context that is important. 

positive variations 

Bullock Labour (A',) and Employment: 
Bullock labour in farming is used generally 
for land preparation, i.e. for ploughing, 
harrowing, levelling and puddling etc. 
It is used also for threshing of 
wheat, mustard and pulses. The 
results of regression presented in Table 
I, show a kind of complementarity 
between the human labour employment 
and the bullock labour used on the farms. 
The complementarity is more pronounced 
in case of bullock labour and permanent 
labour than that of bullock labour and 
employment of hired (or casual) as well as 
* total labour on the farms. In all the cases, 

> however, the employment of human labour 
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varies positively with that of bullock 
labour. 

The results of the present study reveal 
beyond doubt the favourable impact of the 
New Agricultural Technology on human la¬ 
bour employment on the farms; though with 
respect to mechanisation, wc have to exer¬ 
cise selectivity, particularly regarding large 
scale capital-intensive device. All the 
variables taken together account for, as 
shown by the value of R 1 ,43.4 per cent to 
48.3 per cent of the total variations in the 
employment of hired labour; 21.1 per 
cent to 41.2 per cent of that of permanent 
labour; and 35.9 per cent to 54.9 per cent 
of that of total employment, on the sample 
farms. 

The relationships between human labour 
employment and the major ingredients 
of the New Agricultural Technology as 
established by the empirical evidence from 
one of the agriculturally ptogre6tive zones 
of the country, i.e. the Tarai region, would 
thus allay any fear that this technology is 
going to create (and/or aggravate) un¬ 
employment among the rural labour. 
Further, to the extent the NAT 
involves capital investment on the farms, 
the present finding might also lend support 
to Nurkse’s hypothesis that “stepping up 
of capital construction activities on the 
farms leads to decrease in unemploy¬ 
ment". 4 
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Old age must come— 


Jossleyn Hennessy, London 
I 

The Soviet Pensioner 

In 1974 the USSR had 44 million pen¬ 
sioners, of whom 28 million were old age 
pensioners. Their number lias increased 
steadily in the past decades, far faster 
than the population in general. As a 
result, state spending on old age pensions 
—which in turn rose faster than the 
number of pensioners- -has risen too. 

There arc two reasons for the rise in the 
number of people entitled to a pension 
and in the cost of their upkeep. They go 
back on the one hand, to demographic 
changes in the USSR, on the other to 
changes in the government’s pensions 
policy. 

rising trend 

As in many other countries, the age 
structure of the USSR’s population has 
shifted increasingly towards the older 
group. Al present 15 per cent of the 
Soviet population are of pensionable age, 
against eight per cent in 1939. A number 
of factors have contributed to this develop¬ 
ment, which is still on a rising trend. One , 
of the main reasons is the sleep rise in 
average life expectancy. And the effect 
of World War II losses, which decimated 
what arc now middle age groups, continues 
to be felt. Added to this is the drastic 
fall in the birth rate, which will have 
its impact mainly on future trends. 
These deficiencies in the young and middle 
age groups have naturally contributed to 
a rise in the older age groups’ percentage 
share, i.c. people of pensionable age. One 
point here is that people in the Soviet 
Union retire relatively early. As a rule 
women acquire pension rights at 55, 
men at 60. 

Soviet pensions are not run on national 
pensions system lines as in Sweden where 
every citizen above a given age gets a basic 
pension paid out of state funds. Old 
age pensions in the USSR, as in most 
industrial countries, are available only to 
people who can prove that they have 
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worked for a given length of time. For men 
this is 25 years and for women 20 years. 
The right to an old age pension, originally 
reserved for workers in manufacturing, 
Was gradually extended, first to workers 
in other industries, then to white-collar 
employees as well. A general pension 
scheme for workers on collective farms 
was not introduced until 1965. At present 
about 80 per cent of people of pensionable 
age live mainly on the pension that 
they havc earned in their previous work. 

Accordingly, the cost of retirement 
pensions has risen both absolutely and as 
a proportion of total social spending 
throughout the economy. While in 1940 
pension payments made up about one- 
seventh of the Soviet U ion’s social budget, 
in 1973 such spending accounted for al¬ 
most half the total social security 
spending. 

Despite the high economic cost of retire¬ 
ment pensions, pensions paid to the indivi¬ 
dual are still relatively low. They average 
about 60 per cent of the wage level reached 
just before retirement. A large proportion 
of blue and white-collar workers, parti¬ 
cularly those in unskilled and badly-paid 
jobs, is still in line for a pension that on 
its own barely covers their outgoings. 
Thus many people depend on extra support 
from relatives or on carrying on working 
when they reach pensionable age. 

II 

Pensioners’ Employment 

Basically every employee, on reaching 
pensionable age, can stay at this place of 
work as long as he is physically capable of 
it. His willingness to do this depends 
mainly on the size of the pension to which 
he is entitled and on the proportion of 
his pension that will be paid out on top 
of his wage if he carries on working. 

This relationship can be clearly demos- 
trated. Prior to the 1956 Pensions Act, 
when all pensions were still paid out in 
full on top of wages, 60 per cent of all old 
age pensions were very low indeed, just 
under 30 per cent of average wages, and 
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clearly insufficient as a sole means of sup¬ 
port for the pensioners. 

After the 1956 reform, which roughly 
doubled average pensions, but at the same 
time cut them back severely if pensioners 
carried on working, the number of pen¬ 
sioners at work immediately declined 
steeply. For a time, only 15 per cent of 
pensioners were at work. Their number 
rose again, to 21 per cent, when in 1970 a 
higher proportion of pensions could be 
paid out on top of wages in certain jobs 
where workers were scarce. This arrange¬ 
ment, which is based on a council of 
ministers' resolution dated December 
31, 1969, provides for a 100 per cent pay¬ 
out of pensions if the pensioners continue 
at work, e.g., in the retail trade, in various 
service industries, or for doctors in the 
health service. 

preferential treatment 

Other job categories getting preferen¬ 
tial treatment, such as engineers and 
chemists, arc paid 50 per cent of their 
pension, or 75 per cent if they work in 
Siberia or the far east. But the large 
majority of pensioners at work continue 
to be paid only 15 roubles of their pension, 
on condition that their wage is below 100 
roubles. 

The council of minis'ers' resolution to 
pay the full pension, or half or three- 
quarters of it, to certain occupational 
groups on top of wages, is for the moment 
limited to the years from 1970 to 1975, 
but the system is almost certain to be 
continued or even extended, because it 
is an economic necessity to keep as large 
a proportion of pensioners as possible 
at work. It necessarily follows from the 
chronic labour shortages which are likely 
to increase rather than decrease in the 
foreseeable future, because: 

I. The younger age groups now grow¬ 
ing up are increasingly smaller because of 
the fall in the birth rate. 

II. Entry into working life occurs later 
than it used to because the average time 
spent in education and training is con¬ 
stantly increasing, 

III. The reserves of labour which in the 
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past contributed go significantly to the 
growth in mploynent-^housewiveg and 
agricultural workers of working age—are 
nearly exhausted. 

Of all the people of working age, more 
than 90 per cent are currently working or 
in full-time education. There is little 
chance of increasing this proportion much 
further. The only possible reserve of 
labour* therefore, are those pensioners 
who are both able and willing to work. 

The opportunities for increased integra¬ 
tion of pensioners into the potential pool 
of labour was recently analysed by three 
questions in a sociological study examining 
potential labour reserves: 

I. Can older people still work? 

The medical study showed that 80 per 
cent of people of pensionable age were 
still capable of work; a third of them 
would be able to continue at their present 
place of work fulltime; the other two- 
thirds were found to be capable of a limi¬ 
ted amount of work, perhaps part-time 
work or at home. 

II, Do pensioners want to work? 

This depends on many different factors; 
on their health, their earnings, their atti¬ 
tude to work, the distance between home 
and work and the opportunities for part- 
time work. In a survey of non-working 
pensioners in their first five years of retire¬ 
ment, 24 per cent were prepared to take 
up part-time work and 10 per cent wanted 
to work full-time if the right opportunities 
were available. 

easier conditions 

It therefore seems likely that, given 
slightly easier working conditions, one 
pensioner in three in his first five years 
of retiremvnt would continue at work. 

III. Do managers want to employ 
pensioners? 

Most are not keen to persuade workers 
to continue working when they reach pen¬ 
sionable age. They claim that over an 
8-hour stretch 'pensioners are less efficient 
than younger workers; this has been 
demonstrated in surveys. This reason is 
not to be dismissed. The generally low 
level of productivity and Us unsatisfactory 
rate of increase is a permanent handicap 
for the Soviet economy and is one of the 
reasons for its large labour requirements. 
So it is not surprising that a manager, who 
in any case is having trouble achieving the 
productivity growth laid down for him in 
the plan, is not interested in filling up his 


workers* ranks with pensioners who, as 
a matter of experience, bring down the 
average productivity level in the plant. 

It therefore appears that both the pen¬ 
sioners and the firms concerned have 
reservations about pensioners’ employ¬ 
ment, which either have to be eliminated, 
or compensated by incentives, if the 
economy wants to win extra workers from 
the generation of 55 or 60 plus. The need 
for this is now undisputed in the Soviet 
Union among both politicians and 
economists. Opinions on ways of achiev¬ 
ing this aim differ. In the front rank are 
suggestions aimed at raising material in¬ 
centives for work during retirement, 
considering not only the material incen¬ 
tives for the penisoners but also for the 
firms. 

The fiims, according to a frequent 
suggestion, should be allowed to keep a 
larger share of their net profits for their 
own use, according to the number of 
pensioners they employ. 

deffered pension 

To encourage the pensioners to remain 
at work, a number of authors feel that a 
modification of the financial arrangements 
on wages and pensions would be sensible. 
The idea put forward is that everyone entit¬ 
led to a pension would get only his wages 
while he continues at work but would get 
a proportional increase in his deferred 
pension for each year spent at work after 
reaching pensionable age. For instance, 
after seven additional years at work the 
pension could be 25 per cent larger. 

Greater flexibility on the part of firms 
in creating part-time jobs would be very 
important. This should be possible, 
particularly in the service sector where the 
volume of work is often irregular, sg that 
extra workers arc required only at certain 
times of the day. For manufacturing in¬ 
dustry it is suggested that special depart¬ 
ments be set up, employing old age and 
disabled pensioners in easier conditions. 
Their output norms should be reduced, 
their breaks during working hours and 
their annual holidays increased. Finally, 
material encouragement should be under¬ 
pinned by moral support. Work after re¬ 
tirement age should be seen to be appre¬ 
ciated as desirable and honourable, and 
as evidence of devotion to duty. 

Ill 

Conclusions 

The number of old age pensioners now 
in permanent employment is around 7-8 
million. According to the latest survey, 
ait additional 1-2 million pensioners would 


be prepared to work. These are figures 
that carry some weight even in the Soviet 
Union’s large labour force. Anyway, at 
the present level of producivity the eco¬ 
nomy cannot do without them. Admittedly 
the economic cost of each pensioner’s 
job is larger than for a younger workers, 
since a pensioner produces less in the 
course of an 8-hour day. This output 
differential would be large even if easier 
work conditions were put into practice. 
Finally it seems likely that, with increasing 
employment of older workers, the number 
of workers off sick would also increase, 
which would also reduce a plant’s total 
output. 


distinct advantages 

However, the disadvantages of employ¬ 
ing pensioners are balanced by specific 
advantages. Thus a pensioner remaining 
in his job brings the skill and experience 
of his whole working life to it. If he has 
the opportunity of working part-time only, 
his efficiency is actually increased. Two 
workers, no matter what* age, each work¬ 
ing four hours produce demonstrably 
more than one worker in eight hours, 
since the part-time workers do not suffer 
from fatigue in the second half of the 
day. 

There is also a good way of resolving 
the conflict of interests between the pen¬ 
sioners who want to work and earn money 
and the firms who shy away from pen¬ 
sioners' employment with its specific pro¬ 
blems. The solution is increasingly to 
direct those pensioners willing to work 
into unskilled services of all kinds, area 
which up to now has been neglected. 

There are many vacancies which do not 
require any formal qualifications (e.g. por¬ 
ters, ushers, cloakroom attendants, hospital 
auxiliaries etc.). Many pensioners looking 
for work do not have skilled qualifications, 
and many unskilled jobs are particularly 
suited to part-time work, which is what 
pensioners are looking for. Directing 
pensioners’ employment in this way would 
make economic sense as well, since it would 
release younger workers for other, more 
highly qualified and more economically 
important work. 

Sources and acknowledgements: The 

foregoing summarises a report in the latest 
issue of the Economic Bulletin of the 
Deutsches Institut fur Wirtschaftsfors- 
chung (5 Koeiiigin Luise Sfr., Berlin 
33), but the DIW is responsible neither for 
the emphasis of my summary nor for my 
interspersed comments based on a variety 
of sources. 
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WINDOW/ON THE WORLD 


R & D investment in Japan 


Advances in science and technology have 
been a driving force behind Japan’s high- 
level postwar economic growth, and the 
Japanese people have held high expecta¬ 
tions toward science and technology. The 
major characteristics of technological 
innovation during this period have been 
(1) the private sector has taken the lead¬ 
ing role, (2) Japan has greatly relied upon 
technology imported from advanced 
western nations and particularly the Unit¬ 
ed States, (3) emphasis has been given 
to production technology, and (4) the 
tempo of innovation has been very high. 

More recently, however, Japan has been 
subject to great change in external as well 
as domestic economic and social condi¬ 
tions, notably those related to resources 
and energy problems, the quality of the 
environment, greater severity of inter¬ 
national competition, and elevation and 
diversification of the needs of the Japanese 
people. At the same time Japan is ex¬ 
periencing a great deceleration of the 
economic growth rate, bringing the nation 
to a turning point in its modern history. 
It is now understood that in accordance 
with these changes, we have entered a 
period of reflection with regard to our 
approach to science and technology. 

We Japanese people, who are crowded 
in 370,000 km s and lack sufficient natural 
resources, should make our industrial 
structure more knowledge-intensive, so 
that we may achieve qualitative improve¬ 
ment of the national life in accordance 
with the new international conditions. 
In this context we now entertain new ex¬ 
pectations towards science and technology. 

remarkable development 

As a result of the remarkable develop¬ 
ment of industrial technology, which was 
carried out during the 1960’s, Japan has 
become one of the most advanced 
countries with regard to technology. To 
gauge the level of Japan’s R&D on an 
international scale, reference may be made 
to OECD data for J 970-71 which shows 
that the United States was by far the leader 
in R&D expenditures with the total of 
US $27,528 million, followed by the 
Federal Republic of Germany (US $4,499 
million) and Japan (US $4,041 million) 
which were separated by a relatively small 
margin. (For reasons related to exchange 
rates and other matters, Japan’s expendi¬ 
tures are somewhat under-calculated). 

.Other indices of the scale of R&D 
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activities used by the OECD include the 
number of R&D personnel, the ratio of 
R&D expenditures to the GNP, and 
the number of R&D personnel per 10,000 
population. These indices have been used 
to group the nations surveyed, and Japan 
was found to be in the same group as the 
United States, England, W. Germany and 
France—nations which had high scores 
for all indices. 

private sector 

Although these indices show that Japan 
is one of the foremost nations with regard 
to R&D, closer inspection reveals a num¬ 
ber of problems which Japan is called 
upon to solve. The breakdown of the total 
investment of 1,586,700 million yen in 
fiscal 1972 reveals that the share account¬ 
ed for by the private sector was 72.7 per 
cent and that of the government was only 
27.2 per cent. It is roughly estimated 
that the private sector’s share has been 
very close to the 70 per cent mark for the 
last several years, and the persistently low 
share of the government is seen to be a 
problem. (Table I) 

Moreover, the flow of funds between 
the government and the private sector 
is at a low level; of the 1,044,900 million 
yen 'expended by private corporations 
and their organizations, a mere 2.6 
per cent was originally provided by the 
government. Further, the government 
provided 97.4 per cent of the research 
funds of public research institutions and 
98.8 per cent of the research funds of 
national universities. The private sector 
provided 80.6 per cent of the funds used 
by private research institutions and 90.7 
per cent of the funds used by private uni¬ 
versities. 

A rather different situation is presented 
by statistics for the United States, where 
the government provided 53.2 per cent and 
the private sector provided 41.1 per cent 
of the totat investment in R&D in 1974 
which was $32,100 million. This modest 
difference in government and private 
investment stands in sharp contrast to the 
situation which prevails in Japan. Also, 


while the private sector uses 67.1 per cent 
($21,500 million) of total R&D expendi¬ 
tures, 40 per cent of that ($8,500 million) 
had been provided by the government, 
highlighting another problem related to 
R&D investment in Japan. (Table II) 

The United States spends much of its 
R&D funds on defence, housing, and 
nuclear power, and those expenditures 
have formed a foundation for develop¬ 
ment of the technological capabilities of 
the private sector. 

The clear implications for Japan are 
that in order to improve the R &D capabi¬ 
lities of Japanese industry it is necessary 
to greatly increase the magnitude of R &D 
funds, to shift a great portion of the funds 
to the private sector, and to promote the 
improvement of the R&D capabilities of 
the private sector. 

An importanl recent trend in R&D 
activities is that toward more research 
which is interdisciplinary in nature and 
which therefore requires comprehensive 
development capability. In connection 
with this, however, a great problem exists 
in the vertically differentiated administra¬ 
tion which is characteristic of Japan’s 
governmental organisation. Vertical 
differentiation refers to the situation 
wherein each ministry and agency retains 
authority regarding matters in its field, 
pays close attention to the activities of 
those institutions under its own umbrella, 
and does not seek much coordination and 
harmonisation with other ministries and 
agencies. 

computer-based data 

One example should be sufficient to 
illustrate this. The use of computer-based 
data systems for the solution of economic 
and social problems—that is, the deve¬ 
lopment of social information systems 
—is an issue of great importance, but the 
development of a single system requires the 
participation of all ministries concerned 
and the difficult y of coordinating the poli¬ 
cies and activities is so great as to 
interfere with the development of the 
system. 

Admitting that the vertical differentia¬ 
tion promotes administrative effectiveness 
in some circumstances as a result of com¬ 
petition among agencies, this characteristic 
of the Japanese governmental organisa¬ 
tion will tend to be more and more obstruc¬ 
tive in view of the increasing demand for 
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interdisciplinary comprehensive coopera¬ 
tion. 

Years ago the Council for Science and 
Technology was established as an organ to 
advise the prime minister on scientific and 
technical matters and unify policy on 
science and technology, but no govern¬ 
mental body was given responsibility for 
implementing the recommendations of 
the Council. On the other hand, the 
Science and Technology Agency lacks the 
authority to set priorities among R&D 
projects. Such vertical differentiation is 
not a problem limited to the field in ques¬ 
tion and although it would be very difficult 
to take steps to remedy this situation, it 
is necessary to study feasible means 
whereby the problem may be solved, 

According to a survey conducted by the 
Science and Technology Agency in Octo¬ 
ber, 1973, private corporations which 
become aware of a shortage of knowledge 
about a specific subject of importance ask 
universities for consultation and nece¬ 
ssary contract research in about 50 per cent 
of the cases. As for joint research, it is 
mostly conducted with the cooperation 
of other corporations, and public experi¬ 
ment and research institutes play a small 
role in regard to consultation, contract 
research, and joint research. This situa¬ 
tion indicates that there is not sufficient 
cooperation between private companies, 
the government, and the universities. 

historical reasons 

For historical reasons the relationship 
between private industry and universities, 
or between basic research and applied 
research, has been unsatisfactory. The 
major cause of this has been the universi¬ 
ties’ adherence to the good old principle 
of “freedom of research," which makes 
professors hesitate to keep in close contact 
with the industrial world. In addition, 
faculty members of national universities, 
because they are civil servants, are prohi¬ 
bited by the law from being employees 
of corporations. 

Regarding the government-industry re¬ 
lationship, we believe that R&D by 
government agencies should be carried 
out in the fundamental fields or in 
those fields where private corporations 
would experience difficulty,. and even 


such researches should be shifted to the 
private sector as soon as it is possible to do 
so. (But at present the more urgent 
problem is the scantiness of the govern¬ 
ment’s R&D investment). 

That the scale of the scientific and techni¬ 
cal personnel population in Japan is great 
and second only to that of the United 
States has been indicated by an OECD 
study. However, almost all post-graduate 
education of corporate personnel is done 
within the company, although there is 
strong desire for the establishment of a 
system whereby universities would pro¬ 
vide advanced education to highly quali¬ 
fied corporate R&D personnel. 

Moreover, the low (in comparison to 
other countries) amount of R &Dexpendi¬ 
ture per person of the scientific and techni¬ 
cal work force is another indication of 
the inadequacy of the environment for 
research and one which is of such high 
importance as to require decisive efforts 
at solution. 

That the share of R&D investment 


borne by the government is low has been 
indicated above, but mention should 
also be made of support policies for pri¬ 
vate corporations. The most important 
of these are as follows: 

First, there arc various subsidy schemes, 
such as that for the promotion of the 
development of computers and related 
equipment, which has a fiscal 1975 budget 
of 14,600 million yen, and that for R&D 
of vital industrial technology, which has 
a budget of 4,500 million yen. 

Second, there are tax incentives of 
various kinds. Corporations may deduct 
from their tax one-quarter to one-half of 
the increase in R &D expenses; total deduc¬ 
tions claimed in 1974 added to 21,000 
million yen. Also, 70 per cent, 30 per 
cent or 20 per cent of earnings from the 
export of technology may be declared as 
an exemption, withthe rate varying accord¬ 
ing to the form of the technology (in¬ 
dustrial property, copyrights, supply of 
technical services, etc.). Japanese corpora¬ 
tions saved 10,000 million yen in taxes by 
this measure during 1974. Another exam- 


Table 1 


Intersectoral Transfers of Funds Used for Conducting of Research and 
Development in Japan 

(1972, Yen in billions) 


Recipients 

Source of 
funds 

Total 

Government 
and muni¬ 
cipal 

Non-government 
institutes and 
private orpora- 
tions 

Foreign 

countries 


Total 

1,586.7 

100% 

100 

V 

/o 

432.1 

100 

27.2 

«/ 

/o 

1,153.6 

100 

72.7 

o/ 

/c 

11 

UK) 

01.1 

0/ 

/o 


Industry 

1,044.9, 

i to 

21A 

2.6 

1,016.5 

97.3 

10 

0.1 



65.9 


6.4 


88.1 


100 



Subtotal 

252.9 

100 

217.7 

86.1 

35.1 

13.9 

0 

0 



15.9 


50.4 


3.0 


0 


Research 

Government 

216.4 

100 

210.7 

97.4 

5.7 

2.6 

0 

0 

Institutes 

and municipal 

13.6 


48.8 


0.5 


0 



Non-govern¬ 

36.5 

100 

7.1 

19.4 

29.4 

80.7 

0 

0 


mental 

2.3 


1.6 


2.5 


80.6 



Subtotal 

288.9 

100 

186.9 

64.7 

102.9 

35.3 

0 

0 



18.2 


43.3 


8.8 


0 


Uaivereities 

National 

178.8 

100 

176.7 

98 .'8 

2.1 

1.2 

0 

0 

and Colleges and municipal 

11.3 


40.9 


2.0 


0 



Private 

110.1 

100 

10.2 

9.3 

99.9 

90.7 

0 

0 



6.9 


2.4 


8.6 


0 
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pie would be the accelerated depreciation 
system for one-third of the cost of acquir¬ 
ing equipment and machinery for the 
commercialisation of new technology. 
This may be claimed in the first accounting 
year and in 1974 Japanese companies 
saved 17,000 million yen in taxes with the 
aid of this measure. 

Third, there is the government's 
programme for supporting research and 
development work on large-scale industrial 
technology projects. The government, 
universities and private companies all 
cooperate on such projects, for which 
the government budgeted 12,100 million 
yen in 1975. 

A fourth programme is that of the New 
Technology Development Public evapora¬ 
tion whereby support is provided for 
commercial application of basic research 
findings. Such research is performed by 
universities, research institutions and the 
like and only when a company succeeds 
in commercial application of the research 
findings is it obliged to compensate the 
corporation for its aid. The budget for 
this programme in fiscal 1975 is 2,800 
million yen. 

various problems 

These programmes, however, also have 
various problems. Private industry wants, 
in regard to the large-scale industrial pro¬ 
jects, to have budgeting put on a long-term 
basis rather than on a year-to-year basis, 
to have greater flexibility in the use of 
funds, and to have the resulting patents 
shared by the companies involved and the 
government. Regarding the subsidy sys¬ 
tem, there is some anxiety that corpora¬ 
tions might have to give up a certain 
amount of autonomy by accepting sub¬ 
sidies. In any event, when one considers 
the great burden which must be borne by 
private enterprise in investing in R&D 
it becomes quite clear that various mea¬ 
sures be taken. 

In view of the conditions and problems 
described above, we may conclude that the 
following changes are needed concerning 
the direction to be taken in R&D policies 
and investment. 

-—Need exists to shift the emphasis in 
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R&D investment and efforts from pro¬ 
duction technology to areas of greater 
direct benefit to society, such as for the 
improvement of the environment and of 
safety. 

—A more comprehensive approach 
than employed in the past is required, such 
as including elements of social science in 
R&D projects, to insure maximum bene¬ 
fits of interdisciplinary efforts. 

—In view of the fact that Japan has 
attained economic power comparable to 
that of advanced western nations, efforts 
must be made for the deve ! opment of 
indigenous technology. 

—Because need exists for large-scale 
R&D endeavours which cannot 
be properly undertaken by a single 
nation, need exists for improvement 
of international exchange in the field 


of science and technology, so that 
each cooperating country can effi¬ 
ciently develop the required technology in 
particular field of its competence. At 
the same time, technical cooperation for 
developing countries must be assigned 
greater importance than at present. 

—Regarding domestic affairs, in view 
of ongoing change in Japan's industrial 
structure, need exists for the improvement 
of the ability of small and medium scale 
companies to develop technology. 

In view of the above, Keidanren has 
established within its Industrial Techno- 
logy Committee a subcommittee of experts 
in charge of R&D in member corpora¬ 
tions. This subcommittee is now studying 
these matters and in particular R&D 
investment fromthe view point of private 
industry —Japan Federation of Economic 
Organisation. 


Tablf. II 

Intersectoral Transfers of Funds Used for Performance of Research and 
Development in the USA 

(1974 (estimated). Dollars in millions) 


Recipients 


Sources of funds 

4 

4 » 

Federal 

govern¬ 

ment 

Indus¬ 

try 

Universi¬ 
ties and 
colleges 

Asso¬ 

ciated 

IFRDC'S 

Other 

non¬ 

profit 

institu¬ 

tions 

Total 

Percent 

distri¬ 

bution 

sources. 

Federal government 

4,800 

8,525 

2,130 

850 

755 

17,060 

53.2 

Industry 


13,000 

90 

— 

115 

13,205 

41.1 

Universities and colleges 

— 

— 

1,315 

— 

— 

1,385 

4.3 

Other non-profit institu¬ 








tions 

— 

— 

205 

— 

245 

— 

1.4 

Total 

4,800 

21,525 

3,810 

850 

1,115 

32,100 





'-- 








4,660 




Precent distribution, per 








formers 

|4.9 

67.1 

11.9 

2.6 

3.5 


100.5 


14.5 


* Federally funded research and development center 

Source: National Source Foundation 
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In its editorial on the 

Supreme Court's verdict in the prime 
minister's election case, The Hindustan 
Times finds space for some profound 
reflections on the role of the individual in 
history and emphasizes “the contribution 
of the individual who grasps the essentials 
of a situation, responds and shapes 
events”. Here it mentions the decisive 
part played by Lenin in the Bolshevik 
Revolution of 1917, Mahatma Gandhi 
in our freedom movement, Bismarck in the 
unification of Germany and Mazzini and 
Garibaldi in the liberation of Italy. One, 
however, does not have to resort to an 
appeal to the past to prove the case. 
The contemporary world itself is rich in 
illustrative material. 

Franco in Spain. Tito in Yugoslavia, 
Salazar, until some time ago, in Portugal, 
Gaddafi in Libya, Idi Amin in Uganda. 
Marcos in the Philippines, Syngman Rhee 
in South Korea, Kim II Sung in North 
Korea and several other current political 
personalities, including assorted speci¬ 
mens from south and west-Asia are 
certainly to be considered us key figures 
in the histories or destinies of their res¬ 
pective, countries. 

Delivering its own jiidg- 

ment in the case. The Times of India , in 
an editorial, asserts that even the opposi¬ 
tion should accept gracefully the verdict 
of the Supreme Court “for, if it can argue 
that the election has been upheld in terms 
of the amended Representation of the 
People Act and not those of the Act as it 
stood at the time of the poll, it should also 
have the good sense to acknowledge that 
the issues involved were strictly technical 
in the narrowest sense of the term and 
parliament has the right to remove such 
Jucunas in law . So far as parliament's 
right is concerned, the Supreme Court 
has given its opinion and The Times of 
India's endorsement of it is not needed to 
make it the law of the land. As for the 
reference to the “strictly technical" nature 
of the issues involved, wc had heard it 
earlier when The Hindu wrote on the 
judgment of the Allahabad High Court. 
For the record, however, it must be poin¬ 
ted out that none of the five judges of the 
Constitution bench of the Supreme Court 
has said anything in his judgment about 


the issues being mereT 
nature. 

On the contrary, the only judge (Mr 
Justice Beg), who went into the merits of 
the findings of the Allahabad High Court 
on facts.and law, had simply said that those 
findings were erroneous on both grounds; 
he did not say at any point that 
the violations complained of were in¬ 
consequential or as The Hindu or The Times 
of India would have it, were of a technical 
nature. Again, his colleague on the 
Bench, Mr Justice Khanna, specifically 
observed that he would not express an 
opinion about the argument that the 
grounds on which the election of the 
appellant had been held void by the High 
Court were of a technical nature. But 
then, why should The Times of India or 
The Hindu before it, have exercised rest¬ 
raint? U has always been the prerogative 
of fools to rush in where angles fear to 
tread. 

There are some interest- 

ing observations on the issue of the rule 
of Jaw in the judgments of two of the 
judges of the Supreme Court. Mr Justice 
Mathew asked himself the question whe¬ 
ther the rule of law was a basic structure 
of the Constitution and gave the answer 
that he could not conceive of the rule of 
law “as a twinkling star up above the 
Constitution". He said that, to be a basic 
structure, it must be a terrestrial concept 
having its habitat within the four corners 
of the Constitution and that the pro¬ 
visions of the Constitution were enacted 
with a view to ensuring the rule of law. 

Mr Justice Chandrachud, who had 
struck down clauses (4) and (5) of Article 
329-A as arbitrary and calculated to dam¬ 
age or destroy the rule of law, explained 
that the rule of law meant that the exercise 
of powers of the government should be 
conditioned by law and that, subject to, 
to the exceptions to the doctrine* of 
equality, no one should be exposed to 
the arbitrary will of the government. 

The question whether 

the 39th Constitution Amendment 
damaged the concept of equality as a basic 
structure of the Constitution, Mr Justice 
Mathew observed that equality was a 
“multicoloured concept” incapable of a 
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many shades and connotations”. The 
preamble of the Constitution guaranteed 
equality of status and of opportunity. 
They were “nebulous concepts” and added 
Mr Justice Mathew, “I am not sure whe¬ 
ther they can provide a solid foundation 
to rear a basic structure”. The types of 
equality which the Democratic Republic 
guaranteed were all subsumed under 
various specific articles of the Constitution 
and there was “no other principle of 
equality which is an essential feature of 
our democratic polity”. 

There will be general agreement with 
Mr Justice Mathew's suggestion that 
“equality” is a concept incapable of a 
single definition. The defficulty here is 
very real. There was, for instance, the 
Orwellian Animal Farm where, while all 
animals were equal, some animals (since 
they happened to be pigs) were more equal 
than others (which did not). However, 
there is this small satisfaction; while it 
may not be easy to define equality, it is 
only all loo easy to detect and describe its 
absence. 

Mr Justice Beg, in his 

references to clause (A) of the 39th 
Amendment, confessed that he was unable 
to understand “what danger could arise 
for the country or how national interests 
would be jeopardized by a consideration 
and a decision by this court of such a good 
case as 1 find that the prime minister of 
this country had on facts and law.” The 
judge suggested that it was not unlikely 
that this caluse was brought in because 
of an apprehension, that the prime minis¬ 
ter's case, even though “good”, might 
still fail in tne Supjemc Court as it had 
done in the Allahabad High Court. The 
thought ought to reward pondering. 

This leads me to speculate what might 
have happened had some opposition 
politicians or parties not clamoured or 
agitated for Mrs Gandhi’s resignation 
immediately after and on the strength of 
the Allahabad High Court’s Judgment. 
This journal characterized their moves 
at the time as short-sighted and self- 
defeating. They, in fact, proved to be 
suicidal. Had the opposition taken the 
proper stand that Mrs Gandhi should be 
fiec to exercise her right to appeal to the 
Supicme Court and obtain its verdict 
through the normal process of litigation, 
no provocation or excuse would have been 
provided lor parliament's extraordinary 
intervention by the exercise of its law-mak¬ 
ing powers. In that event the appeal 
against the Allahabad High Court's 
judment would have been decided simply 
on grounds of facts and law. It is any¬ 
body’s guess how 
the Courts’ verdict 
would have gone 
in that case. 
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It is now clear that rapid growth in 
underdeveloped countries has been of 
little or no benefit to perhaps a third of 
their population. While the average per 
capita income of the third world has 
increased by about 50 per cent since 1960, 
the growth has been very unevenly 
distributed among countries, regions within 
countries, and socio-economic groups. 
While growth policies have succeeded to 
a gj*eat extent during the first develop¬ 
ment decade, the very idea of aggregate 
growth as a social objective has increasingly 
been called into question. While some 
economists have started ‘proclaiming the 
necessity to sacrifice growth in order to 
achieve better distribution, others contend 
that it is only through an increase of GNP 
that there will be anything significant to 
distribute. 

fruitful approach 

The authors in Redistribution with 
Growth have made an attempt to assess 
the relation between growth and dis¬ 
tribution in representative countries and to 
suggest an analytical framework within 
which a more fruitful approach to policy¬ 
making could take place. 

From their empirical evidence the 
authors have reached several conclusions 
which though yet preliminary, differ 
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markedly from traditonal approaches to 
development policy. Thus it is found on 
the empirical basis that while in some 
growing economies the poor receive little 
or no benefit, in others the opposite is 
true. This diversity of experience provides 
a basis for identifying different approaches 
to policy and for evaluating their effects 
on poverty. 

new strategy 

♦ On the theoretical side, according to the 
authors, it is necessary to discard the con¬ 
ceptual separation between optimum 
growth and distribution policies that lies 
at the heart of traditional welfare econo¬ 
mies. The authors have emphasised that 
“for the poorer countries, at least, it 
should be replaced by the notion of a 
development strategy having growth 
implications for different groups in society 
that can be modified by fiscal measures 
only within fairly narrow limits.” 

Recent evidence, according to the 
authors, confirms earlier speculations that 
in early stages of dvelopment, the distri¬ 
bution of income tends to become more 
concentrated. Increases in output come 
disproportionately from relatively small 
modem sectors of primary production and 
industry which absorb a high proportion 
of total investment and have relatively 
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high rates of productivity growth. This 
pattern of concentrated growth is per¬ 
petuated by limited access to land, 
education and modem sector employ¬ 
ment, and is often reinforced by the govern¬ 
ment's fiscal and trade policies as well 
as distribution of public expenditures. 

informal sector 

But. according to the authors, as the 
growth continues, its benefits are more 
widely spread. But there are a number of 
obstacles that limit the share received by 
the poor. Increase in population results 
in increase in supply of mostly unskilled 
labourers who are often self-employed. 
For these poverty groups, income is limi¬ 
ted by lack of access to land, capital and 
other public facilities. To some extent 
this ‘informal sector’ is outside the organi¬ 
sed market economy and has only weak 
links with it. But it is also seen that in 
countries with income levels about $ 200 
per capita, further increases in concentra¬ 
tion of income are by no means inevitable. 
In several such countries access to modem 
sector employment has been improved 
through education and rapid growth of 
demand for labour, while in others land 
has been redistributed and public invest¬ 
ment redirected to offset the initial dis¬ 
advantages of the poor. This is the trend 
which is observed in countries like Israel, 
Yugoslavia, Taiwan, Korea, Sri Lanka, 
s Costa Rica and Tanzania where positive 
' action is being taken in this direction. 

This diagnosis has several policy impli¬ 
cations. For example, since the poor suffer 
from disabilities that can be summed up 
as lack of physical and human capital and 
lack of access to them, policies designed to 
offset these handicaps must take account 
of the characteristics of these particular 
groups. Also while growth tends initially 
to be concentrated in a few sectors of the 
economy with little effect on major poverty 
groups, a number of countries have devised 
policies for offsetting this tendency 
so that the benefits of growth can 
be shared more equitably. 

The diagnosis of the authors points 
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objectives of economic policy. 'Although 
Gross rational Product has not been 
designed as a measure of social welfare, it 
is the index most widely used for that pur¬ 
pose. Its deficiencies become clear if we 
Start from the increase in incomes of 
different socio-economic groups and then 
aggregate them into a single index of 
social welfare. To remedy this lack of 
usable index of economic and social 
performance, the authors have proposed 
that the economic growth of different 
groups in society be given weights either 
in proportion to their numbers or inversely 
proportional to their initial income levels. 
In these terms the conflict between 
‘equity’ and ‘efficiency’ disappears, since 
the most efficient programme is the one 
which maximises the welfare of the people. 

The bulk of developing countries have 
mixed economic systems combining ele¬ 
ments of public and private ownership as 
well as mixed political systems combining 
democratic and authoritarian features. 
These conditions limit the range of applica¬ 
tion of the laissez fairc instruments of 
taxation and price policy as well as the 
socialist instruments of state ownership 
and direct intervention. According to the 
authors therefore, “elements of both 
systems are needed." 

target groups 

The programme of a poverty-oriented 
strategy requires the selection of a 
mix of policy instruments that can 
reach the target groups that have been 
identified. While advocating maximum 
use of instruments that operate 
through factor and product market, the 
authors believe that they will not be suffi¬ 
cient. They have therefore given parti¬ 
cular attention to a range of diicct mea¬ 
sures such as land reform and disbutrition 
of assets among the poverty groups. The 
authors firmly believe that without such a 
redistribution of at least the increments of 
capital formation, other distributive mea¬ 
sures are not likely to have a lasting im¬ 
pact on poverty problem. 

Most of the developing countries have 
been facing this crucial problem of har¬ 
monising the two seemingly contradictory 
objectives of maximising the growth rate 
ana securing distributional justice. Even 
India has been groping through to attain 
the above twin objectives. These countries 
had no theoretical framework against 
which to frame and execute their policies. 
From that point of view this excellent book 
provides the most satisfactory theoretical 
framework which the authors have worked 
out on the basis of empirical evidence 
which they have meticulously collected 
and analysed. Students of economics as 
also policy-makers in developing countries 


helping them to understand this complex 
problem and to help their way through. 

NEW MONETARY SYSTEM 

The Per Jacobasson Foundation, esta¬ 
blished in honour of Per Jacobasson the 
former managing director of the Inter¬ 
national Monetary Fund, holds annual 
lecture-meetings to honour the memory 
of Per Jacobasson. The 1974 lecture¬ 
meeting was held in Tokyo in October 
1974. Steps to International Monetary 
Order contains the two written papers on 
the subject of “Steps to International 
Monetary Older” written by Dr. Conrad 
J. Oort and Dr. Puey Ungphakom and also 
the proceedings of the meeting. 

The world economy is at present being 
subjected to influences of a nature and 
degree that are considered the most serious 
we have ever experienced. Among these 
arc a worsening of inflation, the growing 
spectre of economic recession, and inter¬ 
national monetary problems and credit 
uncertainty. It is obvious therefore that 
the central theme of this eleventh annual 
lecture happens to be a subject of excep¬ 
tional importance. It would be instructivc 
to know the thinking that is taking place 
in the highest quarters on this vital subject. 

The views of Conrad J. Oort on the 
major defects of the Breeton Woods par 
value system and the suggested remedies 
may be summarised as follows. Accord¬ 
ing to Oort, the excessive rigidity of the 
par value system in the past has not been 
due to the constraints of the international 
regime, but to the international charac¬ 
teristics of the national decision-making 
process on parties. Prompt adjustment of 
par values is desirable to avoid prolonged 
misallocation of resources, sudden distur¬ 
bances, and crisis situation in the exchange 
markets with all their attendant draw¬ 
backs. Since international management 
of parities or parity zones is not yet a 
realistic option in the world framework, 
since automatic rules arc not acceptable, 
since band-and-crawl systems are not 
adequate and since international asscss- 
ment-cum-pressure is unlikely to be an 
acceptable means of enduring prompt 
adjustment of parities, the author has con¬ 
cluded that the chances of improving the 
par value system in the direction of more 
prompt adjustment policies are slim. 

AccoidingtoOorl, the widespread bands 
around par do not under all circumstances 
enable countries to follow independent 
national monetary policies, nor do they 
always provide an adequate defense against 
disruptive capital movements. Restric¬ 
tions on capital flows are never watertight, 
are usually inadequate and will often be 


the author, one therefore needs to seriously 
consider the trade-off between these defects 
and the possible disadavantages of letting 
the exchange rate float whenever there is 
a major conflict between the elements of 
the ‘inconsistent trinity’. 

Puey Ungphakom on the other hand has 
maintained that “all countries should be 
obliged to intervene to maintain their 
exchange rates within agreed margins”. 
The same degree of exchange rate flexibi¬ 
lity within these margins should be avail¬ 
able to all countries. Towards this end 
the author has suggested that countries 
whose currencies are widely traded should 
undertake to maintain exchange rates 
vis-a-vis each others’ currency within a 
band of 4i per cent based on parity real- 
tionships under the multicurrency inter- 
vent ion system. Other countries will main- 
tain rates within the same margins vis-a- 
vis their intervention currency or curren¬ 
cies which would normally be the curren¬ 
cies of countries participating in the 
multicurrency intervention scheme. This, 
according to the author, would ensure that 
any pair of currencies would not be more 
than nine per cent apart. Alternatively, 
SDR has been suggested as the interven¬ 
tion medium. However, according to the 
author, this would conflict with the use 
of the basket approach for SDR valuation 
as SDRs used for intervention will be 
transacted at agreed margins above or 
below the par value. The author’s opinion 
is therefore that “the mullticurrcncy inter¬ 
vention system appears to be more feasible 
in the foreseeable future.” 

cost-push inflation 

Opinions were also expressed regarding 
other problems. It was expressed that 
"if mankind were noi too much preoccu¬ 
pied with wars and the production of 
arms, perhaps wc could devote more 
resources to the production and distribu¬ 
tion of food and the prices of food need 
not have inflated so much, which is one 
of the main reasons for our inflationary 
status at the moment." It was also felt 
that, "The problems of wages versus pri¬ 
ces or. as we sometimes put it, cost-push 
inflation need to be tackled at the root by 
drastic social and fiscal reforms, instead 
of monetary measures.” 

There is no doubt that deep thought 
has gone into the two lectures and proceed¬ 
ings of this lecture-meeting. And yet the 
common reader is often baffled by the 
opposite views often expressed on the same 
subject. Whether the reading of this book¬ 
let will enable the reader to arrive at any 
definite conclusion or not, one thing is 
certain and its is that the reader will be 
made aware of the extreme complexity 
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of the problems discussed in this booklet 
and the inadvisibility of expecting simple, 
solutions to these complex issues plaguing 
the world at present. 

MINIMISING LIABILITY 

This book Tax Planning in Respect 
of Capital Gains deals with all the 
important aspects of tax planning 
in respect of capital gains taking into 
account the various judicial pronoun- 
aments on the subject. The author has 
also suggested various ways and means by 
which a tax-payer can cither minimise or 
wipe out his liability to tax on capital 
gains. 

R. Santhanam highlights the various 
measures of tax planning in respect of 
capital gains which have assumed special 
significance in these days of spiralling infla¬ 
tion. The taxation of capital gains at 
steep rates results in substantial erosion 
of the capital investments of tax-payers, 
unless they adopt appropriate methods of 
tax planning in advance. The author has 
suggested in this book various schemes of 
tax planning which are intended to help 
tax-payers in arranging their financial 
affairs in such a way as to minimise their 
liability to tax and at the same time to 
guard themselves against the penal con¬ 
sequences. 

According to the author, in these 
days of confiscatory taxation, tax plann¬ 
ing is of utmost importance from the 
point of view of every tax-payer not only 
to ensure tax compliance with the provision 
of tax laws but also with a view to sec 
that the payment of tax does not result in 
the erosion or extinction of the property 
and/or income of the tax-payer. Tax 
planning should therefore be also taken to 
mean the avoidance of consequences that 
would follow the non-compliance with the 
provisions of tax law, such as levy of 
interest, penalty and initiation of proceed- • 
ings for prosecution. As the Madras High 
Court has observed, “avoidance of tax is 
not tax evasion and it carries no ignomity 
with it for it is sound law and certainly not 
bad morality for anybody to so arrange his 
affairs as to reduce the brunt of taxation to 
the minimum.” There is thus perfect lega¬ 
lity about lax planning as defined above. 

The author has made a number of 
suggestions for avoidance of liability to 
tax within the provisions of the tax law 
concerning capital gains. As regards 
period of holding, the author has sugges¬ 
ted that with a view to reducing the effec¬ 
tive burden of the tax, capital assets should 
be retained for a period of at least five 
years so that they come to be treated as 
long term capital assets thereby entitling 
the assessee on their transfer to tax con¬ 
cessions available under the existing law. 

The timing of the transfer of property 


must be properly planned. At present 
short-term capital gains are taxed at the 
rates applicable to any other item of 
income of the tax-payer. The effect of this 
is that in cases where the asses&ee’s other 
income is of a substantial amount, the 
effective rate of tax on the short-term capi¬ 
tal gains would become so high that capi¬ 
tal gains would be eaten away by the tax 
payable thereon. And therefore the asses- 
see should as far as practicable avoid 
selling or otherwise transferring his short¬ 
term capital asset in those years in which 
the income other than capital gains is 
substantially high. 

As regards set off of short-term capital 
gains, the author has pointed out that in 
view of the existing provisions of the law 
permitting an assessee to set-off his losses 
against short-term capital gains, if any, 
in the same year, tax-payers must take ad¬ 
vantage of the law by transferring their 
short-term capital assets in these years in 
which they have incurred losses, parti¬ 
cularly those Josses which are not legally 
permitted to be carried forward. As 
regards set-off of short-term capital loss, 
the author has suggested that in view of 
the existing provisions of the law, a tax 
payer who has brought forward short - 
terms capital losses must transfer his other 
capital assets within a period of five years 
of their acquisition as this will enable the 
assessee to avail of the benefit of set-off 
while at the same time ensuring that no tax 
is paid on the short-term capital gains. 


long-term capital gains 


In the same manner the author has also 
explained in detail how to do tax planning 
with a view to avail of advantages of the 
existing legal provisions regarding set-off 
of long-term capital gains and losses. The 
author has explained with appropriate 
illustrations how to take advantage of pro¬ 
visions regarding conversion of personal 
assets into business assets, transactions 
through formation of partnership firms, 
dissolution of partnership firms, conversion 
of a firm into a company,! iquidation of 
a company, amalgamation of companies, 
transactions between holding and subsidiary 
companies, regarding personal jewellery, 
house property, agricultural lands and so 
on. 


From the layman’s point of view what 
is of greater significance is that the ex¬ 
planation is accompanied by appropriate 
illustrations at every stage. Inclusion in 
the book of the relevant sections of the 
income-tax act relating to capital gains and 
of various circulars of the Central Board 
of Direct Taxes relating to capital gains 
has farther enhanced the utility of 
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the book, especially for the pro¬ 
fessionals. 

The tax laws are becoming more and 
more complex necessitating the general 
assessees to consult tax experts in most 
matters of taxation. And yet the layman 
should at least have some general idea 
about these tax laws. This book serves 
that purpose admirably. The popularity 
of the book is evident from the fact that it 
has gone into the second edition in less 
than a year after first appearance. 

PROJECT FINANCING 

The Management Development Insti¬ 
tute, New Delhi, organised a course on 
“Legal Aspects of Development Banking” 
at New Delhi in December 1974. The 
objective of the course was “to examine the 
operation of a development bank with 
teference to the diverse legal aspects which 
need to be resolved with judiciousness and 
promptitude, if project financing is to be 
purposeful and effective.” The programme 
concentrated on select issues and areas 
and provided an opportunity to legal 
experts of financial institutions at state 
and all-India levels and of commercial 
banks to discuss in depth the problems 
arising or confronting them in term-lending 
business and to share their experiences. 

Some of the topics in the book. Legal 
Aspects of Development Banking on which 
attention was focussed were: role and 
functions of a legal department in a deve¬ 
lopment bank, investigation of titles, law 
relating to mortgages in India, security 
documents, recovery of dues through court 
and without the intervention of court, 
appraisal of industrial projects, under¬ 
writing contracts, joint financing, reha¬ 
bilitation of sick projects, coordination 
between development banks and commer¬ 
cial banks, and legal decisions affecting 
development banks. 

Niren De in his inaugural address 
underscored the importance of the deve¬ 
lopment banks constantly exploring the 
possibilities of creating conditions 
conducive to increasing production of 
essential goods which were needed by the 
vast majority of people in the country. 
Niren De felt that the development banks 
were really the trustees for the welfare of 
the people and were expected to perform 
their duties by the people to enable them 
to achieve social and economic justice as 
envisaged by the Constitution. While Niren 
De did not very much deal with the legal 
aspect, F.S. Nariman highlighted the two 
important elements in the legal depart¬ 
ment : first it must be well equipped both 
in men and material, and second, it must 
coordinate and fit into an organisational 
set-up. it was where the legal and other 
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How long have 
you been telling yourselt, 
if not everyone else, 
that Gwalior Suiting is 
your sort of Suiting? 

Consider your reasons for 
holding back. 

Satisfaction with your 
present suitings? 

This feeling might well 
disappear once you wear 
Gwalior Suiting. The cost? 

Most unlikely. We should 
think Gwalior Suiting's 
outstanding value for money 
is legendary, and in its class, 
probably unique. Or do you 
feel somehow that the reality of 
Gwalior can never match the 
impressions you have cherished 
over the years? Rest assured. 

There is nothing like Gwalior Suiting 
The combination of superb 
finish and excellent designing will live up to 
your highest expectations, and in all probability, 
comfortably exceed them. 

You know you. can see yourself in Gwalior Suiting 
Isn't it time to stop reflecting? 
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s worked inclose coordination 
that one found the best results. 

Legal departments of some banks had set 
down the guidelines in the form of manuals; 
but Nariman felt that these guidelines 
only touched the periphery of the matter. 
According to him, “the guidelines were 
no more than check-points and could not 
specify solutions for each and every con¬ 
tingency/’ Nariman therefore commended 
“the attainment of proficiency but stressed 
the need for avoiding hyper-technicalities 
and over-strained meticulousness so that 
erne did not make a fetish of documenta¬ 
tion/’ He emphasised that it was only 
performance and not promise that could 
determine the true place of legal depart¬ 
ment in a development bank. 

Investigation of titles encompassing 
searches, requisition on title and finally 
preparation of title report received clabo- 
elaborate treatment by C.H, Pardiwala. 
Law relating to mortgages in India 
with all its implications and in all its 
ramifications was dealt with by Dr 
P.B. Mukhcrji and by T.M. Sen. Distin¬ 
guished legal luminaries and practitioners 
in development banking led discussions on 
- various other topics which formed the 
corpus of the programme. Justice J.L. 
Nam, Chairman, Monopolies Commis¬ 
sion, gave participants an insight into the 
role and organisation of the Monopolies 
Commission m India and sought to dispel 
unwarranted fears and apprehensions about 
it and brought into sharp focus the useful 
role that the commission should play in 
helping to broaden the scope of social 
justice. 

important role 

Considerable importance was attached 
during the programme to financial institu¬ 
tions undertaking steps towards simplifi¬ 
cations, standardisation and mechanisa¬ 
tion to the degree possible in their opera¬ 
tions particularly in the legal department 
as that would improve the productivity of 
staff and make possible in concrete terms 
the rendering of prompt and efficient ser¬ 
vice. Time was of the essence of solutions 
to many problems and development banks 
had an important and peritnent role to 
play in achieving a measure of success in 
this regard. 

u While, as F. S. Nariman said, there Is 
“need for avoiding hyper-technicalitics 
and oyer-strained meticulousness so that 
one did not make a fetish of documenta¬ 
tion”, and while the people will judge the 
specialised financial institutions and 
commercial banks by their performance 
whibh alone matters for the rapid growth 
of the economy, the various legal aspects 
must not be lost sight of. There is there- 


ISre need for streamlining and standardis¬ 
ing the legal concepts and procedures and 
this course has achieved much in that 
direction. Personnel of the financial insti¬ 
tutions and commercial banks will find 
the book extremely instructive. 

PRODUCTIVITY ANALYSIS 

The book, a revised version of the 
authors* Ph.D. disertation submitted to 
the University of Delhi in 1969, is concer¬ 
ned with productivity analysis of the 
important Indian industries. Capital 
intensity and Productivity in Indian In¬ 
dustry covers the period 1946-64 and is- 
based on the data variable from the Cen¬ 
sus of Manufactures and the Annual 
Survey of Industries. 

Asit Banerji has made an attempt in 
this book “to examine the relationship 
between capital intensity and productivity 
in the context of lndia*s industrial develop¬ 
ment.” Besides the manufacturing sector 
as a whole, live individual industries 
namely cotton textile, jute textile, sugar, 
paper and bicylc have been selected by the 
author for detailed study. The empirical 
analysis consists mainly in analysing ihc 
trends in productivity and cost ratios and 
in the estimation of the Cobb-Dougias 
production function for each of the indus¬ 
tries for the period 1946-64. 

The main findings of the author are of 
great significance for policy purposes. 
According to the author, the performance 
of the manufacturing sector as a whole was 
sluggish over the period 1946-64. While 
labour productivity showed a significant 
uptrend, no evidence was howevei found 
to indicate the presence of ‘technical pro¬ 
gress' in the manufacturing sector. Capital 
deepening seemed to be the major influence 
behind the increase in production in the 
manufacturing seel or. # 

• 

According to the author, there were 
substantial variations in the performance 
of the individual industries. The paper 
industry registered the highest rate of 
growth of labour productivity; it was 
followed by bicylc. sugar, jute textile and 
cotton textile in that ordei. All in all, 
increase in labour productivity in all the 
above industries was associated with sub¬ 
stantial capital deepening. The per¬ 
formance of the two oldest industries, 
cotton and jute textiles appeared to be 
rather sluggish over the period. Neither 
of the two industries was characterised by 
’technical progress’. On the other hand, 
sugar, paper and bicycle industries indica¬ 
ted the presence of some ‘technical pro¬ 
gress’. 

The findings of increasing capital inten¬ 
sity coupled with falling productivity of 


capital in Indian industries is not al¬ 
together unexpected in view of the policies 
and programmes followed over the period 
in question. Since the second Plan, much 
of the investment in the organised manu¬ 
facturing sector was channelised towaids. 
basic and heavy industries requiring heavy 
investment and with long gestation period. 
This has naturally dampened the pro¬ 
ductivity indices. Also uncertainties of 
foreign aid and on the export front caused 
serious dislocation in many important 
industries which were heavily dependent 
on foreign assistance. Distortions in the 
factor price structure have been considera¬ 
ble leading to over-pricing of relatively 
abundant factors and underpricing of the 
relatively scarce ones. Besides variations 
in relative prices, changes in the industrial 
structure and product mix have to a signi¬ 
ficant extent been responsible for increas¬ 
ing capital deepening. 

The policies of import substitution 
have helped fostering the growth of 
quite a few capital intensive industries. 
Further, the prevailing skewed distribu¬ 
tion of incomes in the country has 
been a major cause of the increasing de¬ 
mand for consumption goods of capital 
intensive nature. Faced with encouraging 
prospects on the demand side in protected 
market, rather easy availability of capital 
and imported intermediate goods, Indian 
manufacturers could be sure of reasonable 
level of profitability even in the face of 
rising costs and low productivity. Accord¬ 
ing to the author,” this state of affairs has 
effectively blocked efforts towards moder¬ 
nisation, innovation and other cost-reduc¬ 
ing measures in India’s manufacturing 
sector. 

conceptual problems 

There has been immense conceptual pro¬ 
blems in defining entities like ‘capital* 
‘technical progress’ and‘ increasing returns 
of scale’; there is also inadequacy of the 
data and fixed capital stock has been used 
by the author as a proxy for the capital 
services. Notwithstanding there problems, 
the results in this study appear to make 
sense and therefore the policy-implica¬ 
tions drawn from them are likely to be 
meaningful. 

A labour surplus economy such as that 
of India, should as far as possible adopt 
such structures of techniques as are in 
conformity with the pattern of factor 
endowments obtaining in the economy. 
This would imply either adoption of labour 
intensive techniques or such capital inten¬ 
sive techniques which would throw up 
enough inveslible surplus to ensure an 
increase in the growth rate of the economy 
in future. The Indian case does not ensure 
this. It has been characterised by incrcas- 
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ing capital deepening which was not 
accompanied by adequate increases in 
productivity. The author has rightly 
warned that continued capital deepening 
without adequate increases in productivity 
would imply that every increase in output 
would put greater strain on the Indian 
economy in terms of more than propor¬ 
tionate investment requirements. The 
result would well be “a low rate of growth 
and cost-push inflation, with serious 
balances of payments difficulties." 

Did Indian planners take wrong deci¬ 
sions regarding appropriate criteria for 
investment? Should they not have thought 
of making the maximum use of relatively 
abundant resource like labour and also of 
relatively scarce and therefore more valua¬ 
ble resource like capital? Anyway those 
decisions right or wrong cannot now be 
reversed. The only course left open is 
to make the maximum use of the in¬ 
stalled capacity in basic and heavy in¬ 
dustries and build surplusscs by increasing 
their productivity. This appears to be the 
only way out of the impasse in which we 
find ourselves. There are signs that this 
has started happening in recent years. It 
is hoped that future investment decisions 
will be taken with circumspection. 

NON-BANKING COMPANIES 

A seminar was organised on the subject 
of chit funds in October 1974 at Madras. 
The book Chit Funds contains the various 
papers presented at the seminar on the 
subject of chit funds and non-banking 
financial corporations. 

It needs to be noted at the outset that 
institutions develop and function in res¬ 
ponse to the needs of the people and of the 
economy and longer they have existed the 
greater must be their inherent usefulness. 
It should also be noted at the same time 
that the institutions must also reform 
themselves to meet the changing conditions 
and the changing socio-economic climate 
of a developing economy. It is interest¬ 
ing to look at Indian chit funds from that 
point of view. 

According to the Banking Commission, 
the annual savings mobilised through chit 
funds amounted to Rs 110 crores. The 
present estimate is that there arc about 
5,000 chit fund offices mostly in Tamil 
Nadu t Kerala, Karnatak, Maharashtra 
and Gujarat and the amount mobilised 
by them is of the order of about Rs 200 to 
Rs 250 crores. Beyond this there is hardly 
any reliable information about chit funds 
collected by authoritive sources. In fact, 
the major handicap in dealing with the 
problems of chit funds is the lack of relia¬ 
ble data about them. There arc so many 
types of chit funds and so many combi¬ 


nations and permutations that it is difficult 
to arrive at any estimate as to what is the 
driving force which goes into the formation 
of chit funds, is it the desire to save and 
invest? Earn interest? Or earn quick t 
rupee? The element of prize or lottery? 1 
The Banking Commission analysed all 
these chit funds into simple chit funds, 
prize chits of which there arc many varie¬ 
ties and business chits. The rate of interest 
which a borrower or a bidder of a chit 
fund has to pay, the rate of inteiest which 
a subset iber-memher earns and the amount 
retained by the promoter all varv from 
chit fund to chit fund which means there is 
no uniformity about them. 

scant information 

Another point which is not known about 
chit funds is the manner in which funds 
collected from the subscribers by the 
promoters are invested. According to one 
estimate , shares of prize money going to 
productive purposes in the three cate¬ 
gories of big, medium and small prize 
amounts are roughly 90 per cent, 60 per 
cent and 33 per cent respectively of the 
total prize amount. No systematic study 
has been made so far of the funds pro¬ 
vided by chit funds to industry and trade. 

The main charge against the chit funds 
is that the system is associated with some 
serious evils such as running of unauthori¬ 
sed chit funds, offering prizes and rewards, 
employment of canvassing agents to tempt 
subscribers, non-payment of prize money 
or borrowing back of prize money, enroll¬ 
ing subscribers who are not creditworthy, 
taking of huge commission by promoters 
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cm one pretext or another, and outright 
cheating or fraud by promoters. 

All the participants seem to agree that. 
there should be stringent legislation to 
regulate the activities of chit finds in the 
country especially with a view to remove 
many of the evils which are generally 
associated with many of the chit funds. 
There seems however to be disagreement 
on some issues. While the Banking 
Commission has suggested that commer¬ 
cial banks should stai t their own chit funds 
and lotteries. S. L. N. Simha is opposed 
to such a scheme. The ultimate answer 
to chit funds is the opening of branches by 
commercial and cooperative banks in 
villages as alternative sources of funds. 
But one wonders whether these institutions 
will ever reach crores of people in thou¬ 
sands of villages. 

The very fact that chit funds have 
survived the numerous vicissitudes all 
these centuries shows their inherent 
strength and usefulness. And there¬ 
fore on reading this book on chit funds, the 
appropriate policy appears to be to recog¬ 
nise the worth and utility of chit funds 
and allow them to operate smoothly by 
providing a fairly broad and flexible legis¬ 
lative framework within which to 
function. It is not possible to put out of 
existence institut ions such as money-lenders 
and chit funds by mere legislative fiats. 
The promoters should also change with 
the change of times and adopt self-regula¬ 
tion which is more effective then legislative 
control. The Institute for Financial 
Management and Research has done well 
to bring out this book on a vital but much 
neglected subject. 
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CESC 


the perspective today 


Extracts from the review by the Chairman, Mr. Sachindra Chaudhuri at the 
78th Annual General Meeting held on 17th November, 1975, at Victoria 
House, Calcutta. 


1974/75 opened with a satis¬ 
factory law and order position 
but found the country still in 
the grip of recession and infla¬ 
tion. The economic situation 
itself caused serious concern 
but as the year progressed the 
law and order position took a 
sharp down grade turn in some 
parts of the country. Stock¬ 
holders will recollect that in my 
review for 1973/74, I referred 
to some of the measures that 
Government took to remedy 
the economic situation. These 
helped in some degree to curb 
the inflation but the economic 
and social indiscipline both 
outwardly and insidiously 
spread. Throughout 1974/75 
Government adopted a policy 
of patience and persuasion. 
These however had little effect, 
in June 1975 the Government 
took a courageous decision to 
declare a state of Emergency 
in the country and rapidly 
proceeded to enact and imple¬ 
ment measures designed firmly 
to control the indiscipline. A 
state of Emergency and restric¬ 
tion of some freedoms are 
unpleasant but no Government 
can afford not to lake corrective 
measures when the internal 
security and economic health 
of the State are considered to 
be in jeopardy. Immediate re¬ 
sults have established that the 
decision of Government has 
been wise and bcncficicnt. A 
sense of urgency, responsibi 
lity and discipline has been 
generated and all activities 
that retard production and 
distribution on the one hand 
and good administration on 


the other are on the wane. 
The common man is saved 
many inconveniences and in¬ 
dustrial relations have improv¬ 
ed. One only hopes that what 
has been achieved by the 
prudence and courage of 
the Prime Minister and her 
Government will be lastingly 
effective. 

Since the declaration of 
Emergency the Prime Minister 
has made a broad economic po¬ 
licy statement with 21 points. 
One of these is an accelerated 
power programme and Super 
Thermal Stations under Central 
control. In the light of what lias 
been stated below this point 
has a special significance. 

Power Supply in the 
Calcutta Area 

The power shortage which 
West Bengal has suffered since 
the summer of 1972 is still with 
us, although in a more accept* 
able form in that the need for 
physical switching off of supply 
has been largely eliminated by 
the restrictions on the use of 
power imposed by the Govern¬ 
ment in August, 1974. 

The Government in a 
reappraisal of the future pros¬ 
pects of power in the State has 
proposed your Company’s 
continuance in the business up 
to 1.1.2000 and has also pro¬ 
posed that the Company under¬ 
take a programme of substantial 
augmentation of generating 
capacity to offset a good part 
of the shortage expected at the 
end of the present decade. 

While all this is certainly 


welcome from the point of view 
of stockholders, specially those 
resident in Calcutta, it is to be 
appreciated that the Company 
is, in effect, being given the 
option of continuing to dis¬ 
charge its statutory obligations 
as a Public Utility concern and 
as a Licensee. 1 do not entertain 
any doubt as to the technical 
and administrative ability of 
the Company to meet the chal¬ 
lenge, equally 1 am fully aware 
of the constraints that beset 
the path of success. The imme¬ 
diate and most serious con¬ 
straint is finance. 

The sharp rise of plant and 
labour costs during the past 
few years have already made 
the Company face the difficult 
position of being unable to 
sustain the normal growth of 
the undertaking with the inter¬ 
nal resources generated by it. 
The Company is presently 
negotiating a scheme of external 
financial assistance to the extent 
of Rs. 9.5 crores in three 
tranches over the next five 
years. The Accounts now 
presented show a decline in the 
Company’s liquidity ratio (i.e. 
the ratio of current assets to 
current liabilities) from 1.5 to 
1 to 1.1 to 1. Stockholders will 
appreciate the reasons for this 
decline, namely, the marked in¬ 
crease in Capital Expenditure 
during the year coupled with 
the enhanced tax liability al¬ 
ready explained—not to men¬ 
tion, of course, the general 
effect of inflation. It will also 
be realised that the additional 
borrowing I have referred to 


(which will be within the 
Board’s existing powers) can* 
not be long delayed. In fact, dis¬ 
cussions are at present taking 
place with the Indian financial 
institutions on this subject. I 
am confident that the Company 
will be able to secure this assis¬ 
tance without prejudicing the 
interests of its stockholders in 
any way but the problem will 
be a hard reality when it comes 
to the Company undertaking 
any schemes of substantial 
augmentation of generating 
capacity. If present indications 
are any guide, the Company 
may be called upon to add 240 
MW of capacity by 1979/80 
at an estimated capital outlay 
of £47.5 million (Rs. 90.0 
crores). 

The Company has made the 
Governments both in Calcutta 
and Delhi aware of the con¬ 
straints of finance in the way 
of the Company and the need 
to secure external financial 
assistance of this magnitude, 
without any detriment to 
stockholders* interests, and it 
is hoped that these constraints 
will be removed as the Govern¬ 
ments both in Calcutta and 
Delhi are of the view that 
the Company should under¬ 
take a capacity addition of 240 
MW by 1979/80. If additional 
finance of the size indicated is 
to be secured the stockholders 
will have to consider increasing 
the borrowing powers of the 
Directors. When discussions 
with the Governments have 
progressed, at an appropriate 
time, your Board will approach 
the stockholders with all neces¬ 
sary and proper information 
for their support to an increase 
in the borrowing powers of the 
Board. 

Tariff 

The Clear Profit, as com¬ 
puted under the Electricity 
(Supply) Act, 1948, was some 
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Rs. 112 lakhs short of the 
Reasonable Retain of Rs. 241 
lakhs. Stockholders wilt recall 
that 1 had anticipated a short¬ 
fall in my Review last year on 
the basis of operating costs 


running ahead .of a .delayed 
increase of rates to consumers. 
The shortfall has however been 
higher than 1 anticipated and 
the downturn of sales to which 
I have referred earlier has been 


a contributing factor. The 
current year has already seen 
a further increase of operating 
costs on account of coal and 
imported power but the redeem¬ 
ing feature on this occasion is 


that Government has given 
timely concurrence to a com¬ 
prehensive scheme of revision 
of rates designed to bring the 
clear Profit nearer in line with . 
the Reasonable Return. 


OPERATIONAL RESULTS 

1973/74 

1974/75 

FINANCIAL RESULTS 

1973/74 

1974/75 

Sale of Electricity in 
millions of Units 

2709.6 

2632.0 

Gross Revenue 

Profit after taxation 

Rs lakhs 
3922.1 

58.2 

Rs lakhs 
4741.7 

61.3 

Maximum 

Demand met in M.W. 

514.0 

493.0 

Additions to 

Fixed Assets 

313.9 

461.9 


(N.B.—This statement does not purport to be a report of proceedings of the Annual General Meeting referred to above) 

The Calcutta Electric Supply Corporation Limited 

(Incorporated in England) 
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TRADE 

WINDS 


Misuse of Licences 

The President promulgated 
an Ordinance recently amend¬ 
ing the Imports and Exports 
(Control) Act 1947 to deal 
effectively with economic offen¬ 
ces pertaining to imports and 
exports. At present there 
are two penal provisions 
for contravention of Imports 
and Exports Control Orders. 
The first provision is for 
prosecution under the Im¬ 
ports and Exports (Control) 
Act 1947 for contravention of 
orders made under the Act or 
of any conditions of licence 
granted under such orders. The 
penalty under the existing pro¬ 
vision is imprisonment for a 
term which may extend to two 
years and also fine. The second 
penal provision is departmental 
action which provides for 
debarment of a party for a 
specified period from obtaining 
import/export licences or allot¬ 
ments of imported goods. 

Abuses Curbed 

In order to curb such abuses 
effectively, the Ordinance pro¬ 
vides for imposing penalties for: 
(i) misutilization of imported 
goods in contavention of the 
conditions of the licence; (ii) 
misrepresentation of facts 
in obtaining licences or allot¬ 
ment of imported goods ; fiii) 
unauthorised sale or acquisition 
of imported goods in contraven¬ 
tion of the conditions subject 
to which import was allowed; 
and (iv) non-compliance with 
any direction given under the 
control order for sale of im¬ 
ported goods. 

The Ordinance empowers the 
Chief Controller of Imports and 
Exports to impose penalty up 
to five times the value of goods 
or materials in respect of which 
such offences have been commi¬ 
tted. Provision has been made 


in the Ordinance for appeals 
against the decisions of the 
Chief Controller of Imports 
and Exports to the central 
government. 

The Ordinance also provides 
for more stringent punishments 
under the Imports and Exports 
(Control) Act. It provides for 
enhancing the existing sentence 
from two years to three years 
and for enhancing it further to 
seven years where the 
contravention involves impor¬ 
ted goods of the value exceeding 
Rs 10 lakhs. 

GDR Exhibition 

Three leading enterprises of 
the German Democratic Re¬ 
public (GDR), namely, WMW- 
Export-Import, Buromas- 
chinen Export and Carl Zeiss 
Jena have put up for display 
till December 7,1975, machine 
tools, data processing and 
office machines, and optical 
and scientific instruments 
in the exhibition ground 
(Mathura Road, New Delhi) 
under the auspicies of the 
Trade Representation of the 
GDR. .The exhibition was 
inaugurated on November 17, 
1975, by Mr Chandrajit Yadav, 
the minister of state for Steel 
& Mines. Mr Yadav pointed 
out that this was the first exhi¬ 
bition organised by the GDR in 
its exclusive permanent pavilion 
in the exhibition grounds. He 
referred to the growing trade 
between the two countries and 
the efforts made by the GDR in 
making our economy app¬ 
roach the goal of self-reliance 
in many sectors. 

Welcoming Mr Yadav, Mr 
Wolfgang Schuessler, the 
Ambassador of the GDR in 
India, said that the decision to 
organize such an exhibition 
showed the growing impor¬ 
tance which was attached to 


the trade between the two 
countries. He further said that 
the trade plan for 1976 which 
was concluded in Beilin on 
November 7, 1975, envisaged 
raising of the volume of trade 
between the two countries to 
Rs 110 crores. 

Largo Potential 

The machine tools and tools 
sector in the GDR, the pro¬ 
ducts of which carry the WMW 
symbol, has a large potential 
of five combines made up of 
more than 60 production 
enterprises. The main fields 
are machines, machining 
centres and production lines 
for machining operations such 
as turning, grinding, gear cutt¬ 
ing, milling, planing, flat grind¬ 
ing, sheet and solid metal form¬ 
ing as well as machine tools for 
cutting shaping, hard metals, 
tool and work clamps and 
machines for tool recondition¬ 
ing. 

ZENTRONIK and ROBO- 
TRON manufacture a 
wide range of office machines 
and data processing systems— 
from the small typewriter to 
modem large-scale data pro¬ 
cessing equipment. The 
production programme of the 
ZENTRONIK combine com¬ 
prises, under the trade-mark 
“daro”, portable typewriters, 
mechanical and electrical office 
typewriters, data acquisition 
devices and systems, automatic 
accounting and invoicing ma¬ 
chines, office systems, auto¬ 
matic typing, text processing 
and organisation machines, 
electronic mini-computers and 
measuring and drawing instru¬ 
ments. The main features of 
the production of the ROBO- 
TRON combine are electronic 
data processing systems, pro¬ 
cess and small control com¬ 
puters, radio link systems and 
electronic modules and assem¬ 
blies. 

In addition the foreign trade 
enterprise Buromaschinen 
Export, Berlin, responsible 
for exporting the GDR’s office 
machines and electronic data 
processing equipment, supp¬ 
lies general-purpose sub-assem¬ 
blies for the punched card, pun- 
died tape, magnetic tape and 
printing techniques. The elec¬ 


tronic data processing system 
EG 1040 is a third generation 


system consisting of tee central 
processor and a variable mmi- 
ber of peripheral units which 
aie interconnected to form a 
system configuration adapted to 


the particular field of applica¬ 
tion depending on the nature 
and size of the problem of be 
solved. 


The Zeiss factory in Jena has 
a tradition in scientific instru¬ 
ment-making going back over 
125 years. The extensive pro¬ 
duction programme comprises 
some 700 different mam instru¬ 
ments and devices. The profile 
of Zeiss production covers 
instrument systems and instru¬ 
ments in the major fields of 
precision measurement and 
numerics, astronomy, photo¬ 
lithography, analytical measure¬ 
ments, microscopy, microfilm 
technology, geodesy, photo- 
grammetry, medical engineer¬ 
ing, electronic data stores, 
laser units, lenses, field glasses, 
etc. 


Everyman's Exercising 
Cycle 

Pedal your way to physical 
fitness is an oft-repeated say¬ 
ing. But how many people 
have time to get out into the 
open air with their bicycle? A 
simple and easy to handle 
exercising device has been 
manufactured by Reck of 
Betzenweiler in West Germany. 
This device improves metabolic 
function, strengthens the back¬ 
bone muscles and prevents 
posture disorders and vertebral 
ailments (See cover picture). 


Voluntary Disclosures 

The union Finance ministry 
has issued a number of clarifica¬ 
tions of some of the important 
provisions of the Voluntary 
Disclosures of Income ana 
Wealth Ordinance with a view 
to laying at rest several mis¬ 
givings which have ostensibly 
held up the pace of progress 
of such disclosures. The follow¬ 
ing are the salient points in the 
clarifications issued by the 
Finance ministry: 


(1) It is not necessary to 
disclose the nature and source 
of income. Only the assets 
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representing the income de¬ 
clared are to be shown in 
Form A; (2) Any person can 
make a. declaration under the 
Ordinance, Section 12 will 
apply in respect or all declara¬ 
tions made tinder Section 3il) 
of the Ordinance; (3) There is 
no bar to the same individual 
filing more than one declara¬ 
tion provided the various 
declarations are in respect of 
different taxable entities; (4) 
Only one declaration should be 
made in respect of the undis¬ 
closed income of a person; (5) 

A declaration undersection 3(1) 
of the Ordinance cannot be 
made in respect of the income 
of the previous year in which 
such search was made or any 
earlier previous year. How¬ 
ever, such declaration can be 
made in respect of the undis¬ 
closed income for any previous 
year subsequent to the previous 
year in which the search was 
made. It is open to such assc- 
ssee to make a declaration 
- under section 14 (.1) of the 
Ordinance in respect of the 
income of the previous year in 
which the search was made or 
any earlier previous year; 

(6) The provisions of Section 
2(22) (e) will not be attracted in 
cases where income declared by 
the company is represented by 
assets held on behalf of the 
company by its direciors/share- 
holders; (7) An order under 
section 132(5) has to be passed 
before any portion of the seized 
cash can be considered for 
adjustment. If on passing 
an order under section 132(5), 
some cash is left to be released, 
the same can be adjusted; 

(8) Only the lax on the firm 
is to be paid alongwith decla¬ 
ration under section 14(1). In 
the cases of partners, normal 
assessment procedure will 
apply. A declaration by a 
firm under section 14(1) stands 
on a different footing from a 
declaration made by a firm 
under section 3(1) dealt with 
in item (ni) of the Board 
Circular No. 181 dated October 
25, 1975; (9) If a person pays 
on-half of the tax in cash, it is 
necessary for him to produce a 
bank guarantee or assign the 
government securities for half 
of the balance; (10) The 
government securities in which 


investment is to be made by 
declarants and procedure to be 
followed are: 5-3/4 per cent 
Bonds, 1985. The applications 
for these bonds will be received 
at (a) Offices of the Reserve 
Bank of India at Ahmcdabad 
Bangalore, Bombay (Fort and 
Byculla), Calcutta, Hyderabad, 
Kanpur, Madras, " Nagpur, 
New Delhi and Patna; (b) 
Branches of the subsidiary 
banks of the State Bank of 
India conducting government 
treasury work except at 
Hyderabad; and (c) Branches 
of the State Bank of India at 
other places in India. 

J K Dry Cells 

A plant to manufacture 
JK dry cells of the Madhya 
Pradesh Indutries Limited 
was inaugurated on November 
15, 1975 at Bhopal by Mr 
T.A. Pai, union minister of 
industries and Civil Supplies. 
The chief minister of Madhya 
Pradeh Mr P.C. Sethi presi¬ 
ded over the function. Mr 
Hari Shankar Smghania, ihc 
Chairman of Madhya Pradesh 
industries Ltd, was also pre¬ 
sent at the function. 

Liberal Exchange for 
Exporters 

The procedure for issue of 
blanket exchange permits to 
eligible export houses and other 
export units and the facility 
for drawal of amounts there¬ 
under have been simplified. 
Under the revised procedure, 
the names of persons who may 
avail of the blanket exchange 
permit will not be endorsed 
therein. The export units will 
be free to depute any employee 
of their choice or their consul¬ 
tants directly associated with 
export promotion. The release 
of exchange under the blanket 
permit will be suitably increased 
tc take care of the genuine 
needs of exporters. Persons 
travelling abroad on.cxpoit 
promotion grounds will be 
eligible to draw additional ex¬ 
change up to 20 per cent of 
the per diem rates for meeting 
the cost of surface travel and 
incidental expenditure abroad. 

Exchange up to 10 per cent of 
the value of the blanket permit 
can be availed of for entertain¬ 


ment provided the team led 
by the chairman or the direc¬ 
tors, does not spend more than 
£ 100 per trip and £ 50 in case 
the negotiating team is led by 
other executive. 

The concerns exporting non- 
traditional goods for value 
exceeding one lakhs of rupees, 
but lessthan Rs 15 lakhs and 
traditional goods for value 
exceeding Rs 5 lakhs but less 
than Rs 75 lakhs will also be 
released exchange for two trips 
a year on export promotion 
grounds. While the exporters 
registered as export house 
with the ministry of Commerce 
will continue to be eligible to 
get blanket exchange permits 
irrespective of their past export 
performance, there is no change 
in the present criteria regarding 
the minimum annual export 
realisations for other exporters 
for being eligible for issue of 
blanket permits, that is, Rs 15 
lakhs for non-tradition al goods 
and Rs 75 lakhs for traditional 
goods. 

Wages Payment Act 

The workers drawing up to 
Rs 1,000 per month will now 
be able to gel benefits of the 
provisions of the payment of 
Wages Act, 1936. The earlier 
limit was Rs 400 per month. 
An Ordinance to this effect 
was promulgated recently by 
the President, Mr Fakhruddin 
Ali Ahmed. The Ordinance 
provides for the payment of 
wages either by cheque or by 
crediting the wages in bank 
account after obtaining written 
authorisation t>f the employed 
persons. It also permits 
deductions from the wages 
with the written authorisation 
of the employees, for contribu¬ 
tion to the Prime Minister's 
Relief Fund or such other funds 
as the central government 
may specify by notification 
in the official gazette. The 
need for amending the Act 
was felt as a large number of 
workers previously covered got 
excluded with the upward revi¬ 
sions in pay scales and increase 
in other allowances, especially 
dearness allowances in recent 
years. Previously the wages 
were to be paid in current coin 
or through currency notes. 

With the extension of the 


coverage to further categories 
of employees, it is felt that 
many of them would like to 
collect the wages by cheque or 
by deposit in bank accounts. 
This would inculcate the bank- , 
ing habit among workers and 
would also make the process 
of payment easy for the em- 
loycrs. The Payment of Wages 
Act ensures regular and prompt 
payment of wages and prevents 
the exploitation of wage ear¬ 
ners by prohibiting arbitrary 
fines and deductions from 
wages. The Act was initially 
made applicable to persons 
drawing less than Rs 200 per 
month and was amended in 
1957 tii cover persons drawing 
less than Rs 400 per month. 

Engineering Exports 
to the US 

Exports of labour-intensive 
engineering pioducts to the 
US can be stepped up signifi¬ 
cantly with a shift there to 
capital intensive production 
because of continuous wage 
hikes, accoiding to an Indian 
Institute of Foreign Trade 
market survey. In a survey of 
five items—industrial castings, 
sanitary castings, bicycles, 
hand tools and building hard¬ 
ware—where direct wages 
constitute more than 20 per 
cent of the ex-factoiy price of 
products, the I1FT has identi¬ 
fied potential areas for export 
expansion. Currently prevail¬ 
ing wage rates in the US are 
as high as $2.70 per hour in 
the bicycle industry, $5 in the 
hardware and tools industry 
and $ 12 in the foundry in¬ 
dustry. As a result US im¬ 
ports of engineering products 
escalated from $21,470 million 
in 1972 to S34,007 million in 
1974. But India's share of total 
US imports in 1974 amounted 
to a meagre 0.07 per cent. 

The survey showed tha f due 
to the current recession, anti- 
pollution regulations and wage 
hikes in the foundry industry, 
production has suffered a set¬ 
back in the US during 1975 
W'hile demand for castings 
is likely to grow at the 
rate of five per cent per 
annum. This potential can 
only be tapped if high foun¬ 
dry technology is adopted in 
this country. Lack of elec- 
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trie furnaces, machine mould¬ 
ing and heat treatment facili¬ 
ties have debarred the majo¬ 
rity of Indian foundaries from 
meeting the US requirements 
for sophisticated castings. Fur¬ 
ther, non-adherence to delivery 
schedules has marred the image 
of the country. Discussions 
revealed that certain foundries 
in the US might be interested 
in technical participation, 
transfer of machinery, patterns 
and technical know-how to 
their Indian counterparts. 

World Industrial 
Giants Meet 

Leaders of the world's six 
biggest industrial democracies 
met in Paris on November 15, 
for the first time since the 
current recession began to sec 
how they could pull out of it 
together. It was hoped the 
leaders would use their informal 
talks to distill a number of 
goals they could all agree on 
and strive for. The meeting in¬ 
cluded the US President Gerald 
Ford, President Valery Gis 
card d’Estaing of France. 
Chancellor Helmut Schmidt of 
West Germany, Prime Minister 
Talkeo Miki of Japan, Prime 
Minister Harold Wilson of 
Great Britain and Piime 
Ministei Aldo Moro of Italy. 

Mr Giscard d’Estaing has 
been reported to be feeling that 
their differing approaches on 
all the issues over the past two 
years had delayed a frontal 
attack on recession and left 
relations with the Third World 
in disorder. "I hope the sum¬ 
mit will lead to an awareness of 
the global responsibilities, 
political and economic, in¬ 
volving the profoundly trou¬ 
bled western economy,” Mr 
Giscard d* Estaing said in a 
recent interview. 

Iron Ore Exports 

Iron-ore exports to the 
German Democratic Republic 
(GDR) are being revived. 
GDR, which stopped importing 
ore from India in 1971, has now 
agreed to take 200,000 tonnes 
next year. Indications are that 
GDR will import even larger 
quantities in subsequent years. 
Revival of iron-ore exports to 
GDR adds a new dimension to 


the efforts of the Minerals and 
Metals Trading Corporation 
(MMTC) in diversifying the 
ore's sales to east and west 
European countries, apart from 
the oil rich nations. Turkey, for 
example, has already agreed 
to take iron-ore from India for 
the first time, and details about 
the quantity and price are being 
finalised. The MMTC hopes 
to enter more markets in west 
Europe shortly. 

According to MMTC 
sources, the earlier optimism 
that the recession in the steel 
industry would be over by 
autumn, and that world steel 
output in 1975 would almost 
touch the 1974 level, has dis¬ 
appeared. Latest projections 
reveal that steel production 
this year is likely to be six 
per cent lower than that in the 
previous year—a short-fall of 
nearly 50 million tonnes. 
This implies that steel piodue- 
ing countries will be taking 
roughly 70 million tonnes less 
of iron-ore from all sources. 
Despite this gloomy situation 
on the steel front, MMTC is 
confident of reaching at least 
the last year’s level of iron-ore 
exports when 11 million 
tonnes were exported. The 
target for the current financial 
year, however, is 15 million 
tonnes. Exports in the first 
seven months (April to Octo¬ 
ber) have totalled six million 
tonnes. 

Consortium for 
Tower Exports 

Leading manufacturers of 
transmission line towers are 
forming a consortium to boost 
exports. The Association of 
Indian Engineering Industry 
(AIEI), which is coordinating 
efforts in this direction, has 
set up a separate division for 
transmission towers. The 
association has already held a 
number of meetings with vari¬ 
ous manufacturers, including 
the Projects and Equipment 
Corporation, a subsidiary of 
STC, which also exports trans¬ 
mission line towers. Accord¬ 
ing to indications available 
heic, the consortium is likely 
to take a concrete shape 
shortly. The objective behind 
the formation of the consor¬ 
tium is to meet international 


price competition so that ex¬ 
ports of transmission line to¬ 
wers are maximised. As 
electrification programmes are 
being undertaken on a big 
scale in Latin America and 
oil-rich countries, the consor¬ 
tium approach will avoid un¬ 
healthy competition among 
the Indian manufacturers in 
making bids for international 
tenders. 

Indo-Belgian 
Joint Ventures 

Several Indo-Belgian joint 
ventures are likely to materia¬ 
lise over the next few years. 
Notable among them will be 
tie-up between Indian and 
Belgian firms for the manu¬ 
facture of textile machinery 
and machine tools required for 
mining and oil drilling equip¬ 
ment. These fields have been 
identified and included in the 
agreed minutes of the Indo- 
Belgian joint committee meet¬ 
ing which concluded recently. 
The minutes were signed by Mr 
J. Daron, Director in the 
Belgian ministry of Foreign 
Affairs and Trade and Miss 
Roma Mujumdar, Joint Secre¬ 
tary in the Commerce minis¬ 
try. Besides collaboration 
arrangements, Belgium will 
also offer know-how for pro¬ 
duction of maelic anhydride 
and presses and cutters for 
metals. It will also offer fellow¬ 
ships to Indian experts for 
research in the field of market 
survey and product adapta¬ 
tion. 

Fellowships will include 
facilities for Indian consultancy 
experts for developing con¬ 
tracts with Belgian firms parti¬ 
cularly for joint collaboration 
in third countries. These will 
be in the context of certain 
specific projects which the 
engineering projects (India) 
Limited is exploring in third 
country markets with Belgian 
collaboration. They will also 
include the study of banking 
system* by Indian experts, es¬ 
pecially in relation to financing 
projects for joint collabora¬ 
tion in third countries. On the 
trade side, in order to correct 
the adverse balance India is 
having with Belgium, the possi¬ 
bilities of increasing exports 
of Indian diamonds, tobacco, 


leather, jute and jute goods, 
textiles and engineering items 
will be explored. The total 
volume of trade between the 
two countries during 1974-75 
was worth Rs 152 erores. 

Indo-Syrfan 

Cooperation 

India and Syria have decided 
to initiate steps for locating 
specific projects for collabo¬ 
ration, according to the joint 
communique issued on Nove- 
ber 14 summing up the out¬ 
come of the talks held by 
Syria’s deputy premier and 
Foreign minister, Mr Abdul 
Halim Khaddam, during his 
five-day visit to this country. 
The communique listed two 
areas of such collaboration— 
air communications and rail¬ 
way transportation—but indi¬ 
cated joint effort would be 
made to identify other 
projects also. Mr Khaddam 
who was accompanied by 
his wife and a team of offi¬ 
cials had talks with the union 
Foreign minister, Mr Y.B. 
Chavan. He also met the prime 
minister, the President and the 
minister for Finance and Steel 
and Mining. 

UK Bank Rata 

The British Bank rate was 
reduced from 12 per cent to 
11.75 per cent, with effect 
from November 14, 1975. 

Coppar Output 

Copper production in the 
country is expected to reach 
100,000 tonnes by 1984 accord¬ 
ing to Mr D.K. Dhaon, Chair¬ 
man Hindusthan Copper 
Limited. He said copper pro¬ 
duction this year was expected 
to be about 25,000 tonnes 
against the requirement of 
about 45,000 tonnes. Copper 
worth about Rs 20 erores 
would have to be imported 
this year to meet the country's 
requirements. Mr Dhaon said 
one stream of the slag treat* 
ment plant of the Khetri copper 
complex* commissioned in 
July last, was presently in 
operation. The second was 
under erection. The maximum 
designed capacity per stream 
was 20 tonnes an hour. He 
said the plant had been desig¬ 
ned for treating only flash 
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furnace slag and trial runs weie 
going on to use it to treat con¬ 
verter slag mixed with flash 
ftirnace slag. The plant’s 
equipment was mostly indi¬ 
genous and very little foreign 
exchange was involved. Mr 
Dhaon said the Rakha project 
concentrator plant had been 
designed to treat 1,000 tonnes 
of copper ore a day. The first 
phase or development of the 
project mines had been 
completed. 

Ifftdfft-EEC Joint 
Commission 

Following the third meeting 
of the India-EF.C joint commi¬ 
ssion at Brussels on November 
11 and 12 a number of decisions 
have been taken to promote 
India’s trade in handicrafts 
and engineering goods. The 
Community has agreed to send 
an industrial delegation in the 
spring of 1976 to considerc 
production cooperation and 
also the possibilities of coopera¬ 
tion in third countries. The 
Community will consider a 
proposal for associating Euro¬ 
pean experts with the work 
underway in India to plan ex¬ 
port production and pro¬ 
motion in identified sectors 
to increase India's exports to 
the Community. Financial 
assistance will be forthcoming 
from the Community for Indian 
participation in specialised 
trade fairs and for the visit of 
business of delegations in 
sectors like air compressors, 
automobile accessories and 
hand tools. 

The Community is also 
considering the question of 
financing market investiga¬ 
tions by Indian personnel in 
diesel engines, castings and 
forgincs. Commidi t y-wi se, 

the Community has made some 
specific commitments. The 
1976 GSP quota for tobacco 
has been raised from 30,000 
} tonnes to 38,000 tonnes. The 
Community has also agreed to 
| increase the 1975 quota for 
carpet backing in the UK 
by 145 tonnes to ensure 
off-take of sales contracts 
registered by the Jute Commi¬ 
ssioner. 

The Indian delegation made 
a strong plea for the removal 
of quantitative restrictions and 
the elimination of duties on 
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jute and coir products in the 
context of the new agreements, 
negotiations for which will 
commence within two months. 
The present agreement, which 
is due to expire on December 
31, 1975, will be extended till 
the conclusion of the negotia¬ 
tions. It was confirmed that 
duty-free entry for jute and coir 
goods to the markets of the 
UK and Denmark will be 
extended till June 1976, b> 
which time it is expected that 
the new agreements would have 
been concluded. 

Two more delegations will 
be visiting India in 1976. 
A team of cxpeits will 
be coming in February. 1976 
to tender technical advice 
regarding improved yields and 
the cultivation of tobacco in 
non-tmditional areas. It was 
noted that there arc good pros¬ 
pects for India to make a break¬ 
through in the West German 
market with neutral testing 
fillers having a low nicotine 
content and free pesticides 
residues Virginia tobacco 
grown in Karnataka. West 
Godavari and the Ongolc-Nt- 
llorc region appears to be 
suitable for export to West 
Germany which is one of »be 
world's largest markets for 
flue-cured Virginia tobaco. 
A delegation of European foot 
wear manufacturers and 
tanners will be visiting India 
in January 197f> to examine the 
possibilities of marketing tie- 
ups and other collaboration 
between Indian and European 
parties. 

Micronutrients for 
Agriculture 

The use of micronutrier i ; in 
agriculture has become a 
practice by the progressive 
farmers in this country. Agro- 
min plant nutrient is in chela¬ 
ted form, therefore, is readily 
absorbed by the plants. It has 
been introduced by Aries 
AgroVet Industries Pvt. Ltd. 

Agromin promises to in¬ 
crease the crop yield by 20 
per cent or more. It is availa¬ 
ble in six different formula¬ 
tions specially prepared for 
fibre crops, cereals, plant x- 
tion, oilseeds, spices, fruits 
and vegetables. Extensive com¬ 


mercial trials in Karnataka, 
Maharashtra, 

Andhra Pradesh and Punjab 
were conducted with Agromin 
during the kharif Season this 
year and the product is said to 
have fulfilled its claim. Agromin 
has been recommended to be 
applied to the vegetable parts 
of the crops in the form of 
foliar spray. Due to this the 
absorption of micronutrienls 
is quick and effective. While 
fertilizers are normally applied 
to the soil, it is also possible to 
fertilize plants by foliar spray, 
because the leaves, stems, 
flowers and even fruits of 
plants arc capable of absorbing 
nutrients. Tracers have made 
it possible to follow the uptake 
of nutrients by purls of plants 
above the ground and to com¬ 
pare it with absorption by 
roots. The uptake by leaves 
and other non-root parts of 
the plants have been demons¬ 
trated and many facts relative 
to mineral nutrition and fertili¬ 
zer use have been determined. 

No Newprint Import 

The central government 
has decided to suspend import 
of newsprint until further 
orders. This decision has been 
•taken in view of the availabili¬ 
ty of large stocks of newsprint 
and the need to conserve 
foreign exchange, says an offi¬ 
cial release. Impoit licences 
already issued will not be 
operative during the period of 
suspension,except to the extent 
to which shipments have 
already been affected or ships 
nominated for further ship¬ 
ments by the State Trading 
Corporation before October. 

US-Soviet Deal 

The US President Mr Ford re¬ 
cently hailed a long-term grain 
purchase agreement with the 
Soviet Union as beneficial for 
the American farmer and con¬ 
sumer and lifted as embargo 
on Soviet grain shipments that 
has been in effect since August, 
The agreement, which calls 
for a minimum Soviet pur¬ 
chase of six million tonnes 
and up to eight million tonne 
over five years starting Octo¬ 
ber 1, 1976, represents one 
billion dollars in annual ex¬ 
port revenue, Mr Ford said. 
The pact will also provide an 
“escape clause for the United 


States should crop production 
fall short of need”. 

Mr Ford also released a 
“letter of intent” with the 
Russians which says negotia¬ 
tions will resume this month 
for American purchase of 
200,000 barrels of Soviet 
crude oil and petroleum pro¬ 
ducts. The announcement 
of the parallel agreements 
capped difficult negotiations 
aimed at guaranteeing the 
Soviet Union access to US 
grain supplies while prevent¬ 
ing wide year to year swings 
in Soviet purchases that could 
play havoc with domestic 
grains supplies and prices. 
The agreement is not a barter 
accord. The Soviets will buy 
the grain from American tra¬ 
ders at market prices, while 
the US will pay for Soviet oil 
at a price yet to be determined 
but probably close to prevail¬ 
ing world oil prices, 

Names in the News 

Dr. G. Mukberjee, General 
Manager, Alloy Steels Plant 
Durgapur has been elected 
Chairman of the Third Meeting 
of the International Standard 
Organisation, held in Madrid, 
Spain recently. The meeting 
discussed matters relating to 
standardization of steel pro¬ 
ducts. Inaugurating the meet¬ 
ing as its Chairman, Dr. G. 
Mukhcrjee emphasised a com¬ 
mon basis for classification 
and designation of steel pro¬ 
ducts to facilitate mutual trade 
among various countries. 
Referring to the diversity in 
the existing system of classi¬ 
fication, designation and ter¬ 
minology of steel products, he 
appealed to all the engineers 
and technocrats participating 
in the meeting to evolve an 
international conscience on the 
unified practice. 

Mr. P.D. Goswamy has been 
taken on the Board of Direc¬ 
tors of the Mohan Meakins 
Breweries Limited as a fulltime 
Financial Director. He started 
his career as Secretary cum 
Chief Accountant with a big 
business house in Singapore in 
1952. Returning to India in 1952 
he joined Dyer Meakin.Brewe- 
ries Ltd (now Mohan Meakin) 
and served in various capaci¬ 
ties. He is also an Associate 
Member of the Institute of 
Company Secretaries of India. 
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Ashok Leyland 

Ashok Leyland has taken 
another significant stride in its 
growth and contribution to 
the national economy. Despite 
unprecedented power cuts in 
Tamil Nadu, the company has 
reported impressive improve¬ 
ments in output of its vehicles 
and engines. The production 
of vehicles went up from 5467 
in 1972-73 to 7264 in 1973-74 
and further up to 7929 in 
1974-75. Similarly the output 
of engines during the twelve 
month period ended in Septem¬ 
ber 30, 1975 rose to a new high 
on 869 as compared to 716 in 
1973-74 and 518 in the preced¬ 
ing year. 

Buoyant Demand 

The quality of its products 
generated a buoyant demand 
and a ready acceptance 
in both the domestic and many 
overseas markets, thus over¬ 
coming the recessionary envir¬ 
onment. The growth of the 
company paves the way for the 
proposed expansion, which 
when completed in 1978, will 
increase the output of vehicles 
by 50 per cent over the current 
levels. 

Ths highlight of the per¬ 
formance is the breakthrough 
achieved in the export field. 
As many as 558 vehicles were 
exported during 1974-75— a 
ten-fold increase—to various 
non-traditional markets rang¬ 
ing from the Caribbean to the 
Far East. This sets the trend 
towards achieving the am¬ 
bitious target of Rs 15 crores 
of exports by the end of fiscal 
year 1975-76. 

In teaching these laud¬ 
able targets, its collabora¬ 
tors, British Leyland, have 
played a pivotal role and have 
actively supported Ashok 
Leyland through their world¬ 


wide network of resources and 
contacts. 

Ballarpur Industries 

Ballarpur Industries, for¬ 
merly known as Ballarpur 
Paper and Straw Board Mills, 
has reported excellent working 
results for the year ended June 
30, 1975. Equity dividend has 
been stepped up to 14 per cent 
on the higher capital as en¬ 
larged by the issue of bonus 
shares in the ratio of one share 
for every equity share held as 
against 12 per cent paid in 
1973-74. Of the 14 per cent 
dividend, 12 per cent will be 
paid this year and the balance 
on deferred basis. The pro¬ 
duction of paper and boards 
increased by about 5,000 
tonnes to 1.11 lakh tonnes. 
The demand for paper has of 
late been adversely affected by 
the recessionary conditions and 
because of still competition, 
the directors expect that the 
margins will be under pressure 
in the current year. 

Joint Venture 

The company's caustic soda 
plant at Karwar, Karnataka, 
has been commissioned. The 
company's jdint venture in 
Indonesia for the manufacture 
of 14,000 tonnes of writing, 
printing and coated paper 
annually is likely to go on 
stream by the end of 1976. 
It is expected to earn con¬ 
siderable foreign exchange for 
the country by way of export 
of plant and machinery, 
repatriation of dividends and 
technical fees. The terms and 
conditions of the foreign ex¬ 
change loan that the company 
has been negotiating for its 
newsprint factory are under 
consideration of the Finance 
ministry. The company will 
go ahead by securing the nece¬ 
ssary bank guarantees as soon 
as the government gives the 
clearance. During the year 
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under review net profit al¬ 
most doubled to Rs 6 croies 
from Rs 3.2 crores in 
1973-74. The directors have ap¬ 
propriated a sum of Rs 4.67 
crores to depreciation reserve, 
Rs 1.32 crores to development 
rebate reserve and Rs 8.76 
crores for taxation as against 
Rs 2.46 crores, Rs 1.14 crores 
and Rs 4.30 crores provided 
respectively in the preceding 
year. 

CAFI 

Chemicals and Fibres of 
India (CAFI) has suffered 
a serious set-back in its work¬ 
ing during the year ended 
September 30, 1975. The 

company has incurred a loss 
of Rs 95 lakhs as against a 
profit of Rs 97 lakhs in 1973-74. 
It is for the first timcthecom- 
pany has incurred a loss since 
it commenced production. The 
company's sales, however, were 
appreciably higher at Rs 28.83 
crores as compared to Rs 19.50 
crores in 1973-74. In, view of 
the losses, the directors have 
proposed to skip the equity 
dividend. It paid a dividend 
of five per cent for 1973-74 and 
25 per cent in the previous 
three years. 

Higher Sales 

The sharp set-back in 
spite of higher sales is 
attributed to the substantial 
increase in costs of raw mate¬ 
rials, recession—in textile in¬ 
dustry coupled with the high 
incidence of excise duty reduc¬ 
ing the demand for polyester 
fibre, and increased com¬ 
petition following commis¬ 
sioning of four other polyes¬ 
ter units. The wide spread 
smuggling in the coun¬ 
try of polyester and blended 
polyester fabrics also affected 
the offtake of the company's 
products. The management 
states that the large excess of 
capacity in operation over 


demand led to intense competi¬ 
tion between the polyester 
fibre manufacturers' and popes 
had to be reduced substantially 
in order to hold its share of 
the market. 

WG Forge 

WG Forge and Allied In¬ 
dustries Ltd. has come out with 
Vidyunt—-India's first electric 
discharge machine (sparkrcro- 
sion machine) with electro- 
hydraulic controlled servo 
head and completely transis¬ 
torised solid state power supply 
unit with totally indigenous 
know-how. 

Vidyunt additionally incor¬ 
porates most sophisticated 
technical features such as 
machine tool movement on 
antifriction roller bearings; 
interchangeable tooling system 
and both pressure and suction 
flushing, similar to those avai¬ 
lable on leading EDMs built 
overseas today. The company 
had been licensed to manu¬ 
facture 100 machines per 
annum. 

Tata Chemicals 

Expansion schemes on Tata 
Chemicals for increasing the 
annual capacity of soda ash to 
500,000 tonnes, caustic soda 
to 11,400 tonnes, chlorine to 
9,700 tonnes and hydrochloric 
acid to 9,650 tonnes are under 
way and the implementation 
of the industrial licence for the 
manufacture of soda ash 
process equipment is already 
progressing satisfactorily. The 
industrial licence to manu¬ 
facture 3,600 tonnes per annum 
of IP grade sodium-bi-carbon¬ 
ate for which an application 
was submitted in July 1972 is 
still awaited. Availing itself 
the exemption from licensing 
requirements for an increase in 
the production by 25 per cent 
of the licenced capacity, the 
company has taken steps to 
increase promine production 
from 380 tonnes to 475 tonnes 
per year. Its hydrogenation 
plant has gone into commer¬ 
cial production and is helping 
to relieve the shortage of 
hydrogenated non-edible oils 
required for soap manufacture. 

Considering that Aid con¬ 
sumption constitutes by far the 
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largest ungfe item of cost at 
Mithapur and that coat, be¬ 
sides being totally indigenous 
and, therefore, requiring no 
foreign exchange, is cheaper 
than fuel oil, tnc company is 
ensuring not only that the 
growing steam requirements 
of its expansion programmes 
are fully met but also that steam 
and power generated in the 
most efficient and economical 
manner . With this object in 
view the company is in the pro¬ 
cess of installing another high- 
pressure boiler at a capital cost 
of Rs 5 crores. 

Tata Exports 

India's most modem and 
largest leather finishing factory 
sSet up by Tata Exports Limited 
at Dewas—a backward area 
in Madhya Pradesh, formally 
has commenced production. 
The factory has a capacity of 
producing 13 million sq.ft, of 
finished leather for the develo¬ 
ped markets of the world and, 
when in full production, expects 
to achieve exports valued at 
Rs 10 crores annually. The pro¬ 
duction programme includes 
suede and nuppa garment lea¬ 
ther, buff calf and cowhide 
leather for upholstery and glace 
kid for fashion shoes. Most 
of the sophisticated plant and 
equipment has been imported 
to ensure production of quality 
finished leather to the highest 
international standards. Trial 
orders from Germany, Canada. 
France, Italy, Switzerland, and 
the Scandivanian countries 
have now been received. 

Tata Exports are also in the 
process of setting up a leather 
garment manufacturing unit 
with a capacity of over 120,000 
garments per annum. The 
leather finishing factory will 
supply the special leather re¬ 
quired for the garment unit. 

Kirloskar Oil 

Kirloskar Oil Engines Ltd 
has reported encouraging pro¬ 
fits during the year ended June 
30,1975 with production, sales 
and profits registering substan¬ 
tial improvements over the 
Preceding year. Equity divi¬ 
dend, however, has been redu¬ 
ced to 6.5 per cent from 7 per 
cent paid in 1973-74. Sales 
recorded a handsome rise to 


T*D<5.<53 crores from Rs 113T 
crores while gross profit rose 
to Rs 3.42 from Rs 2.98 crores 
in the earlier year. Out of the 
gross profit the directors have 
appropriated a sum of Rs 89,75 
lakhs to depreciation reserve, 
Rs 3.00 lakhs for development 
rebate reserve and Rs 165.00 
lakhs for taxation as against 
Rs 86.01 lakhs, Rs 10.00 lakhs 
and Rs 115.00 lakhs provided 



net profit after these alloca¬ 
tions worked out to Rs 84.73 
lakhs as against Rs 87.25 
lakhs previously. After ad¬ 
justments a sum of Rs 85,22 
lakhs has been transferred to 
general reserve. 

Despite world recession the 
company's exports fetched Rs 
6.01 crores a phemomcnal 


rise of about 80 per oenf over 
the previous year. The com¬ 
pany has developed a new 
series of medium horsepower, 
light weight, high speed diesel 
engines with relatively low fucj 
consumption. A four-cylinder 
model, first of the series, has 
been successfully developed and 
has been taken up for regular 
production. In spite of the 
recession which is slowing 
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maintain the turnover in the 
current year at the previous 
year’s level. 

Greaves Cotton 

Greaves Cotton and 
Company Limited is going 
ahead full steam with the imple¬ 
mentation of its diversification 
and expansion programmes. 
A new company for the manu¬ 
facture of a range of very 
advanced light-weight indust¬ 
rial diesel engines in collabo¬ 
ration with Lombardini Motori 
of Italy was incorporated in 
May 1975 under the name of 
Greaves Diesels Limited. An 
industrial licence has already 
been issued to this company. 
Land at Aurangabad has been 
acquired and the construction 
of the factory is expected to 
commence in the very near 
future. The government’s 
approval has also been 
obtained for acquiring techni¬ 
cal know-how for the manu¬ 
facture of heavy duty diamond 
core drilling machines in techni¬ 
cal collaboration with Messrs 
Diamond Board of Belgium. 
The production of these drills 
is expected to commence to¬ 
wards the end of 1976. 

In grant Demand 

This heavy duty diamond core 
drills are in great demand by the 
mining industry for exploration 
work and are especially suita¬ 
ble for coal exploration which 
is now receiving top priority 
on account of the energy crisis. 
Applications for industrial 
licence and MRTP clearance 
have been made by the com¬ 
pany for floating of separate 
undertaking in partnership 
with W.K.M. division of 
ACF industries of the USA for 
manufacture of high pressure 
valves for oil field use. W.K.M. 
are one of the leading manu¬ 
facturers of such valves and 
substantial quantities of their 
values are currently being 
imported into the country. 

Greaves Diamond Tools 
Works moved in March 1975 
to its own factory building 
situated at MIDC estate, 
Marol. At the new premises 
better facilities arc available 
for manufacture of all types of 
industrial diamond products. 


TBelmffi cUamonir 

core drills, high pressure 
pumps and drilling equipment 
previously manufactured by 
Greaves Light Engineering 
Division at Reay Road will 
also be taken over by the new 
Marol factory. 

The Greaves Light Engineer¬ 
ing Division’s product range 
has been rationalised. Con¬ 
siderable product development 
has been done without re¬ 
course to foreign know-how, 
the financial benefits of which 
would be reflected in the 
coming years. The recession 
in the textile industry has had 
a adverse effect on the per¬ 
formance of the Paper Products 
Division. 

Special Paper 

In order to diversify its 
product range, this divi¬ 
sion has developed and also 
secured a substantial order 
from the defence department 
for special paper containers for 
packing sophisticated equip¬ 
ment. Efforts were also been 
made to develop better 
containers for various other 
products. The new plant at 
Nasik manufacturing rolling 
cutter rock bits was inaugura¬ 
ted on October 1, 1975. Full 
production will be established 
shortly. A new project divi¬ 
sion has been set up during 
1974-75 and the first project 
taken up is the setting up of a 
spiral welded pipe manufactur¬ 
ing unit for Hindustan Steels 
Limited at Rourkela. This 
project is expected to be com¬ 
pleted by the middle of 1976. 

Roltatainers 

The Rollatainers Lid, has 
declared a maiden equity divi¬ 
dend of 10 per cent following 
excellent performance during 
the year ended June 30, 1975. 
The entire dividend will be free 
of income tax. The company, 
which is manufacturing car- 
tons-in collaboration with 
Esseltepac AB of Sweden, pro¬ 
duced 39 million cartons 
against 36 million last year. 
Production in the current year 
is expected to be 45 million 
numbers. It hopes to achieve 
the installed capacity of 60 
million cartons by 1976-77. 

The company, which offered 


its shares to the public in 
January last year, has introdu¬ 
ced ‘Ceka’ packaging system 
for tea, coffee and beverage 
powders. It is said to be a 
tamper proof system which 
costs less than conventional 
tin and glass containers. 

Sales during the year shot 
up to Rs 2.18 crores and it 
exceeded its previous year’s 
performance by as much as 
Rs 0.86 crore. Gross profit 
too was substantially higher at 
Rs 26.01 lakhs as compared to 
Rs 19.09 lakhs in 1973-74. 
The management is hopeful 
of maintaining its sales and 
profits at satisfactory levels 
during the current year. 

The directors have set apart 
a sum of Rs 4.75 lakhs to 
depreciation reserve as against 
Rs 3.27 lakhs previously, while 
the allocation to development 
rebate reserve was stepped up 
to Rs 82,000 from Rs 79,000. 
The appropriation to general 
reserve amounted to Rs 14.51 
lakhs as against Rs 10.97 
lakhs in the earlier year. 

Syndicate Bank 

The Syndicate Bank is cele¬ 
brating the Pharmacists’ Week 
from November 16 to Novem¬ 
ber 23, 1975 at its branches in 
Bangalore, Madras, Hydera¬ 
bad, Calcutta. Delhi, Bombay, 
Trivandrum, Vishakhapatnam, 
Belgaum, Manipal, Nagpur, 
Panaji, Goa, Ahmedabad, 
Karad and Chandigarh and 
other branches throughout 
India which are in the vicinity 
of Pharmacy Schools/Col leges. 
During this week special facili¬ 
ties will be given to graduates 
and diploma holders in Phar¬ 
macy and others with requisite 
experience approved by the 
Drug Control Administration 
to set up pharmaceutical manu¬ 
facturing concerns, pharmaceu¬ 
tical distribution or retail 
pharmacy shop. 

Graduate Pharmacists or 
diploma holders in Pharmacy 
•who have cultivable land can 
avail of finance for conversion 
of land for cultivating medicinal 
plants, and also to set up pri¬ 
mary processing units for these 
medical plants. Established 
Pharmacists, Druggists or che- 


miS^iS^als^^xpttik^TEw^ 
business through Bank Finance. 
All pharmacists who open an 
account during the week ini 
selected schemes will be eligi¬ 
ble for prizes in a lucky-dip 
conducted for new accounts 
opened. 

IDBI 

The lDBI's operations dur¬ 
ing the quarter July-September 
1975 were marked by increases 
in sanctions of direct assistance 
and refinance of industrial 
loans. The total assistance 
sanctioned amounted to Rs 
75.8 crores compared to Rs 
73.4 crores in the correspond¬ 
ing quarter of the previous 
year. The assistance actually 
utilised was also higher at Rs 
53.2 crores, against Rs 51.0 
crores. 

The sanction of direct assis¬ 
tance increased by 135 per cent 
to Rs 14.5 crores covering 16 
projects, compared to Rs 6.2 
crores covering 11 projects 
during July-September 1974. 
Of the 16 units assisted during 
the quarter, 11 units envisaged 
the setting up of new capacities 
in various industries such as 
sugar, cotton textiles, paper, 
machinery, electrical iransfrm- 
mcr% cast iron pipes and glass 
and glass products. Assistance 
to four projects was for meeting 
the overrun in their protect 
costs and one unit for providing 
a margin for working capital. 

Industrial Loans 

Sanctions under the scheme 
for refinance of industrial loans 
at Rs 37.2 crores were sub¬ 
stantially higher (+114 per 
cent) than the amount (Rs 17.4 
crores) sanctioned in the corres¬ 
ponding quarter of 1974, the 
number of sanctions going up 
to 2227 from 1201. Assistance 
under the Machinery Bills Re¬ 
discounting Scheme amounted 
to Rs 17.9 crores covering 310 
purchaser-users, against Rs 
35.1 crores covering 519 
purchaser-users during July- 
September 1974. 

Total sanctions under export 
assistance amounted to Rs 3.9 
against Rs 12,5 crores. The 
total effective sanctions since 
the inception of IDBI now 
amount to Rs 1,383.3 crores 
(excluding guarantees of Rs 
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“lOcroresj. The total utilisa¬ 
tion of assistance aggregates 
Rs 992.5 crores. 

News and Note* 

One of the highlights at the 
Cfaem 4- Tech’75 Exhibition 
at the National Stadium, Bom¬ 
bay was a picture of Asia's 
largest Rotary Dryer, made 
by Mukaad Ivon and Steel 
Works Ltd,, Bombay. The 
Rotary Dryer recently supplied 
by Mukand to the Southern 
Petrochemical Industries Cor¬ 
poration (SP1C) is 100 feet 
(33m) long and 14.8 (4,5m) 
in diameter and is capable of 
processing 500 tonnes of ferti¬ 
lisers per day. 

The unit, designed by pro¬ 
ject consultants. M/s. HITA¬ 
CHI ZOSEN was fabricated 
in small sections and trans¬ 
ported to the site at Tuticorin, 
and the dryer is now under 
trial operation for a month. 
Mukand's Machine Building 
Division has created facilities 
and acquired skills for speciali¬ 
sed fabrication of chemical 
plants to suit clients process 
requirements. In this area, 
they have design collaboration 
with the P&D division of EC I 
and design assistance from 
many reputed firms like 
HITACHI ZOSEN, LURG1, 
MECON among others. 

The five regional rural banks 
inaugurated on October 2, 
1975 has been registered as 
insured banks with the Deposit 
Insurance Corporation with 
effect from the same date. 
They are Prat Kama Bank in 
Moradabad (U.P.) , Gorakh¬ 
pur Kshetriya Gramm Bank 
in Gorakhpur (U.P.), Haryana 
Kshetriya Gramin Bank in 
Bhiwani (Haryana). Jaipur 
Nagaur Aanchalik Gramin 
Bank in Jaipur 'Rajasthan) 
and Gaur Gramin Bank in 
Malda (West Bengal). The 
Tripura State Co-operative 
Bank Ltd has also been re¬ 
gistered as an insured bank, 

; consequent upon the exten¬ 
sion of the deposit insurance 
Scheme toco-operative banks 
in this state with effect from 
November 1, 1975. 

With the inclusion of the 
above six banks, the deposit in¬ 
surance scheme now covers 610 
insured banks—all the 80 
commercial banks, the five 
regional rural banks and 525 


co-operative banks' "in Ffie" 
states of Andhra Pradesh, 
Madhya Pradesh, Jammu 
and Kashmir, Maharashtra, 
Kerala, Tripura, and the 
union territories of Delhi, Goa, 
Daman, Diu and Pondicherry,. 

Power failure and shedding 
has almost become a routine. 
Keeping in view this difficulty, 
which is more or less of a pren- 
nial nature, German Electric 
Company Inc. has manufac¬ 
tured an electronic portable 
power house which will keep 
lights and fans working when 
the electricity goes off. 

A private Indian company 
has introduced for the first 
time in the country a new plant 
nutrient, Agromin, which is 
claimed to raise yield by 20 
percent. 

The manufacturers, Aries, 
Agro-Vet Industries Pvt Ltd., 

have carried out extensive 
research and successful trials 
of the product in Karnataka, 
Maharashtra, Andhra Pradesh 
and Punjab in the last kharif 
season. Agromin is suitable for 
a wide range of application 
for fibre crops, cereals, planta¬ 
tions. oilseeds, spices. fruitN 
and vegetables. 

New Issues 

Punjab Con-Cast Steels Ltd, 
has been promoted by the 
Punjab State Industrial Deve¬ 
lopment Corporation Limited, 
a company wholly owned by 
the Punjab government and 
Messrs Oswal Woollen MilU 
Limited, have been taken as co¬ 
promoters in the project. The 
company was incorporated on 
June 27,1970 as a public 
limited company and a certifi¬ 
cate of commencement of busi¬ 
ness was obtained on July 29. 
1970. The immediate object 
of the company is to set up a 
factory for themanufacture of 
mild, high carbon and spring 
steel billets by continuous cast¬ 
ing process. 

An industrial licence has 
been issued to the company 
by the government of India 
for the establishment of 
this new industrial under¬ 
taking for carying on business 
for the manufacture of 50,000 
tonnes of steel billets at 
Ludhiana. The company is in 
commercial production since 
December 19, 1973, when its 
first furnace was commissioned. 


Tfie nseconff”Tumace “Kas^ afso" 
been commissioned since April 
4, 1974. 

The company has an authori¬ 
sed capital of Rs 2.50 crores 
and an issued, subscribed and 
paid-up capital of Rs 60 lakhs. 
Die company is now offering 
to the public 5,80,000 equity 
shares of Rs 10 each for cash 
at par. The subscription list 
for this fully underwritten 
issue opens on November 21, 
and will close on December 
2 or earlier but not before 
November 24. 

On the basis of demand for 
steel in the country and in the 
absence of unforeseen circum¬ 
stances the directors are of the 
opinion that the profits to 
be earned by the company 
should be sufficient to enable 
the company to pay a dividend 
within a reasonable period. 

Capital and Bonus 
Issues 

The union government has 
granted consent to five com¬ 
panies to raise capital. The 
details are as follows : 

Sree Meenakshi Sundaram 
Textiles Limited, Bangalore: 

To capitalise Rs 45 lakhs (in¬ 
clusive of the capital already 
raised) in 4.5 lakhs equity 
shares of Rs 10 each for cash 
at par out of which shares 
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ivorih ks 22.05 uutns Wilf oe 
offered to the public by a 
prospectus. The purpose is 
to implement the manufacture 
of cotton yarn. 

Arana Sugars Limited, 
Madras. To issue 50,000 
equity shares of Rs 10 each at a 
premium of Rs 2 per share to 
be issued to the ICICI Ltd. in 
conversion of a part of their 
existing loan amounting to Rs 
40 lakhs. 

Gayday Iron and Steel Com¬ 
pany Limited, Calcutta: To 
issue equity shares worth Rs 
35 lakhs to be issued to the 
1DBI, at par, in conversion of 
their existing loan of the life 
amount. 

Nagar Hills Tea Company 
Limited Calcutta: To capita¬ 
lise Rs. 4 lakhs out of its 
general reserves and issue fully 
paid equity shares of Rs 10 
each as bonus shares in the 
ratio of two bonus shares for 
every three held. 

Karam Chand Thapar and 
Bros.. Limited, Calcutta: To 
issue registered debentures 
worth Rs 35 lakhs carrying 
interest at the rate of 10.5 
per cent (subject to tax) to be 
issued privately al pur for cash. 
The proceeds will be utilised 
for the repayment of deposits/ 
loans so as to bringthem within 
the limits prescribed by the 
Reserve Bank. 


Dividends 


Name of the Company Year ended 


Equity dividend dec¬ 
lared for 


Current 

year 


Previous 

year 


Higher Dividend 

International Com- 


puters 

September 30, 1975 

11.0 

6.0 

Great Eastern Shipp¬ 





ing 

March 31. 1975 

36.0 

12.0 

Mettur Beardscll 

Maich 31, 1975 

25.0 

12.0 

A.V. Thomas (India) June 

30. 1975 

12.0 

4.5 

Vidurbha Paper 

June 

30. 1975 

8.0 

5.0 

Spencers 

June 

30, 1975 

12.0 

11.0 

Consolidated Coffee 

June 

30. 1975 

20.0 

12.0 

Jayant Paper 

June 

30, 1975 

15.0 

8.0 

Same Dividend 





Jeypore Sugar 

June 

30, 1975 

12.0 

12.0 

Kaycee Industries 

June 

30, 1975 

7.5 

7.5 

Nclliampathy Tea 

June 

30, 1975 

12.0 

12.0 

Rajagiri Rubber 

June 

30, 1975 

9.0 

9.0 

Neelamali Tea 

June 

30, 1975 

Nil 

Nil 

Jayshree Chemicals 

March 31, 1975 

Nil 

Nil 

Reduced Dividend 





Southern Steel 

May 

31, 1975 

7.0 

10.0 
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Incentives for 
industries 

The government announced 
on November 13, 1975, a 
package of measures to stimu¬ 
late production in certain vital 
sectors of the industry within 
the overall framework of con¬ 
tinued emphasis on fiscal and’ 
monetary disciplines. 

After a careful review of the 
existing industrial situation, 
the government has come to 
the conclusion that problems 
facing some industries can¬ 
not be dealt with effectively 
through adjustments in excise 
duties in the remaining part 
of the current year. Wherever 
possible, the emphasis will 
be on stimulating production 
through higher investment and 
increased exports. 

Stimulating activity 

One of the major decisions 
announced relates to stimulat¬ 
ing building activity in the 
country. Construction activity 
in the public sector enterprises 
will now be allowed to go 
ahead as long as there is no 
draft on the central budget. 
Government buildings, whose 
construction had already star¬ 
ted, but was held up for want 
of funds, would be completed 
on a priority basis. Residential 
accommodation for low income 
groups and staff employed in 
essential services, where build¬ 
ing construction has already 
commenced, will also be push¬ 
ed through on a priority basis. 

In addition to these measures, 
the Housing and Urban Devel¬ 
opment Corporation (HUDCO) 
has been permitted to have 
access to additional funds from 
commercial banks amounting 


to Rs 10 crores to step up con¬ 
struction activity for middle 
and low income groups. All 
these measures are expected 
to improve the offtake of steel, 
cement and other construction 
materials and create employ¬ 
ment. 

Additional amount of Rs 
10 crores will be provided from 
the central budget for expendi¬ 
ture on urban mass transporta¬ 
tion system-during the current 
financial year. The decision 
has been taken to improve the 
public transport system and at 
the same time give an impetus 
to the commercial vehicles 
industry. 

Realistic pricing 

About textile industry, the 
government attaches consider¬ 
able importance of efforts to 
persuade the industry and trade 
to pursue more realistic pric¬ 
ing policies. This would ease 
the sluggish tendencies in 
offtake, particularly of medium 
and coarse varieties. 

The government has deci¬ 
ded to take further steps 
immediately to facilitate 
clearance of the stocks of con¬ 
trolled cloth remaining un¬ 
lifted as on October 31, 1975. 
Stocks produced after that 
date would continue to be 
distributed on the present 
pattern. But in the event of 
cooperative agencies not lifting 
the allocated cloth within 15 
days, mills would be free to 
distribute controlled cloth 
through their own outlets. 

These measures will ensure 
that stocks of controlled doth 
do not cast undue financial 
burden on the industry and that 
controlled cloth reaches the 
consumer with minimum delay 
due to distributional con¬ 
straints. 

The government has also 
decided that an export-oriented 


modernisation programme for 
tne textile mills as a whole 
should be worked out imme¬ 
diately. 

Since a number of industries 
producing consumer durables 
are facing problems of adjust¬ 
ment consequent on changes 
in demand patterns, an inter- 
ministerial group has been set 
upto devise ways and means 
to assist these industries in 
rehabilitation through diversi¬ 
fication. This is to ensure that 
the slack in the demand for the 
products of these industries 
does not accentuate the pro¬ 
blem of unemployment. 

The government expects 
that as a result of cash assis¬ 
tance scheme for export of 
jute carpet backing announced 
recently, the export demand 
for jute goods is likely to pick 
up. Moreover, the domestic 
demand for sacking is also ex¬ 
pected to improve in the wake 
of a bumper kharif crop. 

Since the government is a 
major buyer of sacking in the 
country, a proper planning and 
phasing of government orders 
would make a significant con¬ 
tribution to the solution of the 
problem of stock accumulation 
in the jute industry. Neces¬ 


sary steps are being taken to 
that end. 

The government has ruled 
out any relaxation in the pre¬ 
sent fiscal and monetary disci¬ 
pline. However, in order to 
stimulate investment in certain 
priority sectors, the Reserve 
Bank has asked commercial 
banks to show greater interest 
in term lending. Where exces 
capacity exists, but cannot be 
put into immediate use dome¬ 
stically, encouragement would 
be given to provide for outlets 
through exports. 

To further improve the capi¬ 
tal market, the government has 
decided to relax conditions for 
the bonus issues. At present 
the guidelines on the issue of 
bonus shares envisage that 
between two successive 
announcements of bonus 
issues there should be a time 
lag of 40 months and that the 
company can make a further 
application for bonus issue 36 
months after the s^rip in res¬ 
pect of the last bonus issue is 
listed on the stock exchange, 
or after the completion of the 
despatch of share certificates. 
The government has decided 
that the time lag may be redu¬ 
ced from 40 months to 24 
months and from 36 months 
to 12 months respectively. 
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DEFENCE OFFERS 
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TO Industrialists & Entrepreneurs 

THROUGH Indigenous supply of thousands of 
Defence items displayed at Ordnance Sample 
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at Sample Room 
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Foreign collaborations 

During the quarter July-September this year, 67 cases of foreign collaboration were approved. Out of these, 58 cases involved 
technical collaboration and 9 were for financial participation. The collaborating countries were Belgium, Canada, Federal Republic 1 
of Germany, France, Czechoslovakia, Hong Kong, Italy, Bermuda, Japan, Swecden, Switzerland, the UK and the USA, 


SI. No. Name of the Indian company Name of the foreign collaborator Item of manufacture 


1. Mr Amit Kar, 

14, Circuit House Area, 
East, Jamshedpur-831001. 


2. Mr J.R. Daryani, C/o 
(F) Jaypee Electronics. 

69, Rashtrapathi Road, 
Secunderabad-500003. 
(Composite Case) 


3. M/s. Hindustan Paper Corpn. 
Limited. D-44, NDSE Part II, 
New Dclhi-49. 

4. M/s. Punjab State Industrial 
Development Corporation Ltd., 

S.C.O. 54-56/Sector 17-A, 

Post Box No. 81, 

Chandigarh-160017. 


5. M/s. Amar Dye-Chcm Ltd., 
Rang Udyan, Sitladcvi Temple 
Road, Mahim, Bombay-16. 


6. M/s. Indian Tube Company 
Ltd., 43, Chowringhce Road. 

Calcutta-16. 

7. M/s. Bharat Fritz Werner 
(P) Ltd., N-78, 

Connaught Circus, New Delhi-1 
(Composite Case). 

8. M/s. Indian Precision 
Engineers, ‘Gurusannidhi’ 

Shankarapark, 

Bangalore-560004. 

9. M/s. Shree Valiabh Glass Works Ltd, 
Anand Sojitra Road, Valiabh Vidya- 
nagar, (Gujarat). 

10. M/s. Statfield Equipments Pvt. Ltd., Plot 
No. 2 % S. No. 132/B, Ganeshkhind Road, 
Poona-411007. 

11. M/s. Steel Plant Pvt. Ltd. ‘SMvaenumh, 
205, Dr. A. Besant Road, Worli, Bombay- 
400018. 

12. M/s. Decpak Industries Ltd., 62, Hazra 

Road, Calcutta-700019. 


4 F’—Indicates cases involving 


India-Belgium 

M/s. Emile Aerts Kiein 
Bijgaardcstraut, 

27, 1600 Sint-Pieters-ljceuw, Brussels, 
Belgium. 

India-Bcrmuda 

M/s. Happy Investment 
Corporation Ltd,, 

Hamilton, Bermuda. 


India-Canada 

M/s. Sandwcl and 
Company Vancouver, 

Canada. 

M/s. Safety Comforts 
Co. Ltd.. 

Post Box 333, Station 
‘Wcstinount* Montreal, 

215 Quebec, Canada. 

India-Czechoslovakla 

M/s. Polytechna Panska 
UL, 6 Prahal P.O.B. 834, 
Czechoslovakia. 

India-Federal Republic of Germany 

M/s. Manncsmann-Meer-AG. FRG. 

M/s. Fritz Werkzeugmaschincn 
GmbH, FRG. 


M/s. Maschmenfabrik 
Monninghnflf, 4630 Bochum, 

Federal Republic of Germany. 

M/s. Reinfenluiuser K.G. Maschincnfub- 
brik, 521, Iroisdorf, Postfach 1345, 
Federal Republic of Germany. 

M/s. Ernst Mueller K.G., 7057 Winnen- 
den 6, Postfach 22<>. f'.R.CI. 


Shock Absorber and allied components 

Tomato Paste. 

Newsprint Project. . 

Safety shoes. 

Antioxidant 6 for rubber (Rubber 
Chemicals). 

Seamless Tubes. 

Spline Shaft Grinders. 

Electro Magnetric Clutch Brake and 
Allied Equipment. 

Polyvinyl Butyral Foil. 

Electrostatic Painting Equipment. 

Recuperators. 


M/.s. GEFI, Ges F. Industriewarme Gm¬ 
bH, 415, Krcfcid, Federal Republic of 
Germany. 

M/s, Zahnraderfabrik Renk, Akliengesell- Torsion Shafts and Diaphragm Coup- 
shaft, 8900, Augsburg, 2, FRG. lings. 

financial participation also. 
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SI. No. Name of the Indian company Name of the foreign collaborator Item of manufacture 

13. M/s. Co]our-Chem Limited, Ravindra M/s. Wacker-Chemie GmbH, FRG. Acrylic Esters. 

Annexe, Dimhaw Vachha Road, 194, 

Cburchgatc Reclamation, Bombay- 
400020. (Composite Case). 

14. The Chairman-Cum-Managing Director, M/s. Clouth of FRG. Vulcanising Station for reconditioning 

Neyveli I .ignite Corpn. Ltd., P.O. Neyveli, of the Rubber Belts. 

South Areot Dislt. Tamil Nadu. 

15. M/s. Shri Ramakrishna Sihi Limited, 24, M/s. Sihi GmbH and Co. FRG. Industrial Pumps. 

(F) A.T.T. Colony, Coimbatore-641018. 

(Composite case) 

16. M/s Pioneer Electric Furnace Manufac- M/s. Otto Junker GmbH, Federal Electric Furnaces and Heat Treatment 

turcTS, GIDC Industrial Estate, Vithal Republic of Germany. Furnaces. 

Udyognagar, Vallabh Vidyanagar-388120. 

17. M/s. Bharat Fritz Werners Pvt. Ltd., Peenya, M/s. Hermann Koel, Maschinenfabrik Gear Grinder 

Bangalore-22. GmbH Koclin, Federal Republic of 

Germany. 

18. Mr D.R. Sondhi, N-17, Punch Shi la Park, M/s. Wcrkzeug-Union GmbH, DWH, Hand and Cutting Tools. 

New Delhi-110017. 56 Wuppertal 12, Hastener Str. 4-8 FRG. 

19. Mr Brij Raj Kumar, State Bank Building M/s.C. Conradty Nurenberg 8500Neren- Extruded Carbon products. 

(2nd Floor), Chandni Chowk, berg Post Bag No. 480, Federal Republic 

Delhi -110006. of Germany. 

India-Fraoce 

20. M/s. Engineering Projects India) Ltd., 9th M/s. Stein Surface, France, Re-heating and Heat Treatment Fur 

Floor, Himalaya House, Kasturba Gandhi, naces. 

Marg, New Delhi. (Composite Case). 

21. M/s. Industrial and Allied Chemicals, M/s. Napthachimie. SA 203, Rue Due Polybutene. 

National House, 6, Tulloch Road, Foubourg, Saint Honore, Paris VIII, 

Bombay-1. France,. 

lndia-Hong Kong 

22. M/s. Cosmos Marine Products (Pvt.) Ltd., Non-Resident Indians and foreign natives 
(F) (Proposed to be set up by Mr. S.S. Vasan of from Hong Kong. 

Hong Kong and others) Mr. S.S. Vasan, 

Flat D-11, 3/F Tat Chow House Quarry 
Bay Street, Hong Kong. 

Indla-Itnly 

23. M/s. British Physical Laboratories India M/s. Selenia Industries Electroniche Asso- Powerline Protective Relay equipment 
(P) Ltd. Mahatma Gandhi Road, Bangalore- ciate, S.P. A., P.O. Box 7083 00,100 Rome, and Power System Data Transmission 

560001. Italy. equipment. 

24. M/s. M.V. Gokran, D/22, Ganesh Prasad M/s. Wonder SPA, Via, Rozario, 85, Automobile tyre and lubes valves. 
Sleater Road, Bombay 400 007 t 85 Cremona, Italy. 

25. M/s. Hindustan Brown Bovcri Ltd., Brown, M/s. SPACostruzzioni Elettromechaniche Medium Tension Minimum Oil Cir- 

Bovcri House, 264/265, Dr. Annie Besant (SACE) Bergamo, Italy. cuit Breakcis. 

Road, Bombay-400025. 

26. M/s. Swaslik Bansidhar Engineering Pvt. M/s. Meccanotessile S.P. A. 22100 COMO Fully Automatic Rotary Screen Printing 

Ltd., Ahmcdabad-380008. Via Pannilani 1, Italy. Machines. 

India-Japan 

27. Mr Balvir Singh, 120-B, Manichtolla M/s.Daido Steel Co. Ltd., Nakaku, Alloy Iron Castings and High Alloy 

Main Road, Calcutta-54. Nagoya. Japan. Steel Castings. 

28. M/s. Jndo Nippon Precision Bearing M/s. Koyo Seiko Co. Ltd., Special Ball Bearings. 

Ltd., Moila Ali, Andhra Pradesh. Osako, Japan. 

29. Mr M. S. Nagappa, I—2— 593/8 M/s. Nippon Electric Co. Ltd., 33-1 Reed Relay. 

Domaiaguda, Hyderabad-500029. Shiba Coeheme, Minato-Ku Tokyo, 

108-Japan. 

30. Mrs. Shashi Kumar, 2, Park Road, Dehra- M/s. Okaya Electric Industries Co. Ltd., Plastic Film Capacitors. 

dun. Japan. 

31. Mr Vasantrao Oak, 39-D, Kamala Nagar. M/s. Siboley Co. Ltd., 878, Hojo. Daito. Aerosol Products. 

Delhi. shi Osaka, Japan. 

<F—Indicates cases involving financial participation also. 
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Settingup a modern plant for fish 
processing and allied activities for 
exports. 




Foreign collaborations— Cotitd. 


SJ. No. Name of the Indian company Name of the foreign collaborator Item of manufacture 

32. The Indian Tool Manufacturers Ltd., 101, M/s. Sumitomo Electric Industries Ltd., Sintered Caibidc Products and Tools. 

Sion Road, Sion Bombay-400 022. Sintered Alloy Division, 1, 

Miyahigashi, Koya, Itami 664 (Japn). 

fttdia-Sweden 

33. M/s. K.P. Gopinath, Industiial Consultant, M/s. Svenska Dataregister, Slockolm. Cash Registers. 

(F) Krishna Vilas, Thycaud, Trivandrum, Sweden. 

Kerala State-695014. 

India-Switzerland 

34. Messrs Krebs Engineering Private Ltd., M/s. Krebs and*Co. Ltd., Zurich, 20 Caustic Soda plants. 

42/8, Gilchrist Avenue, Harrington Road, Claridenstrasse 8002, Zurich, Switzerland. 

Madras-600 031. 

35. M/s. S.R. Pophale, C/o Electronica. 2136, M/s. Industrial Electronics Ltd., Laussane, Spark Erosion Machines. 

Vijayanagar Colony, Poona-411030. Postfach 65-5678, Switzerland. 

36. M/s. Lakshmi Machine Works Limited M/s. Rieter Machine Works Limited, Sliver and Ribbon Lap Machines. 
Perianaickenpalayam, S.R.K.V. Posf, Winterthur, Switzerland. 

Coimbatore-641 020. 

India-United Kingdom 

37. M/s. Indian Tube Co. Ltd., 43, Chowringhce M/s. Setpoint Ltd., Ingate Palace, Seamless Tubes. 

Road, Calcutta 700016. London. 

38. M/s. Empiie Dyeing and Manufacturing M s. J.H. Carrut hers and Co. Ltd.. UK. Monobox Cranes. 

Co. Ltd., (Garlick Engineering Division) 

414, Senapati Bapat Marg, Bombay- 
400013. 

3V. M/s. Andrew Yule & and Co. Ltd., 8, The Wallacetown Engineering Co. Ltd., Air Circuit Breakers, Transformer 
Clive Row, Calcutta-1. AYR (Scotland), UK. Panels and Lighting Transformers. 

40. M/s. Dunlop India Ltd., Dunlop House, M/s. Dunlop Ltd.. St. James’s House, Aero Tyres and Tubes. 

57B MirzaGhalib Street, Calcutta-700016. 23-24, King Street. London SWIY. UK. 

41. M/s. Dunlop India Ltd., Dunlop House, M/s. Dunlop Ltd., St. James's House, Off-the-road Tyres and Tubes. 

57 B, MirzaGhalib Street, Calcutta-700016. 23-24 King Street, London SWIY. UK. 

42. M/s. Hindustan Lever Ltd., Hindustan M/s. Albright and Wilson Ltd., 1- Knight- Industrial Phosphates (Sodium Tripo- 

Lever House, 165/166, Backbay Reclama- sbridge Green. London SW1, UK. lyphosphate). 

lion. Bombay-20. 

43. M/s. Indo-Getman Shoe Machine Co. Pvt. M/s. USMC International Ltd., British Leather Tanning and Leather process- 
Ltd., 107, Government Industrial Estate, United House, Belgrave Road, Jnecesier ing machinery. 

Kandivli (West) Bombay-400067. LE-4 5BX, England (UK.). 

44. M/s. Chloride India Ltd., Exide House, 59E M/s. Chloride Group Ltd., 52 G/osvenor Slo/agc Bat tries. 

Chowringhec Road, Calcutta -700020. Gardens, London SWIW QAH, UK. 

45. M/s. Indian Oxygen Ltd., Oxygen House, M/s. British Oxygen Co. Ltd. London Semi automatic and automatic Arc 

P 34 Tar at ala Road, Calcutta-700053. West (UK.) Welding equipments. 

Bengal. 

46. M/s. English Electric Co. of India Ltd., M/s. Marconi Instruments Limited, Impedance Bridges. 

D-3, Gillandcr House, 8, Netaji Subhas UK. 

Road, Calcutta-1. (Composite Case). 

47. M/s. U.P. Shock Absorbers Ltd., B-19, M/s. Woodhcad Manufacturing Co., P.O. Automobile Shock Absorbers. 

Defence Colony, New Delhi. Box No., 4, Moorcroft Works, Dorsett, 

Yorkshire, UK. 

48. M/s. Hari Brothers Pvt. Ltd., 4, Scindia M/s. Man Marble & Granite Co. Ltd., Polished Granite Memorials. 

(F) House, New Delhi-110001. Monumental Works, Peal Road, Douglas, 

ISLE OF MAN, UK. 

49 M/s. L.C.M. Advanced Lubricants (Pvt.) M/s. Recol Ltd., Recol House, Swilling- Advanced Lubricants. 

Ltd., ‘Kanji Mansion’ 313, Sardar V.P.. ton, Leeds, UK. 

Road, Bombay 400004. 

50. M/s. International Conveyors Ltd., 103, M/s. BBA Group Company, P.O. Box PVC Fire Resistant conveyor belting. 
Park Street Calcutta -700016. 38, Clekheaton, DB 19 3UJ, Yorkshire, 

England. 

*F_Iadicates cases involving financial participation also. 
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Foreign Collaborations- *C<wi td. 


SI. No. Name of the Indian company Name of ihe foreign collaborator Item of manufacture 


51. 


52. 

53. 
' 54. 

55. 

56. 

57. 

58. 

59. 

60. 

61. 

(F) 

62. 

’ 63. 

64. 

(F) 


65. 


66 . 

67. 

(F) 


M/s. Power Build Pvt. Ltd., Anand Sojitru 
Road, Vallabh Vidyanagar 388129, Dislt. 
Kaira (Gujarat). 


M/s. Hindustan Photo Filins Manufactur- 
ring Company Ltd., Indu Nagar, 
Ootacamund-5. 

M/s. Hindustan Photo Films Mfg. Co. 
Ltd., Indu Nagar, Ootacamund- 643005. 
M/s. Mining & Phosphate Co. B-l, In¬ 
dustrial Area Adityapur (Jamshedpur), 
Bihar. 

Mr. Lochan Mohan, Proprietor: M/s. 
Portex Electric Conti ols, F-5, Naraina, 
New Delhi-110028. 

M/s. Engineering Projects (India) Ltd.. 
Himalaya House, Kasturba Gandhi Marg, 
New Delhi-110001. 

Mr Jayanl Patel, 12-A, Chakraberia Road. 
North, Calcutta-20. (C omposite Case). 

Mr K.C. Shah, 4, Kirii Kunj, 14th Road, 
Khar Bombay-52. 

Mr Prem Nath, D-l/10, Vasant Vihar, 
New Delhi. 

M/s. ELFL & Investment Pvt. Ltd., 3rd 
Moor, Yusuf Building, Veer Naiitnan Road, 
Fort, Bombay-1. 

M/s. D. Vijayaraghav & Sons, 767, 36th 
CVoss, IV T Block Jayunagur, Bangalore- 
560011. 

Mr R. Prabhasa Raya Reddy, D-12, 
Industrial Estate, Ambattur, Madras- 
600058. 

M/s. Engineers India Ltd. 4/Parliament 
Street, New Delhi-110001. 

M/s. Khita Steel Works (P) Ltd., Khira 
Bhavan, Sandhurst Bridge, Bombay-7. 
(Composil c Case). 

M/s. Mark Electronics Pvt. Ltd., 232, D.N. 
Road, Foil, Bombay-400001. (LPZ Case). 

M/s. tndosil Limited, Neville House, 
Currimbhov Road, Ballard Estate, Bombay- 
400038. (EPZ Case). 

M/s. RMT Drill (Pvt.)* Ltd. Pollachi 
Road, Malumachampatti Post, Coimba- 
loie-641021. 


M/s. Industrial Magcnts Ltd. ‘Unimag Electromagnetic and Permanent Mag- 
Works’ Enfield Industrial ['state, Redditch, nelic Separators and accessories. 
Worcestershire, l)K. 

India-United States 

M/s. Dupont, Wilmington, Delaware, Medical X-ray film. 

USA. 


M/s. E.l. Du Pont DE Nemours and Processing Chemicals. 

Company, Wilmington, Delaware. USA. 

M/s. Tennessee Valley Authoiity Muscle Elemental Phosphorus and Phosphoric 
Shoals, Alabama-35660, USA. Acid. 

M/s. Portage Electric Products Inc.. 7700 Thermal Protectors. 

Freedom Ave N.W. North Canton, Ohio 
44720, USA. 

M/s. Wean Unitea Inc., Pittsburgh, Processing Lines, Allied Equipment 
Pennsylvania, 15222, USA. & Rolls etc. 

M/s. Photochem Industries, USA. Electronic Components. 

M/s, Hoover—NSK Bearing Co., P.O. Integral Shaft W'aler Pump Bearings, 
Box 1507. 5400 South State Road, Michi- Water Pump assembly and other special 
gan, 48106, USA. automotive bearings. 

M/s. Electro Universal Co. Los Angles, Melamine Tablewares etc. 

California, USA. 

M/s. Ramuda International Inc. Phoenix, Setting up a hotel. 

Arizona, USA. 


M/s. Adamas Carbide Corporation, Kenil- Haid Mclals& Hard Metal Products, 
vvorlh. New Jersey-07033, USA. 

M/s. Glastrusions INC, 1760 Crenshaw Extruded glass reinforced plastic sec- 
Boulevard, Torrance, California 90501, lions rods and profiles. 

USA. 

M/s Crest Engineering Inc., Tulsa. Back-up consultancy services in 
Oklahoma, 74101, USA. connection with the Bombay High 

(phase 1) project. 

M/s. Asia Development Corporation, Freight Container (Shipping). 
California, USA. 

M/s. Macro Products Corpn. 3110 E. Memory Drives Controllers, Printed 
Wilions St., Long Beach, California Circuit Assemblies. 

90806, USA. 

M/s. Perkins Inc., Santa Anna, California. Electronic Watch Modules. 

USA. 


M/s. Chicago Pneumatic Tool Co., Chica- Water well drills and blast hole drills, 
go Pneumatic Building, 6 East 44th Street, 

New York, USA. 


ABSTRACT 

1. Approvals involving financial participation 9 

2. Approvals involving only technical collaboration. 58 


Total 67* 


* including:-Composite cases 
EPZ cases 
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What did he say ? 

What did he mean? 

Posstbly because central ministers are currently under great pressure to spawn bright 
new ideas every day for the good of the people and the greater glory of the govern¬ 
ment, Mr T.A. Pai. inaugurating a symposium in New Delhi on “The role of banks in 
implementing the prime minister's economic programme," delivered himself of the 
suggestion that there should be a statutory ban on the lending of banks in urban areas 
so that more funds could be diverted to the rural sector. It is doubtful that more non¬ 
sense could have been uttered in fewer words. It goes to the credit of the minister for 
industry, however, that within twenty-four .hours or so he realized that, even if he 
might not eat his words, he could not leave them just as they were. 

A revised version provided to the newspapers has claimed that what Mr Pai really 
had in mind was that banks should themselves “impose a voluntary ban*' on incremental 
lending in urban areas to divert more funds to the rural sector. The amended proposal, or 
the clarification, as the minister seems to prefer to call it, possesses one advantage over 
the observation originally attributed to him. It contains more words and to this extent 
the content of nonsense in its stands diluted in a manner of speaking. Nevertheless, 
the mischief of Mr Pai's way of looking at the banking system’s obligations towards 
various sectors of the economy could still be enormous. This would be all the more so 
because Mr Pai himself was a leading banker before he started being many things else 
and his views on the functioning of banks, however outrageous in themselves, may still 
be capable of commandinga hearing. In view of this it would hardly be possible to be 
too harsh on Mr Pai for his obviously populist pronouncement. 

We may therefore start by sayingthat. if there is at all to be a ban. statutory or volun¬ 
tary on anything, consideration should be given at the earliest to banning ministers of 
the government, particularly cabinet ministers, delivering themselves of obiter dicta on 
matters of policy which not only belong primarily in the jurisdiction of ministers other 
than their own but with regard to which the concerned ministries have taken or are 
taking decisions or action in the normal course of government business. Only a few 
days before Mr Pai shed his pearl of wisdom, the Reserve Bank of India had 
announced guidelines or even a few directives for bank lending during the current busy 
season. It had done so after taking a vietwof the probable credit needs of the various 
areas of the economy which are dependent on the banking system and the resources 
which may be available with the banks or may be made available to them for serving 
those needs. In addition, this credit policy as framed by the Reserve Bank, has also tried 
to reconcile the demand in the economy for credit expansion with the government’s 
basic policy of maintaining an anti-inflationary regimen of monetary discipline. If 
Mr Pai’s words, even as clarified by him, were to be taken at their face value, such 
exercises on the part of the Reserve Bank of India could easily be discarded overnight. 

When the minister suggests that banks’ “incremental lending" should be confined to 
the rural sector, he is actually demanding that a ceiling be placed at the existing level 
on the volume of bank-lending to what he probably has more precisely in mind, namely, 
the large-scale industrial sector. Mr Pai has not said what the duration of this freeze 
should be, but the presumption could reasonably be that he wants something like an 
indefinite freeze that lasts at least as long as it takes to satisfy him that t he banking system 
is fully meeting the credit needs of the rural economy of the country. A proposal of 
this kind becomes particularly preposterous when it comes from one who happens to 
wear the hat of the minister for Industry. Wc need not waste our readers’ time by going 
into the numerous absurdities of Mr Pai’s position, and, as for Mr Pai himself, 
we have a Suspicion that he is by now fully conscious of the enormity of his lapse on 
this occasion. 

The Delhi Transport Corporation, which nowadays seems to be labouring 
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What did he say ? 

What did he mean? 

Possibly because central ministers are currently under great pressure to spawn bright 
new ideas every day for the good of the people and the greater glory of the govern¬ 
ment, Mr T.A. Pai, inaugurating a symposium in New Delhi on “The role of banks in 
implementing the prime minister's economic programme.” delivered himself of the 
suggestion that there should be a statutory ban on the lending of banks in urban areas 
so that more funds could be diverted to the rural sector. It is doubtful that more non¬ 
sense could have been uttered in fewer words. It goes to the credit of the minister for 
Industry, however, that within twenty-four .hours or so he realized that, even if he 
might not eat his words, he could not leave them just as they were. 

A revised version provided to the newspapers has claimed that what Mr Pai really 
had in mind was that banks should themselves “impose a voluntary ban” on incremental 
lending in urban areas to divert more funds to the rural sector. The amended proposal, or 
the clarification, as the minister seems to prefer to call it, possesses one advantage over 
the observation originally attributed to him. It contains more words and to this extent 
the content of nonsense in its stands diluted in a manner of speaking. Nevertheless, 
the mischief of Mr Pai’s way of looking at the banking system's obligations towards 
various sectors of the economy could still be enormous. This would be alt the more so 
because Mr Pai himself was a leading banker before he started being many things else 
and his views on the functioning of banks, however outrageous in themselves, may still 
be capable of commanding a hearing. In view of this it would hardly be possible to be 
too harsh on Mr Pai for his obviously populist pronouncement. 

We may therefore start by saying that, ifthcrcisat all to be a ban, statutory or volun¬ 
tary on anything, consideration should be given at the earliest to banning ministers of 
the government, particularly cabinet ministers, delivering themselves of obiter dicta on 
matters of policy which not only belong primarily in the jurisdiction of ministers other 
than their own but with regard to which the concerned ministries have taken or are 
taking decisions or action in the normal course of government business. Only a few 
days before Mr Pai shed his pea r l of wisdom, the Reserve Bank of India had 
announced guidelines or even a few directives for bank lending during the current busy 
season. It had done so after taking a vie\wof the probable credit needs of the various 
areas of the economy which are dependent on the banking system and the resources 
which may be available with the banks or may be made available to them for serving 
those needs. In addition, this credit policy as framed by the Reserve Bank, has also tried 
to reconcile the demand in the economy for credit expansion with the government’s 
basic policy of maintaining an anti-inflationary regimen of monetary discipline. If 
Mr Pai’s words, even as clarified by him, were to be taken at their face value, such 
exercises on the part of the Reserve Bank of India could easily be discarded overnight. 

When the minister suggests that banks' “incremental lending” should be confined to 
the rural sector, he is actually demanding that a ceiling be placed at the existing level 
on the volume of bank-lending to what he probably has more precisely in mind, namely, 
the large-scale industrial sector. Mr Pai has not said what the duration of this freeze 
should be, but the presumption could reasonably be that he wants something like an 
indefinite freeze that lasts at least as long as it takes to satisfy him that the banking system 
is fully meeting the credit needs of the rural economy of the country. A proposal of 
this kind becomes particularly preposterous when it comes from one who happens to 
wear the hat of the minister for Industry. We need not waste our readers' time by going 
into the numerous absurdities of Mr Pai’s position, and, as for Mr Pai himself, 
we have a suspicion that he is by now fully conscious of the enormity of his lapse on 
this occasion. 

The Delhi Transport Corporation, which nowadays seems to be labouring 



even more enthusiastically to educate 
people than to carry them, sports an edict 
on the behinds of its buses exhorting peo¬ 
ple to talk less and work more. Mr Pai 
is already a hard-working minister and 
it would be pointless to suggest that he 
works more. But he is also a minister 
who talks a great deal and there may 
therefore be some use in calling his atten¬ 
tion to the other part of the DTC message. 
This is not to deny that Mr Pai’s involve¬ 
ment in the progress and welfare of the 
rural sector is large and genuine, but there 
is surely no need for him to try to vindicate 
his concern for the proper servicing of 
the credit needs of agriculture or other 
rural economic activity by taking up 
extreme positions which must hurt his 
credibility. 

Even his famous clarification maintains 
that the banking system should lend more 
to the rural sector at the expense of the 
urban areas because so lar it has been 
doing the exact opposite. He has alleged 
that banks are actually draining agri¬ 
cultural or rural savings by diverting de¬ 
posits mobilized by their rural branches 
to the urban branches, which then proceed 
to lend those funds to industrial or other 
urban borrowers. It is extremely impor¬ 
tant to find out how-well founded this 
assumption is. As it is, there is no 
evidence to suggest that there is any such 
major movement of funds, through the 
agency of the banking system, from pro¬ 
ductive utilization in agricultural or other 
rural economic activity to the financing of, 
credit needs in urban areas. Between 
June 1969 and June 1974, for instance, 
“rural” deposits of commercial banks 
went up from Rs 145 crores to Rs 842 
crores, while “rural” advances increased 
from Rs 54 crores to Rs 429 crores. 
Surely these figures are poor evidence of 
Mr Pai’s flamboyant “drain” theory and 
it should of course be noted that, whereas 
deposits had grown six times in this five- 
year period, advances had risen by eight 
times. 

The general experience of commer¬ 
cial banks seems to be that iural branch 
expansion, especially after nationaliza¬ 
tion, has imposed a heavy financial 
strain on them thanks to the cost 
of administration of rural branches being 
high relative to the business transacted 
by them. It seems to be the case, in fact, 


that the operations of rural branch ban¬ 
king being subsidized by the urban clien¬ 
tele, both depositors and borrowers, of 
the banking system. All this is apart 
from the fact that a proper audit is yet to 
be made of the situation with regard to 
recoveries of loans made to rural borro¬ 
wers. 

The other day the minister for 
Information, Mr V.C. Shukla, rejected 
the idea of a newspaper finance body on 
the ground that the government’s 
experience with the Film Finance Corpo¬ 
ration had not been happy. The minister 
said that this corporation, which had 
started with several crores of rupees, was 
now left with only Rs 1.25 lakhs of capital 
because borrowers had failed to repay 
loans. It would be surprising if the 
nationalized banks have not been piling 
up bad debts in a similar manner on the 
books of their rural branches. 

We are mentioning all this not because 
we believe that we can dampen the 
missionary enthusiasm or even the 
fanatical zeal of Mr Pai and we certainly 
do not desire to impose any kind of a 
defeatist view on the community in the 
matter of bank financing of the needs of 
agriculture or other rural economic acti¬ 
vity. On the contrary, we are anxious 
that, as is the case with any modern or 


In a review of business conditions in America 
in September, 1945, Mr S. K. Kirr&lani, Indian 
Government Trade Ccirmissioner in New York, 
observes that “despite the fact that the War 
Production Board and othe Government agen¬ 
cies, with the exception of the Cffce of the Price 
Adminitiation, have been rapidly getting out of 
the way of industry,’ reconversion is running 
into snags owing to aggressive demands of 
Labour for increased basic wages.” On the 
question of Indo-American collaboration, he 
observes that “generally speaking, manufacturers 
who have plans for establishing production in 
India in partnership with Indian nationals, do not 
propose to proceed further until the currency, 
exchange and tariff situation is cleared up. 
Meanwhile, they will seek opportunities to send 
individual representatives to India to survey the 
situation first hand. Manufacture of various 
consumer goods in India through American- 
Indian collaboration remains a practical proposi- 


progressive economic society, the credit 
institutions in our country too should 
expand and diversify in order that they 
may serve adequately and competently 
the credit needs of all the sectors of the 
economy in accordance with their respec¬ 
tive importance as well as their relative 
significance to national development and 
welfare. This kind of progress, however, 
will not become easier of accomplishment 
if men of influence or ministers of impor¬ 
tance such as Mr T.A. Pai were to con¬ 
tinue to indulge in outmoded exercises 
in demonology. 

To put it at its crudest, working finance 
lent by banks to an agro-based industry 
is as much in the nature of credit assistance 
to the rural economy as a loan given to 
a cotton or sugarcane farmer to buy fertili¬ 
zer for his land. Mr Pai has said at one 
place that the entire food production in 
the country is being financed by money¬ 
lenders in rural areas. This of course is 
a palpable exaggeration. It is however 
quite true that rural moneylending does 
continue to play a large part in financing 
farming operations. This, however, is 
not because banks have syphoned off* rural 
savings for the benefit of the urban areas 
or even because they are not sending 
enough funds to their rural branches to 
meet the needs of their loan operations; 


tion, but opinion is hardening on the issue of 
major capital shares resting with American part¬ 
ners.” India will benefit most, he observes in 
his report, from the technological advances made 
by America by obtaining the services of key 
technicians as and when this may prove feasible. 
For the peesent, however, practically speaking, 
no technicians are available. 

According to the report, the market in second¬ 
hand surplus machinery remains bright for spot 
purchasers. “Two or three months hence the 
picture may change radically, for many other 
countries have a vigilant eye fixed on every pro¬ 
mising opportunity that comes by.” The report 
advises that, meanwhile, “every effort should be 
made to develop the export trade of India with 
this country by testing the markets for new pro¬ 
ducts like silks, woodware, ivoryware, brasswarc, 
and silverware and by exporting as large quanti¬ 
ties as possible of commodities in which the 
Trade is already established ” 
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on the contrary, rural moneylenders them¬ 
selves are drawing on bank finance to some 
extent to run their operations. 

The situation, therefore,is not so simple 
as Mr Pai’s prescription would make us 
believe. Nothing is to be gained by 
refusing to see that, despite the nationali¬ 
zation of the larger commercial banks, 
the measures recently proposed for dealing 
with rural indebtedness or the scheme just 
launched for establishing rural banks, 
the problem of satisfactorily handling 
or serving the credit needs of a largely 
backward or tradition-bound peasantry 


in the context of a capital-short and 
capital-hungry national economy remains 
an essentially complex one. It is only if 
this fact is faced with humility and 
courage a real and valid start could be 
made in reducing the difficulties inherent 
in the situation to manageable proportions 
and coping with it purposefully. Other¬ 
wise there is bound to be continuing 
temptation for even men of great intelli¬ 
gence and a high sense of responsibility, 
such as Mr T.A. Pai, to make eccentric and 
extravagant utterances which they them¬ 
selves may not be able to defend with any 
degree of conviction. 


Pitfalls in credit policy 


credit policy for the 1975-76 busy 
season, announced by the Reserve Bank 
on November 1, 1975, has not made any 
attempt to estimate even roughly what 
will have to be the extent of credit expan¬ 
sion for financing procurement operations 
and the needs of industry and trade. It 
has only been stated that the lending 
institutions will have to use their owned 
funds on a stipulated basis and utilise 
also the allotted quotas for refinance and 
under the bill market scheme. The 
monetary authorities have of course made 
an effort to relax curbs cautiously by 
reducing margins against advances of 
different types and promising to con¬ 
sider also how the financing of pro¬ 
curement purchases and the fertiliser 
operations of the Fertiliser Corporation, 
involving additional credit of R$ 400 
crores after a limit of Rs 900 crores had 
been crossed, should be provided. It has 
also been decided that no commitment 
fee should be levied on unused credit 
limits because of the stricter control over 
the grant of these limits and the new 
norms that are being stipulated for the 
maintenance of inventories. 

The disinclination to quantify some¬ 
what precisely the credit needs of the 
current busy season is perhaps due to the 
difficulties in anticipating the require¬ 
ments of borrowers indifferent sectors. It 
will, however, be necessary to permit an 
increase in advances on a scale much 
larger than in the 1974-75 busy season 
when aggregate credit expansion was only 


Rs 962 crores including assistance under 
the bill market scheme for Rs 63 crores. 
There were also investments in govern¬ 
ment and approved securities for Rs 269 
crores resulting in use of funds for an 
aggregate of Rs 1,232 crores. (The 
Reserve Bank has of course assumed gross 
credit expansion of Rs 951 crores when 
examining the uses of funds, while indi¬ 
cating elsewhere that it was Rs 962 
crores). This small discrepancy, however, 
does not affect reasoning or distort 
trends. 

The banking system did not encounter 
any serious difficulties in the last season 
as the curbs were operating harshly and 
there had also been spectacular credit 
expansion in 1972-74. With the additipns" 
of Rs 714 crores by way of deposits, the 
situation could be managed by borrowing 
from the Reserve Bank for Rs 183 crores 
and securing assistance under the Bill 
Market Scheme*for Rs 59 crores (another 
small discrepancy). Cash balances with 
Reserve Bank also were drawn down to 
the extent of Rs 110 crores while other 
demand and time liabilities provided 
another Rs 70 crores. As there was an 
increase in cash balances outside RBI by 
R« 12 crores, a total of Rs 1,136 crores 
was available leaving a gap of Rs 96 
crores which had to be met otherwise. 

In the current busy season, the sche¬ 
duled commercial banks will of course 
have the advantage of a faster growth 
of deposits. It is estimated that the 

975 


increase will be around Rs 1,000 crofes. 
The increase under this head in this year’s 
slack season has also been impressive at 
Rs 1,210 crores and the growth in ad- • 
vances of Rs 664 crores worked out to 
nearly 55 per cent of new deposits leav¬ 
ing a “cushion” of roughly Rs 110 cro¬ 
res to be utilised later. The Reserve 
Bank has indicated that about 64 per 
cent of new deposits can be utilised for 
lending purposes. On this basis, fresh 
advances out of owned funds can be Rs 
750 crores. 

Also under the new formula laid 
down for refinance of procurement credit 
there will be a quota Rs 216 crores 
against which Rs 183.09 croies had been 
secured from the Reserve Bank on 
October 31, 1975. The new formula 
restricts further the avaliability of refi¬ 
nance for procurement operations, as it 
has been indicated that a quota of 50 per 
cent only will be available between Rs 
450 crores and Rs 600 crores and 100 per 
cent refinance thereafter upto Rs 900 
crores. As the outstanding amount of 
procurement credit was Rs 741.14 crores 
on October 31, 1975, the quota worked 
out to Rs 216 crores as stated above. 

The basic quota for refinance at the 
cenccssional rate of 10 per cent has been 
restricted as before to one per cent of 
aggregate demand aud time liabilities with 
the base now being shifted to end of 
September 1975. The discounting of 
bills will also be freely allowed up to 
one per cent of the amount outstanding 
on account of banks at the end of Sep¬ 
tember 1975. The quotas under both 
heads will be Rs 130 crores each. The 
actual amounts used against refinance 
under the basic quota was Rs 24 crores at 
the beginning of the busy season while the 
outstanding amounts under the bill mar¬ 
ket scheme was Rs 87.04 crores. There 
will thus be assistance from Reserve Bank 
for Rs 182 crores under the refinance 
arrangement and the bill market scheme 
at concessional rates. If cash balances 
with the Reserve Bank can be drawn down 
by Rs 100 crores the fund available for 
use by member banks will be Rs 1,000 
crores by way of deposits, Rs 182 crores 
from the Reserve Bank as assistance and 
Rs 100 crores through cash balances or Rs 
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1,228 crores in the aggregate. Against this, 
credit expansion may have to be of much 
larger dimensions than in 1974-75. 

In that season procurement credit 
rose by Rs 300 crores and non-food 
credit by Rs 662 crores. The financing 
of procurement operations will have to 
be on a bigger scale in 1975-76 and the 
net expansion may be of the order of Rs 
500 crores if not Rs 600 crores. Non¬ 
food credit will require additionally Rs 
850 crores taking the total to Rs 1,450 
crores at the outside limit. As invest¬ 
ment in fulfilment of statutory obligations 
will have to be effected for Rs 340 crores, 
total funds required will have to be even 
Rs 1,790 crores or Rs 508 crores in excess 
of resourcess in sight. Clearly this gap 
can be filled only by financing procure¬ 
ment operations fully with funds provided 
by the Reserve Bank and there should be 
no hesitation on the part of the lender of 
the last resort to take a quick decision as 
the ceiling of Rs 900 crores now stipulated 
may be surpassed before the end of next 
month. 

The bill market scheme too may 
have to be administered flexibly if there 
was unexpected accumulation of stocks 
due to increase in production and bunch¬ 
ing in imports. It will also have to be 
examined how cotton purchases should be 
financed, and what will be the effect of a 
reduction in margins against advances. 
If buffer stocks of cotton have to be 
created and reduced margins result in the 
release of funds or utilisation of drawing 
power more effectively, the calculations 
might be upset to the extent of even Rs 
250 crores. 

These projections have been made 
only to show that unexpected difficulties 
may be experienced by the lending-insti¬ 
tutions in the coming months and even 
during the harvesting of rabi crops and 
the Reserve Bank will have to make the 
necessary adjustments, for helping the 
member banks to provide credit for 
genuine purposes. If need be, the cash 
reserve ratio should be reduced to the 
normal level of three per cent. 

Afty injection of purchashing power into 
the rural areas with mi intensification of 


buffer stock operations relating to food- 
grains, cotton and raw jute cannot have 
harmful effect as a corresponding reduction 
in imports can be effected over a period and 
excess buffer stocks released for sucking 
back ‘excessive’ purchasing power. The 
success of credit policy will be determined 
by the encouragement it provides for new 


forces which are enabling higher industrial 
and agricultural production. There will, 
of course, have to be other measures also 
for facilitating the easy absorption of 
larger physical resources. Besides easier 
and cheaper credit, the required fiscal 
incentives will have to be provided apart 
from an enlargement of Plan outlays. 


More of R & D 


for optimal utilisation of available re¬ 
sources, adequate support from research 
and development (R A D) effort is an 
absolute necessity. Happily, increasing 
attention has been devoted to it in our 
country with the result that there has 
been a sharp increase in outlay ear¬ 
marked for it. In 1958-59, the total ex¬ 
penditure on R A D activities was no 
more than Rs 28.81 crores out of which 
the central sector provided as much as 
Rs 21.78 crores. The contribution of 
the private sector was Rs 0.15 crores 
only. In 1973-74, the latest year for 
which figures are available, the total ex¬ 
penditure on R A D and related scienti¬ 
fic and technical (SAT) activities had 
risen to Rs 246.02 crores. The expendi¬ 
ture by the central seotor on RAD 
activities was Rs 167.51 crores followed 
by the private sector at Rs 23.51 crores 
and the state sector at Rs. 12.87 crores. 

The expenditure on S A T activities by 
the central sector was Rs 42.13 crores. 
•This nine-fold increase in expenditure on 
these activities in 15 years was indeed a 
creditable performance though rising 
prices in recent years had consumed a 
large share of the increase in allocations. 
The fact which needed to be underlined 
was that the government as well as the 
private sector had at last realised that 
RAD and SAT activities were expec¬ 
ted to play a dynamic role in all the im¬ 
portant sectors of the economy in the 
coming years. 

In the central sector such scientific 
departments as the Department of Ato¬ 
mic energy, the Council of Scientific and 
Industrial Research, Indian Council of 
Agricultural Research, Defence Research 
and Development Organisation and the 
Department of Space Research were 
the leading operators. The contribution 


of the universities and the Indian Insti¬ 
tutes of Technology (HPs) was small 
and this also applied to the R AD work 
undertaken by various departments al¬ 
ready under the direct control of the 
ministries. However, the fact which 
stood out was that four priority areas had 
engaged the attention of our scientific 
institutions. They were agriculture, 
defence, atomic energy and space resear¬ 
ch. The shares of consumer industries, 
chemical industries, natural resources, 
health, housing and urbanisation, trans¬ 
portation mining, steel and metallurgical, 
marine resources, education, communi¬ 
cation, machine tools and fhel and 
power were relatively small. 

The contribution of research in agri¬ 
culture had been of a high order as was 
clear from the green revolution which 
swept over the wheat-producing areas in 
the country in recent years. The disco¬ 
very of the dwarf varieties of wheat and 
the application of fertilisers and pestici¬ 
des gave a new dimension to agriculture 
and abo resulted in more than doubling 
the production of wheat. At present, 
there is need for according higher priority 
to farming in arid and semi-arid areas. 
The draft fifth five-year Plan has rightly 
stressed the application of research in 
arid areas onlines adopted in some of 
the desert areas of the Persian Gulf 
region. Some work on dry land farming 
has already been undertaken. The pur¬ 
pose of all research in agriculture should 
be to stimulate growth as well as stabi¬ 
lity in the production of foodgrains and 
cash crops by raising the yield of crops 
per unit of area. This should be made 
possible through improved techniques 
for water management, soil care and 
scientific use of land. 

The Department of Atomic Energy 
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had made two major contributions. They 
were: (a) an atomic underground experi¬ 
ment conducted last year in Rajasthan; 
and (b) the plants for power generation 
through atomic energy. No less than 
six national institute ns, namely, the 
Bhaba Atomic Encigy Research Centre, 
(Bombay), the Tata Institute of Funda¬ 
mental Research (Bombay), the Tala 
Memorial Centre (Bombay), the Variable 
Energy Cyclotron (Calcutta), the Saha 
Institute of Nuclear Physics (Calcutta), 
and the Reactor Research Centre at 
Kalpakkam (Madras), had made credi¬ 
table contributions. The draft of the 
fifth five-year Plan had earmarked an out¬ 
lay of Rs Ill crorcs on R Sc D efforts of 
these institutions. Even though there 
was a possibility of reduced expenditure 
on the projects of these institutions, they 
were expected to march on the path they 
had charted for themselves. 

The Department of Space Research 
was a recent addition to the group of 
institutions engaged in research and deve¬ 
lopment. Previously, the Department of 
Atomic Energy was also responsible for 
activities in space. The launching of the 
satellite Aryabhatta was a feather in the 
cap of this young institution. During 
the past three years, it had made signi¬ 
ficant progress in the fabrication of roc¬ 
kets as well as their propulsion. The 
department was actively engaged in the 
development of rocket technology and 
satellite-launch capability. The use of 
satellitcsfor television, lelc-communica¬ 
tion, navigation, and many other fields 
Was of great interest to our country. In 
the ministry of Defence, thcic arc six 
public sector undertakings which have 
devoted themselves to R & D activities in 
an active manner,the leaders in this re¬ 
gard being Hindustan Aeronautics Ltd, 
and Bharat Electronics Ltd. 

Even though in terms of rupees the 
expenditure on R & D activities during 
the past 1J decades had grown signi¬ 
ficantly, our ranking in per capita R & D 
expenditure in the international scale was 
pitifully low. The USA spent about $129 
per head on R & D activities followed 
by Czechoslovakia at $ 115, the USSR 
at $ 58, West Germany at $ 50 and France 
at $ 51. Our per capita expenditure on 
R & D was less than 0.5 $. Thus, there 
was room for further acceleration in ex¬ 


penditure on such activities and the cen¬ 
tral institutions, public sector undertaking 
and various departments of the govern¬ 
ment of India as well as the states will 
have to devote increasing attention to 
these activities which alone in the coming 
years will provide growing self-reliance 
in all major sectors of the economy. 

It is wrong to believe that R Sl D 
efforts needed to be confined lotlie field 
of science. Education also needs equal 
attention in R & D activities because this 
is necessary to strengthen the training 
and research institutions and to experi¬ 
ment on new ideas in educating the mas¬ 
ses. It is also necessary to make use of 
the results of research in education so 
that the institutions could be informed 
of t he advances which had been made so 
as to benefit the largest number of stu¬ 
dents and teachers. Hitherto, the schools, 
colleges and the polytechnics have cont- 
nued to function on lines laid down 
nearly a century ago. The times having 
changed, it is necessary to adopt modern 
means of communication making use 
of both the radio and the television. Small 
beginnings have no doubt been made so 
far, but software, especially in terms of 
quality, remains the major bottleneck. 

Not enough attention has been given 


The Wlst Bengal Industrial Development 
Corporation (WBIDC), a promotional 
agency of the Mate government to stimu¬ 
late industrial activity in new areas 
where cntrepicneurship is shy and invest¬ 
ment not readily forthcoming was con¬ 
ceived in 1967. However, it started func¬ 
tioning effectively only after its reorganiza¬ 
tion in 1972 when its activities were 
amplified. The WBIDC, therefore, is of 
recent origin when compared to similar 
corporations in other states. Ncvcr-thc- 
'less with its enhanced responsibilities, it 
is functioning in two main directions, 
implementation of a number of joint 
sector projects and operation of various 
schemes for incentives for medium and 
large-scale industries. 

In fostering the growth of new units, 


so far to research and development in 
building technology. There is no doubt 
that such institutions as the Central 
Building Research Institute (Roorkee) 
and the Structural Engineering Research 
Institute have made some contribution 
in the housing sector for the National 
Buildings Organisation but there is need 
to popularise new types of houses which 
could be built by people with limited 
means and which would also cater for 
the needs of the people in the lowest in¬ 
come brackets, keeping in view the vast 
changes in climate in various parts of the 
country. 

Again, research and development in 
health and family planning still needs 
more care and attention. Malnutrition 
was known to be the cause for perma¬ 
nent damage to many children and there 
is need for active R and D work in this 
field. In the field of health research, this 
country does not have much to show 
other than the expansion in hospital faci¬ 
lities. While the availability of life-sav¬ 
ing drugs had without doubt significantly 
reduced the death rate in the country, 
there is need for an integrated programme 
for research and development activities 
covering health care, nutrition and 
family planning. 


WBIDC has been playing an increasingly 
significant role since its reoiganisation 
in 1972. It has catalysed an investment 
of nearly Rs 84 crores in the state by 
way of assistance to 71 industrial units, 
14 of which have already commenced pro¬ 
duct ion. Currently it is implementing 
about 10joint-sector projects estimated 
to cost over Rs 225 crores. These units 
are to manufacture automobile lyres and 
tubes, scooters, cement, alloy steel, fila¬ 
ments and lams spinning mills and news¬ 
print. Besides a television project which 
has already marketed about 3,000 TV 
sets by March 1975, the tyre and scooter 
projects have made considerable pro¬ 
gress. WBIDC has set up a subsidiary. 
West Bengal Electron ices Industry 
Development Corporation to manufac¬ 
ture 40,000 television picture tubes be- 
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sides walkie talkie sets, ferrites and 
desk calculators. It has already entered 
into an agreement with Bharat Electronics 
Limited for technical know-how and 
equity participation. 

The tyre and tube project in the joint 
sector with a capacity of 400,000 pieces 
each and an outlay of Rs 28 crores will 
be set up in Durgapur. A local firm will 
be the collaborator and technical know¬ 
how will be supplied by Dunlop of the 
UK. ARs 3-crore scooter project with 
a yearly capacity of 30,000 is being set 
up in Kharagpur. Scooters India Ltd., 
a central undertaking will give technical 
know-how and supply engines and gear 
boxes. It is likely to start production by 
end of 1976. The West Bengal Cements 
Ltd., will set up its plant to produce 
1,200 tonne of slag cement per day, at an 
estimated cost of Rs 20 crores. Granu¬ 
lated slag will be supplied by Bokaro 
Steel. The Alloy-Steels Plant to be im- 
plemeted in stages, will have an in-built 
capacity of high alloy steel in the first 
stage and a capital investment of Rs 40 
crores. 

The WBIDC has attempted to diver¬ 
sify the industrial structure of West 
Bengal. A major part of the assistance 
has been for industrial ventures into new 
lines of production such as carbon and 
alloy steel, basic chemicals, paper, cem¬ 
ent, and precision instruments. Care has 
also been taken to disperse the indus¬ 
trial units in order to maintain regional 
balance. Nearly 78 per cent of the units 
so far assisted by WBIDC have been 
located away from Calcutta, Howarh and 
24-Parganas. The joint sector projects 
are all spaced out in the different districts 
of the state. 

The Corporation has offered a variety 
of incentives such as assistance for the 
preparation of feasibility studies, sales 
tax refund, underwriting and participa¬ 
tion in share capital, power subsidy, 
octroi relief and central subsidy. The 
Corporation, for instance, has been con¬ 
tributing 75 per cent of the cost of feasi¬ 
bility studies which were entrusted only 
to competent consultants. During 1974-75, 
projects worth Rs 8.43 crores were taken 
up for feasibility studies and the Corpora¬ 


tion spent Rs 2.67 lakhs for the prepara¬ 
tion of 10 such studies. During the pre¬ 
vious year feasibility studies for 10 units 
involving a capital investment of Rs 14.63 
crores had been taken up and has cost 
the Corporation Rs 2.09 lakhs. 

The Corporation assisted a large 
number of entrepreneurs in securing term 
loans from financial institutions and also 
participated in share capital. During the 
three years, 1972-73 to 1974-75, it sanc¬ 
tioned underwriting and participation in 
the share capital of 23 units involving a 
cost of over Rs 70 crores. In 1974-75, 10 
units received such financial assistance 
from the Corporation to the extent of 
Rs 60.25 lakhs. Such assistance a year 
befare was Rs 27.64 lakhs showing a 
considerable advance in 1974-75. 

For existing units going in for sub¬ 
stantial expansion, the Corporation as 
agent of the state government, sanctions 
returns of the tales tax paid for the last 
three years in the form of unsecured 
long-term inteiest free loans. This assis¬ 
tance was given to those units in the de¬ 
veloped areas of West Bengal such as 
Calcutta, Howrah or 24-Parganas, which 
had paid at least Rs 3 lakhs annually 
of central and state sales tax for the last 
three years. For the units in the less de¬ 
veloped areas the amount was at least 
one lakh rupees per annum. So far the 
WBIDC has sanctioned Rs 262.87 lakhs 
AS sales tax refunds for 10 existing 
units. 

The Corporation has been subsidising 
power tariffs up to 30 per cent for five 
years for new and expanding units in the 
backward areas having connected load 
of more than 200 KVA. Such power 
subsidy was sanctioned to 17 units. 

WBIDC has set up an Industries Ex¬ 
tension Service, a specialised cell to func¬ 
tion as its promotional-cum-studies wing. 
The Industries Extension Officers meet a 
cross-section of industrialists and pro¬ 
spective entrepreneurs in a systematic 
manner, collect and classify information 
on expansion programmes of existing 
units, infrastructure requisites and suit¬ 
able locations for different types of in- 
ustries. Hie feedback obtained from 


such a continuing study is utilised to 
guide WBIDC's programmes and to co¬ 
ordinate resources. This is expected to 
assume even greater importance after the 
infrastructure corporation has developed 
lands for which industries have to be 
selected. This cell also maintains conti¬ 
nuous contact with chambers of com¬ 
merce, industrial and business organisa¬ 
tions at all levels. 

An important activity of the Corpora¬ 
tion relates to the development of in¬ 
frastructure for industries for which a 
separate body. Industrial Infrastructure 
Development Corporation (IIDC) has 
been set up. This was found necessary 
because inspite of resources being avail¬ 
able and there being increasing desire to 
invest, fully developed land with requisite 
facilities such as water, power, railway 
sidings and approach roads was hard to 
find outside the congested industrial 
belt of Calcutta, Howrah and 24-Par¬ 
ganas. 

IIDC has taken up several schemes 
for development of infrastructure at 
selected industrial growth centres. The 
Calcutta Port Trust has allotted 117 
acres to IIDC for leasing to industrial 
units at Haldia. Two units, namely, 
Hindustan Development Corporation 
and Eureka Chemicals were allotted 30 
acres and 10 acres respectively. IIDC is 
developing 250 acres of land at Kharag¬ 
pur for allotment to industries and an¬ 
other area of 266 acres of land at the 
periphery of Kalyani township is being 
developed. 
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Capital's Corridors 

R. C. Ummat 

Non-ferrous metals • Cooperatives and industry • 
Stocks build-up * Coal mining safety • 
Paper exports? 


The production trends in respect of 
non-ferrous metals during the first half of 
the current financial year are stated to 
have been very encouraging. As a result 
of increased availability of power, the out¬ 
put of aluminium has been steadily going 
up since July last. Between April and 
September the oulput had aggregated to 
82,420 tonnes, as against 60,261 tonnes 
during the corresponding six months of 
last year. The increase has been there in 
the output of both electrical conductor 
and commercial grades aluminium. In 
the case of the former it has been to the 
extent of 48 per cent and in the case of 
the latter of the order of 28 per cent. 

Improved power supply 

The Uttar Pradesh State Electricity 
Board is stated to be making available 55 
MWs of power to the Renukoot smeller, 
as against 20 MWs early this year. The 
supply of power to the Belgaum smeller 
by the Karnataka Electricity Board has 
been raised from 78 MWs to 98 MWs. 
The Orissa Electricity Board has stepped 
up power supplv to the Hirakud smeller 
from 18.5 MWs"to .SO MWs. The Mettur 
smelter is currently receiving power from 
the Tamilnadu Electricity Board at the rate 
of 60 MWs, as against 20 MWs a few 
months ago. 

It is hoped that as a sequel to the 
increased availability of power and the 
commissioning of the first pot-linc of the 
Korba plant of Bharat Aluminium, the 
target of 1.8 lakh tonnes metal produc¬ 
tion set for the current financial year would 
not only be achieved but also might be 
exceeded by about 5,000 tonnes. It will 
mean an increase of 50 per cent ove~ the 
last year’s output of 126,000 tonnes. The 
programme of importing 30,000 tonnes of 
EC grade aluminium, which was being 
considered a few months back, is likely to 
be shelved. 

Following the increased production par¬ 
ticularly after July, stocks of aluminium 
are stated to be mounting. They stood 
around 9,717 tonnes (both EC and com¬ 


mercial grades) at the end of May. They 
had gone up to 10,075 tonnes by the end 
of July, 13,993 tonnes by the end of 
August and as much as 17,550 tonnes by 
the end of September. The recent 
decisions of the government to reduce the 
production and delivery of “levy” EC 
grade aluminium from 55 per cent to 50 
per cent and to remove both distribution 
and price controls on commercial grade 
aluminium are expected to help in the 
liquidation of the accumulated stocks in 
the near future. The price of commercial 
grade metal has already been reduced by 
the manufacturers by about Rs 500 per 
tonne (for the consumer, inclusive of 
the excise duty, this means a relief of Rs 
700 per tonne). Jn case, the demand for 
the rncfal does not pick up, exports are 
envisaged to be encouraged. A suitable 
scheme is expected to be finalised for this 
purpose shortly. The government, it 
is understood, is not considering any 
changes in the excise duty on non-levy 
aluminium at present. 

alumina exports 

A new agreement has already been 
signed with the Soviet Union for the export, 
of 22,000 tonnes of alumina out of jhe 
production of Bharat Aluminium. These 
exports arc expected to earn for the coun¬ 
try nearly Rs 2 crorcs worth of foreign 
exchange. Bharat Aluminium exported 
last vear nearly 50.000 tonnes of alumina 
to the USSR. ' 


Hindustan Copper has been able to 
improve its oulput of copper ore by 46 
per cent during the four months to July 
this year, as compared with the production 
in the corresponding four months of the 
last year, and that of blister copper by 
nearly 35 per cent. The production 
of copper metal during the current finan¬ 
cial year is expected to exceed 30,000 
tonnes. Of this, nearly 18,000 tonnes will 
be available from the Khetri smelter which 
was commissioned about a year ago— 
8,000 tonnes from the ore being mined 
by the Khetri copper complex and 10,000 


tonnes by smelting the imported concen¬ 
trates. 

The Khetri smelter, which has an in¬ 
stalled capacity of 31,000 tonnes of copper . 
metal per annum, however, is not expected 
to run to its rated capacity till the proposed 
Malanjkhand copper mine/concentrator 
plant goes into production. At best, it 
is proposed to be run upto 80 per cent 
capacity by supplementing the indigenous 
concentrates by imported ones. The 
department of mines is anxious that the 
work on the development of Malanjkhand. 
copper deposits is taken up expeditiously 
The detailed project report for the mining 
operations at Malanjkhand, which has 
been prepared by a Soviet agency, has 
been submitted by Hindustan Copper 
to the government recently for an invest¬ 
ment decision in principle. The final 
detailed project report is expected to be 
available in December this year. The 
Planning Commission has been requested 
to release some funds for advance action 
during the current financial year to enable 
Hindustan Copper to undertake some 
prc-construction activities. 

increased production 

Hindustan Zinc too was able to increase 
its production of both ore and ingots 
during the four months to July by 15 
and 36 per cent respectively, compared 
to the output during the corresponding 
period last year. The production of lead 
during these four months was higher by 
about 32 per cent. 

Another very significant development 
on the aluminium front in the recent past 
has been the discovery of more than 
30 million tonnes of high grade bauxite 
near the cast coast on hill lops on either 
side of the border between Orissa and 
Andhra Pradesh. The exploration work 
in the area is being intensified by the 
Geological Survey of India in cooperation 
with the two state governments. It is 
hoped that the east coast bauxite range 
will ultimately turn out to have over 100 
million tonnes of usable ore. If this 
expectation materialises, this reserve will 
be one of the largest concentration of bau¬ 
xite in the world. Since the deposits are 
in the vicinity of Visakhapatnam, their 
importance has been heightened on 
account of the possibilities of exports 
after meeting the country’s requirements. 

* m 

Tlie Department of Civil Supplies and 
Cooperation is understood to be in touch 
with the state governments, state consumer 
cooperative enterprises and the National 
Cooperative Consumers’ Federation with 
a view to drawing up a programme for 
encouraging the cooperative sector in 
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industry. It is felt that the entry of co¬ 
operatives in the manufacturing field 
in a -big way will help not only in aug¬ 
menting the supply of essential consu¬ 
mer goods but would also bring down 
the ultimate prices for consumers as 
cooperatives are expected to keep their 
production costs to the minimum and 
their profit margin too is lower than 
the private trade. The proposals 
received for setting up consumer indust¬ 
ries in the cooperative sector will be 
financially assisted by the central govern¬ 
ment. 

mats consumption items 

The cooperative sector has already 
entered in a significant way in the pro¬ 
duction of sugar and cotton yarn. The 
new areas in which the interest of this 
sector is proposed to be stimulated cover 
the manufacture of such mass consump¬ 
tion items as bread, hosiery goods 
(cotton as well as woollen), washing 
soaps, cleansing powders, detergents, poly¬ 
thene bags, electric bulbs, tooth paste, 
tooth brushes, etc. The objective is 
proposed to be achieved cither through 
the establishment of captive units by 
cooperatives or through associating 
them with the existing publie/private 
sector units which have some spare capa¬ 
city. It is also envisaged to evolve mar¬ 
keting arrangement with the private/ 
public sector undertakings for the sale of 
their goods under cooperative brand 
names. 

* * 

The recent observations of the minister 
for Industry, MrT. A. Pai, as well as the 
package of reflationery measures announ¬ 
ced by the government about a fortnight 
ago appear to have their genesis in 
a study of the accumulation of stocks with 
important industries which arc supervised 
by the Directorate-General of Technical 
Development. These industries include 
cement, paper and paper board, caustic 
soda, calcium carbide, aluminium, zinc, 
storage batteries, nylon tyre cord, rayon 
tyre cord, nitrogenous fertilizers, phosph- 
atic fertilizers, machine tools, agricultural 
tractors, commercial vehicles, leather foot¬ 
wear, dry cells and infant milk food. This 
study has shown that significant accumu¬ 
lation of stocks by the end of September 
had been only in the tyre cord, phosphatic 
fertilizers and leather footwear in¬ 
dustries. The stocks with these industries 
exceeded one month s production. 

Zinc stocks as on September 30 amoun¬ 
ted to 6,800 tonnes, as against a monthly 
average production of 2,200 tonnes. The 
stocks of nylon cord around 7,500 tonnes 
corresponded to an average monthly 
output of 3,490 tonnes and of rayon tyre 
cord at 3,500 tonnes against a monthly 


average production of 1,700 tonnes. The 
stocks of leather footwear stood around 
4.6 million pairs against an average 
monthly production of 1.3 million pairs. 
The machine tools industry loo was bur¬ 
dened with stocks of more than one month 
production at the end of August. As 
against the average monthly production 
of Rs 8.5 crores worth of machine tools, 
the stocks as on August 31 with this indus¬ 
try amounted to nearly Rs 10.27 
crores. 

The accumulated stocks with the 
other industries mentioned above at the 
end of November (in some cases, at the 
end of August) were between 19 per 
cent and 73 per cent of their average 
montly output. In the case of cement 
and storage batteries, the Septembcr-end 
stocks were even slightly lower than those 
at the end of July. But in the case of olher 
industries, they were higher. 


large stocks 

The ministry of Industry expects that 
the unduly large stocks with the fertiliser 
industry would go down in the near 
future as a result of the reduction in ferti¬ 
lizer prices effected a couple of months 
ago and the satisfactory rains at the time 
of sowing the rabi crop. The position 
regarding the tyre cord industry is stated 
to be under consideration in consultation 
with the other ministries concerned. 
The stocks of zinc may go down as a result 
of the expected improvement in the steel 
structurals industry following the recent 
reflationery measures, even though the re¬ 
duced off-take from such other industries 
as dry cells may continue to act as a drag 
on the demand for zinc. 

Despite the recent announcement of 
the package of reflationery measures, the 
government proposes to continue a close 
watch on the accumulation of stocks with 
the various industries so that further 
remedial measures can be taken, if neces¬ 
sary. 

* * 

While a good deal of satisfaction is 
being expressed in official circles over the 
increase in the production of coal during 
the last 18 months, they are feeling distur¬ 
bed by a simultaneous increase in the 
number of persons killed in fatal accidents 
in the various coal mining complexes. 

The overall output of coal in 1974-75 
at 88 million tonnes registered an increase 
of nearly 10 million tonnes over the 
previous year’s production of 78 million 
tonnes. The trends during the current 
financial year indicate that it may slightly 


exceed 98 million tonnes—the target set 
for the year. 

Both the number of fatal accidents and 
the persons kilted in these accidents have 
shown an uptrend since 1973 in the mines 
of the Bharat Coking Coal Limited, the 
Eastern Coalfields Limited and the Wes¬ 
tern Coalfields Limited. There were 
43 fatal accidents involving 50 persons in 
the BCCL mines in 1973. The number of 
fatal accidents in these mines went up to 
47 in 1974 and that of persons killed to 
53. During the eight months to August 
last, 42 fatal accidents had already occur¬ 
red in the BCCL mines, involving 57 per¬ 
sons. In the Eastern Coalfields, 41 persons 
died in 40 fatal accidents in 1973. 
There were 46 fatal accidents in these 
mines in 1974, involving 56 persons. 
During the nine months to September 
last, 38 persons had been killed in 
this mining complex in 36 accidents. 
The Western Coalfields had 41 fatal 
accidents, involving 43 persons, in 1973 
and 47 such accidents, involving 59 
persons, in 1974. During the nine months 
to September last. 45 persons had been 
killed in this mining complex in 38 fatal 
accidents. 

In the Central Coalfields, the number 
of persons killed in fatal accidents showed 
some decline in 1974 compared to the 
previous year, but it has gone up again 
this year. These mines had 24 fatal 
accidents in 1973, involving 28 persons. 
The fatal accidents went down to 21 in 
1974. Only 23 persons were involved in 
these accidents. Between January and 
September this year, 28 persons had been 
killed in this mining complex in 22 fatal 
accidents. 

high fatality rate 

In the Singareni area too, there has 
been an increase in the fatal accidents this 
year. Twenty-eight persons had been 
killed in 23 fatal accidents in this area 
during the nine months to September, as 
against 19 persons in 17 accidents in 1974 
and 19 persons in J8 accidents in 1973. 
The only complex in which the fatal acci¬ 
dents as well as fatality has been low since 
1973 is the Assam complex. While two 
persons were .killed in two accidents in 
this area in 1973, only one peron was 
killed in one accident in 1974. The posi¬ 
tion had been the same as in 1974 during 
the nine months to September. 

The fatality rate per 1,000 employees, 
however, has been lower this year, com¬ 
pared to 1973, in all the coal-mining com¬ 
plexes, except the Singareni complex; 
0.31 in BCCL, 0.2 in Assam area, 0.205 
in Eastern Coalfields, 0.14 in Central 
Coalfieds, 0.437 in Western Coalfields 
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and 0.62 in Stegarmi area, as against 
0.37, 0.04, 0.33, 0.23, 0.50 and 0.51, 
respectively, in 1973and 0.40, 0.02,0.40, 
0.21,0.61 and 0.48 in 1974. 

Compared to the global experience, the 
fatality rate per 1,000 persons employed in 
our coal mining industry has been lower 
than that in Australia (1.14), Belgium 
(0.89), Canada (1.15), Japan (1.58), 
the United States (0.89) and Czechoslo¬ 
vakia (0.82), but higher than that in 
France (0.28), the Netherlands (0.14), 
Poland (0.42), the United Kingdom (0.31) 
and West Germany (0.49). 

The number of persons injured in serious 
accidents has been going up in the Western 
Coalfields and the Singareni area. In 
the Eastern Coalfields, it went down in 
1973 from the 1972 level, but has gone 
up again this year. The BCCL and the 
Central Coalfields have shown significant 
improvement this year compared to the 
last two years. 

Very high priority is now being accor¬ 
ded to contain fatal accidents. The BCCL 
and the Western Coalfields have formed 
internal organisations for the inspection 
of mines in order to supplement the efforts 


of the Mrectorate-Geaeral of Mines 
Safety. A chief mining engineer has been 
asked to streamline the safety set up 
in the Central Coalfields. The following 
steps have been taken to improve safety 
standards in coalmines: 

(i) Activisation of the working of the 
pit safety committees; 

(ii) Careful review of all accidents in 
order to eliminate the causes as a preven¬ 
tive measure; 

(iii) Periodical meetings with officers 
ofDGMS; 

(iv) Training of workers in safe working 
practices; and 

(v) Supply of footwear, caplamps and 
helmets. 

* * 

Although the production of paper 
during the first seven months oft he current 
calendar year around 5,39,955 tonnes has 
been slightly lower than 5,45,834 tonnes 
during the corresponding period last year, 
inventories are stated to be going up at 
both the manufacturing and trade ends. 
This is due to the fact that the demand has 


gone down significantly as a sequel of the 
various measures taken by the govern¬ 
ment to contain it as well as the current 
high prices as compared to the prices 
about 18 months ago. The production 
trends during July and August have been 
quite encouraging and during both 
these months the output exceeded the 
production during the corresponding two 
months of 1974 significantly—in July by 
nearly 2,600 tonnes and in August by 
approximately 3,900 tonnes. 

In view of the easier availability of paper 
currently and on expectations that the 
uptrend in production witnessed in July 
and August would continue during the 
rest of the year owing to the disappearance 
of the constraints of power and water and 
the absence of labour trouble, thought is 
being given to the withdrawal of restric¬ 
tions on the use of paper for the manu¬ 
facture of diaries, calendars, greeting/ 
invitation cards and advertisement and 
propaganda materials imposed under 
the Paper (Conservation and Regulation 
of Uses) Order, 1974. The ban on ex¬ 
port of writing and printing paper is also 
likely to be lifted. 


ANOTHER MILESTONE BY ‘ISARC’ IN 
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POINT OF VIEW 


The economics of food imports 

N. Mahalingam 


For the first time since 1970-71, there is 
the prospect of self-sufficiency in the 
availability of foodgrains being achieved. 
It is now clear that the yield of rice in the 
kharif season will constitute a new record 
at 47 million tonnes and trade circles are 
inclined to place the same even at 50 
million tonnes with production of all food- 
grains at the very gratifying figure of 72 
million tonnes. As 1973-74 and 1974-75 
were normal years and an average produc¬ 
tion of 104 million tonnes was obtained 
both in kharif and rabi seasons the rebuild¬ 
ing of depleted stocks held by farmers 
and massive imports by the government 
for sustaining the distribution system are 
now having a boomerang effect. 

There can be no doubt that the success 
of the anti-inflationary policies of the 
government in the past 12 months has 
been mainly due to the decision to import 
large quantities of foodgrains, edible oils 
and other items and the efforts to improve 
agricultural productivity. Thanks to 
favourable monsoon and the availability 
of agricultural inputs, the success achieved 
in the last rabi season is repealing itself 
and the Andhra Pradesh, Punjab, Haryana 
and Madhya Pradesh governmants are 
new busy intensifying procurement 
operations and absorbing heavy arrivals 
of foodgrains in different marketing 
centres. The Food Corporation of India 
and state agencies are finding themselves 
unable to cope up with the task and with¬ 
out some arrangement s with private traders 
and liberalisation of restrictions on move¬ 
ment, the marketable surpluses cannot be 
lifted and buffer-stocks increased signi¬ 
ficantly. 

procurement drive 

The union ministry of Agriculture is 
aware of its new responsibilities and has 
even been exhorting the state governments 
to intensify procurement operations and 
educate farmers from effecting distress 
sales. It is now realised that the output 
in the rabi season also can be 44 million 
tonnes, same as in the 1974-75 agricultural 
season, and aggregate production can be 
easily 115 million tonnes. The favourable 
impact of a higher output has already 
been ^reflected. in a net addition to buffer- 
stocks by over 1J million tonnes in six 


months ended October 1975. During this 
period there is usually a drop in stocks as 
replenishment will take place only after 
the kharif crops are harvested and the 
requirements of public distribution sys¬ 
tem of around one million tonnes are met 
out of the quantities procured in April- 
July and through imports. 

net improvement 

As the procurement of wheat out of 
rabi crops was not more than four million 
tonnes, net improvement in buffer stocks 
of 1} million tonnes has been brought 
about by continuing imports and probably 
dehoarding of stocks by farmers in antici¬ 
pation of bumper kharif and rabi crops. 
Because of a net improvemnt in stock 
position by three million tonnes in the 
past few months and the possibility 
of a rise in procurement being even 
5.5 million tonnes, if not six million 
tonnes, the government should defer imme¬ 
diately all shipments against contracts 
for purchasing foodgrains in overseas 
markets. If immediate action is not taken 
in this regard, there will be heavy wasteful 
expenditure in foreign exchange, apart 
from serious problems that may be en¬ 
countered in regard to storage of imported 
and procured foodgrains. 

The procurement of 5.5 million tonnes 
pf rice and 1.5 million tonnes of coarse 
cereals will result in a net increase in buffer- 
stocks by two to three million tonnes by 
March next year taking the total to 11 
million tonnes. The banking system has 
already extended credit to FCI and other 
agencies for over six million tonnes while 
the government may be carrying stocks on 
its own account for 1.5 to 2 million 
tonnes. It can therefore be safely assumed 
that buffer-stocks are around eight million 
tonnes with reduced offtake from public 
distribution system and fresh procurement 
of seven million tonnes of rice and coarse 
cereals, buffer stocks may rise to 10 to 11 
million tonnes by March next year, a level 
which has not been touched hitherto. 

The procurement of wheat and other 
cereals out of rabi crops may have to be 
eight million tonnes and an extremely 
difficult position may emerge by July next 
year in regard to storage and movement 


if imports are not completely suspended 
for some months. If need be, there may 
be an accelerated return of loaned wheat 
of two million tonnes to Soviet Union and 
this country will be only too happy to 
receive this quantity as it has been making 
heavy purchases from USA in order to 
overcome its serious shortfall in foodgratn 
production. 

On the basis of consumption trends in 
the past few years the absorption capacity 
has not been more than 107 million tonnes. 
Even assuming that lower prices will 
stimulate consumption and higher stocks 
will be maintained, the gross requirement 
will not exceed 100 million tonnes. This 
will clearly suggest that there will be a 
surplus of five million tonnes in 1975-76 
and buffer-stocks of 12 to 14 million tonnes 
can be built up even with a complete 
cessation of imports. The trends in pro¬ 
duction and availability in 1970-75 will 
be evident from the table given below: 


Foodgrains Availability 


(In million tonnes) 


Year 

Internal 

production 

Imports Total 

1970-71 

108.40 

2.05 

110.45 

1971-72 

105.20 

0.45 

105.65 

1972-73 

95.20 

3.61 

98.81 

1973-74 

103.6 

3.61 

106.67 

1974-75 

104.50 

4.87 

109.37 

Total 

516.36 

14.59 

530.95 

Average for 5 



years 

103.27 

2.92 

106.19 


In view of the difficulties experienced 
after 1970-71 even with an average output 
of 103.27 million tonnes and the need to 
import nearly 15 million tonnes for over¬ 
coming the shortage, in five years, it will 
be reasonable to conclude that the average 
requirement is 106 million tonnes with 
restricted consumption and 110 million 
tonnes with lower prices and liberal availa¬ 
bility. While there may be large sections 
of the population still below tne poverty 
line which are unable to fttlfil their needs 


EASTERN ECONOMIST 


982 


28, 1975 



due to lack ofpuxvhaafog powerihe appe* 
tite of the population c$& be increased 
only when there is ajustafaecl growth fa 
the national income aad larger employ¬ 
ment. It wiU not. therefore be incorrect 
to proceed (fa the basis that the immediate 
need is 110 million tonnes and the country 
can hope to have a aar^nal surplus, if the 
efforts of this year can he repeated in 
1976-77. 

The farmers are already sore that their 
efforts have not been properly rewarded 
as there are no opportunities for selling 
their surpluses in the opea market at higher 
prices after fulfilling the procurement 
obligations. Even procurement purchases 
are not being made in the required volume. 
It has therefore been suggested that culti¬ 


vable land should remain fallow or other 
crops should be raised in place of rice or 
coarse cereals. The agricultural sector 
has amply demonstrated, as to what can be 
done under favourable circumstances and 
the state governments would to well to 
spend large amounts for creation of lift 
irrigation facilities and improve power 
supplies fa areas where there is chronic 
shortage as in Uttar Pradesh. The 
Gangetic plain can double or triple its 
production merely with creation of lift 
irrigation facilities and increase in power 
generation. 

The success now achieved on the agri¬ 
cultural front should not be a mere flash 
in the pan. If annual increase of two 
million tonnes in production can be 


ensured after stabilising it at US million 
tonnes, the Indian economy would have 
been considerably strengthened. It will 
then be possible to save Rs 500 to Rs 600 
crores annually now being spent on 
imports. While the plans for the future* 
have to be formulated scientifically and 
expeditiously, the immediate task relates 
to the adoption of measures which will 
secure the maximum advantage out of 
bumper agricultural production in the 
current season and reduced strain on the 
balance of payments position by eschew¬ 
ing imports of foodgrains. As the out¬ 
put of commercial crops too has been ex- 
extremely satisfactory, the developments 
in the current agricultural season should 
mark a turning point for our eco¬ 
nomy. 


At the Frankfurt automobile fair N. Krishnan 


This is the first time that a select number 
of automobile ancillaries have participa¬ 
ted in the International Automobile Fair 
held in Frankfurt, West Germany. 1 feci 1 
should share my thoughts with my collea¬ 
gues who have participated in this Fair, 
with the authority, who sponsored this 
participation and with those who will wish 
to participate in future programmes. 

India had an impressive stand which 
was located in the midst of important 
European ancillary units. The display 
attracted a good number of visitors and it 
was observed that they showed much ap¬ 
preciation of India’s progress in the auto¬ 
mobile ancillaries with particular reference 
to built-in quality. Without exception 
all the eleven units that displayed their 
products created keen interest among the 
genuine buyers who cajme from a fairly 
wide range of countries, including West 
Germany and the United States. Without 
hesitation 1 record that within the limited 
time and restricted resources the partici¬ 
pation of India can be considered a success. 

bouquets for TDA 

It is only right to register our apprecia¬ 
tion for the intensive efforts put in by the 
sponsoring authority, the Trade Develop¬ 
ment Authority of India (TDA,) parti¬ 
cularly the Frankfurt office of TDA. 
The enthusiasm and active interest shown 
by Mr Suman Kumar Modwel the Direc¬ 
tor of TDA in Frankfurt with the support 
ofTDA's experts Dr Ram Uberoi and Mr 
Wolfgang Bluer are commendable. Dur¬ 
ing the ten days of the Fair India's stand 
had the pleasure of receiving the Indian 
Ambassador !© Belgium, Mf K.B. Lall, 
ivho was also present at the get- 
together whi«ih was arranged at the pre* 
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This is a report by the Chairman 
and Managing Director df the 
International Instruments Pvt. Ltd, 
on India's participation in the 
International Automobile Fair held 
in Frankfurt from September 
11-21, 1975. 
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mises of TDA late one evening after the 
Fail. Nothing could have given Mr Lall 
greater satisfaction than to witness this 
display, as he has given much of his time 
in the establishment of TDA with his vast 
and mature experience when he was handl¬ 
ing India’s export promotion activities. 

During the meeting Mr Lall briefed the 
participants and the officers of TDA, 
EEPC and the Indian invitees. He made 
certain critical observations and sugges¬ 
ted some progressive ideas and methods 
for promoting export, he gave information 
on the facilities available for this purpose, 
the obligations of the manufacturers in 
this field of export, etc. Subsequently we 
had the pleasure of a visit from our minis¬ 
ter for Commerce, Prof Chattopadhyaya. 
On his return to India he made a reference 
to this Fair and India’s participation in 
it and registered his satisfaction on the 
visit he paid to India’s pavilion. Fur¬ 
ther, there was general appreciation, 
openly expressed, by members of various 
reputable vehicle and ancillary organisa¬ 
tions which participated in this Fair, 
regarding India's achievements and pro- 

S ess in its automobile ancillaries. The 
splays were equally well appreciated. 

The authorities were not wanting in 
registering their appreciation, In fact 


they assisted and directed many likely cus¬ 
tomers to our pavilion and also gave an 
introduction on the products displayed. 
TDA prepared and issued pamphlets intro¬ 
ducing its organisation and giving details 
of its objectives. This is an important 
point which should be registered in the 
minds of prospective customers, as TDA 
is a wing of the government of India and 
its work is to promote products of repute 
and it does not favour nor is it biased 
against any particular participant. 

tea for all 

On a lighter note I would like to men¬ 
tion the hot tea which was served liberally 
and free of charge from a vantage point 
in the pavilion. This attracted a large 
number of sightseers and others who 
showed an interest in the products dis¬ 
played. This special service offered to 
all drew more visitors to the pavilion, 
some of whom were genuinely interested 
in the products, and who might have ski¬ 
pped seeing our pavilion but for the 
attraction of this note of good-fellowship, 
as the hall in which we were located was 
very large and there were clusters of parti¬ 
cipating units. 

To answer a likely question—Could 
India have fared better, and if so, how? 

(1) Information : Adequate information 
was not given to the ancillary manufac¬ 
turers spread out over this vast sub-con¬ 
tinent. TDA claims that circulars were 
sent out a year in advance, but many of 
the manufacturers stated that they had 
not received any such circulars. The 
information section of TDA should be 
strengthened and effective steps should 
be taken to reach the principal officials 
of the various manufacturing units, by 


983 


NOVBUBE& 28 , 1975 




Social obligations 
don't end with donations 




Like any other major 
company. Philips does contri¬ 
bute large sums for charity, 
education and social work 
Plus, there is the practical help 
which Philips extends. 

In quality: active association 
with the ISI in formulating 
national standards. 

In training: helping technical 
training institutions in setting 
their curricula. 


In education specialised 
post-graduate studies for 
Indian students at Philips 
International Institute of 
Technological Studies at 
Eindhoven. 

In drought relief : 
free distribution of foodgrains, 
drinking water, medicines. 

In increasing knowledge 
four free trade journals help 
students and professionals 
to keep abreast with advanced 
information on electronics. 

In pollution control 
treatment of effluent at Loni 
to prevent pollution of river 
water; slide shows, seminars, 
and publicity to promote 
environment control 


eM: 


m 


mm 




■0 


m 






PHILIPS 




m ’ V4 

J S'.yCv?-- .. . 




working on more than sound unci fight 


BASTHLN BCONOMVT 


984 







making use of the facilities, available, such 
as the Automobile Ancillary Association 
of India, the Directorate General of 
Technical Development and other organi¬ 
sations. I feel that the reason why effec¬ 
tive measures were not taken in this in¬ 
stance is that the financial resources made 
available to the sponsoring authorities 
weie much restricted. 

In support of this 1 may mention that 
our industry participated in a Fair held 
in Geneva in May 1975—it was a compara¬ 
tively small show sponsored by a French 
organisation and was restricted to visitors 
by invitation. This SITEV Fair cannot 
be compared to the mammoth Automobile 
Fair in Frankfurt. During the SITEV 
Fair in Geneva Mr Sumnn Kumar 
Modwel, the Director of TDA in Frank¬ 
furt, Dr Ram Ubcroi, Advisor to TDA, 
and Mr Subodh R. Majumdar of the 
Engineering Export Promotion Council 
(EEPC) of India, based in Dusseldorf, 
visited our stand and used all their persua¬ 
sive powers to get us to paticipate in the 
automobile fair to be held in September 
only three months away. 

The way in which Mr Modwel 
put forward his proposal for par¬ 
ticipation in the automobile fair 
in Frankfurt made me realise how 
very worried they were as to whether they 
would be able to collect even four or five 
participants. Wc came to know about the 
participation only through this contact 
with TDA and Eli PC at Geneva and we 
were most likely the first to agree very 
readily to participate. Credit must got to 
the TDA officials, both in Delhi and in 
Frankfurt, for finally being successful in 
getting together eleven participants. 

lack of preparation 

(2) Time Factor : To participate in an 
automobile fair of such magnitude the 
preparation time required by each manu¬ 
facturer is a minimum of one year and not 
two months. This again, is one of the 
reasons why many could not respond to 
the invitation made by TDA—lack of time 
to make preparations for a presentable 
display. As a matter of fact all establi¬ 
shed manufacturers who are likely to 
participate in such exhibitions prepare 
their budgets and programmes a year 
ahead and there is a regular item under 
revenue and expenditure which provides 
for funds and personnel for effective parti¬ 
cipation. Having established in the world 
market that India can produce quality 
goods on a par with those manufactured 
in established and developed, countries, 
adequate thought must. be given to 
advance information, more so when export 
is the one and only solution to improving 
and strengthening our economy. There* 


fore, if a display has to be presented to 
international standards adequate time is 
essential for its preparation. 

(3) Financial Resources: It is shocking 
to know that the allocation of Hinds for 
participation in this Fair which was made 
to the sponsoring authorities did not match 
even the fellowship expenditure which is 
normally made by a medium-sized exhibi¬ 
tor. There should be a complete re¬ 
thinking on this issue. 

Here I have a recommendation to 
make for consideration for what it is 
worth. 

joint responsibility 

Generating the resources to meet the 
expenditure must be the joint responsibi¬ 
lity of the government and the partici¬ 
pants. The government of India earns 
foreign exchange on exports. The manu¬ 
facturers, barring a few, may not be making 
much of a profit. However, the manu¬ 
facturers have established themselves and 
entered most of the sophisticated global 
markets, and by further intensive efforts 
in sales promotion, similar to participation 
in the Frankfurt Fair, there is large poten¬ 
tial to do more and more business which 
will ultimately generate larger profits. 
This establishes the obligations of the 
manufacturers to contribute towards 
expenditure for a Fair. 

My suggestion is that a bank should be 
established and operated for the purpose 
of receiving the allocation of funds which 
should be done on a prc-delermined per¬ 
centage basis, out of the foreign exchange 
earned by the government of India. The 
Automobile Ancillary Industries Associa¬ 
tion and the Direel orate General of Tech* 
nical Development should select those 
manufacturers that arc export worthy and 
ask them to contribute a share towards 
the expenditure. 

The important fairs that are organised 
in different countries normally arc sche¬ 
duled well in advance. Looking at 
the recent lndo-German Chamber of 
Commerce journal wc find that there is a 
list of the fairs to be held in Germany 
in 1976. Similar information is available 
from other chambers of commerce and 
trade and commerce authorities of other 
cQuntries. Out of the lists drawn up a 
selection should be made of the fairs in 
which India should participate and the 
respective manufacturers should be in¬ 
formed giving sufficient notice for the 
participants to prepare their exhibits. A 
comprehensive budget can be projected 
based on the accumulated resources. 

(4) Allocation of Space: The space 


provided is of vital importance for proper 
and effective participation. The pro¬ 
ducts involved are varied and of different 
types and sizes. Some need a large 
amount of floor space, such as the heavy 
items—castings and forgings. Wall 
space is also necessary for light engineer¬ 
ing goods such as gaskets, instruments, 
small and precious components, etc. 

A proper pattern in perspective of 
<he stall and space allocated should be 
made available to exhibitors. Then only 
can a presentable display be prepared. I 
emphasise this point by a reference that 
although we agreed in early June to parti¬ 
cipate in the Frankfurt Fair we received 
the drawings and the space allocation only 
in early August. Before that 1 was per¬ 
sonally given a general indication that the 
space to be allocated to us would be at 
least twice the area of what we had at the 
SITEV Fair which means we should 
have been allocated a ‘ space of 6x6 
metres, including wall space. Ultimately 
we were allotted just one square metre 
glass case. This completely upset our pro¬ 
gramme and we were put to much loss and 
inconvenience as the presentation origi¬ 
nally prepared by us had to be scrapped 
and a new presentation had to be prepared 
within a very limited time. 

Since the pattern of participation is on 
a combined basis consisting of very many 
manufacturers, it is e«sen*ial that a reason¬ 
able number of conference cubicles are 
provided so that business can be negotia¬ 
ted without disturbance. 


trained personnel 

(5) Personnel . I obscrv d that at this 
Fair, barring a few cases there was an ob¬ 
vious lack of the proper people who were 
able to meet customer requirements. It 
is necessary to have at least two important 
persons available throughout the timings 
of the Fair, if convenient, by rotation. 
There should be one senior technical execu¬ 
tive and one senior sales executive. I 
can understand why in the present case 
most of the senior executives could not 
participate. Perhaps this was due mostly 
to the short time given for participation. 
However, in many cases those who were 
nominated to look after the business of 
their organisations were often absent dui- 
ing the Fair timings. This is a very sad 
state of affairs. It must be emphasised 
that only those qualified officers who are 
directly involved with the product are 
able to meet the queries of the customers. 
Any support that is available from TDA 
and other government authorities, both 
technical and commercial, can only be 
considered complementary to the infor- 
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illation given* by the officers of the parti¬ 
cular organisation. 

There may be statistics to show how 
many enquiries have been registered, but 
there are no statistics as to how many 
customers have been lost for lack of pro¬ 
per attention. It is true that TDA and 
EEPC representatives were available, but 
they cannot effectively subscribe towards 
giving confidence to the customer or 
satisfying requirements on details. Ad¬ 
vance notice must be given and proper 
arrangements made for the officers con¬ 
cerned trom the various organisations to 
participate. Planning and sufficient time 
is necessary to spare technical and sales 
executives from their regular work. 

language barrier 

Equally important is the knowledge of 
the language in the country where the 
Fair is taking place. Not every organisa¬ 
tion can have on its roll a qualified 
linguist, but there are associations and 
institutions that provide such facilities 
which should be availed of fully if we arc 
to be satisfied that we have participated 
effectively in every way. I make special 
mention of this as I have been fortunate 
to be able to attend many world and 
specialised fairs including the Auto¬ 
mobile Fair in Frankfurt which 1 have 
visited about six or seven times as a visi¬ 
tor in the past, and at no time did I feel 
that any stand or booth could not give 
me an answer to my query. In fact at 
all places where lop executives of car 
manufacturers, truck manufacturers, body 
builders, ancillary products, irrespective 
of whether the industry is large or small, 
arc available, the participation is parti¬ 
cularly valuable. If these top executives 
are not available to answer questions then 
business possibilities are indirectly dama¬ 
ged and with it the country's reputa¬ 
tion. 

(6) Buyers ’ Guide ’. Global buyers place 
much importance on the International 
Automobile Fair and similar fairs where 
different commodities arc on disphiy, as 
it gives them a chance to see the products 
of various countries under the one roof 
and one can compare quality, price, deli¬ 
very schedules. For this the Buyers’ 
Guide or Official Catalogue is the buyer’s 
bible. It is difficult for a person who 
attends the fair for a specific ‘purpose to 
locale a specific stand in such a vast area 
which holds a prodigious number of 
participants. The buyer looks to the 
guide in which there arc complete details 
showing graphic diagrams and giving the 
items product-wise as well as in alphabeti¬ 
cal order. Therefore it is essential that 
every participant should have a correct 


identification of his product in the guide. 
To give an indication as to how this should 
be done I refer to our products. We 
indicated to TDA that we are manu¬ 
facturers of dashboard instruments. The 
name of our organisation was found only 
under this heading, whereas we should 
have been identified also under the 
headings of the different products 
we manufacture—speedometers, pressure 
gauges, temperature gauges, ampmeters, 
rpm meters, etc. Here again, lack of 
information, lack of sufficient finance, 
lack of time in not having sufficient 
advance notice, have contributed to this 
omission. 

(7) Product Brochures and Leaflets : 
By and large the participants in the TDA 
stand presented adequate and fairly well 
brought out brochures and leaflets. How¬ 
ever, there is room for improvement in 
this field. 

(8) Pro\pccts\ India is at the jumping- 
off stage. Her limited participation in 
this Fair has opened up a window to the 
world. Confidence has been established. 
With the high wage structure prevailing 
in the developed countries wc should be 
able to make a quick breakthrough in the 
western world provided that the inten¬ 
tions of the central government to pro¬ 
mote export are effectively and quickly 
applied. The authorities in charge of 
such promotional activities should be 
commercially minded and should be strong 
enough to vitiate any red tape which 
is employed to cause delays, inconvenience 
and which, to some extent, results in frust¬ 
ration for the exporter. 

long-term planning 

There is not only the question of 
selling the component. There is the 
question of a commodity called ‘labour’. 
It is my estimate that any product 
which has a built-in labour content 
of 40 per cent and above can be 
successfully manufactured on a contrac¬ 
tual long-term basis, making use of the 
facilities offered by free ports which are 
permitted by the government of India. 
With this facility one can import all 
necessary components, assemble them, 
and export the product without navmg to 
go through customs formalities, etc. This 
aspect of labour contracts is very much in 
vogue for products which are com¬ 
ponent-oriented and for light engineering 
goods, such as electrical products, instru¬ 
ments, watches, radios, etc. 

in this process there is a distinct ad¬ 
vantage for our country. Apart from 
generating a continuous flow of foreign 
exchange, the technical persons engaged 


in such industries have wide-open 
scope to learn the new and advanced 
techniques now being applied in the 
developed countries. In addition there 
is the possibility of sharing the knowledge 
of the rapidly improving technology in 
those countries. 

(9) Export of Display Materials and 
Travel Facilities for Executives : Even 
though the various authorities and senior 
government officials had made public that 
there would be no delay or restrictions 
in giving assistance to exhibilors/partici- 
pants in their efforts to prepare and export 
components, display materials, literature, 
etc, and also for clearance of travel docu¬ 
ments for recognised personnel who were 
nominated lo attend the fair, there were 
in fact, many delays and difficulties which 
the exhibitors had to face. I confidently 
hope that in future participations the 
sponsoring authorities will ensure that 
these delays and inconveniences will be 
eradicated. 

bitter experience 

To mention our own experience 
in this case. The senior engineer 
from our organisation who was nomi¬ 
nated to man our stall at the Inter¬ 
national Automobile Fair was to have 
reached Frankfurt at least four days 
in advance of the opening so that he could 
collect the display materials, inspect the 
exhibits and arrange them, and also make 
arrangements for the provision of 
service connections which may have 
been required before the opening of the 
Fair. He had been informed that his 
hotel accommodation had been rcscrcvcd 
from the September 8, and lh.it if he 
was delayed in arriving in Frankfurt the 
reservation would automatically be can¬ 
celled even if the accommodation charges 
wcic paid. It is unfortunate that our 
representative did not get his clearance in 
India until September 12. This, in spite 
of the efforts made by TDA and our 
officials to obtain this clearance in time. 
Ultimately he had to make use of the 
ITS facilities and he reached Frankfurt 
just a few hours before the opening of the 
Fair. He had to work through the night 
to have the exhibits and other arrange¬ 
ments ready in time. I can only hope that 
this is an isolated case and did not happen 
to other participants. 

In conclusion I would like to say that 
we are happy with our participation. 
Whatever observations 1 have made in 
this report are no* intended to reflect on 
any person, officer, or institution. I 
have made these observations solely in the 
interests of oui country and of India's 
prestige and effective export. 
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1 WINDOW ON THE WORLD 


The economic 


Jossleyn Hennessy, London 


in 


situation 
East Germany 


I 

Origin of National Income 

In nu first half of 1975 the East German 
economy achieved the overall targets set 
in the economic plan. Productivity per 
employee continued to rise fast, pushing 
the overall economic growth rate to over 
live per cent. The expenditure of the 
national product has already started to 
reflect the shift in the e.xpcndituie pattern 
provided for in the plan; private consump¬ 
tion no longer has the priority that it had 
in recent years. 

The economic plan laid down the fol¬ 
lowing guidelines for 1975: 

A rise in net output in the manufactu¬ 
ring and distribution sectors of 5. 5 per 
cent. 

An above-average increase in indus¬ 
trial output (-}-(>. 3 per cent ), 

A slowdown in private consumption 
(retail trade turnover -f 4.6 per cent), 

A rise in gross investment of the same 
order as the year before ( f-4.4 per 
cent). 

[n its plan fulfilment report the govern¬ 
ment’s central administration of statistics 
report a (provisional) increase in produced 
national income of 5.5 per cent, the rate 
of growth envisaged for the whole year. 

targets achieved 

Industrial production in (he period 
under review rose by 6 8 per cent or 7.5 
per cent after adjustment for the number 
of working days. According to the 
fulfilment report all industrial sectors 
exceeded their oflicial target. The 
numerous competition pledges also led 
to a considerable rise in productivity per 
employee: after adjustment for the 

number of working days, it increased 
by 6.7 per cent. (Table 1) 

The monthly statistics available so far 
—up to May of this year—suggests that 
there has behn a slight shift in the indivi¬ 
dual industrial sectors position in the gro¬ 
wth league: light industry, textiles and 
food, producing primarily for private con¬ 


sumption, grew a little less than industry 
as a whole. Above-average growth rates 
w'erc achieved in the building material 
industry (a new comer to this league) and 
in the chemical, electrical, electronics and 
equipment industries, already in the habit 
of growing fasi. 

The piiorily given to building material 
is in line vvjth the intensive push for 
more residential building laid down in 
the 1971-75 five-year plan. The target of 
500,000 fiats was fulfilled in the first half 
of 1975, ahead of time. The building in¬ 
dustry increased its output -partly be¬ 
cause of the good weather—by over 
seven percent (annual plan:+ 5 per cent). 
In the residential building sector 45,100 
units were newly built and another 20,000 
units rebuilt, extended or modernised 
(first half 1974: 38,200 and 20,000). 

high farm output 

Agricultural output did well in the 
first half. All animal products exceeded 
their target quantities; at the same lime 
animal stock increased further. The 
expectations for the forthcoming harvest, 
however, are modest. The extremely dry 
weather this summer has affected crops 
almost everywhere. Problems with 
fertilisers supplies loo have continued 
this year. 

In the transport sector the plan fulfil¬ 
ment report register fewer troubles than 
it used to, although the supply of build¬ 
ing materials to sites suffered from time¬ 
table and distribution problems. But the 
bottleneck in this sector is probably still 
continuing: the transport of goods increa¬ 
sed by only 2.5 per cent. Problems of 
timetable planning and a shortage of spare 
parts for repairs persist, and not only in 
the transport sector. 

The fulfilment or over-fulfilment of 
quantitative production targets docs not 
‘mean that the GDR’s chronic develop¬ 
ment troubles have been resolved: 

Quality still poses considerable prob¬ 
lems. In some cases the volume of re¬ 
jects and extra work on imperfect 


goods and goods under guarantee is un¬ 
acceptably high. 

Despite the faster development in the 
past few years of the sub-contracting 
industries, the supply of these produ¬ 
cts in the quantity and quality requir¬ 
ed cannot he permanently guaranteed. 

The dominant problem is rationalisa¬ 
tion in the use of raw materials and ener¬ 
gy. There are a number of sore points 
in the GDR\ management of resources: 

By world standards, production is 
very often too material intensive. Many 
firms try to keep a cushion of higher 
stocks in contravention of the rules 
about keeping stocks to a minimum. 
Extensive losses occur during transit, 
storage and handling. 

These excessive economic costs have 
become an even bigger problem after the 
vast increase in the price of raw materials 
and cncigy in the western countries and 
- since the beginning of this year—-in 
the area of Council for Mutual' Econo¬ 
mic Assistance (CMEA) as well. Deter¬ 
mined attempts are therefore being made 
to implement the numerous orders and 
resolutions on the economic use of mate¬ 
rials and a thrifty stock policy and on the 
introduction of specific norms for the 
use of materials in the more important 
production processes. However, success 
in the setting and application of norms 
for the use of materials and 
in reducing the specific use of mate¬ 
rials to the desired extent seems to have 
been less than total. Anyway, it is ques¬ 
tionable how far uniform norms can be 
applied at all, given the differences in in¬ 
dividual plants’ technical equipment. 

II 

Expenditure of National Income 

On the expenditure side the trend in 
the first half—as indeed the plan target 
for 1975—differ from preceding earlier 
years in one important respect. ~ An im¬ 
provement in the population’s living stan¬ 
dard now seems to have a lower priority 
than other types of expenditure. Given 
an economic growth rate of 5.5 per cent 
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and a considerable rise in productivity, 
the resources allocated to private house¬ 
holds have increased less than proportio¬ 
nally. Retail turnover went up by 4.2 
percent (1975 plan: over 6 percent). A 
slowdown was reported in the turnover 
of manufactured goods in particular. It 
rose by only just under five per cent (an¬ 
nual plan: over 6 pet cent); in earlier 
years this sector had notched up growth 
rates of eight per cent and more. This sug¬ 
gests that the pressing foreign trade pro¬ 
blems have caused the emphasis of pro¬ 


duction planning to shift to the promotion 
of export industries. Apart from this, 
the goods on offer have not always 
been of the right kind. So people ate 
still demanding a better supply of the 
“thousand little things” of daily life. 

Retail turnover in food, drink and 
tobacco sector increased by just under four 
per cent, around the same as before. 
However, the supply of fruit and vegeta¬ 
bles was still unsatisfactory. 

The retail trade statistics given in the 
TABLt I 


plan fulfilment report show only the no¬ 
minal trend. There is no reference to 
price changes; according to information 
in the Statistical Yearbook, the published 
index of retail prices is not suitable for 
eliminating these. The index is based on 
a rigid pattern; it ignores changes in the 
basket of goods, such as the disappear¬ 
ance of products in a low price group and 
the spread of expensive goods. There are 
many signs that such changes in the over¬ 
all supply pattern have become increas- 
singly common and have caused an over- 


indicators of Economic Trends in East Germany 

(Real increase on previous year in per cent) 





Actual 




Plan 


1971 

1972 

1973 

1st half year 

year 

1st half year year 


1974 


1975 

Produced national income 

Industry 

4.5 

5.7 

5.6 

5.5 

6.3 

5.5 

5.5 

Goods production 

5.5 

7.2 

6.8 

*) 7.2 

7.4 

*)6.8 

6.3 

Labour productivity 

8 )5.1 

*)4.2 

*)5 • 5 

7 ) 6.7 

•)6.3 

7 )*)6.0 

05.6 

Building materials, gross output 
Construction 

Construction and installtaions 
by the people Vowned const rue- 

")6.2 

•)5.0 

•)7. 1 

l0 ) 11.2 

l0 )8.5 

9.5 


tion industry 

6. 1 

4.3 

4.8 

*')6.3 

6.4 

1, )7. 5 

»)5.0 

Labour product ivity 

,a )4.3 

”)3.1 

,3 )2 3 

5.2 

4.7 

6.9 

— 

Completed dwellings 1 ) 

,4 )0. 1 

34.9 

6.7 

5.8 

9.9 

12.5 

**)—9.2 

of which: New dwellings 
Agriculture.. 

State procurement of 

— 1.2 

7.0 

16. 1 

7. 1 

9.4 

18. 1 

6.7 

Animal for slaughter 

3.2 

8.8 

5.4 

7.9 

8.3 

11.1 

*•) 0.4 

Milk. . 

1.3 

6. 1 

4.2 

5. 1 

4.5 

2.0 

••)—1.3 

Eggs 

Transport 

3.6 

0.2 

4.9 

8.5 

10. 1 

3.4 

*")—6.6 

Goods transport, output 

4.6 

0.4 

7.9 

17)_ 2 

1.2 

,7 ) 6 

3.8 

Goods transport, volume 

5.5 

4.6 

1.8 

3.4 

3.0 

2.5 


Gross fixed investment 2 ) 

Domestic Trade 

0.6 

3.9 

8.0 

2.1 

4.2 

4.0 

4.4 

Retail trade turnover, total 3 )., 
of which: 

3.9 

6.0 

5.8 

5.8 

6.1 

' 4.2 

4.6 

Food, beverages and tobacco 8 ). 

2.9 

J 4.1 

3.2 

3.5 

4.5 

3.8 

3.0 

Industrial products 8 ). 

Foreign trade.... 

5. 1 

8.3 

8.8 

8.6 

8.2 

4.7 

6.2 

Turnover 1 ). 

6.7 

10.8 

14.4 


19.6 

")• 

9.1 

Imports 

2.8 

9.2 

19.6 


22.8 

. 

Exports 

10.8 

12.2 

9.4 


16.3 

. 

, 

Net money receipts 

3.4 

6. 1 

5.6 

4.2 

4.8 

4.3 

4.4 


*) New rebuilt, extension and modernisation.-- 2 ) Excluding general repairs.—increase at current prices.— 4 ) Total imports 
and exports, including intra-German trade, excluding services; in valuta marks at current prices.— 8 ) Adjusted for working days: 
+7.8 per cent (1974): +7.5 per cent (1975).— 6 ) Gross output per employee (excluding apprentices).— 7 ) Under the industrial 
ministries (based on output of goods).— 8 ) Adjusted for working days:+6,7 per cent.— 8 ) Gross production of the main sector 
heading ‘‘construction materials”.— 10 ) Manufacturing output of the people's-owned construction materials industry.— 11 ) Con¬ 
struction output of the construction industry.— 12 ) Construction procurement.— ,§ ) Construction and installed output per em¬ 
ployee.— 14 ) Without modernisation.—«) The plan figure is 125,600 dwellings (actual in 1974: 138 301).— ;1# ) Calculated on 
the basis of actual results of the previous year and planned volume for 1975.— l7 ) Estimate.— 1# ) CMEA countries +11.6 per 
cent; non-socialist countries' total by volume+8 per cent.— ,# ) CMEA countries: by volume-H 1 per cent developing countries 
by volume +16 per cent; the turnover with western industrialised countries rose by four per cent. 

Sources :GDR statistical yearbook 1975; GDR pocket statistical yearbook Statistische Praxis; plan fliifilment reports, economic 
plan 1975; implementation of the economic plan 1974: Neues Deutschland, December 21, 1974, p. 3 et seq; report 
of the central administrationfor statistics on the implementation of the economic plan 1975 in the first half year: 
Neues Deutschland, July 10,1975, p. 3 et seq. 
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ail me in the cost ot private consump¬ 
tion. The real rise in resources made 
available for private consumption should 
therefore be put a little lower than in¬ 
dicated by the retail turnover. 

The rise in retail turnover in the first 
half was of the same order as the rise in 
incomes. Private money incomes rose four 
per cent. Bearing in mind that increases 
played no part in the rise in incomes this 
year* the remaining inciease for emplo¬ 
yees is slightly larger, though still below 
five percent. 

The plan fulfilment report puts the 
increase in gross fixed investment at four 
per cent; this is roughly what was envi¬ 
saged in the plan. The emphasis was on 
energy and the subcontracting industries. 
Once again, there is mention of short¬ 
comings in the technical implementation 
of investment projects—particularly where 
sub-contractors are concerned. 

Ill 

Foreign Trade 

While the plan fulfilment report for 
1974 permitted virtually no conclusions 
to be drawn about what actually happen¬ 
ed to foieign trade, the statistical data 
now available show some remarkable re¬ 
sults : 

In trade with CMEA countries, the 
GDR's imports in 1974, at just under 
14 per cent, rose nearly twice as fast 
as its exports (8 per cent). As a re¬ 
sult, its foreign trade surplus has 
shurnk to 0.4 billion valuta marks. In 
in its trade with the USSR it actually 
ran a deficit. 

In trade with the western industrial coun¬ 
tries (including intra-German trade), 
it has now been confirmed, as fore¬ 


Group of countries 


east at the beginning of the year, that 
the GDR's exports have risen faster 
than its imports. However, the differ¬ 
ence in growth rates—exports-f-39 
percent, imports-f-29 per cent—was 
not large enough to reduce the consi¬ 
derable deficit. The import surplus 
continued to grow and was running at 
about 3,100 million valuta marks. 

In trade with the developing countries, 
the GDR’s imports have more than 
doubled while exports rose by only a 
little over a quarter, so the traditional 
export surplus has turned into a large 
import surplus (of 600 million valuta 
marks). (Tabic II) 

There are no quantitative data about 
rates of increases in foreign trade prices. 
Those used in trade with the CMEA coun¬ 
tries wn*e not officially raised until Jan¬ 
uary 1, 1975; in 1974 any change in 
CMEA trade particularly with the Soviet 
Union, meant higher real GDR imports. 

The increase in trade with the western 
countries was probably largely due to 
higher prices. Prices nr** likely to have 
mattered more to imports than to exports 
because the GDR, owing to its 
weak market position, had to accept price 
increases in the world markets in full but 
was not always able to push through its 
own price increases. Assuming a rate of 
increase of 25 per cent for import prices 
and 20 per cent for export prices, in line 
with the world market situation, imports 
by volume hardly increased at all while 
exports by volume grew by 15 per cent. 
This would mean the GDR was using a 
rising share of its national product to pay 
for its imports, a view also confirmed by 
the figures for total output and domestic 
spending in 1974. If despite this the de¬ 


ficit with the west was higher than ever 
befoie (3,109 million valuta mark), this 
was certainly not the economic authori- ’ 
tics intention. 

At the moment it is difficult to assess 
which way the GDR’s foreign trade will 
go. When drawing up a new five-year 
plan the GDR’s economic planners them¬ 
selves are likely to face bigger problems 
than they used to. Information on what 
has happened so far in 1975 is again 
sparse (only fourteen lines in the plan 
fulfilment report). The statistics listed 
are: a rise in the volume of trade with 
the CMEA countries of 11 per cent and 
of 16 per cent with the developing coun¬ 
tries; and a rise in turnover with the capi¬ 
talist industrial countries by four per cent. 
If these terms correspond to western ter¬ 
minology, the figuies of 11 and 16 per 
cent indicate real growth but the four per 
cent shows the nominal increase without 
adjustment for price rises. 

For trade within the CMEA area, the real 
rate would have to be augmented by the 
piic^ rises introduced in January, so turn¬ 
over will have been considerably higher. 
In trade with the western countries, how¬ 
ever, the quoted rate obscures a decline 
in real terms: this is because world market 
prices have continued to iise in 1975, al¬ 
though to a smaller extent. East Ger¬ 
many has clearly been unable to escape 
the general trend of contraction in the 
world market. 

The trend of production in 1975, al- 
t hough fairly favourable so far, should 
not blind anyone to the fact that East 
Germany’s economy is currently in diffi¬ 
culties, because: 

(1) The problems in the foreign trade 


Table II 

Imports and Exports of Ea st Germany __ 

GDR imports ~ “ GDR exports 


1973 1974 increase structure 1973 1974 increase structure 

1973/1974 1974 1973/1974 1974 



in mill. VM») 

in per cent 

in mill. VM 1 ) 

in percent 

AH countries 

27 330 

33 570 

2?.8 

too 

26 172 

30 443 

16.3 

100 

CMEA countries 

16 970 

19 324 

13.9 

57.6 

18 320 

19 739 

7.7 

64.8 

of which: USSR 

8 638 

10 147 

17.4 

30.2 

9 888 

9 955 

0.7 

32.7 

Czechoslovakia 

2 360 

2 518 

6.7 

7.5 

2 637 

3 035 

15.1 

10.0 

Poland 

2 236 

2 408 

7.7 

7.2 

2 576 

2 640 

2.5 

8.7 

Hungary 

1 618 

1 685 

4. 1 

5.0 

1 155 

1 703 

47.4 

5.6 

Other socialist countries 

646 

896 

38.7 

2.7 

844 

1 097 

30.0 

3.6 

Western industrial couniries 

8 898 

11 463 

28.8 

34.1 

6 006 

8 328 

38 .7 

27.4 

of which; EEC countries*) 
of which: West 

4 526 

6 408 

41.6 

19.1 

4 076 

5 578 

36.8 

18.3 

Germany 

2 436 

2 987 

22.6 

8.9 

2 499 

3 010 

20.4 

9.9 

Developing countries 

816 

1 888 

131.4 

5.6 

1 002 

1 279 

27.6 

4.2 


*) VM"“Valuta-Mark; this corresponds to 4,67 roubles.—*) Without Ireland. 

Source: GDR pocket statistical yearbook 1975, p. 112 et seq. 

(Tables reproduced by courtesy of Deutsches Institute Fur Wirtschqftsforschung , of West Germany.) 
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New Horizons, New Frontiers 
U. P. Implements 

The Prime Minister's 20-Point Programme 

• Landless and small farmers with holdings up to 1 acre freed from the dutches 
of money-lenders 

• A new era of freedom for bonded labour 

• Free legal aid for weaker sections 

• Distribution of all available surplus land to landless by February 29, 1976 

• Legal provisions for eviction of unauthorised possessions 

• House sites distributed to 11,33,534 landless agricultural labour and 
9,97,789 village artisans 

• Minimum wages of agricultural labour fixed 

• Effective steps to control prices and streamline distribution; Opening of 
Janta Shops 

• Supply of wheat, rice and other essential artides in hostels 

• Stern action against smuggling, hoarding, blackmarketing, evasion of taxes; 
Goods valued at Rs. US crores confiscated 

• Reservation in different factories for 10,025 apprentices; 9,425 apprentices 
appointed 

• Free text-books for 44,000 children of weaker sections studying in classes I to V 

• Workers participation in industries ensured 

• Economy of Rs. 11.90 crores in Governmental plan and Rs. 40 crores in 
non-plan expenditure envisaged in 1975-76. 

• Target of 7.53 lakh hectares additional irrigation potential in 1975-76 

• Additional financial assistance to weavers; 20 new spinning milk to be opened 

bund by S00CHNA NIRDESHAIAYA. U. P. 


18687/D.I. (fast) ADVTT 1092/71 




front will force it to push its export ef- ductivity of the same size as in earlier 

forts. The large increases in output per years as planned. 

employee will not, therefore, be reflected, (2) Higher prices for raw materials 

as m earlier years, in a corresponding in- and energy will be apt to change price 

crease in the standard of living. In these structures in Hast Germany, making eco- 

circumstances, it is doubtful whether it nomic planning and control more. 

will be easy to achieve increases of pro- Sources and acknowledgements: The 

Changing oil currents 


THE firmest ECONOMIC development so 
far this month has come from Britain. 
After ten years of enormously expensive 
development the flow of North Sea oil 
into Britain has been officially inaugu¬ 
rated. According to its prime minister 
Britain should be self sufficient in oil by 
1980 ; in only two years time it is hoped 
that the Forties oilfield, the biggest and 
the first to operate of about 12 British 
fields in the North Sea, will be supplying 
about a quarter of Britain's oil require¬ 
ments. Oil now coming ashore at the 
rate of about 50,000 barrels a day should 
by 1977 be coming in at 400,000 barrels a 
day. 

This first public demonstration of the 
results of ten years work since British 
Petroleum was awarded a licence to ex¬ 
plore a seabed block 110 miles north-west 
of Aberdeen, since then about £750 mil¬ 
lion have been invested in the difficult 
task of lowing huge drilling rigs out to 
sea and getting the oil ashore, is a shot 
in the arm for a country plagued by 
economic troubles, labour disputes and 
policy uncertainties for nearly 20 years. 
With North Sea gas, which already sup¬ 
plies energy to a substantial sector of 
British industry, it is a significant deve¬ 
lopment in British independence for in¬ 
dustrial and domestic energy sources. 
With oil discoveries so far of an estima¬ 
ted value of £200 billion Britain begins to 
move into a major oil-producing class. 
It provides the backbone for the indepen¬ 
dent British stand over representation at 
next month’s producer consumer energy 
sources meeting in Paris and puts Britain 
well ahead of West Germany and France in 
the race for security in oil supplies. 

joint approach 

The second piece of contemporarily 
one-upmanship for Britain is the nearly 
simultaneous agreement arrived at by 
the government, industry and the trade 
unions on a common strategy to reverse 
two decades of economic decline. The 
National Economic Development Coun¬ 
cil approved official proposals to make 
detailed statistical analyses on 30 key 
sectors of British industry and meanwhile 
to make more funds available to prime 
industrial investment during the current 
recession, in this policy agreement 
there is less immediate substance than in 
the beginning of North Sea oil deliveries 
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and it will not be before the next meeting 
oft he NEDC in January that it begins to 
become clear whether there is substance 
in the agreement or wheather it is merely 
an expression of will to work cooperati¬ 
vely. The indications are that industry 
in Britain is likely to have the encourage¬ 
ment of being able to operate more profi¬ 
tably. 

While this British move forward in 
production and industrial policy shows 
up well at a time when the USA’s biggest 
city moves towards a highly publicised 
bankruptcy, when Scandinavian countries 
including oil-rich Norway-fccl obliged to 
move towards protection to keep their 
industries from receding farthcr-and when 
France is taking steps to counter a parti¬ 
cularly worrying rate of inflation, its 
international effects should be examined. 

British obtinacy 

The British insistence on individual 
representation at the Paris energy sources 
discussions is angering its Common 
Market partners, already badly rattled 
by British obstinacy over farm prices and 
its seeming greed over allocations of 
regional aid. Britain has now also a 
vested interest in seeing that the world 
price for oil docs not fall too low-—in 
distinction from its Market partners' 
attitudes of wishing to be able to buy 
oil as cheaply as can be justified. 
Britain as an oil-producer begins, in* a 
sense, to join the Middle East, Venezuela 
and some African countries as an oil 
source. But since until, at the earliest, 
1980, it will not be producing anything 
like enough oil to power its own indus¬ 
tries. Britain will for a decade not join 
these countries as an oil exporter. 

Ten years is a very long time in energy 
politics. The rapid rate of development 
in nuclear energy all over Europe and 
worldwide (there arc now more than 170 
power reactors in operation in 19 slates 
and it is officially expected that there 
will b: at least 420 in operation by 1980) 
means that at almost the same time when 
- Baiiain will be moving towards self-suffi¬ 
ciency in oil most other industrialised 
states may be requiring less oil. By 1980 
the large North Sea oilfields with high- 
flow rates, the American supplies from 
Alaska and the second largest natural gas 
field at Groningen in Holland will be 
pumping industrial energy near home to 
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foregoing summarises a report in the latest 
issue of the Economic Bulletin published 
by the Deutsches Institut fur Wirtschaft- 
sforschung (Kocnigin-Luise-Str., Berlin 
33), but theDIW is responsible neither for 
the wording of my summary nor for 
my interspersed comments. 

E. B. Brook, Vienna. 

west European industries already turning 
largely to nuclear power for their propul¬ 
sion. The OPEC oil price increases can 
be thanked for having spurred the British 
Dutch and Norwegian oil and gas efforts. 

The future of oil production and 
price polices will clearly be something 
new industrial power politics; the value 
of Middle East production in the overall 
energy market is unlikely to decline as 
sharply as mere statistics might imply; the 
value of its oil production to Britain’s 
balance of payments is unlikely to be 
much more than a lucky break wiping out 
the adverse effects of the 1973 oil price 
increase bui not sufficient to cushion the 
shortfall in Britain's non-oil balance of 
payments. The effect of market forces 
on oil prices is currently shown by the 
fact that the 10 per cent crude-oil price 
increase voted by OPEC in September has 
turned out to be an advance of rather 
less than nine per cent in price to Ihe 
USA and of only rather more than five 
per cent to most European customers. 

US apathy 

Compared to British oil production 
initiative -largely financed by US based 
companies -and to continental go-ahead 
with nucleai power reactors, the USA is 
surprisingly slack in building up potential 
for resistance to a repitition of the 1973 
OPEC oil price initiative. With the US 
economy climbing out of recession 
energy consumption and oil imports are 
likely to resume a long-term upward 
trend by the end of this year. 

President Ford’s goal of reducing oil 
imports by two million barrels a day by 
1978 is almost certain to prove a myth. 
The USA is producing 1.3 million barrels 
of crude oil fewer a day than it did in the 
1970-72 period. Narural gas flow has 
fallen by some 11 per cent. Coal pro¬ 
duction has moved forward very slowly 
from 590 million tons in 1973 to a pro¬ 
bable 640 million tons this year and pro¬ 
duction-of nuclear power lias doubled in 
the same period. But nuclear power 
still provides only eight per cent of the 
electricity used in the USA, plant cons¬ 
truction and fuel have become sharply 
more expensive and there is doubt about 
uranium supplies lasting out this century 
if consumption remains as steep as it is 
now—and prospects are that it will soon 
be steeper. 
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Batch: 

ASIACAD 
VII th course 


Teacher: 

Sujit Chatter) ee 


Lesson: 

At Grindlays 
-the learning process 
never ends 


Who Is Sujit Chottorjee? 
Sujit Chatterjee heads 
ASIACAD, Grindlays' Credit 
Training Centre where people 
from Grindlays and even 
other banks are trained. 

By Sujit and others. Where 
they learn modern financial 
management concepts. 

Where things are taught with 
the accent on making people 
understand the living 
organism of financial affairs. 
So that they are capable of 
giving financial counsel in 
the light of national priorities, 
the changing economic 
environment and modern 
financial management 
concepts. 


Who also works for 
Grindlays? 

Many other professionals like 
Sujit Chatterjee. Working in 
different areas. 

Traders constantly working 
to obtain the best foreign 
exchange rates for Grindlays' 
customers. Management 
Consultants assisting existing 
and new enterprises with 
their know-how and 
experience. Helping industry 
produce at optimum cost and 
encouraging profitable growth. 
Personnel men working to 
put the right man on the right 
job so that the job gets done 
better. Corporate Planners, 
coordinating the plans of all 
functions, monitoring their 
progress, helping to achieve 
the social and economic goals 
that the Bank has set for itself. 


There are many others. 
Professionals at work. 

In Grindlays professionalism 
is a creed. And this is seen 
in all Grindlays' work. 
Whether in the traditional role 
of commercial banking or in 
newer ones like Management 
Consultancy and Merchant 
Banking. It is banks like 
Grindlays who have enlarged 
the conventional role of 
banks in India, extending it 
to cover wider areas of 
industry and finance. 



Grindlays 

Bank 

Limited 


IncweretMl«the UnMd Kmgdont 
ThekUMrtyot mantwi* A tmted. 


GRINDLAYS 
—Professionals in banking 
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Mrs Gandhi, quite clear- 

ly, has become unduly intolerant of critics 
abroad, particularly foreign governments 
.which, according to her, are trying to pre¬ 
ach democracy to India although they have 
been assisting in the overthrow of demo¬ 
cratic governments in various countries, 
including those in the sub-continent, by 
extending moral and military support to 
subversion. As stated in a UNI report 
of a speech she made in Hyderabad, she 
raised her voice and asked: “What is it 
to them (foreign powers) whether we have 
democracy or not in India today?” If 
I remember aright, only recently, when she 
addressed the 21st Commonwealth Par¬ 
liamentary Conference, which was held 
in our capital city, she remarked that we 
were all living not only in one world but 
also in a world that was shrinking in the 
sense that, since peoples were being thrown 
together more and more, they had to 
communicate with one another more con¬ 
tinuously, understand one anothers .needs 
or problems more precisely and in greater 
detail and cooperate more actively among 
themselves for dealing with issues of 
common concern and thereby building 
a constructive and cooperative inter¬ 
national community. I may not be 
quoting her exactly but this, "if I am not 
mistaken, was the gist or thrust of what 
she said on that occasion. If Mrs Gandhi 
believes this to be true of the world we 
live in, I do not see how she can reason¬ 
ably lake to task other countries or even 
other governments for showing concern 
or interest in developments in the Indian 
political situation. 

It is true that she was being critical of 
only what she described as “undue” con¬ 
cern on the part of foreign powers about 
the future of democracy in India. But 
the qualifying adjective is vague enough to 
be pointless for purposeful discussion 
In fact, it could be argued that no amount 
of concern can be deprecated as excessive 
or undue when an issue so vital to human 
civilization as the state of democracy in a 
country of 600 million people is being 
discussed or considered. Mrs Gandhi 
believes, evidently, that not every foreign 
government or observer or commentator 
abroad who could be suspected of enter¬ 
taining reservin' ions or who may have 


reacted adversely to certain recent political 
developments in our country, can be 
regarded as being inspired by the purest 
of motives. In this she may be right to 
the extent that every country in the world 
as well as the world as a whole has its 
share of opportunists, hypocrites or other 
types and descriptions of intellectually 
or otherwise dishonest persons. But it is 
also most certainly true that there are 
people, in numbers small or great, in al¬ 
most every part of the world who, agree¬ 
ing with Mrs Gandhi about the one shrin¬ 
king world in which we all must live, do 
care sincerely and seriously for liberal 
values or liberal causes anywhere. 

Mrs Gandhi has enough resources at her 
command (besides being sufficiently able 
herself) to project her views to people in 
other lands and attempt to influence 
their thinking in favour of the particular 
interpretation she herself places on the 
affairs of or developments in our country. 
In fact, she has been doing this not only 
assiduously but also with some success. 
There is therefore no need for her to try 
to strengthen her case by calling into 
question the motives of all those abroad 
who may sincerely believe that recent 
political developments in our country 
have in some respects been less than fort¬ 
unate in terms of the orderly evolution 
of democratic institutions or the steady 
establishment of democratic processes 
and attitudes of mind. 

The argument that for 

those abroad to express an opinion 
on the Indian political situation is 
to interfere in our internal affairs or 
to insult our sovereignty is of course 
unworthy of respect. We ourselves, 
including leaders or representatives 
of our government, have always been 
freely expressing our views, favourable 
or otherwise, on political developments in 
other countries and I remember, for 
instance, the scorn with which Jawaharlal 
Nehru commented on the advent of 
guided democracy in Pakistan when, at 
a press conference he held immediately 
after the assumption of power by Ayub 
Khan in that country, he was asked by 
newsmen for his reaction to that event. 
Even today the tragic convulsions rocking 


MOVING 

FINGER 


Bangladesh have, at various points, 
moved or tempted spokesmen of our own 
government to offer comments on certain 
aspects of political developments there 
and I would be the last person to suggest 
that these observations should neverhave 
been made. 

If the cause of human 

civilization has been on the move despite 
so much that has been happening in the 
history of the world to hinder or hamper 
it, it is only because voices, big or small, 
have always been raised on behalf of it, 
1 would therefore say that, while Mrs 
Gandhi has the right to expound her 
point of view and has indeed a responsibi¬ 
lity for doing so, no useful purpose will 
be served by her serving notice on the 
rest of the world that it should not discuss 
India for the duration. In any case her 
own propaganda media have lost no 
opportunity of giving the utmost publicity 
to foreign comments considered favoura¬ 
ble to her own government’s way of look¬ 
ing at things in this count ry. 

Finally, let me allude in this context to 
the clarification vouchsafed by our am¬ 
bassador in Washington, Mr T.N. Kaul, 
of the Indian vote in the UN in support 
of the resolution calling Zionism “a form 
of racism”. Mr Kaul has argued that the 
position taken by India on this issue is 
not anti-Israel or anti-Jew but is only 
against “anli-Arabism”. Describing ra¬ 
cial discrimination as a fundamental 
problem which violates human rights, he 
has said that the UN resolution on 
Zionism, consequently, docs not amount 
to interference in the internal affairs of 
Israel although it condemns a situation 
in the state of Israel in which Arabs and 
those who do not follow the Jewish reli¬ 
gion are denied “equal rights”. I 
believe that to equate Zionism with racism 
is grossly wrong and I am sad indeed that 
the vote cast in the name of India was 
cast in favour of the UN resolution. 
Nevertheless I would readily agree that, 
if there arc people who sincerely believe 
that basic human values are being dis¬ 
regarded in Israel, they cannot be preven¬ 
ted from or even criticized for saying so 
just as foreign observers of or commenta¬ 
tors on the Indian scene must necessarily 
be free to express their views when they 
are persuaded that the issues involved are 
significant for human rights. 

The obituary on Franco 

in The Statesman describes him as the 
“last of the fascist troika”. If the sugges¬ 
tion is that he was an equal and equally 
participating partner of Hitler and Mus¬ 
solini, it is obviously misconceived. He 
used the other two and, to a less extent, 
was used by them, but there wss never 
any troika. Franco, for the most part, 
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minded his business, which was run¬ 
ning Spain as he wanted it to be run. 
He did not want to run Europe, let alone 
the world. He was no hawker or ex¬ 
porter of any universal ideology. His 
consuming passion was to keep 
communism out of Spain and he was 
prepared to do this even if this meant 
sacrificing the last Spaniard to the cru¬ 
sade. Franco, of course, was a fanatic. 
Like all fanatics he generated much evil 
and caused great human suffering but, for 
all that, he never went for a ride with 
Hitler or Mussolini. Had there indeed 
been a troika, Spain would not have had to 
wait till 1975 to write ‘finis* to the Franco 
chapter. That would have been done in 
1945 or earlier. 

Abu has a cartoon in The Indian Express 
showing a winged Franco expressing dis¬ 
may because he finds an anti-fascist rally 
being held “up there*’. 1 should have 
thought that anti-fascist rallies could 
have cause for provocation only “down 
there”. In saying this I am certainly not 
trying to cast any aspersion on the good 
people of our own country who right now 
ate so busy holding anti-fascist rallies. 
India, as we ail know, is neither “up 
there” nor “down there”. It is simply 
and happily all there—thanks to the 
emergency. 

In the first issue of this 

journal to appear afler the historic event 
of June 26 this year,, we had a leading 
article on “Our Livestock Problem”. 
It carried a suggestion that this country 
should try to get rid of some of its abun¬ 
dance of sheep profitably by finding ex¬ 
port markets for the beasts in the Persian 
Gulf countries. Some of those who read 
this article, I understand, were inclined 
to read more into it than appeared on the 
surface. 1 am therefore relieved to find 
that the State Trading Corporation is 
taking this suggestion at its face value and 
is planning a sheep export promotion drive 
directed towards the Persian Gulf area. 

Another proposition advanced in this* 
journal also seems to have caught on. In 
our issue of October 7 we said that the time 
was ripe for certain Asian countries to 
group themselves for purposes of regional 
economic cooperation since, politically, 
they had started developing remarkably 
similar philosophies, policies and pro¬ 


grammes. it was pleaded in this connec¬ 
tion that Iran and India were particularly 
well placed to take the initiative in this 
matter and they should consult with each 
other on the project. I am therefore 
happy indeed to read in the newspapers 
that the Shah of Iran has proposed that 
the Regional Co-operation for Develop¬ 
ment (RCD) grouping, which was set up 
in 1964 to promote economic coopera¬ 
tion between its three members, namely, 
Iran, Pakistan and Turkey, should be 
enlarged to include India, Afghanistan 
and Iraq. It always does the heart good 
to see birds of the same feather flocking 
together and a point which wc could note 
with great pleasure is that there arc so 
many other countries in our part of the 
world which sport like plumage and which 
should therefore be able to join this 
grouping in due course and make the flock 
grow larger and larger. 

There is, in the August 

issue of Insight, published from Hong 
Kong, an article on India captioned “A 
light has gone out”. The author, Mr S.M. 
Ali, hazards the guess that “the key to the 
crisis in India may well lie in Mrs Gandhi's 
own somewhat pathetic desire for power, 
in her inability to overcome her own sense 
of insecurity and in her failure to regain 
her lost credibility with her people'*. He 
hastens to add that this view is not his own 
original thought but is “the explanation 
offered to him in New Delhi exactly 24 
hours before Mrs Gandhi put India under 
emergency rule”. According to him “it 
came from a much respected chief editor 
of a leading Indian newspaper, who, like 
so many other experts in New Delhi, 
found the political climate just as unbear¬ 
able as the hot New Delhi summer.*’ 

This editor, Mr Ali says, was one of 
many in New Delhi he had talked to dur¬ 
ing the week-end in June who did not 
want or expect to sec the opposition 
topple the Congress rule in India—or, for 
that matter, even to unseat Mrs Gandhi. 
As Mr Ali saw it, what this editor appa¬ 
rently stood for was a vindication, not 
so much of Mrs Gandhi's right to stay 
in power, cs of his country's flagging demo¬ 
cratic system. Mr Ali concludes that this 
editor’s continuing scepticism about 
India’s political parties, including the 
ruling Congress, has not yet made him a 


cvnic about the political system itself'. 

1 am not offering any prizes for guessing 
who this “chief editor of a leading Indian 
newspaper” is. He may not like to be 
identified. 

Mr M. Bhaktavatsalam 

who apparently thinks that he will 
be able to manage another innings for 
himself as chief minister if the merger of 
two Congress parties in Tamil Nadu 
could be brought about, has informed the 
world at large that “certain outside forces, 
including some foreign powers, were at 
woik in Tamil Nadu to scuttle the merger • 
moves.” Mr Bhaktavatsalam refuses to 
elaborate his reference to these “outside 
forces”, but he is justified in saving his 
breath. It is plain after all that only 
the United States and China are the two 
foreign powers which have the resources to 
undertake such an audacious and gigan¬ 
tic task as the sabotaging of the merger 
of the two Congress parties in Tamil 
Nadu. My suspicion is that the govern¬ 
ments of these two countries are acting 
together on this occasion so that they 
could pool their resources by bringing of 
this epochal coup. 


Nevertheless, Mr Bhaktavatsalam in 
his old age need not be unduly tense or 
anxious. President Ford had sacked the 
CIA chief, Mr William Colby, only a 
few days ago and the new man, Mr 
George Bush, has not yet arrived at his 
post. This must mean some respite for 
Mr Bhaktavatsalam and his colleagues. 
There is perhaps even more reassuring 
news from China where biology seems to 
be fighting our battles with or in Peking. 
Illness, perhaps terminal, is supposed to 
have put Premier Chou En-Iai out of 
circulation, while the years closing upon 
Chairman Mao, have rendered this drea¬ 
ded dragon chief unable even to recall his 
hundred thoughts—let alone add to them 
any more. In the circumstances, while the 
evil intentions of Mr Bhaktavatsaiam’s 
“outside forces” may be taken for 
granted, it may be safely assumed that 
their capacity for evil, which is normally 
massive, seems to be temporarily res¬ 


tricted by the 
special circum¬ 
stances of the 
present. 
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TRADE 

WINDS 


Life insurance 
Corporation 

Life Insurance Corpora¬ 
tion's premium income dur¬ 
ing 1974-75 came to Rs 
511.24 crores as against Rs 
454.88 crore« of 1973-74, 
thereby recording an increase 
of 12.39 per cent. The total 
income of the Corporation 
for the year 1974-75 amoun¬ 
ted to Rs 690.02 crores as 
against Rs 616.21 crores in 
1973-74. The Li fc Fund of l he 
Corporation has crossed the 
Rs 3,000 crores mark and now 
it stands at Rs 3033.79 crores 
as against Rs 2704.42 crores 
on March 31, 1974. LlC\s 
working results for 1974 75 
indicate that not only has it 
been possible to extend the 
cover of life insurance to 
larger fields, the process of 
mobilisation of resources and 
that of channelising them to 
nation-building activities has 
been increasingly continued, 
notwithstanding several un¬ 
favourable conditions for 
business during the year under 
review. 

Record New Business 

The total new business of 
the Corporation has touched 
an unprecedented figur* of 
Rs 3112 crores as against Rs 
2586 crores recorded duiing 

1973- 74* and Rs 2075 crores 
during 1972-73. The growth 
rate lias been 20.3 per cent in 

1974- 75 as against about 25 
per cent in 1973-74. There 
was a spurt in group business. 
As against Rs 662.14 crores of 
group business in 1973-74, the 
same during 1974-75 amounted 
to Rs 1339.82 crores. New 
lives numbering 941,000 under 
758 schemes have been insured. 

As at March 31, 1975, the 
total business in force of the 
Corporation amounted to Rs 
13309 crores covering 18.822 


million policies out of 
which Rs 11852 crores under 
18.820 million policies re¬ 
present individual business 
while Rs 1457 crores under 
2428 schemes represent busi¬ 
ness in force under Group 
schemes, benefiting a total 
number of 2.318 million lives. 
The average sum assured per 
policy (excluding Group in¬ 
surance business) increased 
during the year to Rs 9807 
from Rs 9334 of the previous 
year. 

Net Lapses 

The net lapses duiing J974- 
75 amounted to 5.4 per cent 
of the mean life assurance in 
force in India. For the ear¬ 
lier two years viz. 1973-74 
and 1972-73 this percentage 
was 5.3. Claims by death 
and maturity amounting to 
Rs 145.17 crores and num¬ 
bering 468,000 claims were 
paid during the year. The 
corresponding figure for 
1973-74 was Rs 107.36 crores 
for a total number of 374,000 
claims. „ 

The special drive launched 
two years back to see that the 
deposits do not accumulate 
was continued during the year. 
Deposits fell lo Rs 29.29 crores 
as at March 31, 1975 from 

Rs 31.15 crores on March 31, 
1974 and Rs 36.58 crores held 
in deposit on March 31st, 1973. 
During the year the Corpora¬ 
tion has invested as much as 
Rs 232 crores in socially- 
oriented schemes for providing 
(a) housing, (b) electrification 
(rural & urban), (c) water 
supply and (d) for sewerage. 
With the increasing emphasis 
thereon the Corporation’s total 
investments in these spheres 
have grown year after year. 
As at March 31, 1975 they 
aggregated to Rs 1218 crores, 
being about 41 per cent of its 
total investment portfolio as 


against Rs 1041 crores as on 
March 31,1974, being about 
39 per cent of the Corpora¬ 
tion’s total investments. 

Voluntary Disclosure 
Scheme Clarified 

Doubts have been expressed 
that the persons coming for¬ 
ward with disclosures under 
the Voluntary Disclosure of 
Income and Wealth Ordinance, 
1975 may be asked questions 
by the Income-Tax Officers 
about the source of income de¬ 
clared by them and that a per¬ 
son making a declaration may 
be treated as an assess* with 
an unclean tax record by those 
authorities. It is clarified 
that (a) no harassment will be 
caused to those who take ad¬ 
vantage of the Disclosure 
Scheme; (b) no questions will 
be asked about the source of 
the voluntarily disclosed in¬ 
come; and (c) the fact that a 
person has made a declaration 
shall not cause any stigma to 
be attached to him for the 
purpose of his future assess¬ 
ments. In other words, he 
will not be treated as an 
assessee who had an unclean 
record in the past. 

Income-tax Officers have 
been directed to give these 
assurances to members of 
the public whenever they are 
approached for any clarifica¬ 
tion of the provisions of the 
Voluntary Disclosure of In¬ 
come and Wealth Ordinance, 
1975. For declarations to 
be made in search and seizure 
cases, it is open to an intending 
declarant to approach the con¬ 
cerned Commissioner of In¬ 
come-tax to discuss his assess¬ 
ment matters. It might be 
possible to come to a tentative 
agreed figure of income to be 
declared under the Ordinance 
in those cases where enquiries 
have been completed by the 
departmental officers. 

India-Zaire Economic 
Cooperation 

A delegation of Indian eco¬ 
nomists will visit Zaire shortly 
to identify certain projects to 
be started with Indian techni¬ 
cal collaboration. This was 
disclosed recently at a press 
conference by the Ambassador 


of Zaire to this country. He 
said talks between India and 
Zaire were in progress for the 
purchase of 400 Indian 
wagons, ] 5 diesel and five elec¬ 
tric locomotives. A feasibility 
study for a 1,000-km-long 
railway line with the assis¬ 
tance of Indian engineers was 
m progress. The Ambassador 
stated that his country was 
prepared to buy finished and 
semi-finished products and in 
turn Zaire could supply India 
copper and other raw materials. 
He added that though India 
was a highly-industrialised 
country this was not known in 
Zaire or even in other African 
countries. 

Demand For Indian 
Lathes 

Automatic capstan and turet 
lathes made in India had 
Rs 2.5 crores export maikft 
during 1974-75. Centre lathes 
which secured over Rs 93 
lakhs were mainly supplied 
to USA (Rs 36 lakhs), Nor¬ 
way, New Zealand, Carada 
and Australia. For other 
varieties of lathes supplied 
by India during 1974-75, Aus¬ 
tralia proved to be the major 
buyer, whose put chases totaled 
Rs 50 lakhs while LISA and 
New Zealand were among the 
important customers. Besides 
lathis, Indian industry is in 
a position to supply a wide 
range of metal working machi¬ 
nery. For instance, it ex¬ 
ported radial and other drill¬ 
ing machines at a value of 
nearly Rs 80 lakhs during 
1974-75. USA, Netherlands, 
Australia and Poland were 
among the principal buyers. 

Picking Popularity 

Milling and shaping 
machines are also picking up 
popularity in the world mar¬ 
kets. The exports have effected 
not only the developing 
countries but also to many 
developed economies, parti¬ 
cularly in Europe. Milling 
machines were exported in 
1974-75 to Australia, UK and 
New Zealand while shaping 
machines were supplied princi¬ 
pally to UK, Greece and Phili¬ 
ppines. The total exports of 
milling, planning an d shaping 
gears as also cutting and slat¬ 
ing machines were of the order 
of Rs 77 lakhs. Metal forming 
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machinery sucn as bending, 
forming and shearing machines 
as well as mechanical and 
hydraulic presses are supplied 
abroad in a sizeable quantity. 
The export value of the metal 
forming machinery totalled 
Rs 65 lakhs. The total export 
of metal working machinery 
during 1974-75 was worth Rs 
5.9 crorcs. 


Output in Public Sector 

The public sector under¬ 
takings under the Department 
of Heavy Industry have recor¬ 
ded a production valued at 
Rs 353.15 crores during the 
period April to October 1975. 
The production during the 
month of October 1975 was 
valued at Rs 57.28 crores, 
which was 92 per cent of the 
target of Rs 62.36 crores. 
The performance of some of 
the major units during the 
period April to October 1975 


has been very good. The 
Bharat Heavy Electricals 
Limited had a total production 
from all its units worth Rs 
202.69 crores, which was 95 
per cent of the target figure 
of Rs 213.37 crores. It was 
46 per cent higher than the 
production during the same 
period last year. The Mining 
and Allied Machinery Cor¬ 
poration had a production 
valued at Rs 12.64 crores. It 
was 82 per cent of the target 
of Rs 15.41 crores and 38 per 
cent higher compared to the 
same period last year. 

Sick Units Do Well 

The production of Jessop 
& Company, one of the sick 
units taken over by the 
public sector, made a remark¬ 
able performance by produc¬ 
ing goods worth Rs 22.74 
crotes and achieving 105 per 
cent of the target figure of 


21.75 crores. Their produc¬ 
tion during the period was 28 
per cent higher than in the 
same period last year. 

The Hindustan Machine 
Tools had a production from 
all ils units valued at Rs 35.25 
crores, which was 84 per cent 
of the target figure of Rs 41.79 
crores. Their production dur¬ 
ing the period was 23 per 
cent higher than last year. 
Another sick unit taken up 
by the public sector—I.S.W.- 
Bum -recorded a commend¬ 
able performance by achieving 
92 per cent of the target for the 
period. Their production was 
valued at Rs 14.09 crores, 
which was 85 per cent higher 
than the production during 
the same period last year. 

The production of Bharat 
Heavy Plates and Vessels dui- 
ing the period was valued at 
Rs 6.78 crores, which is 84 


per cent of the *arg*t figure 
of Rs 8.07 crores. In the 
production achievement dur¬ 
ing the month of October 1975, 
Braithwaite and Richardson 
and Cruddas have done very 
well with 70 per cent and 95 
per cen of the target. Triveni 
Struct urals has achieved 119 
per cent, Tungabhadra S # ee! 
Products 81 per cent, Bharat 
Pumps and Compressors 49 
per cent, Gresham and Craven 
129 per cent and Machine Tool 
Corporation of India 63 per 
cent of their respective targets 
for the month. Scooters India 
Limited produced 1500 scooters 
in the month of October 1975 
valued at Rs 0.50 crores. This 
is 38 per cent of the target of 
Rs 1.33 crorcs. The pro¬ 
duction at this unit was affec¬ 
ted due to continued short 
supply of comppnents. Arthur 
But ler and Britannia Engineer¬ 
ing Works have recorded an 
achievement of 43 per cent and 
55 per cent of their targets 



...Which Is why we at JKs 
try our level best to 
nurture latent talent. 

And help bring it out. 

By imparting training in 
management, research & 
engineering. 

By developing the 
inherent skills of 
technicians & skilled 
labour. 

By providing lob 
opportunities to the 
educated and the 
un-educated. all over 
India. 

JKs intend doing a lot 
fnora for a lot more 
people. 

The future* men will tell 
a different story. 



J. K. OMANIS AT10M 

SYNTHESIS OF NATIONAL 
TAUNT AND 
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respectively during the months 
of October, 1975. 

Indian Foods Abroad 

Mango and Mango Juice, 
llnstant Coffee and Tea, Pickles 
and Chutneys, Papadas, Fresh 
and frozen Meat are some of 
the processed foods whose 
exports are increasing every 
year. During 1974-75, export 
of processed foods—was wort h 
Rs 42 crores as against Rs 
31.03 crorcs in 1973-74. The 
target for 1975-76 is placed at 
Rs 50.83 crores and exports 
worth Rs 18.12 crores have 
already been executed during 
April-August, 1975. 

Major Market 

The European Economic Co¬ 
mmunity emerged as a major 
market in 1974-75 accounting 
for about 27.8 per cent of our 
exports of processed foods. 
Exports to USA and Canada 
accounted for 24.4 per cent. 
West Asia 18.6 per cent and 
ESCAP Region 14.7 per 
cent. It is expected tlial 
exports to the developed mar¬ 
ket economies, particularly the 
EEC, would rise further during 
the current year as a result of, 
among other factors. The 
Generalised System of Pre¬ 
ferences concessions available 
under (GSPj. 

Exports to USSR of Mango 
Juice and Instant C'olfe^ valued 
at Rs one crores each a re under 
execution. This country has the 
potentiality to export canned 
and bottled fruits and vege¬ 
tables, dehydrated vegetables, 
meat and meat products, in¬ 
stant colfec and tea, fresh 
fruits and vegetables and wal¬ 
nuts. 

Mineral Exploration 
Corporation 

The Mineral Exploration 
Corporation Limited, a public 
sector undertaking under the 
ministry for Steel and Mines 
has drawn up an annual field 
programme to block out re¬ 
serves of various mineral 
deposits for possible explora¬ 
tion in the coming years. 
The Corporation undertakes 
both contractual and promo¬ 
tional activities. The empha¬ 
sis this year continues to be 
on coal, for which the Cor¬ 
poration proposes to drill 
73,673 meters, on behalf of 


the Coal Mines Authority Ltd 
and Bharat Coking Coal 
Ltd in the Bengal-Bihar and 
Madhya Pradesh-Maharast ra 
regions. The Corporation has 
also taken up exploration for 
non-ferrous minerals like 
copper, lead and zinc deposits. 
Of a number of projects in 
hand, live have already been 
completed. 

The exploration of work 
for non-ferrous minerals 
is likely to be of the order 
of 11300 metres of drilling and 
500 metres of mining. Iron 
ore investigations on behalf of 
the Iron Ore Board is also be¬ 
ing undertaken at an estimated 
drilling of over 4000 metres. 
The Corporation has already 
taken in hand the investigations 
for cement grade limestone on 
behalf of the Kerala govern¬ 
ment. The project involves 
drilling upto 1200 metres. 
A number of “mine construc¬ 
tion projects*' are also being 
taken up on behalf of the 
Hindustan Zinc. Hindustan 
Steel and Singareni Collieries. 

Export of Sugar 

This country earned a for¬ 
eign exchange of Rs 205 crores 
and a profit of nearly Rs 115 
crores on the export of 443.000 
tonnes of sugar in 1974. Ex¬ 
port of sugar during 1973 was 
of the order of 249,000 tonnes 
which earned a foreign ex¬ 
change of 42.21 crores and a 
profit of Rs 6.36 crores. 
During the first 10 months of 
1975, about 800,000 tonnes of 
sugar had been exported and 
the profit earning on this 
would be higher than in 1974. 

In order to export a large 
quantity of sugar a target 
for annual production of 5.7 
million tonnes of sugar has 
been fixed in the fifth Plan and 
to achieve this the licensing 
capacity of the industry has 
been raised to 7.1 million. With 
this production programme 
in view, it is expected that 
India will be able to export a 
fairly large quantity of sugar 
on a regular basis. 

Awards For Outstand¬ 
ing Exports 

Forteen exporters will be 
awarded Trohpies for their 
outstanding performance in 


the fijld of exports in 1972-73 
and 1973-74 by the Commerce 
minister Prof Chattopadhyaya 
some time in the first week of 
December. Nearly 61 other ex» 
porters will be presented with 
Certificates of Met it. The 
recipients of the National 
Awards are: (I) India Tobacco 
Co Ltd, Calcutta (2) Bombay 
Dyeing and Manufacturing Co 
Ltd, Bombay (3) Raymond's 
Woollen Mills Ltd, Bombay 
(.4) Bharat Carpets Ltd, New 
Delhi (5) Dr. Beck & Co. 
(India) Ltd, Poona (6) Bharat 
Electronics Ltd, Bangalore 
(7) Chloride India Ltd, Cal¬ 
cutta (X) Aniline Dyestuffs 
and Pharmaceuticals Pvt Ltd, 
Bombay (9) Union Bank of 
India, Bombay (10) Hindustan 
Machine Tools Ltd, Bangalore 
(11) Jayer and Co Ltd, Cal¬ 
cutta (12) South East Tanning 
Co, Madias (13) Walchand- 
nagar Industries Ltd, Bombay 
and (14) Walker Anjuria & 
Sons Pvt Ltd, Jamnagar. 

Credit to Cotton Mills 

In the context of the diffi¬ 
culties faced by cotton spinn¬ 
ing mills on account of large 
accumulation of cotton yarn 
(particularly hank yarn) reflect¬ 
ing the depressed conditions 
in the handloom industry, and 
the need to ensure that the 
production of yarn is not ad¬ 
versely affected, the Reserve 
Bank has advised the scheduled 
commercial banks to show 
some flexibility in the applica¬ 
tion of inventory norms when 
working out the credit require¬ 
ments of cotton spinning mills 
for a temporary period upto 
the end of March 1976. 

The norms prescribed for cot¬ 
ton mills at present are two to 
three months (according to the 
location of the mills) for raw' 
cotton and nine weeks for 
finished goods (including bills 
and receivables). Within this 
overall framework, the banks, 
it is suggested, may consider 
some interchangeability, i.e. 
if a part of the maximum credit 
limits against raw cotton re¬ 
mains unutilised, the credit 
limit against finished goods 
may be enhanced to an equi¬ 
valent extent over and above 
the present maximum permissi¬ 
ble limit of nine weeks. Such 


enhancements should, however, 
be restricted to a maximum 
period of three weeks. In 
other words, the level of in¬ 
ventory of finished goods 
should not, in any case, be in 
excess of three months. 

The banks are also advised to 
restore, as far as possible, up¬ 
to the end of March 1976, in 
respect of spinning mills, the 
margins on advances against 
yarn in force prior to Novem¬ 
ber 1973. The Reserve Bank, 
it will be recalled, had advised 
on November II. 1975 that the 
additional margins stipulated 
earlier on inventories of cotton 
texiiles, yarn, etc, in November 
1973 had been withdrawn. 

The Reserve Bank has poin¬ 
ted out that, while ihe solu¬ 
tion to the problem of yarn 
stocks lies essentially in appro¬ 
priate marketing and pricing 
policies in respect of cotton 
texiiles to effect a revival of 
demands, as a purelx temporary 
measure, some flexibility in 
respect of bank credit may be 
of some help. 

Higher Productivity 

Various methods to motivate 
the employees and boost man¬ 
power productivity were dis¬ 
cussed at a five-day Workshop 
which was held in New Delhi 
recently. Mr C\ Subramaniam, 
minister of Finance, inaugu¬ 
rated the Workshop. Organi¬ 
sed by the Management 
Development Institute in co¬ 
operation with the Bureau of 
Public Enterprises, the Work¬ 
shop made a critical appraisal 
of various techniques, mone¬ 
tary and non-monetary, of 
remunerating labour to maxi¬ 
mise worker productivity. 

Various issues relating to 
job satisfaction, better underst¬ 
anding between the employers 
and the employees, wage incen¬ 
tive schemes and work pro¬ 
cedures were discussed. Pro¬ 
duction-oriented welfare mea¬ 
sures, ingredients of climate 
for industrial peace and impli¬ 
cations of different styles of 
management were also dis¬ 
cussed. 

The Workshop was desig¬ 
ned to meet the needs 
of public sector and private 
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tector organisations including 
financial institutions and com¬ 
mercial banks. It was atten¬ 
ded by senior executives en¬ 
gaged in formulating policies 
and deciding remuneration, 
wages, incentives and fringe 
benefits affecting personnel 
and influencing their motiva¬ 
tion. 

Fuel Efficiency Training 
Course 

The National Productivity 
Council, in collaboration with 
the Asian Productivity Or¬ 
ganisation, Tokyo, is organis¬ 
ing a training course on fuel 
efficiency at New Delhi from 
November 17 to December 6, 
J975. Among the countries 
participating in the course arc 
Hong Kong, Korea, the Phili¬ 
ppines, Sri Lanka, Thailand, 
India, Pakistan and Nepal. 
Mr K.C\ Pant, union minister 
for Energy, inaugurated the 
training course. The Secretary 
General of the Asian Producti¬ 
vity Organisation, Mr. Harumi 
Takeuchi, also took part in the 
inaugural function. 

Fuel Economy 

The fuel efficiency 
training course deals, 
with various energy sources, 
their utilisation, transporta¬ 
tion and stoiagc and measures 
for economising on fuel con¬ 
sumption. The course also 
includes substitute sources of 
energy and the economics of 
energy systems. 

It has been realised that 
progressive attitudes and tech¬ 
niques can best be obtained 
through a concerned producti¬ 
vity drive by several Asian 
countries cooperating on a 
multilateral basis to strengthen 
and improve their national 
productivity. 

The governments of 
several Asian countries, 
therefore, cstabfished the 
Asian Productivity Organisa* 
lion in May 1961 by drawing 
up a Convention for this pur¬ 
pose. The headquarters of 
the Organisation are at Tokyo. 
The ovemll objectives of the 
APO are: Fostering mutual 
help; disseminating knowledge; 
assisting national productivity 
organisations’ activities; and 


stimulating the productivity 
movement in the entire region. 
The APO ho*ds conferences 
and symposia, sends out study 
missions, arranges for services 
of technical experts, handles 
technical inquiries, conducts 
training courses and provides 
fellowships. Faculty support 
is also given to seminars in 
member-countries. Research 
and information activities 
form part of its programme. 

Cold Rolled Strips 

According to a notification 
issued by the ministry of 
Industry and Civil Supplies, 
a” industrial undertakings 
engaged in the manufacture of 
cold rolled steel strips and box 
strappings will now be re- 
requied to obtain COB licenses. 
Undertakings registered in 
the small scale sector are, how¬ 
ever, exempted from this re¬ 
quirement. The concerned 
undertakings should submit 
applications to the government 
for COB licences in form 
‘EF’ appended to the Regist¬ 
ration and Licensing of In¬ 
dustrial Undertakings Rules, 
1952. Additional details of 
their schemes must also be 
mentioned in the prescribed 
proforma. Applications for 
COB licences for the manu¬ 
facture of the above items 
should be submitted to the 
government within three 
months. Licences will be issued 
within a period of three months 
by the ministry. Manu¬ 
facture of these articles will 
not be permitted without COB 
licences after May 12, 1976, 
unless an undertaking has 
obtained an industrial licence 
for the manufacture of these 
articles from the government 
of India. 

Exemptions Withdrawn 

It may be noted that the 
exemptions allowed to certain 
classes of undertakings from 
the operation of certain pro¬ 
visions of the Industries (Deve¬ 
lopment *nd Regulation) 
Act. 1951, relating to registra¬ 
tion of industrial undertak¬ 
ings, licences for producing or 
manufacturing new articles 
etc. has been withdrawn with 
effect from November 13,1975 
in respect of undertakings 
manufacturing cold , rolled 


*teel strips and box strapp¬ 
ings. 

Cppaclty for Alcoholic 
brinks Banned 

The ministry of Industry 
and Civil Supplies has issued 
ordefs banning the creation 
of additional capacity or ex¬ 
pansion of existing capacity 
for distillation or brewing of 
alcoholic drinks, except in 
wholly export-oricnlcd cases. 
No licence for setting up new 
undertakings or expansion 
of existing undertakings in 
this regard will be granted 
hereafter. The DGTD and 
directors of industries in the 
states have been instructed not 
to register any unit for pro¬ 
duction of alcoholic drinks. 
In a separate notification, the 
government has withdrawn the 
exemption from industrial 
licensing which had hitherto 
been allowed in the case of 
units manufacturing alcoholic 
drinks in the small-scale and 
medium-scale sectors. 

The above decision has 
been taken in pursuance 
of the government's policy 
to introduce prohibition 
in a phased manner. 
Those industrial undertakings 
which have already came into 
existence without obtaining 
an industrial licence under the 
provisions of the Industries 
(Development and Regulation) 
Act, 1951, will now be required 
to obtain COB licences with 
a period of threw months. A 
period of one month with effect 
from November 19, 1975, has 
been allowed for sending appli¬ 
cations. 

Seminar on New 
Economic Order 

The four-day “National 
Seminar on the New Inter¬ 
national Economic Order 
and UNCTAD-IV’\ orga¬ 
nised by the Indian Institute 
of Foreign Trade, at the ins¬ 
tance of the UNCTAD Sec¬ 
retariat, concluded on Novem¬ 
ber 20, 1975. The seminar was 
attended by a number of 
intellectuals, academicians and 
policy-makers. The seminar 
took note of the discussions 
at the sixth ands eventh special 
sessions of the UN General 
Assembly and recent inter¬ 


national developments, in¬ 
cluding the emergence of 
OPEC within the group of 
“77”, the signing of ihc Lome 
Convention, by which the 
special interests of 46 ACP 
countries were covered in the 
form of quota-free and tariff- 
free entry of goods into EEC, 
the emergence of the Most 
Seriously Affected Countries 
(MSCAs) among developing 
nations, consequent to the 
energy crisis and the effect of 
recession and fear of un¬ 
employment in many deve¬ 
loped countries. 

The seminar went into the 
baric questions of the deterio¬ 
rating terms of trade of 
primary producing countries, 
the need for stabilisation of 
prices ai remunerative levels, 
taking into consideration 
international inflation and 
consumer interests, the OPEC 
experiment, the need for en¬ 
couraging producer associa¬ 
tions, the manner in which 
the in -tegrated programme 
could work, the relative signi¬ 
ficance of the elements of the 
programme and the present 
efforts of developed countries 
in putting foivuud alterna¬ 
tive proposals to the prog¬ 
ramme. 

NCDC Bonds 

The Second Series of 6 per 
cent National Cooperative 

Development Corporation 
Bonds of a total value of Rs 2.50 
crorcs were over subscribed 
immediately aficr it opened 
for public subscription 

on November 20, 1975. The 
Bonds will mature in 1985. The 
NCDC is engaged in plann¬ 
ing and promoring programmes 
through cooperative societies, 
for production, processing, 
marketing, storage, export and 
import of agricultural produce, 
food-sluffs, poultry feed and 
collection, processing, market¬ 
ing, etc., of minor forest pro¬ 
duce. The Bonds luive been 
issued for augmenting the 
resources for the furtherance 
of these programmes. The 
NCDC. issued the first series 
of its Bonds for a similar 
amount in March, 1975, which 
was oversubscribed within 
hours of its opening. 
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COMPANY 

AFFAIRS 


West Coast Paper 

The west Coast Paper Mills 
has declared a higher dividend 
of 14 per cent on a higher 
capital for the year ended June 
30, 1975 as against Rs 12 per 
cent paid for 1973-74. Out 
of the recommended, 12 per 
cent will be paid immediately 
while the balance of two per 
cent will be paid on a defeired 
basis. Because of the power 
cut and the change in the manu¬ 
facturing pattern brought 
about by the production con¬ 
trol order, the output of paper 
boards dropped to 44,879 tonnes 
from 50,466 tonnes while sales 
went down to 44,683 tonnes 
from 49,403 tonnes. This set¬ 
back was, however, more than 
neutralised by higher realisa¬ 
tions. 

Sales Revenue 

The revenue from sales 
looked up to Rs 17.49 
crorcs from Rs 14.05 crorcs 
while gross profit advanced 
to Rs 4.00 crores from 
Rs 3.73 crores in the pre¬ 
ceding year. Out of the gross 
profit, the directors have app¬ 
ropriated a sum of Rs 1.12 
crores to depreciation reserve 
as against R$ 84.71 lakhs in 
1973-74 while the allocation 
to development rebate reserve 
was reduced by Rs 15 lakhs to 
Rs 44 lakhs. Taxation ab¬ 
sorbed as Rs 92 lukhs, Rs 
3 lakhs less than in the previous 
year while a sum of Rs 1.53 
crores was transferred to 
general reserve as compared to 
Rs 1.36 crores previously. Total 
dividends will claim Rs 57.42 
lakhs, Rs 14.40 lakhs more 
than in the previous year. 

Rallis India 

Rallis India has received the 
sanction for issuing 63,600 
equity shares of Rs 100 each 
at a premium of Rs 25 per 
share as rights shares to the 
existing shareholders in the 
ratio of one-for-five. The direc¬ 


tors have further decided 
to issue one-for-threc bonus 
shares on the existing 
equity share capital as well as 
on the proposed right shares, 
as the right shares are expected 
to become fully paid only by 
the end of July 1976, the bonus 
shares will actually be issued 
and allotted to the shareholders 
on a dale to be fixed by the 
board. The bonus shares will 
rank pari-passu with the exist¬ 
ing ordinary shares and rights 
shares to be issued and will be 
eligible to dividend from 
the profits earned in the 
accounting year commencing 
from September 1, 1976. 

Calcutta Electric Supply 
Corpn. 

The government in a re¬ 
appraisal of the future prospects 
of power in West Bengal 
has proposed the Calcutta 
Electric Supply Corporation’s 
continuance in the business 
up to January 1, 2000 and has 
also proposed that the com¬ 
pany undertake a programme 
of substantial augmentation of 
generating capacity to offset 
a good part of the shortage 
expected at* the end of the 
present decade.'Although Cal¬ 
cutta Electric Supply Corpora¬ 
tion has the technical and ad¬ 
ministrative ability to meet the 
challenge, the immediate and 
most serious constraint facing 
the company is finance. 

The sharp rise of plant and 
labour costs during the past 
few years have already *made 
the company face the difficult 
position of being unable to 
sustain the normal growth of 
the undertaking with the in¬ 
ternal resources generated by 
it. The company is presently 
negotiating a scheme of exter¬ 
nal financial assistance to the 
extent of Rs 9.5 crores in 
three tranches over the next 
five years. There has been a 
decline in the company's liqui¬ 
dity ratio (i.e. the ratio of 


current assets to current liabi¬ 
lities) from 1.5 to 1 to 1.1 to 1. 

The reasons for this decline 
are the marked increase in 
capital expenditure during the 
year coupled with the enhanced 
tax liability-not to mention, 
of course, the general effect 
of inflation. It will also be 
realised that the additional 
borrowing, which will be 
within the Board’s existing 
powers, cannot be long delay¬ 
ed. In fact discussions are at 
present taking place with (he 
Indian financial institutions on 
this subject. 

The company is confident 
that it will be able to 
secure this assistance without 
prejudicing the interests of its 
stockholders in any way but 
the problem will be a hard 
reality when it comes to the 
company undertaking any 
schemes of substantial aug¬ 
mentation of generating capa¬ 
city. If present indications are 
any guide, the company may 
be called upon to add 240 
MW of capacity by 1979-80 
at an estimated capital outlay 
of £47.5 million (Rs 90.0 
crores) 

Constraints of Finance 

The company has made 
the governments both in 
Calcutta and Delhi aware of 
the constraints of finance in 
the way of the company and 
the need to secure external 
financial assistance of this 
magnitude, without any detri¬ 
ment to stockholders' interests, 
and it is hoped that these con¬ 
straints will be removed as 
the governments both in Cal¬ 
cutta and Delhi are of the view 
that the company should 
undertake a capacity addition 
of 240 MW by 1979-80. 

If additional finance of the 
size indicated is to be secured 
the stockholders will have to 
consider increasing the borrow¬ 


ing powers of the Directors. 
When discussions with the 
governments have progressed, 
at an appropriate time, the 
Board will approach the stock¬ 
holders with all necessary and 
proper information for their 
support to an increase in the 
borrowing powers of the board. 
These observations were made 
by the Chairman, Mr Sachindra 
Chaudhuri while reviewing 
the activities and performance 
of the company during 1974- 
75. 

Revision of Rates 

The Clear Profit, as compu¬ 
ted under the Electricity 
(Supply) Acl, 1948, was 
some Rs 112 lakhs short of 
the Reasonable Return of 
Rs 241 lakhs. In his review 
last year, the Chairman had 
anticipated a shortfall on the 
basis of operating costs runn¬ 
ing ahead of a delayed increase 
of rales to consumers. The 
shortfall has however been 
higher than anticipated and 
the downturn of sales has been 
a contributing factor. The 
current year has already seen 
a further increase of operating 
costs on account of coal and 
imported power but the re¬ 
deeming feature on this occa¬ 
sion is that the government 
has given timely concurrence 
to a comprehensive scheme 
of revision of rates designed to 
bring the Clear Profit nearer 
in line with the Reasonable 
Return. 

Canara Bank 

Canara Bank introduced a 
new insurance-linked deposit 
scheme on November 19, its 
Founder’s Day. The Niran- 
tara deposit scheme offers the 
insurance benefit to depositors 
in the 18-48 age group. Under 
the bank's scheme, a depositor 
pays Rs 10 oi multiples thereof 
every month for seven years. 
On the completion of seven 
years, the depositor gets Rs 
1200 (in the case of a monthly 
deposit of Rs 10). In the event 
of a depositor's death at any 
time after two years of the 
opening of the account, the 
unpaid instalments are pro¬ 
tected by the Life Insurance 
Corporation of India. The 
bank is observing a self- 
employment fortnight from 
November 19 till December 6 
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in keeping with the 20-point 
economic programme. 

mim Fin* Blank 

Indian Fine Blank Limited is 
setting up a plant at Calcutta 
for the manufacture of press 
tools, fine balancing tools and 
components for the precision 
engineering industry. The com¬ 
pany has been granted a 
licence to manufacture 60 lakh 
pieces of press tools, dies and 
fine blanking tools and 140 
lakh pieces of components 
respectively per annum. The 
plant is being set up in 
technical collaboration with 
Heinrich Schmid, Switzerland, 
who will also participate in 
the share capital. The capital 
outlay on the project is estima¬ 
ted at Rs 75 lakhs, including 
the cost of the imported plane 
and machinery placed at Rs 
39.20 lakhs. The cost will be 
met by share capital (Rs 28 
lakhs), term loans (Rs 45.60 
lakhs) and unsecured loans 
' (Rs 1.40 lakhs). The company 
proposes to enter the capital 
market shortly with a public 
issue of 11,270 equity shares 
of Rs 100 each and 5,000 pre¬ 
ference shares of Rs 100 each. 

Madhya Pradesh 
Industries 

The dry battery plant set up 
by Madhya Pradesh Industries 
Ltd. at Bhopal has gone into 
production. It was formally 
inaugurated on November 
15 by Mr. T.A. Pai, minister 
of Industry and Civil Supplies. 

The plant is a collaboration 
venture between Madhya 
Pradesh Industries and Vartu 
AG of West Germany—the 
famous dry battery manu¬ 
facturers with over 80 years 
of experience. Their exclusive 
Zinc Chloride technology and 
the cold setting process (first 
time in India) will be now 
available in India. With an 
annual capacity of 60 million 
cells, the plant will initially 
produce metal-jacket batteries 
for transistors, but equally 
good for all other transisloris 
equipments and torches. 
News and Notes 

The first consignment of 
machinery from France for the 
J.K. Tyre plant, being set up 
in KankrOli, Rajasthan, has, 
arrived m Bombay. The tyre 
plant is scheduled to go into 


production by September next. 
The balance of machinery 
for the plant from France, 
Holland and the USA is 
expected in the country in the 
next few weeks. The indi¬ 
genous components, being 
manufactured by reputed com¬ 
panies, are also likely to be at 
the site in the next few months. 
The civil construction of the 
plant is nearing completion. 
When in full production, the 
tyre plant will manufacture 
five lakh tyres and tubes of all 
types in technical collabora¬ 
tion with General Tire Inter¬ 
national Co. of the U.S.A. 

HMT's Srinagar Factory 

With the commissioning of 
Hindustan Machine Tools* 
new factory at Zainakot, Sri¬ 
nagar, Siemens India have com¬ 
pleted the electrification of 
yet another plant of national 
importance. The forma! inau¬ 
guration of the plant was done 
by the prime minister on 
October 10, 1975. With ‘Chi- 
nar’ and Nishat’ watches 
rolling out of this modern 
plant, HMT is better equipped 
to meet the heavy demand of 
their watches. Siemens were 
involved right from the dcsign- 
ingtothecommissioning stage 
of the electrification of this 
factory. The equipment desig¬ 
ned, supplied and erected by 
Siemens covers high tension 
and low tension switchboards, 
distribution boards, trans¬ 
formers, cables, motors, star 
ters and switchgear. Even the 
electrification scheme was 
worked out by Siemens. Fur¬ 
ther, the job also included the 
indoor and outdoor lighting 
of the entire plant, office build¬ 
ings and staff colony. A spe¬ 
cial feature of the job was the 
designing and erection of 
equipment specially suitable 
for the extremely cold winter 
months at Srinagar. 

The pavilion of . the 

Fertilizer Corporation of 

India Limited has been 
awarded the first prize in the 
recent ly-concluded C HE M- 
TECH *75 Exhibition at 

Bombay. FCI was among the 
110 participants both from 
the public and private sectors 
and including some foreign 
organisations working in 

the country. CHEM-TECH 


*75 Exhibition was the first 
of its kind and was organised 
as an export-oriented exposi¬ 
tion of India's development 
and capabilities in chemical 
technology and chemical en¬ 
gineering industry. The dis¬ 
play in FCI’s pavilion was 
devoted primarily to explain 
the skills acquired by and the 
services offered by FCI in 
feriilizer technology and 
industry as well as to show the 
range of industrial chemicals 
manufactured by FCI and their 
applications. 

The name of the Agricultural 
Refinance Corporation has 
been changed to Agricultural 
Refinance and Development 
Corporation under the Agri¬ 
cultural Refinance (Amend¬ 
ment) Act, 1975 (45 of 1975) 
which came into force on 
November 15, 1975. The 

amendment enables the Cor¬ 
poration to fulfil its growing 
responsibilities in a more 
comprehensive and flexible 
manner and emphasises its 
promotional and development¬ 
al role in agriculture. Some of 
the important features of the 
amended Act arc as under: 
The coverage of the institu¬ 
tions eligible to get assistance 
from the Corporation has been 
expanded. This will permit 
the Corporation, with the 


prior approval of the Reserve 
Bank and the government, to 
extend direct finance where 
considered necessary; The 
limit of authorised capital has 
been raised from Rs 25 crords 
to Rs 100 crores; The Cor¬ 
poration will now be able to 
purchase or sell the bonds 
and debentures of an eligible 
institution, besides subscrib¬ 
ing to them; The Corpora¬ 
tion can guarantee deferred 
payments in respect of pur¬ 
chase of capital goods from 
outside as well as within India: 
The Corporation can waive 
the requirements of security 
in respect of an eligible institu¬ 
tion or any class of eligible 
institutions or for any specified 
schemes; The restriction in 
the principal Act debarring 
the Corporation from provid¬ 
ing working capital funds has 
been removed; The Corpora¬ 
tion can undertake research, 
conduct surveys and techno- 
economic studies on develop¬ 
ment of agriculture on its 
own or through an approved 
agency. 

Since its inception and up 
to November 15, 1975. the 
Corporation has disbursed 
refinance assistance totalling 
Rs 439 crores, its commit¬ 
ment of funds in respect of 
the 2,250 scheme* sanctioned 


GOVERNMENT OF INDIA 

6* PER CENT LOAN 1996 TO BE ISSUED 
AT RS 100.00 PER CENT AND REPAYABLE 
AT PAR ON 1ST DECEMBER 1996. 

Subscriptions to the above loan will be received simultaneously and 
will be limited to a total of Rs 200 crores (approximately). Subscriptions 
may be in the form of cash/chcque. Government reserve the right to 
retain subscriptions upto ten per cent in excess of the notified amount. 

2. tf the total subscriptions received for the loan exceed the notified 
figure plus the amount of ten per cent retainable as aforesaid, partial 
allotment will be made in respect of the subscriptions received and the 
balance refunded in cash as soon as possible. 

3. Interest on the loan will be paid half-yearly on 1st June and 1st 
December. Interest on the loan now issued together with interest on 
other previous Government securities and income from other approved 
investments will be exempt from income-tax subject to a limit of Rs 3,000 
per annum and subject to other provisions of Section 80L of the Income- 
tax Act* 1961. The value of the Investments in the loan now issued to¬ 
gether with the value of the other previous investments in Government 
securities and the other investments specified in Section 5 of the Wealth Tax 
Act will also be exempt from the Wealth Tax upto Rs. 1,50,000/- 

4. Subscription list will open on 1st December 1975 and close on 3rd 
December 1975 or earlier without notice. 

Applications for the loan will be received at :— 

a) Offices of the Reserve Bank of India at Ahmedabad, Bangalore, 
Bombay (Fort and Byculta). Calcutta, Hyderabad, Kanpur, Madras, 

Nagpur, New Delhi and Patna; 

b) Branches of the subsidiary banks of the State Bank of India 
conducting Government treasury work except at Hyderabad; and 

c) Branches of the State Bank of India at other places in India. 

For full particulars please apply to any of these offices or branches. 
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amounting to Rs 940 crores. 
The Corporation is currently 
handling 22 projects assisted 
by the World Bank Group. 
Up to the end of September 
1975, the total disbursement 
by the Corporation under these 
projects amounted to Rs 197 
crores, which was reimbursed 
to the extent of Rs 122 crores 
by the World Bank in free 
foreign exchange. 

New Issues 

Mahavir Spinning Mills will 
be entering the capital market 
on December 1 with a public 
issue of nine lakh equity shares 
of Rs 10 each and 19,900(11 
per cent) cumulative redeem¬ 
able preference shares of Rs 
100 each at par. Out of this, 
seven lakh equity shares and 
19,990 preference shares have 
been underwritten by financial 
institutions and share¬ 
brokers. The promoters, 
Vardhman Spinning and Gene¬ 
ral Mills, have given an under¬ 
writing to the financial institu¬ 
tions, that in the event of the 
public issue not being fully 
subscribed, they will agree to 


take up further upto two lakh 
equity shares of Rs 10 each, 
and that no underwriting 
commission will be payable to 
the promoters on these shares. 
In the event of the public 
issue being oversubscribed, the 
promoters have agreed to bring 
in Rs 20 lakhs by way of sub¬ 
ordinate loans and the term 
loans from the financial insti¬ 
tutions would be reduced to 
that extent. The subscription 
list will close on December 
11, or earlier but not before 
December 3. 

The company is setting up a 
spinmng mill at Pur-hiran in 
the industrially backward dis¬ 
trict of Hoshiarpur of Punjab 
with an installed capacity of 
25,088 spindles. It expects 
that 10,000 spindles will go 
into production by the end 
Of March 1976 and another 
15,088 spindles by September- 
October 1976. The total capi¬ 
tal outlay of Rs 4.60 crores 
will be met by share capital of 
Rs 1.70 crores, term loans 
and debentures from financial 
institutions and banks of Rs 
2.75 crores and subsidy from 


central government of Rs 15 
lakhs. 

Short Supply 

The cotton yarn is expected 
to remain in short supply dur¬ 
ing the fifth five-year Plan and 
thereafter also. Barring un¬ 
foreseen circumstances the 
company expects to earn suffi¬ 
cient profit to pay dividend on 
preference shares and a hand¬ 
some dividend on equity shares 
within a reasonable period. 
The object of the present issue 
is to provide a part of the 
finance required foi the setting 
up of this project. 

Denison Hydraulics India 
Ltd is offering ten rupee equity 
shares worth Rs 15.30 lakhs 
and 3,000 (11 per cent) redeem¬ 
able cumulative preference 
shares of Rs 100 each for cash 
at par to the public for 
subscription. The subscription 
list opened on November 27 
and will close on December 
8 or earlier but not before 
November 29. The company 
has plans to set up a plant capa¬ 
ble of manufacturing high 
pressure hydraulics systems 
and components worth Rs one 


crore a year at Patancheru, a 
notified backward area. The 
company, which has catered 
into a technical and financial 
collaboration agreement with 
Abex Corporation of the 
USA, has already completed 
civil construction and ex¬ 
pects delivery of plant and 
machinery by the end of the 
current year. It hopes to go 
into commercial production 
by the first quarter of 197$, 
Tlie plant and machinery have 
been selected in a manner that 
will permit an increase in pro¬ 
duction capacity of Rs 2 crores 
a year with a marginal invest¬ 
ment. The government’s ap¬ 
proval for raising the capa¬ 
city is expected shortly. 

At present there is a big 
gap between the demand and 
the production of hydraulic 
systems, the former being 
placed at Rs 8 crores and the 
latter at Rs 3 crores a year. 
The company therefore does 
not expect any marketing pro¬ 
blems for its products which 
will conform to international 
standards. It hopes to declare 
a reasonable dividend to equity 
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shareholders within a reason- . 
able time after the plant goes 
into commercial production. 

Jay Electric Wire Corpora¬ 
tion will offer for public subs¬ 
cription of December 1, ten- 
rupee equity shares worth Rs 
24.60 lakhs and 100-rupee 

E “ pence shares worth Rs 10 
to raise a part of the 
capital out lay of Rs 1.32 crores 
for the setting up of a plant 
with an annual production 
capacity of 300 lakh pieces of 
tungsten coiled coil filaments 
and 600 lakh metres of tungs¬ 
ten wires. To be set up in a 
recognised backward area near 
Mysore, the plant will start 
commercial production be¬ 
fore the end of March 1976. 

The company will employ a 
full integrated manufacturing 
process, producing finished 
filaments (singled and coiled 
coils) from heavy-guage tungs¬ 
ten rods. The company's pri¬ 
mary raw materials will be 
# tungsten rods and molyb¬ 
denum wires to import which 
the government has already 
given it the necessary imporr 
licences. Its products will 
be used by the established 
lamp manufacturers including 
those in the small-scale sector. 

In view of the gap between 
the production and the antici¬ 
pated demand, the company 
does not expect any marketing 
problems for its products. It 
sales for 1976 will be around 
Rs 60 lakhs and those for 
1977 around 85 lakhs, the ex¬ 
pected profit being 12 per 
cent, and 15 per cent res¬ 
pectively. 

New Registrations 

In southern region, com¬ 
prising the states of Tamil 
Nadu, Andhra Pradesh, Kar¬ 
nataka, Kerala and the union 
territory of Pondicherry there 
has been an increase in the 
number of companies registered 
during the quarter ended 
September 30, 1975. As many 
as 170 companies have been 
registered (28 public companies 
and 142 private companies) as 
against 161 companies (22 
public companies and 139 
private companies) during the 
quarter ended June 30. 1975. 
The total Authorised Capital 
of these newly registered com¬ 
panies is Rs 2,633.63 lakhs as 


compared with the previous 
quarter's figure of Rs 2,212.57 
lakhs. Out of these new 
registrations 14 companies 
are big sized companies, each 
having an authorised capital of 
Rs 50 lakhs and above. 

Under Liquidation 

Sixteen companies with an 
aggregate paid up capital of 
Rs 14.31 lakhs went into 
liquidation during the quarter 
under review. Nine com¬ 
panies have been struck off 
with a total paid up capital 
of Rs 1.56 lakhs. Two com¬ 
panies were finally dissolved. 

During this quarter one 
company was transferred from 
Maharashtra to Tamil Nadu; 
one company was transferred 
from Kerala to Karnataka. 
Two companies were trans¬ 
ferred to Andhra Pradesh one 
from West Bengal and the 
other from Gujarat. 

In all 58 companies com¬ 
prising nine public companies 
and 49 private companies with 
a total authorised capital of 
Rs 446 lakhs and Rs 879.50 
lakhs respectively were 
registered in the state of Tamil 
Nadu during the quarter. Of 
these eight companies were 
giant sized companies having 
an authorised capital of Rs 50 
lakhs and above each. Eight 
companies with an aggregate 
paid up capital of Rs 11.20 
lakhs went into liquidation 
during the quarter. 

Three public companies with 
a total authorised capital of 
Rs 185 lakhs and 31 private 
companies with a total autho¬ 
rised capital of Rs 143.64 
were registered in the state of 
Andhra Pradesh during the 
quarter. Of these one com¬ 
pany was a giant sized com¬ 
pany having an authorised 
capital of more than Rs 50 
lakhs. 

Four companies with a total 
paid up capital of Rs 2.11 
lakhs went into liquidation 
and one company with a paid 
up capital of Rs 4,000 was 
struck off. 

Eleven public companies 
with a total authorised capital 
of Rs 430 lakhs and 44 pri¬ 
vate companies with a total 
authorised capital of Rs 215.99 
lakhs were registere during 
this quarter. Of these four 


companies are giant sized 
companies with an authorised 
capital of Rs 50 lakhs and 
above each. Three companies 
with a total paid up capital of 
0.95 lakh went into liquida¬ 
tion during this quarter. 

Four public companies with 
a total authorised capital of 
Rs 115 lakhs and 16 private 
companies with a total authori¬ 
sed capital of Rs 201.50 lakhs 
were registered during this 
quarter. Of these one com¬ 
pany was giant sized company 
with an authorised capital of 
Rs 50 lakhs. 

One company with a paid 
up capital of Rs. 0.05 lakh 
went into liquidation. Eight 
companies with a total paid up 
capital of Rs 1.52 lakhs were 
struck off two companies were 
finally dissolved. 

One public company with 
an authorised capial of Rs five 
lakhs and two priva f e com¬ 
panies with a total authorised 
capital of Rs 10 lakhs were 
registered during this quarter. 
There were no cases of liqui- 
dation/st ricking off during 
the quarter. 


Capital and Bonus Issues 

The Controller of Capital 
Issues has given consent to the 
following two companies to 
raise capital. The details are 
as under. 

Veneers and Laminations 
(India) Limited; To capitalise 
Rs 25 lakhs (inclusive of the 
capital already raised) in 
2,50,000 equity shares of Rs 
10 each for cash at par, out of 
which shares worth Rs 12.25 
lakhs will be offered to the 
public by a prospectus. The 
purpose is to provide a part of 
finance required for the pro¬ 
ject for the manufacture of 
decorative veneers, plywood 
articles. 

Detergents India Limited, 
Hyderabad : To issue capital 
of Rs 32 lakhs, divided into 
3,20,000 equity shares of Rs 
10 each (inclusive of the capi¬ 
tal already raised) for cash 
at par. Out of this, equity 
shares worth Rs 16 lakhs each 
shall be subscribed by the 
Apid and the remaining 16 
lakhs to be issued to the 
Copromoters etc., all privately. 
The proceeds will be utilised 
to meet a part of the finance 
required for the industrial 
undertaking to be set up in 
Andhra Pradesh. 


Dividends 


(Per ccn() 


Name of the company 

• 

Year ended 

Equity dividend 
declared for 

Current Previous 
year year 

Higher Dividend 

Travancore Chemicals 




Mfg. Company 

June 30, 1975 

14.0* 

12.0 

Rollatainers 

June 30. 1975 

10.0** 

Nil 

Indian Hune Pipe 

June 30, 1975 

12.0 

8.0 

Vidarbha Paper 

Kirloskar Electric Com¬ 

June 30, 1975 

8.0 

5.0 

pany 

June 30, 1975 

12.0 

9.0 

Hindustan Sugar Mills 

June 30. 1975 

9.0 

7.2 

Western India Plywoods 

Same Dividend 

March 31, 1975 

8.0 

7.0 

Kaycee Industries 

June 30. 1975 

7.5 

7.5 

Mahendra Mills 

March 31. 1975 

10.0 

10.0 

Orissa Textile Mills 

March 31, 1975 

Nil 

Nil 

Bengal Flour Mills 
Reduced Dividend 

Dec. 31, 1974 

Nil. 

Nil 

Kothari Sugars 

Dec. 31. 1974 

Nil 

9.0 

Kirloskar Oil Engines 

June 31, 1975 

6.5 

7.0 

Rohit Mills 

Dec. 31, 1974 

11.00 

13.0 


*On the enlarged capital **Maidcn dividend. 
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Save 

with 

grace 

linoleum floor-covering* are an economic 
investment* Linoleum endows your home 
with a graceful decor. By retaining its 
striking elegance for years, it saves you 
so much in repair and renovation costs..- 
you’ll need a whole elephant to serve 
as a piggy-banki 
Stain-proof, easy to dean and polish. 
Linoleum comes in a wide range of colours 
and designs. Choose yours. 


LINOLEUM 


v*rsatil« floor-covering m For better living 


TX>. 


India Linoleums Ltd, 
a ►Wen Bengal. 
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RECORDS 

AMD 

statistics 


Estimates of na¬ 
tional product 
and related 
aggregates: 
1973-74 

The Central Statistical Orga¬ 
nisation has recently brought 
out the regular white paper 
on National Income presenting 
estimates of national product 
and other related data, such 
as consumption, saving, capi¬ 
tal formation and transac¬ 
tions of the public sector for 
1972-73, and also the quick 
estimates for 1973-74. Several 
refinements and improvements 
in data have been effected in 
this publication. Tables on 
the consolidated accounts of 
the nation as recommended by 
the United Nations in its 
publication “A System of 
National Accounts and Sup¬ 
porting Tables (Series l\ 
No. 2 Rev. 3)*' have also 
been included. Several tables 
relating to private consump¬ 
tion and transactions of the 
public sector have been added 
for the first time, particularly 
on the purpose-wise classi¬ 
fication of government ex¬ 
penditure and the activities 
of non-departmental enter¬ 
prises. 

Comparable estimates of 
national product at cons¬ 
tant prices have also been 
computed for the earlier de¬ 
cade 1950*51 to 1959-60 and 


r -N 

A synopsis of this pre¬ 
sentation appeared in 

Eastern Economist dated 
I November 7, 1975 (page 
882) 

_ J 

presented in the publication so 
as to provide a continuous 
time scries data on nalional 
income since the inception of 
planned development for analy¬ 
tical purposes. The following 
review is confined to the esti¬ 
mates of nalional income and 
related tables. 

The Central Statistical 
Organisation has released the 
detailed break-up of the quick 
estimates of national income 
for 1973-74 in the white 
paper. The quick estimates for 
1973-74 show's an increase of 
3.1 per cent in the national 
income (i.e. net national pro¬ 
duct) over the year 1972-73, 
which had witnessed a decline 
of 0.9 per cent over the pre¬ 
vious year. The rccovciy in 
national income (at constant 
prices) from Rs 19,130 crorcs. 
in 1972-73 to Rs. 19,724crorcs 
in 1973-74 was mainly the 
result of an increase of 7.5 per 
cent in foodgrain* production 
coupled with a rise of 8.4 
per cent in the output of oil¬ 
seeds which in turn led to an 
increase of 6.4 per cent in the 
share of the agricultural sector 
h national income. Unlike in 
1972-73, income fiom forestiv 
and logging, construction and 
railways declined by 3.7 per 
ctnt, 6.1 per tent and 11.3 pci 
cent, respectively. Important 
industry sectors which did not 
show any improvement during 
the year were banking and insu¬ 
rance and mining & quarrying. 

At current prices the national 
income in J973-74at Rs 49,290 


crores recorded an impressive 
rise of 24.5 per cent over the 
previous vear against a growl h 
rate of 8.2 per cent in 1972-73, 
but this was largely the result 
of significant price rise. The 
per capita income at constant 
prices at Rs 340.1 in 1973-74 
rose by 0.8 per cent over 1972- 
73 while the per capita income 
at current prices reached the 
level of Rs 849.8 in 1973-74, 
recording an increase of 21.7 
per cent over the year ago 
level. 

An analysis of net domestic 
product at constant prices by 
industry of origin reveals a 
slight improvement in the share 
of the primary sector from 41.7 
per cent in 1972-73 to 42.8 
per cent in 1973-74, mainly at 
the expense of the secondary 
sect or the share of which moved 
down corerspondmgly from 

23.3 per cent in 1972-73 to 

22.4 per cent m 1973-74, while 
there was no significant change 
in the share of the tertiary 
sector (around 35 per cent). 
At current prices, the share 
of primary sector showed an 
improvement from 48.4 per 
cent in 1972-73 to 52.8 per 
cent in 1973-74. 

Marginal Decline 

The nalional income (net 

national product) of India 
(at 1960-61 prices) at 

Rs 19.130 crores in 1972-73 
recorded a marginal decline of 
0 9 per cent over the year as 
againsi an increase of 1.4 per 
cent in 1971-72. With ancsti- 
mated rise of*2.3 per cent in 
population in 1972-73, the 

per capita. national income 
declined by 3.2 per cent during 


1972-73 over and above the 
decline of l .0 per cent ob;ervcd 
in 1971-72. The decline in 
national income as well as per 
capita income in 1972-73 was 
mainly due to the large decline 
of about eight million tonnes in 
the production of foodgrains 
and largely as a result of this 
the contribution of the agri¬ 
cultural sector in the net na¬ 
tional product declined from 
Rs 8,031 crorcs in 1971-72 
to Rs 7,400 crores in 1972-73 
(7.7 per cent). A decline of t his 
order in the agricultural sector, 
the largest constituent of 
the net nalional product, 
more than off-set the cumu¬ 
lative effect of increases re¬ 
gistered by the other sectors. 

Incomes Fall 

fable I perssnls data on 
national income and per capita 
national income at current and 
constant prices lor the five 
years of the fourth Flan. 

I he rate of growth in national 
income during the fourth 
Flan period averaged 2.8 per 
cent per annum i.e., around 
half the i a red ted rate of 5.7 
per cent per annum (in the 
fourth Plan period). The 
nalional income (net national 
product) at 1960-61 prices is 
estimated to have moved down 
b\ Rs 169 i rores from Rs 19.299 
crores in 1971-72 to Rs 19.130 
crores in J972 73 I he per 
capita income at constant 
prices declined from Rs 348,4 
in 1971-72 to Rs 337.4 in 
1972-75. 

The net nalional product 
at current prices for 1972-73 
estimated at Rs 39.592 crorcs 
showed a larger increase of 8.2 
per cent over 1971-7?, compar- 

I 


T MU.l 

Comparison of Movement of Net National Product at Factor 
Cost at Current and Constant Prices 


Item 

1969- 

1970- 

1971- 

1972- 

1973- 

Net national pro¬ 

70* 

7P 


73* 

74t * 

duct (Rs crores) 

At current prices 

31968 

34627 

36599 

39592 

49290 

At 1960-61 prices 

18152 

19035 

19299 

19130 

19724 

Per capita net 
national product (Rs) 

At current prices 604.3 

640. 1 

660.6 

698.3 

849.8 

At 1960-61 prices 

343.1 

351.8 

348.4 

337.4 

340.1 


’“Provisional estimates tQuick estimates. 
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Table II 

Net Domestic Product at Factor Cost by Industry of Origin 


______ (Rs crores) 

At Current Prices At 1960-61 Prices 


Industry 



1969- 

70 

1970- 

71f 

1971- 

72f 

1972- 

73t 

1973- 

74t@ 

1969- 

70 

1970- 

7 It 

1971- 

72f 

1972- 

73f 

1973- 

74f@ 

Agriculture 

15423 

16533 

16976 

18078 

24770 

7612 

8208 

8031 

7409 

7883 


(47.8) 

(47.4) 

(46.0) 

(45.3) 

(49.9) 

(41-5) 

(42.7) 

(42.1) 

(38.4) 

(39.6) 

Forestry and logging 

400 

448 

500 

531 

583 

250 

267 

282 

297 

286 


(1.2) 

(1.3) 

(14) 

(1.4) 

(1.2) 

(13) 

(1.4) 

(1.5) 

(1.5) 

0.4) 

Fishing 

212 

237 

258 

293 

430 

106 

108 

113 

119 

128 


(0.7) 

(0.7) 

(0.7) 

(0.7) 

(0.9) 

(0.6) 

(0.6) 

(0.6) 

(0.6) 

(0.6) 

Mining& quarrying 

341 

351 

370 

400 

403 

214 

212 

222 

231 

232 


d.i) 

(1.0) 

(1.0) 

(1.0) 

(0.8) 

(12) 

(in 

d.i) 

(1.2) 

0.2) 

Sub-Total: Primary 

16376 

17569 

18104 

19302 

26186 

8182 

8795 

8648 

8056 

8529 


(50.8) 

(50.4) 

(49.1) 

(48.4) 

(52.8) 

(44.6) 

(45.8) 

(44.4) 

(41.7) 

(42.8) 

Manufacturing 

4358 

4770 

5179 

5721 

6508 

2975 

2989 

3041 

3167 

3191 


(13.5) 

(13.6) 

(14.1) 

(14.3) 

(13.1) 

(16.2) 

(15.6) 

(15.6) 

(16.4) 

06.0) 

Registered 

2708 

2946 

3235 

3604 

4105 

1858 

1839 

1884 

1981 

1990 


(8.4) 

(84) 

(8.8) 

(9.0) 

(8.3) 

(10.1) 

(9.6) 

(9.7) 

(10.3) 

(10.0) 

Unregistered 

1650 

1824 

1944 

2117 

2403 

1117 

1150 

1157 

1186 

1201 


(5.1) 

(5.2) 

(5.3) 

(5.3) 

(4.8) 

(6.1) 

(6.0) 

(59) 

(6.1) 

(6.0) 

Construction 

1761 

1901 

2009 

2141 

2209 

1076 

1068 

1071 

1102 

1035 


(5.5) 

(5.5) 

(5.4) 

(5-4) 

(4.5) 

(5-9) 

(5.5) 

(5.5) 

(5.7) 

(5.2) 

E'ectricity, gas 











and water supply 

281 

313 

334 

366 

372 

181 

195 

214 

230 

234 


(0.9) 

(0.9) 

(0.9) 

(0.9) 

(0.7) 

(1.0) 

(10) 

(1.1) 

(1.2) 

(1.2) 

Sub-Total: Secondary 

6400 

6984 

7522 

8228 

9089 

4232 

4252 

4326 

4499 

4460 


(19.9) 

(20.0) 

(20.4) 

(20.6) 

(18.3) 

(23.1) 

(22.1) 

(22.2) 

(23.3) 

(22.4) 

Transport, storage 











& communication 

1471 

1601 

1737 

1837 

2002 

957 

981 

1039 

1092 

1081 


(4 6) 

(4 6) 

(4 7) 

(4 6) 

(40) 

(5.2) 

(5.1) 

(5.3) 

(5.7) 

(5.4) 

Railways 

503 

535 

590 

579 

530 

388 

391 

418 

423 

375 


(1.6) 

(1.5) 

0.6) 

(1.4) 

(i.i) 

(2.1) 

(2.0) 

(2.1) 

(2.2) 

(19) 

Transport by other 











means and storage 

767 

830 

885 

985 

1170 

449 

462 

487 

528 

558 


(2.4) 

(2.4) 

(2.4) 

(2.5) 

(2.4) 

(24) 

(2.4) 

(2.5) 

(2.8) 

(2.8) 

Communication 

201 

236 

262 

273 

302 

120 

127 

134 

141 

148 


(0.6 

(0.7) 

(0.7) 

(0.7) 

(0.6) 

(0.7) 

(0.7) 

(0.7) 

(0.7) 

(0.7) 

Trade and hotels 











and restaurants 

3396 

3678 

3904 

4410 

5468 

1961 

2017 

2060 

2113 

2135 


(10.5) 

(10.5) 

(10.6) 

(MI) 

(HO) 

(10.7) 

(10.5) 

(10.6) 

(10.9) 

(10.7) 

Sub-total: Transport, 

com- 










munication and trade 4867 

5279 

5641 

6247 

7470 

2918 

2998 

3099 

3205 

3216 


(15.1) 

(15.1) 

Cl 5.3) 

(15.7) 

(15.1) 

(15.9) 

(15.6) 

(15.9) 

(16.6) 

(16.2) 

Banking& insurance 

539 

636 

7$5 

847 

1015 

283 

310 

348 

370 

370 


(1.7) 

(1.8) 

(2.1) 

(2.1) 

(2.0) 

(15) 

(16) 

(18) 

0.9) 

(19) 

Real estate and owner 










ship of dwelling; 











and business services 650 

696 

745 

830 

866 

454 

459 

467 

475 

486 


(2.0) 

(2.0) 

(2.0) 

(2.1) 

(1.7) 

(2.5) 

(2.4) 

(2.4) 

(2.5) 

(2.4) 

Sub-total : Finance 











Sc real estate 

1189 

1332 

1500 

1677 

1881 

737 

769 

815 

845 

856 


(3.7) 

(3.8) 

(4.1) 

(4.2) 

(3.8) 

(4.0) 

(4.0) 

(4.2) 

(4.4) 

(4.3) 

Public administra- 











tion and defence 

1503 

1635 

1832 

1992 

2260 

1055 

1144 

1288 

1372 

1461 


(4.6) 

(4.7) 

(4.9) 

(5.0) 

(4.6) 

(5.8) 

(5.9) 

(6.6) 

(7.1) 

(7.3) 

Other services 

1905 

2110 

2280 

2453 

2742 

1214 

1261 

1303 

1345 

1388 


(5.9) 

(6.0) 

(6.2) 

(6.1) 

(5.5) 

(6.6) 

(6.6) 

(6.7) 

(6.9) 

(7.0) 

Sub-Total: Community 










and personal services 

i 3408 

3745 

4112 

4445 

5002 

2269 

2405 

2591 

2717 

2849 


00.5) 

(10.7) 

(11.1) 

(11.1) 

(10.1) 

(12.4) 

(12.5) 

(13.3) 

(14.0) 

(14.3) 

Total : Net Domestic 











Product at Factor Cost 32240 

34909 

36879 

39899 

49628 

18338 

19219 

19479 

19322 

19910 


(100.0) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 


Note: Figures in brackets relate to percentage shares of different industries in total net domestic prod ct. 
t Provisional @ Quick estimates. 
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ed with S.1 per cent rise re¬ 
corded in the previouis year 
During the year 1972-73* the 
Index Numbers of Whole¬ 
sale Prices (1961-62=100) 
increased by 9.9 per cent while 
the implicit deflator showed 
a rise of 9.1 per cent. The 
per capita income in 1972-73 
at current prices stood at Rs 
698.3 compared with Rs 660.6 
in 1971-72, recording a rise 
of 5.7 per cent over the year. 

Structural Changes 

Table II presents data on 
composition of net domestic 
product by industry of origin 
at constant prices and at cur¬ 
rent prices for the five years 
ending in 1973-74 and depicts 
the changes in the structure of 
the economy over the period. 
The decline of Rs 157 crores 
from Rs 19,479 crores in 

1971- 72 to Rs 19,322 crores in 
'1972-73 in the net domestic 

product at 1960-61 prices 
contrasted with an increase of 
Rs 260 crores in 1971-72 
(over 1970-71) and was mainly 
due to a substantial decline 
of Rs 622 crores in the contri¬ 
bution of the agricultural 
sub-sector. 

During 1972-73, the 
large decline of Rs 592 
crores in the primary sector 
was off-set only partially by 
increases of Rs 173 crores in 
the secondary sector and Rs 
262 crores in the tertiary 
sector, leaving a gap of Rs 
157 crores as noted above. 
The important sub-sectors 
which registered increases in 

1972- 73 over 1971-72 were: 
(i) manufacturing (Rs 126 
crores); (») transport, storage 
and communication (Rs 53 
crores); (iii) trade and hotels 
and restaurants (Rs 53 crores); 
(tv) public administration and 
defence (Rs 84 crores); (v) 
other services (Rs 42 crores); 
and (vi) banking and insu¬ 
rance (Rs 22 crores). 

The share of primary sector 
in the total net domestic pro¬ 
duct at constant prices moved 
down to 41.7 per cent in 1972- 
73 from 44.4 per cent in 1971- 
72. Its share was around one 
half during 1960-61. The . 
secondary sector increased its 
share from 22.2 per cent in 

1971- 72 to 23.3 per cent in 

1972- 73 Similarly, the ter¬ 

armuAunv 


tiary sector also improved its 
position marginally. Over the 
year 1972-73, the share of 
manufacturing increased from 
15.6 per cent to 16.4 per cent 
while construction, transport 
and communication, trade 
and hotels and restaurants and 
public administration and 
defence improved from 5.5 
per cent, 5.3 per cent, 10.6 
per cent and 6.6 per cent to 
5.7 per cent, 5.7 per cent, 
10.9 per cent and 7.1 per cent, 
respectively. 

The net domestic product 
at factor cost at current prices 
increased by Rs 3,020 crores 
from Rs 36,879 crores in 

1971- 72 to Rs 39,899 crores in 

1972- 73. The percentage contri¬ 
butions of the primary and 
tertiary sectors to the total 
net domestic product in 1972- 
73, however, showed minor 
declines over 1971-72, which 
were much less than those noted 
in the case of net domestic 
product at constant prices. 

Large Share 

The increase of Rs 3,020 
crores in the total net domestic 
product was shared by all 
the sectors, primary sector 
claiming the largest share 
(Rs 1,198 crores) followed by 
tertiary sector (Rs 1,116 
crores) and secondary sector 
(Rs 706 crores). Industry-wise, 
the largest contributors were 
agriculture (Rs 1,102 crores) 
followed by manufacturing 
(Rs 542 crores) and trade and 
hotels and restaurants (Rs 
506 crores). Other industries 
recording increases of Rs 100 
crores or above but less than 
Rs 200 crores were, other ser¬ 
vices (Rs 173 crores), public 
administration and defence 
(Rs 160 crores), construction 
(Rs 132 crores) and transport, 
storage and communication 
(Rs 100 crores). 

As noted earlier, the per 
capita net national product 
at 1960-61 prices declined by 
3.2 per cent from Rs 348.4 in 
1971-72 to Rs 337.4 in 1972- 
73. The per capita national 
product had declined by 1.0 
per cent from Rs 351.8 in 
1970-71 to Rs 348.4 in 1971-72, 
In absolute terms, the per 
capita net national product 
showed only a small increase 
of Rs 31.7 or less than one per 


cent per annum over the period 
1960-61 to 1972-73, and re¬ 
flected a slower growth rate 
than that envisaged in this 
decade of planning. There 
were, however, periods of 
sharp fluctuations. At current 
prices, the estimate of per 
capita net national product 
showed acontiuous rise over 
the period 1960-61 to 1972- 
73 and moved up by 128.4 per 
cent from Rs 305.7 in 1960-61 
to Rs 698.3 in 1972-73, reflect¬ 
ing the inflationary trend in 
the economy. 

GNP Moves Up 

The gross national product 
at current market prices moved 
up from Rs 42,971 crores in 

1971- 72 to Rs 46,715 crores in 

1972- 73, registering an in¬ 
crease of 8.7 per cent, compar¬ 
ed to a rise of 9.9 per cent in 
wholesale prices during the 
same period. 

The first two years of the 
fourth Plan witnessed com¬ 
paratively satisfactory rates 
of growth in national income 
(at 1960-61 prices) at 5.7 per 
cent and 4.9 per cent, res¬ 
pectively, but in 1971-72, the 
third year of the fourth Plan, 
the rate of growth fell to just 
1.4 per cent. The position 
further deteriorated in the 
fourth year of the Plan with 
the national income register¬ 
ing a decline of 0.9 per cent. 
However, the quick esti¬ 
mate for 1973-74, the last 
year of the fourth Plan in¬ 
dicated a welcome recovery. 


with the national income 
moving up by 3.1 per cent. 

As a result, the overall rate 
of growth of the economy 
(measured as average of the 
annual variations) during the 
fourth Plan worked out to 
2.8 per cent i.e., around half 
the targetted rate of 5.7 per 
cent per annum in the fourth 
Plan period. The overall 
growth rates for the first, 
second and third Plans were, 

3.7 per cent, 4.1 per cent and 

2.7 per cent, respectively. Over 
the period 1960-61 to 1973-74 
national income increased by 
about three per cent per annum 
on the average, the correspond¬ 
ing growth rates in primary, 
secondary and tertiary sectors 
being 1.8 per cent, 4.4 per cent 
and 4.7 per cent, respectively. 

Lower Per Capita 

The per capita income in 
J973-74 at Rs 340.1, though 
representing a growth of 0.8 
per cent over 1972-73, was 
less than its level in 1970-71. 
Over the period 1960-61 to 

1973-74 the per capita net 
national product showed a 
rate of growth of one per cent 
per annum. 

An analysis of the net do¬ 
mestic product at constant 
prices by industry of origin 
which throws light on the 
structural changes in the eco¬ 
nomy over the period 1960-61 
to 1973-74 revealed that the 
share of primary sector in 
the net domestic product 
which was around 50 per cent 
in 1960-61 declined to around 


Table HI 


Net Financial Saving—Households (at Current Prices) 

(Rs crores) 


Years 

R.B.I. 

estimates 

c.s.o. 

estimates 

Difference 

1961-62 

521 

489 

32 

1962-63 

512 

499 

13 

1963-64 

751 

743 

8 

1964-65 

661 

714 

—53 

1965-66 

838 

1072 

—234 

1966-67 

770 

806 

—36 

1967-68 

843 

914 

—71 

1968-69 

787 

803 

—16 

1969-70 

835 

906 

—71 

1970-71 

1328 

1361 

—34 

1971-72 

1708 

1574 

134 


Source—: (1) R.B.I. estimates: 1961-62 to 1965-66—Report 
on Currency and Finance 1973-74, 1966-67 to 
1971-72—Revised figures. 

(2) C.S.O. estimates: National Accounts Statistics, 
1960-61—1972-73. 
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40 per cent in 1973-74, while 
the share of the secondary a id 
tertiary sectors registered in¬ 
creases over the period reflec¬ 
ting the growing importance of 
these sec'ors in the total net 
domestic product. It may be 
noted that though the share 
of the manufacturing sub¬ 
sector in the net domestic pro¬ 
duct improved from 13.9 per 
cent in 1960-61 to 16.8 per 
cent in 1965-66, it did not show 
any appreciable improvement 
thereafter. 

Estimates of Saving 

The white paper on Natio¬ 
nal Income also presents the 
estimates of saving and invest¬ 
ment for the years 1960-61 to 
1972-73. Estimates of saving 
in I he form of net financial 
assets and physical assets for 
the household sector are sepa¬ 
rately made available in the 
publication. In the case of the 
former, the estimates arc 
presented by type of instru¬ 
ment also. Since the Reserve 
Hank of India has also been 
compiling and publishing the 
estimates of financial saving 
regularly, CSO’s estimates 
have been compared with those 
of RBI. 

It may be s.cn from the 
Table III that for some years, 
the order of difference for 
the net financial saving of the 
household sector varied from 
Rs 8 crores to Rs 234 crores 
and for the year 1971-72 it 
was Rs 134 crores. 

As to the household invest¬ 


ment in physical assets, the 
estimates ate obtained by the 
CSO as the residual After 
subtracting 1 the investment 
of public sector and private 
corporate sector from the 
aggregate investment in physi¬ 
cal assets. In this connec¬ 
tion, it is observed that the 
investment of the entire private 
corporate sector as estimated 
by the CSO for the years 
1966-67 and 1970-71 at Rs 
307 crores and Rs 306 crores, 
respectively are lower than 
the corresponding investment 
in physical assets of the selec¬ 
ted companies covered m 
the RBI studies on finances 
of Public Limited Compaics, 
even after making adjust¬ 
ments for the revaluation of 
assets. The estimates of private 
corporate sector investments 
in physical assets (net capi¬ 
tal formation) arc given in 
Table IV. 

Unreliable Oata 

Since the household saving 
in the form of physical assets 
constitutes about one half 
of the total saving estimate for 
the sector, such differences 
as pointed out above are likely 
to affect the reliability of the 
estimate of the household 
saving. 

Any discussion of t he t rends 
in net domestic product will 
not be complete without a 
reference to the increasing 
role of the public sector in the 
net domestic product in the 
context of planned develop¬ 


ment in the recent decade and current, prices showed a ; more 
a half. The significant contri- or less steady uptrend from 
but ions of the ,three compo- 10.6 pe* cent in 1960-0 i? 15.9 
nents of the public sector per cent in 1972-73. s , The 
viz, government adminis- component-wise behaviour of 
tration, departmental enter- share of public sector m^y be 
prises and non-department al observed, from .Table V. 
enterprises are brought out Throughout thp period 1960-61 
in the Table V. .to 1972-73, government ad¬ 

ministration lias been., the 
Net domestic product at predominant component. The 
factor cost at current prices share of departmental enter- 
originating from public sector prises remained stationary at 
increased from Rs 5,691 crores around four per cent while that 

in Rs 6 ’ 357 . crores or ‘-non-dcparlmcnial cnler- 

m 1972-73. registering an . * , . 

increase of 11.7 per cent. The P r,scs showed a significant 
share of public sector in the risc from 1-2 per cent in 1960- 
tota! net domestic product at 61 to 4.6 per cent in 1972-73. 

, Table IV 

Private Corporate Sector*—Net Capital Formation 
(at Current Prices) 


(Rs crores) 


Years 

K.BJ. 
cti mates 

CSO. 

estimates 

Difference 

1966-67 

663 

307 

356 

1967-68 

564 

481 . 

83 

1968-69 

338 

421 

—83 

1969-70 

413 

401 

12 

1970-71 

645 

306 

339 

1971-72 

720 

634 

86 


* Comprises Non-national iscd Commercial Banks, Corporations, 
General Insurance., Private Financial and Investment 
Companies and Non-ftnancial nop-Governmcnl Companies. 

Note: The sample figures of net capital formation for public 
limited companies amounted to Rs 334 crores and Rs 
316 crores for the years 1966-67 I artd 1970-71 respec¬ 

tively. This is after making adjustments for revalu¬ 
ation of assets. 


Tablf V 

Share of Public Sector in Domestic Product (at Current Prices) , 


Item 

Gross product cf public sector 
Government odniinistn non 
Departmental enterprises 
Nnn-dcpartmental enterprises 
Net product of public sector 
Government administration 
Departmental enterprises 
Non-dcpartmental enterprises 


I960- 

1961- 

1962- 

1963- 

1964- 

1965- 

1966- 

1967 

r%8 

1969- 

1970- 

1,971- 

T972- 

61 

62 

63 

64 

65 

66 

67 

68 

69 

70 

71,(S) 


73® 

153K 

1733 

1994 

2303 

2587 

2960 

3329 

3777 

4275 

4860 

5467 

6144 

6867 

(10 9) 

(116) 

(12 6) 

(12 7) 

(12 7) 

(13 4) 

(13.1) 

0.2 6) 

(13 9) 

(14 2) 

(14 81 

(15 7) 

(MS'2) 

7.35 

825 

923 

1067 

1208 

1367 

1546 

1780 

1970 

2193 

2401 

2698 . 

2965 

*5 :> 

(5-5) 

(5 «) 

(5 8) 

(5 7) 

(6 2) 

(61) 

(5-9) 

(6 4) 

(6 47 

(6 5) 

<6 9) 

(7 0) 

5K6 

642 

709 

804 

861 

973 

1047 

1.108 

1348 

1336 

1466 

1596 

4686 

(4 2) 

(4 3) 

(4 5) 

(4 4) 

(41) 

(4 4) 

(4 1). 

(3 7) 

(4 1) 

(3 9) 

(4 0) 

(4 1) 

( 40 ) 

217 

266 

362 

436 

518 

620 

736 

889 

1057 

1331 

J6QQ 

1850 

22(6 

(1 5) 

M 8) 

(2 3) 

(2 4) 

(24) 

(2 8) 

(2 9) 

(3 0) 

(3 4) 

(3 9) 

(4*3) 

(4-7) 

<5 2) 

1422 

1602 

1836 

2133 

2381. 

2743 . 

3068 

3465 

3939 

4471 

5047 

5691 

6357 

(10 6) 

(II 4) 

(12 3) 

(12 5) 

•(((«). 

(U‘2) 

0.2V) 

02 2) 

'03-3) 

(U 9) 

045) 

(15 4) 

(15.9) 

725 

825 

923 

1063 

1208 

1367. 

1546 

JJ80 

1970 

2193 

2401 

2698 

2965 

15 5) 

(.5 9) 

(6 2) 

(6 2) 

(6 0) 

(6 6) 

(6 4) 

(6 3) 

(6 7) 

(6 8> 


(7-3) 

1 (7-4) 

‘522 

582 

637 

731 

780 

890 

959 

1010 

1156 

1237 

1,361 

1.493 

(560 

(3 9) 

(4 1) 

(4 3) 

(4 3) 

(3 9) 

1.4-3) 

(4 0) 

(3 *6) 

(4 0) 

(2 9) 

(3-9) 

( 40 ) 

(39) 

165 

195 


. 339 

393 

486 

663 

675 

. 813 

1,041 

1285 

1500 

1832 

0-2) 

(1/4) 

(1 ») 

(2 0) 

(19) 

(2 3) 

(2 4) 

(2*3) 

, (2 8) 

(3 2) 

(3 7) 

(4 0 

<*6) 


Note: Figures in brackets relate to percentages to domestic product. 


(^Provisional. 


Courtesy : Reserve Bank of Tntfia Bulletin, August J075. 
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Records and statistics 


Wholesale 

prices 

The general index of whole¬ 
sale prices (with base 1961- 
62 es *100) registered a fall of 0.5 
per cent to 309.3 during the 
month of September 1975 as 
against 311.0 for August 1975. 
At this level the index for all 
commodities was lower by 5.6 
per cent when compared with 
that of a year ago. This fall of 
0.5 per cent in the general index 
has been contributed mainly 
by 'industrial raw materials* 
and'food articles* which have 
declined by 4.4 and 0.4 per 
cent respectively. 

However, the indices for 
^ 'liquor and tobacco*, ‘chcmi- 
* cals'/ machinery and transport 
equipment’ and 'manufactures* 
moved up by 0.9, 0.2, 0.6 and 
0.4 per cent respectively. 

Food Articles 

The sub-group index for 
'cereals* registered a fall of 
2.7 per cent to 360.9 owing to 
a decline in the prices of all 
cereals included in the sub¬ 
group. Higher prices of gram, 
arhar, masoor and urad raised 
the sub-group index of ‘pulses* 
by 2.1 per cent to 442.5. The 
price of raoong, however, mov¬ 
ed down. 

On the whole, the index for 
‘foodgrains* showed a fall of 1.7 
per cent to 375.7. A fall of 6.7 
per cent to 304.4 in the index 
for ‘fruits and vegetables' was 
caused by lower prices of pota¬ 
toes, oranges, bananas and 
cashewnuts. The prices of oni¬ 
ons, however, moved up. 

Thes ub-group index for 
‘milk and milk products’ de¬ 
clined by 1.5 per cent to 331.2 
due to a fall in the prices of 
milk, although the prices of 
ghee moved up. Lower prices 
of all oils and vanaspati except 
coconut oil which moved up 
resulted in the decline or the 
sub-group index for ‘edible 
oils’ by 6.6 per cent to 318.0., 

The sub-group index for ‘fish, 


Index Numbers of Wholesale Prices by Groups & Sub-groups 

(Base 1961-62®=* 100) 


Group & Sub-group 

Sept. 

’75 

August 

’75 

Sept. 

’74 

percentage rise (+) or 
fall (—) in Sept. 75 
over 

August Sept. 

’75 ’74 

Food Articles 

363.0 

364.6 

385.6 

—0.4 


-5.9 

Foodgrains 

375.7 

382.2 

436.6 

- 

-1.7 

—: 

13.9 

Cereals 

360.9 

370.9 

410.6 

— 

-2.7 

—■ 

12.1 

Pulses 

442.5 

433.2 

554.1 

+2.1 

—20.1 

Fruits & vegetables 

304.4 

326.3 

319 1 

- 

-6.7 

-4.6 

Milk & milk products 

331.2 

336.4 

320.8 

- 

-1.5 

+3.2 

Edible oils 

318.0 

340.4 

418.4 

- 

-6.6 

— 

24.0 

Fish, eggs & meat 

587.9 

588.0 

518.4 


Nil 

+13.4 

Sugar & allied products 

384.2 

353.2 

351.2 

+8.8 

+9.4 

Others 

313.7 

306.5 

284.6 

+2.3 

+10.2 

Liquor & Tobacco 

315.9 

313.0 

309.2 

+0.9 

+2.2 

Liquor 

194.2 

194.2 

215.2 

Nil 

— 

-9.8 

Tobacco 

321.4 

318.5 

313.5 

+0.9 

+2.5 

Fuel, Power, Light & Lubricants 

351.8 

351.8 

316.3 

Nil 

+11.2 

Coal 

331.6 

331.6 

244.3 


Nil 

+35.7 

Coke 

423.4 

423.4 

357.3 

Nil 

+18.5 

Mineral oils 

408.8 

408.8 

389.9 


Nil 

+4.8 

Rectified spirit 

547.2 

547.2 

323.1 

Nil 

+69.4 

Elect ricitv 

223.4 

223.4 

206.6 

Nil 

+8.1 

Castor oil 

264.9 

268.2 

381.8 

- 

-1.2 

-- 

30.6 

Industrial Raw Materials 

268.5 

281.0 

356.3 

—4.4 

—; 

24.6 

Fibres 

235.4 

236.5 

314.4 

—0.5 

-25.7 

Oilseeds 

309.0 

337.9 

437.3 

- 

-8.6 

—28.9 

Minerals 

160.4 

160.4 

179.6 

Nil 

— 

10.7 

Others 

252.9 

250.5 

283.4 

H 

-1.0 

— 

10.8 

Chemicals 

331.5 

330.7 

299.7 

H 

b0.2 

+10.6 

Machinery and Transport Equipment 

263.4 

261.9 

244.1 

- 

-0.6 

- 

-7.9 

Electrical machinery 

263.6 

263.6 

243.6 


Nil 

- 

-8.2 

Non-electrical machinery 

289.7 . 

286.7 

268.5 

- 

-1.0 

- 

-7.9 

Transport equipment 

215*9 

215.6 

202.5 

- 

-0.1 

- 

-6.6 

Manufactures 

253.1 

252.2 

261.8 

- 

-0.4 

- 

-3.3 

Intermediate Products 

305.8 

304.3 

332.8 

- 

-0.5 

—8.1 

Textile yarn 

216.3 

214.3 

280 2 

- 

-0.9 

—22.8 

Leather 

288.7 

277.4 

236.7 

- 

-4.1 

+22.0 

Metals 

405.2 

405.6 

394.3 

- 

-0.1 

+2.8 

Linseed oil 

2S3.2 

288.3 

469.0 

- 

— 1.8 

— 

39.6 

Finished Products 

240.3 

239.5 

244.6 

H 

[-0.3 

- 

-1.8 

Textiles 

220.9 

219.0 

240.1 

H 

[-0.9 

- 

-8.0 

Metal products 

298.5 

298.5 

280.0 


Nil 

- 

-6.6 

Non-metallic products 

287.6 

276.9 

256.1 

+0.3 

- 

-8.4 

Chemical products 

261.7 

261.7 

238.3 


Nil 

- 

-9.8 

Leather products (Shops) 

149.6 

149.6 

125.4 


Nil 

+19.3 

Rubber products 

233.8 

233.8 

223.2 


Nil 

+4.7 

Paper products 

230.2 

230.2 

241.5 


Nil 

-4.7 

Oilcakes 

271.6 

278.8 

369.7 

- 

-2.6 

— 

26.5 

Miscellaneous products 

174.8 

174.6 

171.1 

+0.1 

+2.2 

All Commodities 

309.3 

311.0 

327.7 


-0.5 


-5.6 


Source: Office of the Economic Adviser to the Government oflndia Ministry of Industry & 
Civil Supplies, Deptt. of Ind. Dev. 
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finished Products 


eggs and meat* stood at 587.9 
as against 588.0 in the earlier 
month. ‘sugar and allied 
products’ sub-group index 
moved up by 8.8 per cent to 

384.2 owing to a rise in the 
prices of all the items included 
in the sub-group except con¬ 
fectionary. 

Higher prices of spices and 
codiments and coffee raised the 
index for ‘other food articles* 
by 2.3 per cent to 313.7. The 
prices of tea, betelnuts and 
salt, however, declined. 

Liquor & Tobacco 

The sub-group index for 
‘liquor* stood stationary at 
previous month’s level of 

194.2 The sub-group index 
for ‘tobacco* advanced by 
0.9 per cent to 321.4 owing 
to a rise in the prices of raw 
tobacco. 

Fuel* Power, Light & 
Lubricants 

The sub-group indices for 
‘coal’, ‘coke*, ‘mineral oils*, 
‘rectified spirit’ and ‘electricity’ 
stood stationary at previous 
month’s levels of 33 J.6, 


423.4,408.8, 547.2 and 223.4 
respectively. The sub-group 
index for ‘castor oil’ receded 
by 1.2 per cent to 264.9. 

Industrial Raw Materials 

A fall in the prices of raw 
cotton, raw jute and mesta 
and raw hemp resulted in the 
recession of the sub-group in¬ 
dex for ‘fibres’ by 0.5 per cent 
to 235.4 although the prices 
of raw silk went up. ‘Oilseeds’ 
also receded by 8.6 per cent 
to 309.0 due to a fall in the 
prices of all varieties included 
in this sub-group except copra 
which moved up. 

The sub-group index for 
stood stationary at its earlier 
‘minerals’ month's level of 
160.4. The sub-groupi ndex for 
other ‘industrial raw materials’ 
advanced by 1.0 per cent to 
252.9 owing to a rise in the 
prices of raw hides, raw skins 
and rubber. The prices of 
tanning materials and sugar¬ 
cane, however, declined. 

Chemicals 

The index for this group 
advanced by 0.2 per cent to 


331.5 due to a rise in the price 
of caustic soda. 

Machinery & Transport 
Equipment 

The sub-group indices for 
‘electrical machinery’ stood 
stationary at the earlier 

month’s level of 263.6. Non¬ 
electrical machinery and 

‘transport equipment’ ad¬ 

vanced by 1.0 and 0.1 per cent 
to 289.7 and 215.9 respectively 
owing to a rise in the prices of 
‘machinery other than electri¬ 
cal* and cycles. 

Intermediate Products 

The sub-group index for 
‘textile yarn’ advanced by 
0.9 per cent to 216.3 owing to 
a rise in the prices of all varie¬ 
ties included in this sub-group, 
‘leather’ also advanced by 4.1 
per cent to 288.7. 

‘Metals’ receded by 0.1 per 
cent to 405.2 due to a fall in 
the prices of zinc, tin and 
lead. The prices of brass sheets 
and copper sheets, however, 
advanced. The sub-group in¬ 
dex lor ‘linseed oil’ receded by 
1.8 per cent to 283.2 On the 
whole, the index for ‘Inter¬ 
mediate products* recorded a 
rise of 0.5 per cent to 305.8. 


The sub-group index for 
‘textiles’ advanced by 0,9 per 
cent to 220,9 due to a use 
in the prices of cotton manu¬ 
factures, jute manufactures 
and silk and rayon manu¬ 
factures. ‘Metal products* 
stood stationary at the earlier 
month’s level of 298.5, The 
sub-group index for ‘non- 
metaJlic products’ moved up 
by 0.3 per cent to 277.6 due *o 
a rise in the prices of ‘bricks 
and tiles’ and ‘pottery 
goods*. 

‘Chemical products’, ‘leather 
products (shoes), 'rubber pro¬ 
ducts* and ‘paper products* 
stood stationary at their last 
month’s levels of 261.7, 149.6, 
233.8 and 230.2 respectively. 
‘Oilcakes’ declined by 2.6 per 
cent to 271.6. 

The sub-group index for 
‘misellaneous products’ ad¬ 
vanced by 0.1 per cent to 174.8 
owing to rise in the prices of 
‘lamps a and lanterns’ and 
‘clocks and watches’. Overall 
index for ‘finished products* 
witnessed a rise of 0.3 per cent 
to 240.3. 


(Base 1970-71-100) 


Index Numbers of Security Prices—All India 


Week ended 1974 1975 



Nov. 2 

Oct. 4 

Oct. 11 

Oct. 18 

Oct. 25 

Nov. 2 

Government and Semi-govt. Securities 

96.8 

96.4 

96.4 

95.4 

96.4 

96.4 

Government of India 

95.9 

95.2 

95.2 

95.2 

95.2 

95.3 

State governments 

99.3 

99.2 

99.1 

99.1 

99.1 

99.2 

Semi-government institutions 

100.9 

101.6 

101.5 

101.5 

101.5 

101.5 

Debentures 

95.8 

93.0 

93.0 

93.0 

93.0 

92.9 

Preference Shares 

90.8 

84.0 

84 0 

84.0 

84.1 

83.9 

Ordinary Shares 

100.8 

96.6 

95.7 

94.9 

93.9 

93.3 

Tea plantations 

98.2 

118.6 

118.1 

118.0 

117.9 

117.7 

Cotton textiles 

122.3 

105.3 

104.4 

103.5 

102.6 

101.6 

Jute textiles’ 

139.5 

105.9 

105.3 

105.3 

105.2 

104,5 

Silk, woollen and rayon textiles 

116.4 

113.9 

113.7 

113.3 

113.0 

112.7 

Iron and steel 

48.1 

46.9 

46.2 

45.0 

44.5 

44.3 

Aluminium 

55.3 

57.9 

56.1 

55.7 

55.0 

55.0 

Transport equipment 

75.7 

61.5 

61.0 

60.8 

60.7 

60.6 

Electrical machineiy, apparatus, appliances, etc. 

100.2 

93.3 

93.0 

92.6 

91.1 

90.2 

Chemical fertilisers 

140.6 

139.6 

138.9 

138.2 

136.0 

135.6 

Other basic industrial chemicals 

100.9 

103.5 

102.0 

100.8 

99.5 

99.4 

Cement 

79.9 

85.2 

85.1 

84.8 

84.3 

84.7 

Paper and paper products 

153.3 

155.1 

153.9 

151.1 

149.3 

150.0 

Rubber and rubber products 

92.4 

83.7 

83.4 

82.2 

81.2 

78.8 

Electricity generation and supply 

67.9 

59.0 

59.1 

58.2 

58.7 

59.6 

Shipping 

124.4 

163.3 

158.9 

156.3 

151.8 

187.3 
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Reserve Bank of India 


(Rs lakhs) 


Scheduled Commercial Banks 



Nov. 1 
1974 

A week 
ago 

A month 
ago 

A year 
ago 

Issue Department 





Notes held in banking dept. 36,86 

22,49 

18,06 

22,25 

Notes in circulation 

6,293.03 

6,269,53 

6,198,48 

5,941,04 

Total notes issued 

6,329,89 

6,292,02 

6,216,54 

5,963.28 

Gold coin and bullion 

182,53 

182,53 

182,53 

182,53 

Foreign securities 

121,74 

121,74 

121,74 

141,74 

Rupee coin 

15,22 

17,36 

16,88 

18,67 

Government of India 





rupee securities 

6,010,41 

5,970,40 

5,859,40 

5,620.35 

Banking Department 





Deposits of central govt. 

50,80 

55,92 

54,27 

53,11 

Deposits of state govts. 

8,92 

7,87 

12,19 

12,34 

Deposits of banks 

598,80 

558,11 

558,96 

606,40 

Other deposits 

1,245,31 

1,221,27 

1,193,69 

522.00 

Other liabilities 

1,951,63 

1,925,50 

1,850,09 

1,559,20 

Total liabilities or assets 

3,855,46 

3,768,68 

3,669.19 

2,753,05 

Notes and coins 

36.96 

22.57 

18,14 

22,35 

Balances held abroad 

779,00 

782.22 

695,81 

615,07 

Loans and Advances to: 





State governments 

236,87 

182,92 

133,38 

129,91 

Scheduled commercial 





banks 

207,82 

155,19 

152,54 

49,74 

State cooperative banks 

462,49 

450,85 

429,40 

343.10 

Pt her loans and advances 433,85 

433,44 

431,44 

316,62 

Bill Purchased and Discounted 




Internal 

87,40 

88,87 

81,05 

105,80 

Government treasury bills 395.09 

781,19 

756,25 

745,63 

Investments 

868.68 

526,99 

624,99 

294,14 

Other assets 

347,29 

344,42 

346,19 

130,69 


(Rs iakhs) 







— —t 



Nov. 1, 

A week 

A month 

A year 



1974 

ago 

ago 

ago 

1. Demand Deposits 

5,447,34 

5.450.67 

5,413,10 

4,693,90 

2. 

Time deposits 

7,623,89 

7,686,24 

7,645,47 

6,553,48 

3. Aggregate deposits 

13,171,23 

13,136,91 

13,058,57 

11,247,38 

4. 

Borrowings from 




Reserve Bank 

206,83 

155,19 

152,54 

49,74 

5. 

Cash 

307,61 

312,11 

298,43 

285,40 

6. 

Balances with Re- 
seve Bank 

579,18 

538,84 

539,64 

587,58 

7. 

Cash and balances 
with Reserve Bank 

886,79 

850,95 

838,07 

872,98 

8. 

Investments in govt. 





securities 

3,093,59 

3,091,49 

3,108,60 

2,717,16 

9. 

Advances 

3,093,59 

>3,091,49 

3,108,60 

2,717,16 

10. Inland bills pur- 





chased and dis¬ 
counted 

1,354,17 

1,340,23 

1,312,90 

964,82 

11. Foreign bills pur- 






chased and dis¬ 

counted 

369,77 

357,48 

337,99 

376,73 

12. Total bank credit 

9,300,58 

9,284,87 

9,053,55 

7,752,36 


Percentage of: 




(7) to (3) 

6.73 

6.48 

6.42 

7.76 


(8) to (3) 

23.49 

23.53, 

23.81 

24.16 


(12) to (3) 

70.61 

70.68 

69.33 

68.93 


Source : Reserve Bank of India. 


Money Supply with the Public 

(Rs. crores) 



Week ended 

Oct. 25 

1974 

Sept. 26 

Oct. 3 

Oct. 10 

1975 

Oct. 17 

Oct. 24 

A. 

Money Supply with the Public 

10,998 

11,866. 

11,979 

12,113 

12,155 

12,066 


Currency with the public 

6,140 

(6,319 

6,375 

6,549 

6,544 

6,431 


Other deposits with the Reserve Bank 

37 

43 

45 

44 

51 

42 


Bank money 

4.821 

5,504 

5,559 

5,520 

5,560 

5,593 

B. 

Factors Affecting Money Supply (l-J-2-f-3+4—5) 

1. Net bank credit to govt, sector 

9,505 

10,424 

10,467 

10,641 

10,577 

10.505 


(a) Reserve Bank’s net credit to govt, sector 

6,652 

7,205 

7,253 

7,416 

7,375 

7,307 


(b) Other bank’s credit to government sector 

2,853 

3,219 

3,214 

3,225 

3,202 

3,198 


2. Bank credit to commercial sector 

9,895 

11,298 

11,407 

11,511 

11,606 

11,673 


(a) Reserve Bank’s credit to commercial sector 

515 

600 

621 

627 

628 

630 


(b) Other banks’ credit to commercial sector 

9,380 

10.698 

10.786 

10,884 

10,978 

11,043 


3. Net foreign exch.nge assets of banking sector 

510 

369 

377 

408 

426 

464 


4. Government’s net currency liabilities to the public 

517 

539 

541 

544 

543 

541 


5. Non-monetary liabilities of banking sector 

9,429 

10,764 

10,813 

10,991 

10,997 

11,117 


(a) Time deposits with banks 

6,908 

8,036 

8,058 

8,058 

8,082 

8,090 


(b) Net non-monctary liabilities of R.B.I. 

1,476 

2,090 

2,059 

2,096 

2,122 

2,168 


(c) Residual 

1,045 

638 

701 

837 

793 

859 

C. 

Aggregate Monetary Resources [A+B5(a)] 

17,906 

19,902 

20,032 

20,171 

20,237 

20,156 
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Price Index Numbers for Industrial Workers 


(Base : 1960-100) 


Centre 

1965-66 

1970-71 

1971-72 

1972-73 

1973-74 

1974-75 

1974 

July 

Feb. 

Mar. 

1975 

April Mar. 

June 

July 

All-India 


186 

192 

207 

250 

317 

311 

325 

321 

323 

327 

328 

324 

Ahmedabad 

130 

176 

181 

198 

245 

305 

295 

305 

304 

307 

310 

308 

298 

Alwaye 

145 

198 

202 

215 

267 

346 

338 

265 

378 

391 

388 

394 

380 

Asansol 

140 

189 

194 

206 

245 

316 

312 

320 

319 

318 

320 

322 

320 

Bangalore 

144 

186 

194 

212 

265 

318 

306 

340 

336 

336 

345 

340 

337 

Bhavnagar 

132 

186 

194 

217 

273 

327 

310 

340 

333 

329 

334 

332 

323 

Bombay 

130 

182 

190 

203 

233 

289 

282 

300 

301 

303 

308 

309 

305 

Calcutta 

131 

182 

187 

197 

228 

288 

282 

279 

275 

280 

287 

285 

285 

Coimbatore 

132 

163 

177 

189 

218 

309 

280 

353 

353 

334 

335 

334 

334 

Delhi 

136 

199 

211 

222 

265 

337 

335 

335 

335 

339 

337 

341 

341 

Digboi 

138 

189 

188 

198 

234 

310 

297 

320 

314 

325 

342 

344 

336 

Gwalior 

139 

191 

197 

214 

271 

348 

342 

350 

343 

334 

343 

344 

330 

Howrah 

137 

186 

191 

206 

239 

298 

291 

294 

289 

286 

291 

292 

289 

Hyderabad 

140 

189 

195 

211 

251 

304 

291 

320 

317 

319 

322 

327 

326 

Jamshedpur 

136 

183 

187 

202 

249 

313 

317 

301 

297 

299 

298 

303 

301 

Madras 

134 

170 

182 

203 

229 

301 

280 

326 

323 

325 

325 

328 

337 

Madurai 

128 

183 

192 

206 

236 

334 

311 

373 

356 

354 

359 

362 

364 

Monghyr 

151 

205 

204 

225 

292 

363 

378 

357 

333 

335 

333 

331 

334 

Mundakayam 

138 . 

197 

199 

210 

263 

337 

333 

349 

366 

377 

375 

378 

366 

Nagpur 

138 

187 

192 

203 

256 

314 

308 

337 

332 

331 

336 

345 

341 

Saharanpur 

141 

186 

196 

213 

253 

338 

333 

349 

341 

331 

330 

335 

232 

Sholapur 

128 

185 

198 

216 

277 

325 

314 

349 

345 

351 

360 

361 

353 


Source : Labour Bureau, Government of India. 


Consumer Price Index Numbers for Urban Non-manual Employees 

(I960—100) 

~ “ , 974 , 975 

Centre 1965-66 1970-71 1971-72 1972-73 1973-74 1974-75 ---- 









July 

Feb. 

Mar. 

Apr. 

May 

June 

July 

All-India 

132 

174 

180 

192 

221 

270 

262 

278 

277 

278 

281 

283 

280 

Bombay 

132 

168 

172 

183 

104 

241 

240 

241 

242 

245 

• 249 

251 

248 

Delhi- 
New Delhi 

131 

174 

180 

• 

190 

217 

262 

254 

268 

268 

271 

275 

276 

275 

Calcutta 

126 

170 

174 

180 

204 

238 

233 

239 

241 

242 

245 

246 

244 

Madras 

133 

175 

188 

204 

231 

291 

273 

306 

306 

307 

309 

310 

312 

Hyderabad- 

Secunderabad 

133 

174 

180 

195 

223 

270 

260 

286 

280 

282 

287 

-290 

287 

Bangalore 

133 

172 

180 

194 

228 

272 

264 

283 

284 

285 

287 

286 

283 

Lucknow 

132 

166 

174 

185 

215 

265 

260 

269 

270 

268 

269 

271 

275 

Ahmedabad 

131 

171 

173 

188 

222 

271 

264 

278 

276 

279 

282 

284 

278 

Jaipur 

133 

183 

188 

205 

244 

208 

298 

316 

315 

322 

318 

312 

311 

Patna 

139 

191 

190 

199 

229 

286 

276 

287 

287 

285 

284 

282 

286 

Srinagar 

134 

184 

191 

200 

215 

262 

248 

272 

273 

277 

279 

279 

279 

Trivandrum 

131 

178 

184 

198 

231 

280 

272 

292 

292 

295 

298 

300 

297 

Cuttack- 

Bhubaneswar 

142 

176 

184 

196 

221 

266 

255 

269 

267 

271 

276 

275 

274 

Bhopal 

133 

180 

188 

204 

238 

295 

288 

301 

299 

298 

302 

306 

306 

Chandigarh 

129 

178 

183 

194 

217 

265 

253 

277 

277 

280 

279 

279 

276 

Shillong 

123 

166 

175 

183 

208 

257 

247 

267 

274 

275 

281 

280 

272 


Source : Central Statistical Organisation. 
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TIE GW1LI0R RIYOI SILK MrG. (VTG.) CO. LTD. 

(PULP DIVISION) 

Birlakootam, MAVOOR-673 681 Kozhikode Dist. KERALA, 

(Regd. Office: Birtagrem, Nagda, M. P.) 

HELPS 

To move the wheels of textile industry all over India 
Thus saving enormous foieign exchange 
Much needed for National Development, 

HIS IS A FOREST BASED INDUSTRY 

DO NOT DESTROY FORESTS 

GROW MORE TREES 

CONSERVE FORESTS 

. ENCOURAGE AFFORESTATION. 

» 

•He that planteth a treo is a servant of God. He provideth kindness for many 
generations and faces that have not seen him shall bless him." 


Gram : "WOODPULP" Calicut 
Telex . 084 - 216 


Phone: 73973-74, Calicut 
61 and 52 Mavoor 


( Use PIN Code. It Helps Speed Up Your Mail) 
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With the petrol prices being so high, it 
is important to get optimum performance 
from spark plugs and prevent avoidable » 
waste. 

You can ensure this by paying a 
little more attention to spark plugs. 

The MICO range of spark plugs 
is wide and covers all petrol-driven 
vehicles made in India. Each type 
is designed specifically to suit a 
particular engine, whether of a 2- 
wheeler or a 4-wheeler. So it is 
important to specify the engine and 
the type, when you buy a MICO 
sparkplug. 

MICO spark plugs are precision* 
made to exact standards. They are 
thoroughly tested at every stage of 
manufacture. The electrodes and 
the gap are designed to give opti¬ 
mum performance under varied 
operating conditions. The plugs are 
nickel-plated to resist corrosion. 

To ensure peak efficiency, yon 
should: 

a) Fit the correct type of spark plug 

b) Clean the plug face and adjust 
the electrode gap periodically. 


c) Replace the plug after 7,500 km. 
in 2-wheelers and 15,000 km. in 
4-wheelers. Always replace the 

. plugs by the set. 

d) Destroy used spark plugs, 
which otherwise could be recon 
ditioned and sold as new. 

SPARK PLUG RECOMMENDATION CHART 

( For Cars For Motor CyclM I For Scooters I 

_ b Mppeds I b 3 whMltra 


W14CT1 
Hindustan 
(md« valva) 
Standard* 
Vanguard 


W100T2 

Hlnduatan 
Ambassador (OHV) 
Standard 


W17SZ1 

Fiat 

Pramiar 


W14ST1 
Jaap Umvartet. 
Station Wagon* 


WfBTI 

Royal fnfiald 
Ensign 

W14ST1 
Royal Enftald 

Bui If I 

W17CZ1 
Idaal Jawa 
Vaadi 

Paarl Yamaha 
Rajdoot 

W22SZ1 
Royal Enflald 
Ctutadar Sharp# 


IW14SZ1 
Luna 


W1MZ2 
Lambratta U 
MAC. VIJai 


W17IZ1 

Atalanta 

Bajaj 

Lambratta LO 

Raidoot 

Vaapa 


WZZfZI 
Royal Enfiald 

f an i *bu lu s 


W17ST2 

Nlaaan 


" W17SZ1 
Suvaga 

W22IT1 

Vicky 


JW17BT2 

1 Hind Fu|i 


JM14BT1 
] Tempo Haniasi 


M17ST1 

I Viking 


® MICO 


■- - 1 i i 

Clactroda gap—Cars b Jaaps: O.fmm; Si bars: 0.1 mm. 
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Sweeteners for sugar 

While presenting the central budget in February this year Mr. C. Subramaniam said 
that he was conscious of the fact that in recent years there had been steep escalations 
in capital costs which had acted as an inhibiting factor to new investment in certain 
capital-intensive industries which were vital for our growth. He disclosed that the 
government had appointed a high level committee to go into this question and pro¬ 
mised that when the report of this committee was received “wc shall quickly examine the 
need for suitable fiscal concessions and new pricing policies as a means of stimulating 
fresh investment in these areas/' Some of us were rash enough to hope that this meant 
that the government would be presenting the country with a comprehensive policy or 
programme within the following three or four months. This, however, has not happened • 
although nine months have passed since that February. The Finance minister, 
of course, should not be blamed too much. So many developments have tended to 
draw the government's attention away from this particular task which Mr Subramaniam 
had set for it. It should also be noted that, although a complete approach has to be 
worked out, select ive relief on a more or less ad hoc basis has been administered to a few 
industries including aluminium although there is some suspicion that not enough has 
not been done in these cases. 

Circumstances, moreover, have forced the government to act with a reasonably 
high degree of purposivencss in coming t o t he rescue of the sugar industry. Incidentally 
this industry is not one of those which are regarded as falling within the category of 
capital-intensive industries. In this sense the distinction which Mr C\ Subramaniam 
had sought to make in his budget speech in favour of ‘"capital-intensive industries” 
is now seen to have lost its point. The president of the Federation of Indian Chambers 
of Commerce and Industry, while welcoming the government's plan for the sugar indus¬ 
try has been quick to emphasize this. As Mr Harish Mahindra has put it. the basic 
problem of high capital costs is universal and cuts across any kind of industry or any type 
of organization. He has therefore suggested that, both to overcome recession and as a 
part of long-term development strategy, a general programme for encouranging 
investment outlays in industry as a whole has to be put through. The expert committee 
referred to in Mr Subramaniam's budget speech is understood to have made its report 
and it should be reasonable to assume lfyil the government will announce its decisions 
at least at the time when the next central budget tails due. There is, of course, no 
reason why it cannot act earlier assuming that it has been able to make up its mind on 
the issues involved. Incidentally, recent political developments have made it more 
or less unnecessary for the government to wait for any parliamentary occasion to 
announce major policy decisions. 

In working out what is coming to be described as the “inccni ives plan for the sugar 
industry”, the government has had the benefit of a report submitted by a committee 
under the chairmanship of Mr S.V. Sampath, joint secretary in the ministry of Agricul¬ 
ture and Irrigation, which was asked to consider the steps needed for ensuring the eco¬ 
nomic viability of the establishment of new sugar factories as well as the expansion of 
existing plants. This committee has faced with courage and confidence the problem 
of how to bring about the much-needed expansion of sugar production in the context 
of the steep rise in the costs particularly of plant and machinery duringthc last two years. 
The cost of setting up a plant with a crushing capacity of 1,250 tonnes of cane per day 
is estimated to have gone up from Rs 350 lakhs to Rs 650 lakhs in the last two years and 
this has made nonsense of proposals or projects for expanding sugar production 
especially because of all the other relevant factors such as raw material and labour 
costs, price realizations and tax liabilities. The new sugar plant attempts to deal 
with this situation primarily from the returns which the industry could be enabled to 



realise on output from new units or 
expansion on schemes. 

Here the committee has been helped by 
the fact that a dual pricing system is 
operating with factories being obliged to 
sell a percentage of their output at a 
government-fixed price for controlled 
distribution, while being free to sell the 
remaining part of their output in the free 
market at the higher prices realizable 
there. The plan has very considerably 
modified this scheme in favour of new 
sugar factories or expansion schemes. New 
units will be entitled to a higher percent¬ 
age of levy-free sugar quota linked to a 
total f.o.r. cost of the plant and machinery. 
The details of this concession, which is 
maximal for cases of plant and machinery 
costing Rs 400 lakhs or more, are 
given below: 


Year 

High re¬ 
covery 

area 

Medium Low 
recovery recovery 

area area 

1st year 

100 

100 

100 

2nd „ 

100 

100 

100 

3rd „ 

85 

100 

100 

4th „ 

70 

75 

100 

5th .. 

50 

50 

55 

6th „ 

35 

35 

35 


November 1, 1975 and October 30, 1980 
is as follows: 


Year High Medium Low 

recovery recovery recovery 
area area area 


1st year 

65 

65 

70 

2nd year 

55 

60 

70 

3rd year 

50 

55 

60 

4th year 

50 

50 

55 

5th year 

45 

45 

45 

6th year 

35 

35 

35 


The higher free sale quota indicated 
above would apply only to that much of 
production m a sugar season as is in excess 
of the average production during the three 
sugar seasons preceding the season in 
which the expanded capacity commenced 
production. Any shortfall in output 
during the five-year period in which the 
concession is available, as compared to 
the average for the base period, would be 
carried over to subsequent seasons for 
adjustment. 

The central excise duty on sugar also 


features m this “incentives" package. 
This duty is currently levied at Ra 32 per 
quintal (20 per cent ad valorem) In the 
case of levy sugar and at about IU 140 
per quintal (45 per cent ad valorem) 
in respect of free sale sugar. That part 
of output of the new plants or the 
expansion schemes which is “levy free", 
however, would attract only the lower 
rate of the excise duty. 

The obvious provocation for the govern¬ 
ment’s new plan for the sugar industry 
is the fact that, as things stand at present, 
there is very little chance of the capacity 
targets being struck. To the present 
installed capacity of 4.5 million tonnes of 
sugar another 1.5 million tonnes capacity 
has to be added by 1978-79 to ensure five 
million tonnes actual output of sugar. 
Licences, of course, have been issued for 
augmenting capacity by as much as 
2.73 million tonnes—1.69 million tonnes 
through the establishment of new units 
and 1.04 million tonnes through the 
expansion of the existing factories. 
Licences have been issued for setting 
up 86 new units in the cooperative sector, 
18 in the public sector and one in the 
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These levy-free quotas will be suitably 
adjusted in the case of new units whose 
cost of plant and machinery is between 
Rs 200 lakhs and Rs 400 lakhs. This 
concession will not be admissible if the 
cost of plant and machinery is below Rs 
200 lakhs. 

Under the scheme which has gone into 
effect from November 1, 1975, new sugar 
units, which would commence production 
during the period between that date and 
October 30, 1980 would be eligible for the 
relief. New units, which had commen¬ 
ced production between April 1, 1974 
and November 1, 1975, would also be 
entitled to the benefits of the scheme but 
only for the balance of a five-year period 
from the date of commissioning. 

The schedule of benefits, which are ap¬ 
plicable to expansion cases commencing 
production during the period between 


The Middle East, which comprises Turkey, Iran, 
Iraq, Syria and Lebanon, Palestine, Transjordan 
and Arabia, is one of the world's economically 
depressed areas and it hardly had the strength to 
bear the strains and stresses imposed by a total 
war. And yet they have to face the full blast of the 
war just ended. In each of these countries all 
classes except profiteers suffered severely, thanks 
to inflation and shortages of consumer goods; for 
quite a substantial proportion of the latter came 
through imports which were drastically reduced 
by the war. 

These privations have brought into sharp 
relief the serious deficiencies in the economic 
structure of these countries. There is a general 
recognition that, propaganda designed to throw 
the blame, for the conditions they have had to 


face, on the shoulders of this party or that not¬ 
withstanding, the real evil springs from fundamen¬ 
tal defocts m the body economic. Tn unregulated 
or badly regulated economic institutions...and 
the maladjustment of production and distribution’. 
And, what is more important for the future, this 
new recognition of the economic weakness has 
generated an ambition to strengthen and build 
up the economic structure of the Middle East. 
The war produced an entirely new orientation in 
the Middle East. There has occurred a change in 
the focus of public interest and there is visible, 
as H.A.R. Gibb has pointed out, an 'eagerness' 
to see a serious attempt made to deal with the 
difficult economic question. Economic questions 
have assumed almost the same importance as 
political difficulties, which till the other day over* 
shadowed all. 
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private sector. The expansion schemes 
number 76. 

It had become obvious for some time 
that all these projected plans would 
remain oa paper unless the economics 
of the expansion are taken care of 
to accommodate at least the sharp in¬ 
crease in capital costs. To the extent 
that the initial response of the industry's 
spokesmen to the government scheme has 
been favourable, its impact on the growth 
of the industry may be watched with a 
certain amount of hope. 

This does not, however, mean that the 
industry as a whole can cheerfully go back 
to crushing cane. The fact remains that 
existing units are still obliged to deliver 
65 per cent of their output as levy sugar 
and is free to sell only the remaining 35 
per cent in the free market. This arrange¬ 
ment has been demonstrably inflicting 
losses on the industry which means that 
the base of the industry is being weakened 
' although the new “incentives** plan may 
offer some encouragement to the erection 
of super structure. The question remains 
whether some relief in exicise duty in 
respect of free sale sugar could be indefini¬ 
tely denied to the existing units. Equally 
important is the basic problem of raw 
material costs which both existing units 
and new factories must face. Their 
capacity to do so will naturally deteriorate 
further if the demand situation takes a 
less than favourable turn in the future. 
There is, of course, no guarantee that 
it will not do so. 

The present price-beam of free sale 
sugar rests on two pillars. One is the 
high level of domestic demand relative 
to the production or internal availabi¬ 
lity of sugar; the second is the reasonably 
favourable world market conditions. The 
industry cannot take anything for granted 
where exports are concerned although it 
could reasonably expect to maintain or 
even develop cxports.so long as it main¬ 
tains a certain degree of competitiveness. 
As for, domestic demand, if output goes 
up, thanks io the “incentives** plan, 
demand will also have to develop suffi¬ 
ciently to sustain remunerative returns to 
the industry. Whether demand would in 
foot grow in this manner has fo be care- 


folly assessed in terms of the consumer 
resistance that may develop to the prevail¬ 
ing price of sugar in the free market. To 
put it bluntly, will sugar consumption 
increase steadily and fairly substantially 
if free sale sugar continues to be retailed 


Outlook 

It should not be a surprise if the profitabil¬ 
ity of the public sector steel-manufacturing 
units suffers some set-back this year in 
spite of increase in production. A steady 
uptrend in both material and human 
costs, coupled with sluggish domestic 
demand till lately, which, of course, has 
helped in drastically reducing imports and 
simultaneously given a fillip to exports, 
cannot but lead to the above sequel. The 
export prices are lower than those in the 
domestic market and this adverse factor is 
not being counterbalanced by an export 
subsidy. Further, on a substantial 
portion of production— bars, rods and 
structural*—the Steel Authority of India 
(SAIL) was obliged till a few weeks ago 
to provide some discounts on official 
prices to induce demand which had been 
at a low ebb following curbs on construc¬ 
tion activity. 

It is, however, encouraging to note that 
instead of curtailing output in view of the 
recessionary trends in several steel consum¬ 
ing industries, particularly those catering 
for the requirements of the more affluent 
sections of our society, an all-out bffort 
is being made to maximise it. The first 
seven months of the current financial year 
have seen an increase of nearly 16 per cent 
in the production of saleable steel at the 
integrated steelworks over the output 
during this period last year; quantity- 
wise, production lias been half a million 
tonnes more. It is hoped that the overall 
output of saleable steel, including the 
production of arc furnaces, this year will 
be in the neighbourhood of 6.75 million 
tonnes—about a million tonnes more than 
last year's yield. To ensure this, adequate 
stocks of material inputs—coal, iron ore, 
etc.—have been built up at all the integra¬ 
ted steel plants. 

With the increase in the availability of 
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around Rs 5 per kg? This is a question 
which must occupy at least some part of 
the mind of both government and industry 
even as both prepared to work up enthu¬ 
siasm for the “incentives” plan for tlJe 
sugar industry. 


for steel 

steel from indigenous sources, imports, 
which around one million tonnes cost the 
country nearly Rs 250 crorcs last year, 
are being reduced to just about 300,000 
to 350,000 tonnes this year. Consisting of • 
only those categories of flat and special 
steels which are cither not yet produced in 
the country or are produced in inade¬ 
quate quantities, they will cost nearly 
Rs 75 crorcs. By and large lack of 
complaints about the availability of steel 
at present is a sure enough indication of 
the judicious manner in which the import 
programme for the current year has been 
slashed. The situation about fiat products 
should improve considerably in the near 
future when the hot strip mill at Bokaro 
is commissioned into production. 

Following a drastic cut in imports and 
the concerted drive to export those cate¬ 
gories of steel which are in surplus supply 
at present, the steel industry is expected to 
emerge this year—for the first time in its 
history—as a net earner of foreign ex¬ 
change. Nearly 300,000 tonnes of various 
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categories ot steel, primarily oars, roos ana 
structural, have already been exported, 
mostly to west Asia. Firm export orders 
are stated to «be on hand for another 
approximately one million tonnes. 
Most of these exports are expected to be 
effected before March next. If this 
happens, the export earnings from about 
1.2 million tonnes to be sent out (around 
Rs 110 crores) this year will exceed the 
cost of imports of steel still being continued 
by approximately Rs 35 crores. 

The above exports are not anticipated to 
adversely affect the supply in the domestic 
market; it is expected to remain comfort¬ 
able even to meet the increased demand 
following the recent relaxation of curbs 
on construction activity. The Steel 
Authority of India and the ministry of 
Steel are understood to have entered into 
export commitments after verv carefully 
assessing the requirements of the domestic 
market. In fact, an assessment of the 
domestic requirements is stated to have 
been done recently not only for the current 
year but also in respect of the next 3-4 
years. 

The production programmes for the 
next year are currently being drawn 
up with a view to exporting about 1.5 
million tonnes of steel—the surplus indi¬ 
cated by the above exercise taking into 
consideration the feasible capacity utilisa¬ 
tion at the major steelworks, including 
Bokaro. With a view to improving the 
working of arc furnaces—“mini” steel 
plants—which has left much to be 
desired during the last 18 months, they are 
envisaged to be involved in the export 
field as sub-contractors of SAIL. While 
this decision is a judicious one, care has to 
be taken to ensure that the mini plants 
produce quality steel, strictly according to 
export commitments. Quality is absolu¬ 
tely essential when exports are proposed 
to be established on a regular basis. 

With the easing of the supply of steel 
in the domestic market and the removal 
of controls on all categories of steel except 
plates and forging steel, what is required 
now is the rationalisation of rolling pro¬ 
grammes so that they cater, to the extent 
possible, for the specific requirements of 
consumer industries. In their endeavour 
to maximise their overall productions, the 
steel plants are understood to have been 


ettarry or roumg out products of some 
thinner and lighter categories even though 
they have adequate capacity to manufac¬ 
ture them. This should help in further 
reducing imports 

Some adjustments in the rolling capaci¬ 
ties of the steelworks may be needed also 
owing to the changing pattern of the 
country’s requirements of the various cate¬ 
gories of steel in the wake of the setbacks 
to the automobile industry as well as 
several other industries catering for cons¬ 
picuous consumption of the affluent sec¬ 
tions. These industries cannot be expected 
to resume their normal operations in the 


near tuturc. High coat export* byttese 
industries are also very unlikely. ^ 
therefore, have to diversify their 
production patterns. These diversification^ 
progiammes need to be closely studied so' 
that modifications in the rolling capacities 
of the steel plants can be effected realisti¬ 
cally. Another look at the rolling pro¬ 
grammes and capacities of our steelworks 
is needed to explore possibilities of im¬ 
proving their profitably in the tang run. 
As this year’s experience may show, better 
utilisation of the existing capacities alone 
will not be enough in the face of mounting 
costs, even though the overheads of steel 
plants may go down to some extent. . 


Pal and the Bankers 

Faith does it 


The recent seminar organised by the Delhi 
Bankers’ Club on the role of the banks in 
the implementation of the 20-point pro¬ 
gramme was a useful exercise in the 
sense that it afforded an opportunity to 
bankers to search their minds and decide 
if they had changed or were willing to 
change their outlook on banking 
operations in keeping with the times. 
Mr B.K. Vora, president of the club and 
general manager of the Punjab National 
Bank, set the ball rolling when he said that 
banks had a key role in the development 
of the rural economy and that the whole 
nation had been stirred out of com¬ 
placency by the 20-point programme. He 
was of the view that there was a funda¬ 
mental difference between objectives set 
for the banks in the post-nationalisation 
period and the targets laid down in the 
20-point programme; the latter had “a 
sense of urgency, direction and realism”. 

For example, the exit of the moneylen¬ 
der after the moratorium on debts of the 
certain categories had thrown additional 
responsibility on the banks and they had 
to play a dynamic part in financing farming 
activities so as to realise a bumper rabi 
crop next year. Also, according to Mr 
Vora, the banks will be called upon to 
provide sufficient financial support for 
bringing under the plough no less than 
five million acres of additional land. It 
was apparent that Mr Vora personally 


was greatly thrilled by the possibilities of 
the 20-point programme and his rendering 
of the purpose of the symposium was to 
awaken fellow-bankers to drastically 
alter their policies and procedures. 

Mr T.A. Pai, the union minister for 
Industry and Civil Supplies, who not very 
long ago headed one of the leading banks 
of the country, was highly, critical of 
nationalised banks the operations of which 
system had, according to him, remained 
urban-oriented. He complained that these 
banks were required to transform the 
rural economy by Supporting the fanning 
community in the post-nationalisation 
years but they had failed in this regard 
because of these traditional and non- 
innovative mode of functioning. Mr Pai 
said that nearly 30 million small farmers 
in the country produced only 10 million 
tonnes of foodgrains; if they could get 
credit from banks on easy terms and tn 
times of need, their output could multiply 
five to six times. 

In a biting speech, Mr Pai cited a num¬ 
ber of instances which depicted the banter 
as an old woman whose limbs had gone 
rigid and who had missed many 
opportunities of being real service to the 
farmers and the landless labourers* lit 
his view, the bankers need not have 
waited for the 20-point programme. Die 
very aim of the nationaiisatioit of banks 
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Wifi# *&££$ Mlf^od^cN«9anoslicl two* 
ii^lg^mwtiir 'bat' rtn banks had 
: i# sfekf ^ Aedthrir oot-moded 

' ■•' • •'•• ■* ■ 

<*' * 1 tg « A 

20-poinf |HtifAnMtofe told stress 
on the amelioration of the rani ftM #ho 
tod suffered for ages because of the 
highhandedness of the money-tending 
«lM$, Rdcont tegislation Hi regard to debt 
Hrffefira* deemed to be a progressive step 
W ftrto# dhMf lit the Uses Of the weakest 
Wbtietos of society Hytttfal areas hut the 
Hhst important ctemfent which ms igno¬ 
red ha this exercise was the extent to which 
the banks could take the place of the 
money-lender. The Debt and Invest¬ 
ment Survey, 1971-72, conducted by the 
Reserve Bank of India showed that no 
toss than 78 million rural households were 
in debt. The debt burden was the heaviest 
oU the poor sections of the rural com¬ 
munity. Since guarantee in one form 
or the other was needed in securing a 
credit from the bank, the poor peasants 
and landless labourers were not in a posi¬ 
tion to derive any benefit from the credit 
facilities offered by the banks. 

Thus, if the new programme were to 
have any meaning for the vulnerable 
sections of the rural areas, the banks 
would have to change their mode of 
working which, in turn, would need a 
new class of bankers who would be in a 
position to understand the difficulties of 
the villagers and would adopt innovative 
procedures for coming to the succour of 
the rural folk. 

The moot question was: were the banks 
embarking upon a programme of training 
young bankers who could rise up to the 
occasion and show initiative in this 
regard? The money-lenders could be 
replaced by banks which were manned by 
such staff which was “attuned to the social 
and cultural environment of the locale.” 
Since the banks had taken no such mea- 
kum. the legislation regarding debt redemp¬ 
tion was likely to prove harmful to the 
rural society whose traditional source of 
aWfctancpfriul been choked without open- 
frig Up new apd equally helpful avenues of 
su^ilyqf medit. 

, fit' t( highly practical speech, Dr V. 
Venlnrapiwttttdmniiaa of the Rural Etec- 


trifkmthmOnpOff tttod , (WBC)compla»ncd 
that the banking system kad become very 
costly and was hardly suitable for solving 
the problem* of the poor in our villages. 
For meeting the credit needs of the rural 
community, it was necessaryto reduce the 
credit costs. This could be made possi¬ 
ble by opening one or two-man banks in 
rural atfiflS. * fie also emphasised the fact 
that bank nationalisation had still to 
be followed by a scheme of rationalisation 
in the absence of which there was sizeable 
wastage of resources due to the multipli¬ 
city of banking offices in small places. 

Drawing upon his long association with 
this country's agricultural problems, Mr 
B. Sivaraman, member, Planning Commis¬ 
sion, cited some figures to show that the 
rural community deserved much more 
attention than it had been able tocommand 
despite the nationalisation of the major 
banks and the initiation of the 20-point 
programme. He said that “about 50 
per cent of the rural population, at pre¬ 
sent can do with a greater income to put 
them above the poverty line”. He was 
right when he said that a problem of such 
magnitude could not be solved by charity. 

In his view, a process of development 
had to be generated in the rural sector 
which could enable the large, poor rural 
community to earn a fair income and 
which could put them above the poverty 
line. But growth in the rural economy 
alone would not bring about the desired 
change in the rural population. This 
had been proved in the case of the. deve¬ 
loped societies where in the wake of speedy 
development, affluence and poverty had 
learnt to co-exist. Therefore, the growth 
model of our economy envisaged “growth 
with social justice ". And the banks were 
expected to play a helpful role in opera¬ 
tions leading to increased growth as well as 
social justice for the needy millions in 
rural areas. 

Mr Sivaraman cited estimates made by 
the P lanni ng Commission in regard to 
the credit requirements of rural areas. (See 
tables alongside). He said that for full 
coverage in 1985, the credit needs of the 
rural community would be as high as Rs 
16,549 crores. Surely the institutional 
sector would not be able to harness so 
much Credit for the financing of both the 
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irrigated and nan-irrigated areas. Con¬ 
siderable shortfalls were expected in the 
demand for credit Hi unirrigated areas 
particularly. 

It would be difficult to say that the 
symposium resulted in any “findings" 
or “conclusions”. In a one-day affair, 
it was left to each speaker to present his 
(or her) thesis. The consensus, how¬ 
ever, was in favour of treating the rural 
poor in a generous way. (According to 
Mrs Tarkeshwari Sinha, former union 

Tabu I 

Credit Requirements by 1985 for Full . 

Coverage 


(Rs in crores) 


Marginal Medium 
and small and Total 
fanners large 
farmers 


Short-term loans 2,193 5,691 7,884 

Medium and long¬ 
term loans 2,497 5,768 8,265 


4,690 11,459 16,149 
Provision for machinery 


and implements 

400 

ToUl 

16,549 

Table II 


Basis of 'Graduation' of 

Fall 

Requirements 


Marginal 

Medium 

and small 

large 

farmers 

farmers 


1. Areas already or to be Irrigated 
(a) Short-tom loans 

Coverage by 1985 100% 100% 

Scale of financing 100% 50% 


(b) Long & Medium-term Loans 

Coverage by 1985 100% 100% 

Scale of financing 100% 100% 


2. Unirrigated areas 

(a) Short-term toons 

Coverage by 1985 50 % 50% 

Scale of financing 100% 60% 

(b) Medium & Long-term Loans 

Scale of financing 100% 60% 
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deputy Finance minister, the poor were ther symposium. Mr T<H. Tnli. th a n ew 
more honest than the rich). What was chairman of Punjab National Bank, fUt 
more' most of the banks were expected that there was “increased'need for dedica¬ 
te assist the landless labour and bonded tion and missionary real on the pul off 
labour increasingly; how this could be the banking personnel to implement the 
done in practice would perhaps need ano- new programmes.” 

BHPV: significant strides 


Bharat heavy Plate and Vessels (BHPV) 
recently achieved the distinction of manu¬ 
facturing a second stage condensor for the 
world's largest coal-based fertilizer unit at 
Talcher. This special type of exchanger 
weighing nearly 50 tonnes is made of three 
concentric shells of stainless steel. BHPV 
has orders in hand for six such heat ex¬ 
changers for fertilizer units at Ramagun- 
dam, Talcher, Nangal and Sindri. It 
has already successfully built pressure 
vessels, furnaces, dished ends, columns 
(light, medium and heavy) and has diver¬ 
sified into the manufacture of cryogenic 
plants, cryogenic tanks, multilayer pres¬ 
sure vessels and finned tubes. In this 
way, BHPV has taken significant strides 
in the manufacture of crucial equipment 
for process plants by meeting the existing 
needs of core sector industries such as 
steel, aluminium, petroleum, petrochemi¬ 
cals, fertilizers and other heavy chemi¬ 
cals. 

Established in collaboration with 
Skodaexport of Czechoslovakia a decade 
ago, this Rs 18-crore complexVas equip¬ 
ped for an annual production of 23,210 
tonnes of finished equipment. Originally 
conceived as a major fabrication shop, 
BHPV today is in a position to manufac¬ 
ture conventional equipment for process 
plants of any size, capacity or complexity. 
Facilities exist to manufacture equipment 
with unit weights upto 200 tonnes, using 
plates of thicknesses upto J00 mm, in a 
variety of materials including boiler 

quality steel, low and high alloy steel, high 
tensile steel, carbon steel, several types of 
stainless steel and special materials such 
. as aluminium, copper, brass, nickel, 

tjtafl&um and zirconium. Since the 
' equipment has to be custom-made to suit 
^mpecific requirements of a wide variety 
;.|Madustries, applications, 'processes and 
capabilities, BHPV’s manufacturing faci¬ 


lities have a high degree of flexibility and 
adaptability built into them. 

The collaboration arrangement with 
Air Liquide of France —* a leader in 
cryogenics—has meant another vital 
step towards self-sufficiency. It has 
enabled BHPV to manufacture, for the 
first time in this country, heavy plants for 
the production of industrial gases for 
steel, fertilizer, chemical and food preser¬ 
vation industries. The range includes 
oxygen and nitrogen wash plants of capa¬ 
cities above 1000 tonnes per day; low 
temperature purification plants to reduce 
the percentage of contaminous gases to 
practically nil; gas separation plants and 
a range of cryogenic storage tanks for 
gases and liquids. Manufacture of a 
number of gas plants are already under 
way for Bokaro steel, Bhilai steel, Haldia 
unit of Fertilizer Corporation of India, 
Indian Pelro-Chemical Corporation, 
Baroda, and several small capacity packa- 
aged oxygen plants for a number of other 
projects. 

a BHPV entered into a collaboration 
agreement with Nooter Corporation, USA, 
to be able to manufacture for the first 
time in this country, extra high pressure 
vessels of layered construction, for the 
synthesis of ammonia, urea and methanol. 
The availability of this exclusive know¬ 
how is expected to revolutionise process 
concepts in this country. The vessels 
are made by adding, one over the other, 
a number of layers of comparatively thin 
high-tensile steel sheets. There are absolu¬ 
tely no restrictions on thesize"of the vessels 
or thickness of the wall. Vessels of the 
multi-layer type are under supply to a 
number of projects and to the department 
of Atomic Energy. 

During the last three years of opera¬ 
tions, BHPV built-up the production 
fr<n&Rs4.95croiesin 1972-73to Rs 11,16 


epopee 4* 3P744I. Mow slg n ia reu M fra : 
the total output is the fit* *ut SWV 
has helped ioeubstaaiialjaviafiiit s^w,. 
exchaage. For instance, die :fM ■ 

foreign exchange has heat estimated ; *t; * 
Rs 4 crores for 1972-73, R» fi,47cr«a*for 
1973-74 and Rs 8 crores tot 1974-75. 
BHPVhave an order book of Rt 67 atom 
on hand which include joke valued at 
Rs 5 crores for World Bank aided projects. 
The orders of World Bank aided projects 
were secured against international com¬ 
petitive bidding and therefore prove the 
competence of this unit. 

The technologies adoped at BHPV are 
geared to ensure high degree erf design 
sophistication and performance standards. 

To exercise strict quality control, right 
from the raw material stage through the 
various stages of fabrication, to the finished 
products, BHPV has a complete range of 
sophisticated testing equipment. Every 
finished product is subjected to rigorous 
internal inspection as well as external 
third party inspection by agencies snch 
as Lloyds, to ensure that the equipments 
are capable of performing at extremes of 
temperatures and pressures, and under 
high corrosive and other aggressive condi¬ 
tions. 


Existing technologies become cither 
obsolete or impractical and new products, 
processes, and applications come into 
vogue. When this happens, an organisa¬ 
tion has to be dynamic and flexible enough 
to take on new challenges and responsi¬ 
bilities. Consequently, BHPV has 
made a beginning in the direction of re¬ 
search by establishing a Research and 
Development wing and it has already a 
number of achievements to its credit snch 
as titanium welding. 

After having accumulated substantial 
and precious reservoir of experience, ex¬ 
pertise and facilities to meet the process 
equipment needs of every major industry, 
BHPV is wed-set to break new ground* 
on the export front. A proof of this capa¬ 
bility is the fact that a number of etrtn- 
missions have been won by this company 
against stiff global competition. This is 
all the mom significant because several 
Indian consultancy wits are prepared to 
take up turn-key jobs abroad a 
number of industries where BHPV will 
be able to make vital contribution. w . r 
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s Corridors 


R. C. Ummat 

Kharff procurement • Fertilizer prices • Takeover 
of Burmah Shell * Steel plans 


After watching the progress of procure¬ 
ment of Kharif foodgrains for nearly a 
month, the union ministry of Agriculture 
seems to be confident that despite the 
reduction effected in the rice procurement 
targets'for several states, which include 
Bihar, Haryana, Karnataka, Kerala, 
Maharashtra, Orissa, Punjab, Tamil Nadu, 
Uttar Pradesh and West Bengal, from the 
levels suggested by the Agricultural Prices 
Commission (APC), the overall procure¬ 
ment of this commodity during the current 
year should exceed five million tonnes. It 
may touch even the 5.3 million target 
recommended by the APC. The overall 
target fixed by the ministry is 4.6 million 
tonnes. The target suggested by the APC 
had been scaled down after consultations 
with state governments and in view of the 
reported damage to the crop by floods in 
the eastern states and drought in some 
others parts of the country after the APC 
had submitted its recommendations to 
the union ministry of Agriculture. 

good procurement 

The procurement till now has been 
exceptionally good in.most states. More 
than two million tonnes of rice have 
already been procured, including the 
purchases by rice millers which are commi¬ 
tted to the government under the levy 
system. Punjab and Haryana are stated 
to have already exceeded the targets of 
900,000 tonnes and 300,000 tonnes set 
for them by about 35,000 tonnes and 16,000 
tonnes. The case of Jammu and Kashmir 
is no different. 

the flow of paddy into the markets 
continues unabated. Compared with the 
figures for the corresponding period last 
year, both the market arrivals and procure¬ 
ment have been slightly over 50 per cent 
more* The total procurement of rice 
during the last year as a whole was of the 
order of 3.6 million tonnes. 

in the case of coarse grains also, the 
progress of procurement has been quite 
encouraging. No target was fixed for the 
^ooiirmttent of these grains by the 
wnfetty of Agriciilturc, although a target 
of 1, 3 million tonnes had been suggested 


by the APC. The ministry had decided 
to remove all restrictions on the inter¬ 
state movement of coarse grains so that 
their availability in the open market 
remained satisfactory. The procurement 
of coarse grains was envisaged only as a 
price support measure. By the third 
week of November, nearly 84,000 tonnes 
of coarse grains had been procured, as 
against just about 15,000 tonnes by that 
time last year. 

bright prospects 

As a sequel to the very satisfactory pace 
of procurement of kharif grains, high level 
of imports, bright prospects of the next 
rabi crop and the steady decline in the 
off-take of foodgrains from fair price shops 
in the recent past, the government hopes 
to build up a sizeable buffer stock this 
year. The off-take of foodgrains from 
fair price shops during the last two or three 
months is understood to have been at the 
rate of only about 600,000 tonnes per 
month, as against a million tonnes earlier. 
Imports during the current year are ex¬ 
pected to be slightly more than five million 
tonnes, although official circles are hesitant 
to give any indication in this respect. TJie 
food situation till the next kharif.crop, 
thus, can be expected to remain satisfac¬ 
tory. This should have a salutary 
effect on the price level. 

The current encouraging procurement 
of kharif grains, incidentally, has created 
the storage problem for the Food Cor¬ 
poration of India. The FC1 has initiated 
steps to augment its warehousing capa¬ 
city from six million tonnes to eight million 
tonnes. 

Despite large procurement, prices of 
rice as well as coarse grains in some areas, 
however, are reported to be still ruling 
below the support prices. Orissa's case 
has been pertinent in this respect. The 
state government is understood to have 
taken some steps to rectify the situation. 

* * 

A very significant step that has been 
taken by the government last week to 
improve food situation further is the scal¬ 


ing down of prices of fertilizers—for the 
second time this year (th& first reduction 
was effected in July last). , • 

The sale prices of phosphatic as well as 
potassic fertilizers, including complex 
fertilizers, from the central pool have been 
reduced, with effect from December 1, 
by Rs 205 per tonne (from Rs 2,805 to 
Rs 2,600) in the case of di-ammonium 
phosphate (18-46-0), Rs 430 a tonne 
(from Rs 3,080 to Rs 2, 650) in the case of 
ammonium nitro-phosphate (24-24-0) and 
Rs 120 a tonne (from Rs 1,780 to Rs 
1,660) in the case of ammonium nitro- 
phosphate (20-20-0). The prices of NPK 
fertilizers have been reduced by Rs 55 
per tonne (from Rs 1,700 to Rs 1,645) in 
the case of 15-15-15 complex and Rs 165 
a tonne (from Rs 2,590 to Rs 2,425) in the 
case of 17-17-17 complex. The price of 
muriate of potash has been scaled down 
by Rs 85 per tonne—from Rs 1,170 to Rs 
1,085. 

With a view to bringing down corres¬ 
pondingly the prices of indigenously pro¬ 
duced single-super-phosphate and complex 
fertilizers, the import duty on phosphoric 
acid has been reduced from 30 per cent to 
15 per cent and the excise duty on single 
superphosphate from 15 per cent to 7.5 
per cent. 


prices slashed 

The reduction in fertilizer prices (per 
tonne) effected in July last had been as 
follows: urea (46 per cent N) from Rs 2,000 
to Rs 1,850; calcium ammonium nitrate 
(26 per cent N) and ammonium sulphate 
nitrate from Rs 1,145 to Rs 1,060; cal¬ 
cium ammonium nitrate (25 per cent N) 
fromRs 1,095 to Rs, 1,015; di-ammonium 
phosphate from Rs 3.005 to Rs 2,805; 
ammonium nitro-phosphate (20-20-0) 
from Rs 1,855 to Rs 1,780 and muriate of 
potash in 100 kg packing from Rs 1,220 
to Rs 1,170. The prices of ammonium 
sulphate (50 kg packing) and NFK fertili¬ 
zers (15-15-15), however, had been main¬ 
tained at that time at Rs 935 and Rs 1,700 
per tonne. 

Last week's reduction in the prices of 
fertilizers is expected to stimulate con¬ 
sumption during the rabi season. The 
reduction has been necessitated by lower 
import costs, and accumulation of stocks 
with the indigenous manufacturers. 

* * 

The proposed 100 per cent takeover 
by the union government of the Trombay 
refinery as well as the distribution net¬ 
work of Burmah Shell, the “memorandum 
of understanding” in respect of which was 
signed here last week by the Petroleum 
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Secretary, Mr P.K. Dave, on behalf of the 
gpvernment of'India, and by Mr R. H. 
Kilbey and Mr M.A. Cooke, directors of 
Burmah Shell, has not come as any sur¬ 
prise, even though the takeover of Esso 
Standard’s interests in this country in 
March last year involved the govern¬ 
ment acquiring only 74 per cent equity 
of that company. The complete take¬ 
over of Burmah Shell is a logical sequel 
to the sea-change that has taken place on 
the west Asian oil front during the last 
two years. Esso had been allowed 26 
per cent share in Hindustan Petroleum— 
the new company formed after the take¬ 
over of Esso's interests in the country— 
with a view to securing from its aiffilates 
crude oil supplies (for some years) which 
were available at rates lower than those of 
the direct purchases by the government 
from the west Asian nations. The current 
crude oil pricing formulae in west Asia 
do not allow any significant benefit on 
purchases through private oil companies. 

a good deal 

The details of the understanding rea¬ 
ched last week have yet to be announced. 
But informally it is learnt that the deal 
has been struck around Rs 37 crores, as 
against the nearly Rs 70 crores original 
demand of Burmah Shell. Part of the 
payment—approximately 15 per cent— 
is to be made in foreign exchange straight 
away. The balance payment is to be 
made in instalments over five or six years 
with a tax-free interest of 6.5 per cent. 

The necessary formalities about the take¬ 
over are envisaged to be completed by the 
end of December so that the new company 
which will replace Burmah Shell comes 
into existence with effect from January 1. 

With the takeover of Burmah Shell’s 
interests, the government will be having 
under its control nearly 95 per cent of the 
total production and marketing of petro¬ 
leum products in the country. The re¬ 
maining five per cent production and mar¬ 
keting are at present handled by two pri¬ 
vate oil companies, namely, Caltex which 
has its refinery at Visakhapatnam and 
Assam Oil which has its refinery at Digboi 
in upper Assam. Negotiations with 
these two companies too are expected to 
be initiated in the near future with a 
view taking them over. In the case 
ofHmdmtanPetroleum also, 100 per cent 
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ownership will accrue to the government 
in 1981 by which time Esso will relinguish 
its 26 per cent share in the equity of this 
company under the agreement reached in 
March last year. 

augmenting capacity 

The takeover of the two Trombay re¬ 
fineries of Esso and Burmah Shell should 
go a long way in making up the leeway in 
augmenting the oil refining capacity in 
the country which has been caused 
by the delay in the setting up of the 
Mathura refinery. Burmah Shell’s 
refinery at present is running to a capacity 
of 3.75 million tonnes per annum, but it 
is stated to be capable of processing 5 to 
5.25 million tonnes of crude even with¬ 
out modifications. The capacity of this 
refinery can be raised even to six million 
tonnes through some minor additions of 
equipment. 

Hindustan Petroleum’s refinery, 
which at present is being run to a 
capacity of 2.75 million tonnes, is stated 
to be capable of expansion at not very 
heavy cost up to six million tonne s. In 
fact, a proposal for this expansion pro¬ 
gramme is understood to have already 
been submitted to th A government. If this 
refinery also is expanded to six million 
tonnes by the end of 1978-79, the refinery 
requirements at the current Plan-end 
wouid be easily met as the expansion plans 
of the Koyali and Barauni refineries are 
already in hand. 

* Apart from setting up a new refinery at 
Mathura, there arc no other proposal 
at present to establish new refineries in 
the country during the next ten years. 
The requirements are envisaged to be met 
through the expansion of the existing re¬ 
finery units. 

The takeover of Burmah Shell’s refinery 
is also significant from the point of view 
of utilising the crude oil to be avai¬ 
lable next year from the Bombay High 
area. This refinery is said to be capable 
of processing this crude oil straight away 
without any modifications. Since 1.5 
million tonnes surplus capacity already 
exists in this refinery, commercial exploit¬ 
ation of the Bombay High crude oil re¬ 
sources can be expected to receive fillip. 

It is planned to establish in the Bombay 
High area a potential for producing two 
million tonnes of crude oil by the end of 


1976. Aotualproduetioo during the $6$ 
year, ofcourse, may be .lightly -W 

The marketing^ netutaite of Burma* 
Shell, which is being taken over, includes 
five port installations, 73 depots and 3,175 
retail outlets. As Burmah Shell was one 
of the first entrants in the field of market¬ 
ing of petroleum products in the country, 
its retail outlets are very strategically 
located in major cities and towns. 

* a 

Although adequate funds have yet to be 
released by the government for the con¬ 
struction of the two integrated steel plants 
at Visakhapatnam and Vijayanagarm, 
which were cleared a couple of years ago, 
the Steel Authority of India is understood 
to have entrusted to the Metallurgical 
and Engineering Consultants (India) 
Limited the task of preparing feasibility 
studies of two more integrated steelworks 
—one to be located in the Bailadila area 
of Madhya Pradesh and the other in the 
Surajgarh area of Maharashtra. 

The Metallurgical and Engineering 
Consultants (India) Limited has also been 
asked by SAIL to study the prospects of 
expanding the Durgapur alloy steel plant 
and the export possibilities and the inter¬ 
nal demand for steel up to the end of 
eighties. 

The above four projects are understood 

to have been undertaken by SAIL under 
the perspective plan for the development 
of the steel industry. 

expansion ichcmn 

The requirements of the current decade, 
it is hoped, will be met fully through the 
expansion of the Bhilai plant from the 
present 2.5 million tonnes ingot capacity 
to four million tonnes and the completion 
of the Bokaro steelworks to four million 
tonnes capacity. If necessary, Bokaro 
would to expanded to 4.75 million 
tonnes. The first phase of Bokaro* 
under which 1.7 million tonnes capacity, 
was to be created is now almost complete. 
The stubbing mill of tkris project has Al¬ 
ready been commissioned, the third 
coke oven battery and the second Mast 
furnace are being commissioned this 
month. The hot strip null is expected to 
be commissioned shortly, the expan¬ 
sion of Bokaro tofeuy millipn tonnes 
capacity is being done on a ctmttniws 
basis. ■ ,*•; 
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Towards UNCTAD IV r but 

with 
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The national seminar on the “New 
International Economic Order and 
UNCTAD IV,” held in New Delhi last 
week under the auspices of the Indian 
Institute of Foreign Trade, was not 
just an academic exercise. It was 
specifically and immediately related to 
processing representative Indian app¬ 
roaches to or views on the agenda of the 
fourth session of UNCTAD IV which is 
planned to he held in Nairobi in May 
next year. The seminar was in fact 
organized at the instance of UNCTAD 
secretariat which has sponsored similar 
seminars in Bangladesh, Indonesia, 
"Malaysia, Pakistan, the Philippines, Sri 
Lanka, Thailand and Singapore through 
certain designated agencies. These national 
seminars arc regarded as preparations 
for a regional seminar for Asia to be held 
in December this year. The UNCTAD 
secretariat hopes that these preliminary 
discussions would enable the delegations 
of developing countries participating in the 
Nairobi conference to go properly pre- 
pared for meaningful and purposive con¬ 
sultations and negotiations leading to a 
body of concrete decisions and a pro¬ 
gramme for action. 

new economic order 

Although UNCTAD IV is being adverti¬ 
sed as an effort to give shape and content 
to the UN resolutions supporting the 
establishment of a new world economic 
order, the agenda itself is based on an 
earlier plane, its emphasis being on the 
working out of an international agree¬ 
ment on an integrated programme for 
fair and stable trade in commodities of 
substantia] importance to developing 
countries in their export trade. This 
agreement of course could only be a 
small part of a charter for a new world 
economic order, but it must be borne 
in mind that a consensus on the pro¬ 
blems involved or their solutions has 
so far proved elusive in spite of great 
many sessions of consultations or con¬ 
frontations between industrialized 
countries* which are major importers 
of primary commodities and the develo 
ping countries which are the princi¬ 
pal exporters. In this sense any sub* 
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stantial success achieved at or through 
UNCTAD IV in improving the terms 
of trade of developing countries through 
strengthening their export capabilities 
relating to and their export earnings from 
their staple commodity exports would 
certainly make a useful contribution to 
the more general problem of reducing the 
disequilibrium in wealth and income 
between the rich north of the world and 
its poor south. 

case-by-case study 

There is behind international commo¬ 
dity discussions a history of much 
sophisticated arguing about the kind of 
approach that would be optimally reward¬ 
ing for the parties concerned. Here the 
debate has been between the merits of 
a case-by-case considereiation on each 
commodity in relation to its problems 
in international trade and what is 
described as a comprehensive commodity 
system which seems to have become 
almost an article of religious fith. There 
is some justice in the suspicion that the 
advocates of the case-by-case basis, 
chief among them are the United States, 
are perhaps not wholeheartedly behind 
any large enough international pro' 
gramme in the commodity field. * In 
any case the US stand has become con¬ 
siderably more flexible lately and this 
has certainly given much encouragement 
to those who, while not being identified 
with either of the warring camps, are 
yet persuaded in a general way that 
national commitments or international 
resources of the order indicated could 
be mobilized only if a sufficiently large 
number of commodities is simultaneously 
considered for an integrated programme 
of trade stabilization and development. 

As Dr Lawrence B. Krause of the Brook¬ 
ings Institution in Washington D.C. 
has put it, as long as agreements on agreed 
combtoditie are fragmented and handled 
on a case-by-case basis, they will fall 
apart when put under stress, whereas a 
scheme that has interacting elements 
that reinforce one another and form a 
viable whole has a fair chance of being 
enabled to trade off producer interests 


blinkers off 

within each country to build up support 
for maintaining the whole series of 
agreements. _ Anyhow the narrowing 
of the gap in thinking on this issue 
has brought about an understanding on 
the size and content of a basket of 
commodities for which the UNCTAD 
secretariat is now hopefully planning an 
integrated stabilization and promotional 
approach for consideration at Nairobi. 

Much thought and not very much less 
horse-trading have gone into the filling 
of this basket. The commodities in¬ 
cluded, 10 in number, are coffee, copper, 
rubber, tea, tin, sugar, cotton, hard fibres, 
jute and manufactures and cocoa. These 
are described as core commodities and it 
is explained that they have been chosen 
because developing countries happen to 
be the principal exporters of these commo¬ 
dities. Dr P.C. Alexander, the Foreign 
Trade secretary, in the ministry of 
Commerce, was commendably candid 
about the relevance of significance of this 
basket to the Indian economy. He poin¬ 
ted out that only tea and jute manu¬ 
factures in the list could be of substantial 
practical interest to us. He added that 
coir and coir products, an item which is 
of some substance in our export trade and 
which is causing us a great deal of anxiety, 
has not been included in the definition of 
hard fibres as accommodated in the 
basket. 

limited interest 

It is only right to say that the Indian 
interest in the main item on the agenda of 
UNCTAD IV is thus relatively limited. 
This would be all the more so if note is 
taken of the fact that so far as tea and jute 
and jute manufactures are concerned, 
there is clearly very much more to be 
gained by the producer countries coming 
together in terms of enlightened self- 
interest on strengthening their position 
vis-a-vis the importing countries than by 
a more generalized international commo¬ 
dity agreement. In fact it could be said 
that, unless there is this firm and purpose¬ 
ful coming together on the part of the 
producing countries, no generalized 
commodity agreement will eventually 
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materialize or at least materialize in a 
worthwhile form. In these two cases at 
any rate there is simply no alternative to 
pr substitute for the ground being firmly 
laid by concerted action on the part of the 
producing countries themselves as the 
foundation for anything else in the 
nature of an international commodity 
agreement being built at UNCTAD IV 
or elsewhere. 

core commodities 

Dr Alexander said that although a list 
of core commodities had been provi¬ 
sionally agreed upon, the UNCTAD 
secretariat had made it clear that the 
member countries would be free to suggest 
additions to or deletions from the list. 
In practical terms, however, the list, as 
it stands now, is unlikely to change since 
attempts at altering it might revive con¬ 
troversy on a number of points where 
the reconciliation now achieved may be 
quite fragile or even tenuous. It follows 
that the main interest in UNCTAD IV 
would probably centre not in the commo¬ 
dities to be protected or promoted but 
in the techniques, arrangements and 
commitments which will have to be sub¬ 
scribed to by the participating countries 
for the purpose of that protection or 
promotion. 

Here again there has been some 
valuable preliminary agreement on the 
basis of which the UNCTAD secre¬ 
tariat has proposed an integrated pro¬ 
gramme having five basic elements. 
These are the establishment of inter¬ 
national buffer stocks of commodities, 
the creation of a common fund for the 
financing of international stocks; the 
building up of systems of multilateral 
commitments on individual commodities 
whereby governments enter into purchase 
or supply commitments on the basis of a 
multilateral appraisal of trade require¬ 
ments, improved arrangements for com¬ 
pensatory financing in situations of 
unusual or undue fluctuations in commo¬ 
dity prices and earnings; and the imple¬ 
mentation of measures removing dis¬ 
crimination in trade against processed 
products, encouraging the transfer of 
technology and the intensification of 
research efforts for the expansion and 
diversification of export earnings from 
commodities. 

There will be general agreement with 
Dr Alexander's proposition that,although 
India's specific interest in the basket 
would be of a limited nature, it could 
still play a reasonably active pari at 
Nairobi in working out a sufficiently 
effective and forward-looking integrated 
programme broadly in the five directions 


indicated by the UNCTAD secretariat. 
In this manner India could confirm itself 
in its more or less historic role of look¬ 
ing at third world needs and problems in 
a larger perspective than that of its own 
direct and immediate national preoccupa¬ 
tions, In particular, this country's 
representatives, as Eh* Alexander 
emphasized, should certainly work for 
sufficient attention, consideration and 
importance being given to the fifth element 
in the integrated programme, namely, 
the diversification of commodity pro¬ 
duction in developing countries and the 
development of processing industries and 
connected research activity. It, is worth 
mentioning here that there are already 
examples of countries, whether developed 
or developing, having adjusted themselves 
to fluctuations in or changing patterns of 
international trade in commodities by 
switching over from one group to another. 
Thus it is not only US agriculture which 
has benefited from a substantial shift 
from raw cotton to soyabean but also and 
more recently the plantation economy 
of Malaysia which has built up con¬ 
siderable cushion against hard times in 
rubber by the expansion of palm cultiva¬ 
tion. 


basic changes 

It was said more than once at the 
seminar that, in thinking out its role at 
UNCTAD IV, India should take due note 
of certain basic changes in the world 
economic order. It was pointed out by 
speaker after speaker that the developing 
countries were no longer one monolithic 
block of interests as against the developed 
countries. The third world in other 
words has become a matter of many dis¬ 
tinct and separate continents. There are, 
for instance, the least developed count¬ 
ries,, a sub-group within the group of the 
developing countries. There is also the 
recognizable division of the developing 
countries most seriously affected by the 
oil crisis because they are net importers 
of oil. Then there are the members 
of the OPEC rich in oil money but still 
with miles to go in the matter of agri¬ 
cultural, industrial infrastructural or other 
development. It was urged at the 
seminar that India should carefully, judge 
the implications of the structural patterns 
or changes in the third world and carefully 
choose the positions which while serving 
the general cause would also protect 
sufficiently its own particular interests. 
What each of those participants in this 
seminar who indulged in this reflection 
had in mind is not easy to see, but it would 
surely be valid to lay down the broad pro¬ 
position that India should be wary of 
making itself the spokesman or the 
cheer-leader of each and every populist 
claim or demand that may happen to bear 


the stamp of the third world or any parti¬ 
cular part of it. 

While the changes within the third 
world were emphasized often enough 
during the discussions, very little notice 
was taken of the change or changes 
outside that world. Credit, howeWr, 
must be given to Mr N. Krishnan, addi¬ 
tional secretary in the ministry of External 
Affairs, who mentioned more than an 
instance of worthy third world causes 
receiving valuable support from the in¬ 
dustrialized countries. This tempts us 
to focus attention on the many encourag¬ 
ing trends in the thinking of the United 
States, members of the European Econo¬ 
mic Community or other countries of the 
OECD on the all-important matter of 
trade between the industrialized countries 
and the developing world. 

We hope that in spite of the UNCTAD 
emphasis having shifted to commodity 
agreements for the purpose of the 
Nairobi conference. India's delegation 
in consultation with and with the 
cooperation of like-minded countries 
both within the developing world and 
in the industrialised world will labour 
energetically and efficiently to keep 
alive and strengthen international interest 
in the issue of the freest possible access 
of manufactures and semi-manufactures 
from developing countries to markets in 
the industrially advanced countries. It 
is noteworthy that, even as the industrially 
advanced countries are becoming more 
and more reserved about development 
aid, they are becoming increasingly dis¬ 
posed to promote trade as an instrument 
of economic development in the third 
world. 

increased pressure 

Here it is only fair to say that the more 
interest OPEC countries show in extending 
economic assistance to other countries 
of the developing world, particularly those 
most seriously affected by the increase in 
oil prices, the greater will be the pressure 
on the industrialized countries to libera¬ 
lize their own aid or more probably 
trade policies relating to third world 
countries. The initiative of Iran in per¬ 
suading the OPEC to set up a fund which 
will undertake to provide US $1 billion 
annually in economic assistance to deve¬ 
loping countries affected by the rise in 
oil prices is consequently not only timely 
but is also a move with large implications. 
A decision of this kind will naturally 
strengthen other international projects 
such as the FPO scheme for a fund for a 
world agricultural development pro¬ 
gramme. By and large, than, the cir¬ 
cumstances are propitious for India 
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working out its Bland on Ihe issues that 
may come op at UNCTAD IV m the light 
of it* intelejgent appreciation of the 
various liberal influences developing in 


international thinking for a fairer world 
economic order. Its success here would 
depend on the extent to which it is able to 
free itself in time of certain habits of 


thought which have been imposed on its 
foreign economic policy by the conven¬ 
tions or the supposed compulsions of its 
foreign policy. 


Stray thoughts 

I start by summarising the world eco¬ 
nomic scene as it is today. Most of you 
I know are active economists and critics 
and you will be able to enjoy yourselves 
and find out where I am at fault in my 
summary. But anybody who seeks to 
summarise the present sad state of the 
world economic scene must make some 
mistakes unless he is going to keep you 
here for the rest of the night I I believe 
that the scene is at present dominated 
by that one word—Infla f ion. Inflation wc 
know leads to an increase in prices. It 
leads to a decrease in the value of money. 
World-wide this has led to deflation in 
activity and in trade, but not everywhere 
has it yet led to decrease in prices or even 
to stability. In your country, however, 
you have set an example of which my 
country would be very proud in achieving 
a stability in prices. Your prices, over 
l think the whole of the recent year have 
been stable and that is something on which 
I would have thought of any country or 
any government should be proud though 
l am sure that with that success must have 
come some awkwardnesses as well. 

Inflation distorts decisions, it also dis¬ 
torts expectations and I believe one of the 
problems in the democratic countries of 
the world is that the boom periods, the 
periods of the fast growth since the war 
—not uniform throughout the world of 
course—have led to expectations amongst 
peoples which are larger and higher than 
we arc able to honour now and perhaps in 
the future. Against that background of 
inflation, and as 1 said some deflation in 
activity, now let us look at the dominant 
points in the world economy. 

deep recession 

Throughout most of the world there has 
been a recession which has been 
unexpectedly deep and which still persists. 
Because of inflation, it means that the 
traditional speed of recovery^ a pumping 
in money—that had to be slowed down— 
and because of the recession it means that 
the traditional part of recovery after reces¬ 
sion through exports will be harder and 
Slower to achieve in the depressed world 
trade conditions. But the signs are that 
recovery has started in North America 
and in Japan and there are those who 
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say that throughout the OECD which is 
not of course just Europe but the 24 
industrialised countries of the world that 
the total output is forecast to rise by about 
live per cent in the next year having fallen 
a little bit in the past year. As a result 
of that and other things it is hoped that 
world trade which only rose by about five 
per cent as against the 15-20 per cent in 
the previous year will pickup faster than 
it has done in the last few months. 

The better prospects for the 24 in¬ 
dustrialised countries, the OECD mem¬ 
bers, coupled with sustained balance of 
payment surpluses of the oil producers 
could however spell out a more difficult 
time and not an easier time for the non¬ 
oil producing Third World nations. For 
these nations of the developing world (and 
1 am generalising here) face bigger trade 
deficits with little prspects for the sharp 
turn-around in world demand, and hence 
the prices of primary products. And so 
there are requiiemcnts for very large 
amounts of aid from the developed nations 
and from the Arab oil producers in parti¬ 
cular, as well as other members of OPEC. 
There is one other factor about the world 
economy which points back to my openind 
remarks and that is because this recession 
has started front such a high level of in¬ 
flation and the recovery even now will be 
started from what are historically high 
rates of inflation, there is a danger that 
what the economist 1 believe call a ‘ratchet 
effect’ may lead to new peaks of world in¬ 
flation as surplus capacity gets scarcer and 
supply shortages in 1977 and 1978 add to 
the pressures. And so people are saying 
‘go carefully and donct start a reflation 
too quickly'. 

So much for the world generally. But 
I think you would expect me to say some¬ 
thing about the United Kingdom. Its 
economy is out of step with that of most 
Of the other western economies. While 


Lord Aldington 

they for most of the earlier part of this 
year reduced their rate of domestic in- 
fltion we have not. While most therefore 
are able to begin reflating their economies 
and to prepare for the recovery we are not; 
and we are stilt facing the difficult pros¬ 
pects of higher unemployment, growing 
unemployment, the figure is above amillion 
now and I would expect the figure to be 
a million and a quarter around the end 
of the year and could rise above that. 
Some say it could reach 1J million, some 
say higher during 1976. We have a real 
difficulty in trying to cure our inflation 
from a "level now about 26 per cent (it 
has been higher). The steps that have 
already been taken that deal with the 
control of wages which have been rising 
in many parts of our industrial, commer¬ 
cial and public sector activities by as 
much as 30 per cent over the year and that 
is now held back to £6 per week maximum 
and that maximum does not apply to 
upper-middle and higher incomes which 
are not allowed any increase at all. 

wrong forecast 

There is a problem still in Britain about 
the public sector expenditure. We have 
not had a very good record in the last two 
years of forecasting the public sector 
borrowing requirements. It was wrongly 
forecast in the 1974-75 and looks like being 
wrongly forecast in 1975-76 -the current 
year. There are people who say that the 
public sector borrowing amount this year 
is going to be over £10 billion—10 thou¬ 
sand million ‘pounds--which is to use a 
vulgar expression one hell of a figure and it 
is bound to cause difficulties in monetary 
control as well as the confidence generally 
of the outside world and of the world 
inside if it is not clear that it will not be 
repeated. That I think summarises the 
United Kingdom problem except for rates 
of exchange. 

The pound sterling after the Smithsonian 
Settlement^ in 1972 went up against the 
dollar but not against some of the Euro¬ 
pean currencies. It is now 29 or nearly 
30 per cent lower than its average rate with 
all countries concerned at the Smithsonian 
agreement time, and that is a every large 
drop. As a result of that our exporters 
have been helped and our export prices 
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in foreign currencies, in leading foreign 
currencies, have shown a lower rate of 
increase than many of our competitors 
but in comparison with what is taken in 
sterling prices, our industrial prices have 
risen enormously. I think there always 
will be a difference of opinion as to 
whether floating rates of exchange arc 
desirable and whether floating can be a 
euphemism for sinking. Whether they 
are good or bad for an economy or for the 
trading world I am fairly clear in my own 
mind that to have a floating rate in a 
democracy for any long period removes 
one of the major disciplines that affects 
government action, affects employers 
action and above all affects the actions 
and decisions of trade unions. So I hope 
that in time the world will be able to agree 
on a return to something like Brctton 
Woods and some more regular way of 
handling our currencies. 

mutual dependance 

What I said so far illustrates the pro¬ 
blems that face the industrialised world in 
particular. I have referred in may 
talk about the world economy to the diffi¬ 
culties that a recession produces for the 
developing countries and you need no 
reminder of the difficulties whichthehigh 
increase in the price of oil at the end of 
1973 and the beginning of 1974 have pro¬ 
duced for you, for the developed world 
as well as for Britain and the majority of 
the industrialised countries. I have 
long been a firm believer in the importance 
of the developed countries and the deve¬ 
loping countries working their problems 
out together. They are very much linked 
by trade probably nobody knows this 
better than Britain because of her ex¬ 
perience in the Commonwealth. We can 
however play a part in Europe by inculcat¬ 
ing our experience in our friends there. 
But we are also linked by political factors 
as well. Wp arc indeed very interdepen¬ 
dent and if there is a world recession wc 
all have our problems, 

I referred to the problems of export that 
faced the industrialised world and that 
I believe face the developing world as well. 
I have here a quotation from an impor¬ 
tant article written in our Overseas Bank¬ 
ing institute Review , the No. 2 of 1975 , 
which makes the point that the only dyna¬ 
mic markets in the world in 1975 will be 
that of the OPEC members, that is oil 
producers. The exporters most likely to 
exploit this mrket are the industrialised 
countries unless OPEC members take 
special counter measures—those most 
likely to lose are the non-oil producing 
developing countries—and I believe it is 
most important that the OPEC members 
find a place for Indian exports and the 
exports of other developing countries 


in a position to export, and it is one of 
the points that my bank attaches impor¬ 
tance to in the efforts we make to help in 
Indian exports by loans and advice. 

The transfer of resources to developing 
countries traditionally official aid and 
by private sector investment loans, must 
continue to be in real term as high if not 
higher than before and one is happy to 
know that even in 1974 (which was a very 
difficult year for the industrialised count¬ 
ries) in real terms aid did not drop below 
that in 1973 (in money terms of course 
considerably higher) but nevertheless 
even if the traditional aid givers and inve¬ 
stors continue as they have done before 
there will need to be a considerable incr¬ 
ease in the amount of aid that comes from 
OPEC countries. 

One is glad to learn that the commit¬ 
ments from OPEC countries has risen form 
$352 million in 1972 to $10 billion ($ 10,000 
million) in 1974. Disbursements of 
course has risen less rapidly from $452 
million in 1972 upto $ 2£ billion in 1974. 
But i cannot stress too much on the im¬ 
portance in my mind of oil producers by 
grants, where possible, and loans and 
credits making life easier in the develop¬ 
ing countries; for they after all have pro¬ 
duced one major blow to the developing 
world by that very sharp increase in oil 
prices. During a television inter¬ 
view earlier the, interviewer said 
words to the effect that the big 
rise was in 1973-74 and the recent one 
was “nothing—only 10 per cent.” Well, 
three years ago 10 per cent was the hell of 
a rise in any price and even 10 per cent 
rise of oil price hurts the economy of the 
United Kingdom and I would guess it 
hurls the economy of India as well. 

r ^ surplus oil money 

This surplus of oil money which comes 
from this high price was estimated in 1974 
to be $ 70 billion. That was distribu¬ 
ted round the world, in the United King¬ 
dom, the United States and other places 
in deposits, investment as well as in grants 
to the developing world. What is I think 
good to know is that after all the concern 
shown beforehand that the world banking 
system and the international financial 
arrangements were able to accommodate 
this very large new transfer of money and 
money resources from one part of the 
world to another. 

It is good to know that atlea.st up to 
the present no one country has made the 
mistake of taking selfish action against 
the interests of the world at large. There 
are some, even in my country, who 
are short-sighted, and advocate sharp 
deflationary measures at the expense of 


tbe world and at the expense ofemploy- 
ment. I am sure it it tight not to move 
sharply like that. I have talked about 
aid in the presence of Sir Michael Walked 
who is our distinguished High Commiss- 
sion here. I hope he won’t mind my say¬ 
ing this because he ha6 a distinguished 
record in aid to developing .countries 
having been High Commissions elsewhere 
before he came here and in the meantime 
having been head of our Overseas Develop¬ 
ment ministry by whatever name it went 
during the period that he was there, 

largest aid donor 

He rightly claims credit for Britain 
being your largest aid donor—more than 
any other country and on more generous 
terms. I can, therefore, say that I am not 
only preaching about the importance of 
no one country taking action to the detri¬ 
ment of another now but that this has 
been practised by Britain who has pro¬ 
bably suffered as much as and by world 
economic events (and a little bit by our 
own eccentricities). Britain which has 
suffered in that way is yet prepared to 
continue its aid to its oldest friend in the 
developing world and I hope you will 
think that that is right and I am certainly 
very proud of this fact. 

I said that there must be inter¬ 
dependence between the public sector and 
the private sector. So, l believe there is. 
There still is massive British private invest¬ 
ment in India. 1 do not know whether 
it has been valued recently but I believe 
it is of the order of £300 million—much 
of it that has been here for quite some time. 
I hope that loans and investments will 
continue from Britain in sectors 
where you want it for private investment 
I believe is useful in the whole of the 
developing world not just for the money 
it brings with it, but because of the 
management support that it puts behind 
its own technical support—for the discip¬ 
lines which private enterprise brings with 
it which 1 dare to say even in front of so 
many public servants is better than public 
sector disciplines. 

1 have been in the public sector myself 
and I am chairman at the moment of the 
Port of London Authority and I know 
how difficult it is to get those disciplines in 
a public sector docks and on top of that 
private investment by industry brings an 
international link with it which is impor¬ 
tant not only technically but from the 
point of view of marketing, from the point 
of view of marketing exports whether of 
completed assemblies or of components. 
Of course I know that in many countries 
foreign companies are criticised, { have 
been the butt of criticism of some news - 
papers who are here represented and I 
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(50 mi.) from Montreal International 
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know that the word multinational is a rude 
word in some pdople's mouths. I am 
connected with a number of multinationals 
I am happy to say. 1 am very proud 
of that. I know that one of the objections 
is overseas control but you know, when 
you follow that through, that a good 
multinational whether it is a bank or a 
big international company when it is 
working overseas directly or through a 
subsidiary company works for the benefit 
of the host country and to help in the 
economy and the development of the 
country which is its host at that time. 
There is certainly no international banker 
worthy of that name in India that would 
be doing anything other than trying to 
help the Indian economic policies and we 
would like to assure the government that 
we are trying to help all your plans as 
well. 

Then there is the point that there is a 
drain of profits. If you make a profit some 
of it goes home. Quite right I say that it 
should but I would like to remind you 
that the ministry of Finance gets quite 
a bit of it before it goes out of here over¬ 
seas and a profit is better for the economy 
than no profit. That 1 think leads to 
the question of the introduction of foreign 
attitudes. I believe that foreign technical 
attitudes even some foreign managerial 
attitudes are good but only if they have 
been adapted by wise men to the condi¬ 
tions of the country. And I believe in 
the good foreign company—that it is well 
able to do that. 

investment risks 

Then I look as an international banker; 
at the risks that there are in making private 
investment overseas in modern days. 
Well they certainly are there. They are 
over and above the commercial and credit 
risks one deals with normally. They can 
be described as political risks. The 
change in regime or the change in altitude 
towards private industry or towards 
industry from particular countries -the 
risk that follows of expropriation, the risk 
of new laws and new controls, the risk 
that there would be bans on remittances 
of profits and so on. All these arc quite 
familiar Tisks. Wc can judge them 
r at ionatty. 

There are agreements made govern¬ 
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mentally—backed sometimes by insurance 
—which are available but in the end the 
most important thing that matters is 
confidence by the outside investor in the 
country which welcomes or which is 
trying to attract his investment. And that 
confidence comes from knowledge, from 
the experience of those who are already 
in that country and the confidence is not 
destroyed when there are new arrange¬ 
ments for example nationalisation and 
so on. 

proud record 

You would know that nationalisation 
is a word we use in Britain from time to 
lime and it is not peculiar to India. Indeed 
there are some of my countrymen who 
think wc may have taught it to you. But 
we understand that it is a perfectly proper 
thing Tor a government to do whether out¬ 
right nationalisation or a participation. 
One understands that even if one does not 
like it. Confidence is not destroyed by 
that but l do think that what is essential 
for confidence in those cases is that there 
should be fair compensation paid pro¬ 
mptly in accordance with the international 
code on the subject and that is something 
I think which your country, has reason to 
be proud in its experience. And it is 
because of the experience we have of that, 
that there arc new investments from time 
to time—that wc do send out our technical 
people and so do many of the other count¬ 
ries oyer here and that we come back from 
time to time with fresh investments. 

But however that may be there is no 
private investor who will wish to come to 
any country unless he is welcome and 
he will well understand if in a controlled 
economy there are sectors where he is 
welcome and sectors where he is not 
welcome, I have to say too that for pri¬ 
vate investment which does depend on 
profit it is important that there should 
not be too many snarky things said or 
thought about profits and 1 like to think 
that India will contiouc with its proud 
record of Letting dividends and profits be 
remitted overseas after tax. That too is 
a matter that is relevant to confidence. 

Confidence goes two ways. It is right 
that India should claim in return that she 


must have confidence in the companies 
and investors Who are prepared to put 
money there. 

These are the principal points I wanted 
to make. I have tried to stress the inter* 
pependcnce both between countries and 
between private and public sector. 1 
hope both these points are acceptable to 
you. I believe they apply particularly 
now and that they have applied in the 
past. As we look ahead I think we may 
have to revise as I have indicated some 
of the expectations which we have allowed 
to grow over the last twenty years or so. 
1 think those of you who are economists 
just as those like me who are bankers will 
have to realise that in the modern world 
pure economics (if there ever was such a 
purity about that particular science) is 
something one is not likely to meet. Pure 
economics forces are not likely to blow 
around the world so much as they did in 
the past. It is more likely that we shall 
be dealing with politico-economic forces 
and politico-economic decisions. 

finite resources 

Basically the world faces some finiteness 
in its resources whether they are energy, 
raw materials or food. We hope we have 
not got anywhere near the end yet. I 
think it is quite important that we should 
not Jet our population grow far beyond 
the likely availabilily of resources and I 
know you have taken steps to try and 
avoid that. There was an interesting arti¬ 
cle in the London Ttmes about two 
months ago by Lord Rothschild that 
reminded us of the importance of this- 
telling us that we could not escape from 
having too many people on this globe by 
sending them by satellite or by rocket to 
the moon or other delightful extra terri¬ 
torial places. The reason being that to 
transport five million people in that way 
would exhaust the entire energy resources 
of the world. 

So.there is is. I remain a great optimist. 
I am quite certain Britain will get out 
of her difficulties. I am delighted to see 
the progress made in yptir economy both 
in growth as well as In stability but I do 
warn that we must not lot expectations 
get ahead of likely realhies. 
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POINT OF VIEW 


Economics of egg production: a case study 


Ego production is a highly sensitive 
enterprise. To achieve success it requires 
business ability along with scientific know¬ 
ledge. For those who are unable to apply 
sound business methods and management 
principles, this enterprise might not be a 
promising one. 

Under the present Indian conditions, 
the egg producers generally do not have 
adequate know-how and ability to make 
egg production an economically viable 
business proposition. Hence, there is 
a great need for going into a micro-reality 
regarding the costs and returns from this 
enterprise under actual conditions. This 
study was taken up with the following 
specific objectives: 

(i) to analyse the cost structure of 
egg production; 

(ii) to examine production efficiency 
and profitability of egg production; 
and 

(iii) to examine the factors affecting 
the profitability of the enterprise. 

The data were taken from a dissertation 
entitled “Study of Costs, Production and 
Returns from Egg Production Enterprise 
on Commercial Poultry Farms in Udaipur 
City'*, submitted to the Udaipur Uni¬ 
versity. in 1973-74. 

purposive sample 

Twelve out of 44 poultry units were 
purposively selected. -The size of these 44 
units ranged from 200 layers to 1100 layers. 
They were grouped into three sizes namely: 
(i) 200-500 layers, (ii) 500-800 layers, and 
(iii) 800-1100 layers. From each of the 
groups four units were taken. The data 
were collected by survey method for the 
year 1972-73. The data for all the units 
in the respective groups were pooled and 
averaged out to arrive at synthetic situa¬ 
tions. 

Cost of raising pullets upto laying stage: 
Table I refers to the cost components for 
raising pullets. It shows that feed costs 
were major item of expense and accounted 
for 49.25 per cent of total costs, Price 
of chicks was the second important item 
and accounted for 24.92 per cent of total 
costs. 

The average cost of raising pullets upto 
the age of laying was Rs 13.52, The pullet 
cost was less where the pullets came 
into production before 24* weeks of age 
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than where pullets started laying after 
24 weeks of age. This difference was due 
to delay in reaching sexual maturity and 
thus pullets consumed extra feed in rea¬ 
ching point of lay. 

Gross returns from egg production: 
Returns from poultry business has three 
components, namely, egg, manure and 
culls. But only two returns—egg and 
manure were taken in this study The 
value of culls were taken as an item of 
cost in the form of flock depreciation. 

Flock depreciation-value of pullets— 
value of culls- home consumption. 

Table II shows the gross returns from 
Tabu- 1 

Average Costs of Raising-Pullets up to 
24 Weeks of Age 


Cost items Cost per Pereen- 

100 pullets taageof 



(Rs) 

total 

cost 

Variable Costs 

“ ■* - - -" 

-■ '■ * 

Price of chicks 

337.10 

24.92 

Feed 

665.70 

49.25 

Medicine 

54.72 

4.04 

Labour 

74.10 

5.48 

Light and water 
Miscellaneous and 

19.10 

1.41 

litter 

Interest on operat¬ 

16.54 

1.22 

ing capital 

Fixed Costs 
Depreciation oi 

31.35 

2.32 

building 

Depreciation on 

22.10 

1*63 

• 

equipment 

Interest on fixed 

19.41 

1.44 

capital 

11220 

8.29 

Total Cost 

1,352.32 

100.00 


Tabu: II 

Gross Returns from Egg Production of 
12 Poultry Farms in Udaipur 
(July 1, 1972 to June 30, 1973) 


Source of Average Per- 

receipts -*—^..centagc 

Per 100 layer Per 100 of 
(Rs) eggs (Rs) total 


Eggs 5718.75 25.87 98.81 

Manure 73.86 0.31 1.19 


Total 5792.64 26.18 100.00 


V. S. Kuvnat 

egg production enterprise. Returns 
from egg accounted for 98.31 per cent of 
the total returns. 

Table III also indicates that the returns 
from poultry are affected by the size of the 
flock. 

The returns per 100 layers increased 
from small to medium size flock and 
decieased from medium to large size flock. 

Cost of egg production : Table IV indi- 
Table 111 

Gross Returns According to Size of 
the Flock 


Source of Returns from different size 
receipts groups 



200-500 

500-800 800-1100 


layers 

layers 

layers 

Egg 

4619 

6286 

5294 

Manure 

146 

86 

51 

Total 

4765 

6372 

5345 


Table IV 

Cost of Egg Production of 12 Poultry 
Farms in Udaipur 


Cost per 100 % 

---of the 

layers (Rs) eggs (Rs) total 
cost 


Variable Costs 


Feed 

4250.17 

19.67 

76.54 

Medicine 

86.09 

0.34 

1.32 

Labour 

Light and 

160.43 

0.64 

2.50 

Water 

Miscellane¬ 

39.52 

0.16 

0.62 

ous and 
litter 

22.72 

0.09 

0.35 

Fixed Costs 




Depreciation 
on buildings 
Depreciation 

46.01 

0.18 

0.70 

on equip¬ 
ment 

43.27 

0.17 

0.66 

Flock depre¬ 
ciation 
Interest on 

868.62 

3.46 

13.46 

fixed capital 

249.76 

0.99 

3.85 

Total Cost 

5,766.69 

25.70 

100.00 

Total Receipts 

5.792.64 

26.18 


Net Returns 

25.95 

0.48 
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cates the cost components of egg produc¬ 
tion enterprise. 

Total cost per 100 eggs ranged from Rs 
20.72 to Rs 45.00 with an average of Rs 
25.70. Total cost per layer ranged 
from Rs 52.20 to Rs 71.49 with an average 
of Rs 57.67. Feed cost was highest in 
egg production. 

Attention needs to be, therefore, focus¬ 
sed on the price of feed without sacrificing 
feed quality, so that the egg production 
costs can be reduced further. The second 
important item was flock depreciation in 
fixed costs. The flocks with pullet cost 
more than Rs 13.52 per pullet also repor¬ 
ted higher flock depreciation than average 
1 of all flocks. After knowing the com¬ 
ponents of costs and returns, the next 
emphasis was to find out some factors 
which affect profit. 

Factors affecting profits : (/) Size of the 
flock : Larger units had better utilization 
of labour, house and equipment than 
smaller flocks. Table V indicates that as 
size of flock increased, feed cost per 100 
eggs declined. 

profit difference 

Along with this labour cost and flock 
depreciation per 100 eggs decreased. 
There was a profit difference of Rs 14.01 
per 100 eg§s between larger and smaller 
flocks. This indicates the economics of 
size and thereby indicating higher profits 
for larger flocks than smaller flocks. It 
may also be emphasised that all the flocks 
falling in larger flock size had higher egg 
production per layer than smaller flocks. 
Table VI indicates that there was a signifi¬ 
cant positive correlation between net 

Table V 

Relationship of Size of Flock to Gross 

Returns, Total Costs and Net Profits 
per 100 Eggs 


Number of layers in flock 

Item ---- 

200- 500- 800- 
500 800 1100 

Number of flocks 4 4 4 

Average number 

of layers 325 669 1100 

Gross returns per 

100 eggs (Rs) 26.23 25.92 26.01 

Total costs per 100 

eggs (Rs) 38.54 24.95 24.31 

Net profit per 100 

eggs (Rs) —12.31 0.97 1.70 


profit per 100 eggs with the number of 
layers. 


Table VI 

Rank Correlation between Number 
of Layers 


Items 

Value of r 

Total cost per 100 eggs 

—0.61* 

Net profit per 100 eggs 

-{-0.74* 

Feed per 100 eggs in kg 

-0.60* 


* At 5 per cent level of significance. 


The larger sizes of the layers brought 
high net returns. On the other hand the 
total cost per 100 eggs and feed per 100 
eggs in kg bear significant (—) correlation 
with the size of the layers. Poultry farm 
with larger number of layers could there¬ 
fore earn higher net returns in compari¬ 
son to the farms keeping smaller number 
of layers. This probably indicates the 
increasing returns and diminishing costs 
to scale in poultry enterprise. 

(ii) Feed efficiency : Feed efficiency 
relates to feed consumed in kgs per 100 
eggs. Feed consumed per 100 eggs ranged 
from 16 kgs to 30 kgs. When any item 
of variable cost such as feed is combined 
with a group of other costs (pullet, housing 
equipment and labour), net returns 
are equal to the additional variable cost. 
If more feed is used beyond this point, 
net returns would decrease. Table VII 
shows that there was a profit difference of 
Rs 13.27 per 100 eggs between the groups 
that used less than 20 kg feed than the 
group that used more than 25 kg feed to 
produce 100 eggs. 

• Those farmers who reported consump¬ 
tion of feed beyond 25 kg per 100 eggs, 
probably had a greater feed wastage as 
compared to other groups of farmers. 
Thus the importance of efficient manage¬ 
ment should not be overlooked in reduc¬ 
ing the feed cost by controlling wastage. 

(iii) Rate of lay : A high rate of lay does 
not, in itself, gurantee a profit to the pro¬ 
ducer, if the production costs are high. 
Production costs being the same, the 
greater the number of eggs produced per 
bird in any given flock, the greater will be 
the profit. The flocks producing an 
average of less than 200 eggs per layer per 
year made a loss of Rs 11.40 per 100 eggs; 
whereas the flocks producing 200 to 250 
eggs per layer made a profit of Rs 
0.80 and those producing more than 250 
eggs per layer received the maximum 
profit of Rs 1.80 per 100 eggs produced. 
To increase the laying capacity the follow¬ 
ing suggestions are important: 


(i) To provide artificial light bulbs 
should be used; 

(ii) The deep fitter system should be 
used* which effectively Soak uW the 
moisture thrust upon it wftfi the 
droppings of the birds and help in 
preserving the health environment 
in the house. This indicates that 
rate of lay has a greater bearing on 
profit margins. 

mortality rates 

(iv) Mortality : Mortality refers to the 
number of layers that died during the 
year expressed as a percentage of the 
average number of layers on hand during 
the year. Mortality appeared to have less 
influence on costs ana profits than did 
feed and labour efficiency, size of flock 
and rate of lay. However, it does affect 
the costs and profits in case of high morta¬ 
lity rate. All producers should get their 
birds vaccinated against Ranikhet and 
Fowl Pox as per recommendation of the 
vaccine manufacturer. 

Poultry farming has features which 
favour its adoption under certain condi¬ 
tion of factor availability. Its land 
requirement is low, the amount of capital 
investment in the enterprise need not be 
high, the gestation period for capital is 
short and poultry can utilise by products 
of food grains which are unfit for human 
consumption. In terms of output, the 
poultry is income orinted enterprise and 
provides valuable human food, rich in 
proteins, in the form of eggs and meat. 
But poultry farmer should use the follow¬ 
ing practices to maximise the profit. 

1. The pullet cost may increase due to 
delay in reaching sexual maturity and thus 

Table VII 


Relationship of Feed Efficiency to Gross 
Returns, Total Costs and Net Profit per 
100 eggs of 12 poultry Farms, Udaipur 



Kilograms of feed con- 

Items 

sumed 

per 100 

eggs 


Under 20 20-25 

25-30 


kg 

kg 

kg 

Number of 

flocks 

Average number 

5 

4 

3 

of layers 

863 

725 

383 

Gross returns 




per 100 eggs (Rs) 24.99 

27.21 

25.98 

Total costs per 




100 eggs (Rs) 

22.92 

30.65 

37.18 

Net profit per 
100 eggs (Rs) 

2.07 

—3.21 - 

-11.20 
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pullets consumed extra feed to reach point 
of lay. 

2. Attention needs to be, therefore, 
focussed on the price of feed without 
sacrificing feed quality, so that egg produc¬ 
tion costs can be reduced further. 

5. Larger units had better utilization of 
labour, house and equipment than smaller 
flocks. 

4. The importance of efficient manage¬ 
ment should not be over-looked in reduc¬ 
ing the feed cost by controlling wastage 

as follows: (i) faulty design of feeders, 

(ii) height of feeders from litter level, 

(iii) gap between the lube and the pen, 
and (iv) Dcbcaking. 

5. To get the constant returns from 


poultry in a long period the specific re¬ 
placement policy must be followed 

6 months 12 months 18 months 

Chicks Pullets Layers 

Chicks Pullets Layers 

Chicks Pullc's Layers 

To have n number of layers in the flock, 
the farmer should start with J number of 
chicks and after 6 months “ number of 
chicks and so on. After one year the 
farmer will be able to get returns from two 
flock at a time. 

6. By Good quality of manure from 
and the use of litter in the poultry 
houses and the systematic management 


for nearly one year helps to get a high 
quality manure which can be obtained 
at the rate of one ton per 40 layers with 
3 per cent nitrogen, 2 per cent phosphorous 
and 2 per cent potash besides other 
minerals and face elements vital for the 
land and crop.* Fine saw dust, wood 
sowings, paddy husk, finely cut paddy, 
straw, crushed groundnut shells (husk) 
are some of the products generally em¬ 
ployed as litter. 

Thus, poultry farmer should make a 
scheme of different item of cost and re¬ 
turns and should have adequate knowledge # 
and abilities to make egg production an 
economically viable business. 

* Source: Poultry Guide, January 1971., Vol. VII, 

No. 1, by P. C . Mukherji 
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How Canada controls 


Josuleyn Hennessy, 


I 

A Years' Experience 

From the early days of Canada's history, 
foreign investment has been important in 
the country’s development. In fact, 
without it Canada would not be nearly 
as rich or as highly developed a nation 
as it is. 

However, foreign investment has also 
resulted in high levels in comparison with 
other countries—of non-resident control 
of many sectors of the economy. Thus 
there has emerged, if not opposition to 
a continued inflow of foreign capital, at 
least agitation for formal rules to subject 
further foreign investment to examination 
to ensure that it provides benefit to the 
country as a whole as well as to the foreign 
investors. 

Few would quarrel with that aim but it 
remains a question whether the legislative 
approach that has emerged is the best 
method of achieving it without the sacri¬ 
fice of other objectives. 

new procedure 

After much public debate, the Foreign 
Investment Review Act, 1974, the first 
phase covering the screening of acquisi¬ 
tion of control by foreign individuals and 
corporations (that is “takeovers”) came 
into effect. Over the past year, nearly 
170 proposed acquisitions have been 
reviewable under the Act, of which over 
100 have been resolved. A second phase, 
which is to go into effect at some time in 
the near future, will involve the screening 
of the establishment of new businesses 
(as opposed to takeovers) by non-residents 
who do not, at the time, carry on any 
business in Canada which is related to the 
proposed business. 

, Afnong the criticisms of the F.I.R. Act 
saisikl by the private sector whiJe the legis¬ 
lation was before Parliament was that of 
the inconvenience to business of subject¬ 
ing private decisions and agreements to 
compfidated government screening. In 


foreign investment 


many instances, investment decisions 
follow a course of tortuous considera¬ 
tion, risk-assessment and negotiation, so 
that the introduction of an additional 
problem—that of a time-consuming 
government review for which a detailed 
case must be presented —can be irksome. 
Indeed, as shown on the chart, the process 
of screening is intimidating. 

complex mechanics 

In practice, the complex mechanics of 
the Act’s operations have functioned 
fairly efficiently. However, some of the 
businesses involved have found the pro¬ 
cess excessively cumbersome and pro¬ 
longed, particularly where uncertainty has 
arisen among the employees of the busi¬ 
ness being acquired as to what the future 
of their company will be. Indeed, it is 
interesting to note that more acquisitions 
were prevented by the withdrawal of the 
application than have actually been dis¬ 
allowed by the government. 

The initial step is the determination 
of “non-eligibility”, that is,assessing first 
Whether the individuals or companies 
involved are required to submit their 
investment to screening, and second, 
whether control over the enterprise is, in 
fact, at issue. 

As to individuals, a “non-eligible per¬ 
son” includes those who are neither 
Canadian citizens nor landed immigrants. 
The regulations also include certain 
classes of Canadian citizens not ordinarily 
resident in Canada, and landed immi¬ 
grants resident in Canada for more than 
one year afier an application for Canadian 
citizenship could have been filed (in most 
instances this implies more than six years). 
A corporation, in turn, is non-eligible if 
controlled by non-eligible persons. For 
the purposes of the Act, the definition of 
control is narrow. Only 25 per cent of the 
voting shares of a public company (or 
40 per cent of voting rights of a private 
company) need be held by non-eligible 
persons for the corporation to be presumed 
non-eligible with the additional proviso 
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that if just five per cent arc held by any 
one non-eligible person, the corporation 
again is considered non-eligible. 

Similarly, the benchmark for acquisi¬ 
tion of control of a business -the second 
criterion in determining the necessity for 
screening — is low, as the acquisition of 
only five percent (or more) of voting shares 
of a public company (or 20 per cent 
of a private company) is viewed as 
the acquisition of control. Some have, 
in fact, criticised this clause of the 
legislation, fearing that these definitions 
of control arc unrealistic and likely 
to expose the Agency to an excessive 
number of cases. Whether this is the case 
or not , one can surmise that the numbers 
might have been much greater were it not 

The Criteria for Significant 
Benefit 

1. The effect on the level and nature 
of economic activity in Canada, in¬ 
cluding the effect on employment, on 
resource processing, on the use of 
Canadian parts, components and ser¬ 
vices, and on exports. 

2. The degree and significance 
of participation by Canadians in the 
business enterprise and its affiliates. 

3. The effect on productivity, 

I industrial efficiency, technological 

development, product Innovation and 
product variety in Canada. 

4. The effect on competition with¬ 
in any industry or industries in Canada. 

5. The compatibility with national 
industrial and economic policies, tak¬ 
ing Into consideration industrial and 
economic policy objectives enunciated 
by provinces likely to he affected. 

that many may simply have been dis¬ 
couraged by the prospect of the screening 
process, deciding instead to forego the 
investment. This may, in turn, have had 
adverse effects on the economy if it, for 
instance, prevented an injection ofnew 
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capital into the firm to be acquired or the 
introduction of new techniques (manage¬ 
rial or productive). To the extent that this 
has happened significant benefit to Canada 
has been lost. 

Also relevant in the determination 
of subjection to screening is the size of the 
business to be acquired. At present, the 
Act does not apply to acquisitions of con¬ 
trol of enterprises whose gross assets do not 
exceed £250,000 and whose annual gross 
revenues are not greater than $3 million. 
Once the second phase of the Act comes 
Into force, this lower thrcashold (which 
applies only to acquisitions) will lapse, 
except in cases of non-eligible investors 
already operating a business in Canada 
which is related to the business of which 
he intends to acquire control. 

Once it is decided that the acquisition 
or investment is subject to screening, the 
investor must provide notice to the 
Agency. We have loosely referred to this 
as “voluntary notice” (line I shown on the 
chart) since there is also provision within 
the Act for the minister, when he believes 
that an investment subject to screening is 
planned or has been undertaken without 
informing the Agency, to require that a 
notice be submitted (lines 1A and IB). 

The form of the notice itself as is it involv¬ 
ed, consists of four schedules: a summary 
of information, information concerning 
the applicant, information concerning the 
business being acquired, and the appli¬ 


cant's plans for the business. The appli¬ 
cant must provide information on himself 

{ whether individual, group of individuals, 
orejgn government agency, or corpora¬ 
tion), routine information such as names 
and addresses of important parties, direc¬ 
tors, offices, productive facilities, and so 
forth, and a host of details concerning the 
financial structure and practical workings 
of his business. 


control of associates 

One interesting item required con¬ 
cerns control by associates and 
affiliates of the applicant himself and 
the degree to which the business practices 
of the applicant may be subjected to 
approval by a “higher” organisation. 
Here the Act seeks to obtain information 
dealing with Canadian subsidiaries sub¬ 
ject to decision making originating in 
parent organisations outside Canada. 
Details are thus required concerning c.g. 
the degree of the applicant's independence 
in deciding marketing strategy, undertak¬ 
ing research and development, and capital 
spending, the extnet to which accounting 
systems are integrated, and the mobility 
of management, both within the appli¬ 
cant organisation and between the appli¬ 
cant and affiliates or parents. 

The two remaining schedules entail 
similar information about the busi¬ 
ness being acquired, and a summary 
of the applicant's plans for it. The 


latter, which involves intentions concern¬ 
ing employment, research and develop¬ 
ment, productivity, innovation, inde¬ 
pendence of decision-making, the extent 
of Canadian representation in manage¬ 
ment, and future market potential, forms 
in large part the basis upon which signifi¬ 
cant benefit—and, in turn, ultimate app¬ 
roval or disapproval—is weighed. 

It is apparent that the provision of 
required information, is, in itself, an ex¬ 
tremely arduous task. In the light of the 
experience of the past year, the minister 
recently announced modifications in order 
to expedite the processing of notices. 
A new provision permits the filing of a 
shorter form where the Canadian busi¬ 
ness being acquired has gross assets of 
less than $2 million and fewer than one 
hundred employees, although the right to 
request additional information is re¬ 
tained. 

Once a satisfactory complete notice is 
received by the Agency of an acquisition, 
this sets in motion a sixty-day lime limit 
for assessment, recommendation, and 
decision. The initial steps involved in¬ 
clude acknowlgement of receipt (lines 2 
and 3 to the applicant, and the assess¬ 
ment process itself, line 4). As noted on 
the chart, should no order be rendered 
nor any notice of right to further represen¬ 
tation communicated within sixty days 
(line 5A), then the investment is “deemed” 
to be allowed, and the Agency so informs 
the applicant (line 8). Over the past 
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year, however, only three cases have been 
resolved in this manner. 

«■ 

‘The crux of the assessment process 
initially is conducted within the frame¬ 
work of information contained in the 
fourth schedule, information intended to 
demonstrate a significant benefit for 
Canada (see the five criteria shown in the 
box p. 234) ensuing from the investment. 
Based upon the details of the notice, a 
favourable recommendation may be reach¬ 
ed in a straight forward manner. 

However, in most instances the Agency 
has conducted more detailed negotiations 
with the parties, thus prolonging the time 
for assessment. Within the legislation, 
the minister, if unable to give a favourable 
recommendation, or if unable to reach 
any conclusion within sixty days, gives 
notice of right to undertake further 
representations (line 6A), an option which 
implies that the amount of time allowed 
for assessment procedure is then com¬ 
pletely open. Should the applicant wish 
to avail himself of this right, he must, in 
turn, give notice within thirty days (line 
6B). If he does not, the matter is referred 
to the cabinet. If he does wish to do so, 
however, the minister provides him a 
reasonable opportunity, also consulting 
in the process other parties. So as to 
facilitate the assessment within the fifth 
criterion, the appropriate provincial 
authorities receive the information provi¬ 
ded by the applicant to comment upon. 

bargaining process 

In practice, however, it appears that the 
process is less formal than the wording 
of the Act would suggest, for the assess¬ 
ment procedure has become a bargaining 
process, with the Agency intimating possi¬ 
ble disallowal until the applicant “creates” 
significant benefits sufficient to satisfy the 
Agency, which may or may not be in the 
best interest of long run economic effi¬ 
ciency. Thus, ultimate approval may not 
necessarily rest only upon the benefits 
which emerge from the plans outlined in 
the original submission, but also upon the 
willingness of the applicant to submit 
additional written commitments to Agency 
officers containing undertakings which 
were not intended when the acquisition 
was initiated. 

It should be emphasised that th eulti- 
mate decision is the responsibility not 
of the Agency or the minister but of the 
Govemor-in-Council, which in practice, 
is the cabinet. Upon the minister's 
recommendation—accompanied by a 
summary of pertinent information—an 
order is issued to allow or disallow (line 7) 


which is, in turn, passed onto the appl - 
cant by the Agency (line 8). The Act does 
however alsoprovide for instances in which 
the minister has provided a favourable 
recommendation without having requested 
further representations, but where the 
cabinet does not reach the same conclu¬ 
sion and itself sets in motion the process 
involving additional submissions. 

Should a non-cligible person make a 
screenable investment without giving 
notice, and if, upon demand for notice, 
does not comply within the time allowed, 
or indeed if, after screening, the invest¬ 
ment is disallowed, then the minister can 
apply to a superior court to have the 
investment invalidated. 

benefits of investment 

The benefits of the investments authori¬ 
sed so far are difficult to evaluate. The 
presence of a wide range of benefits is 
frequently cited in approved cases. But 
since extensive release of such information 
would place the applications at a dis¬ 
advantage vis a vis their competitors, the 
details justifying permits have been vague. 
Asa result, negotiations and agreements 
between applicants and Agency remain 
unfortunately obscured from public 
scrutiny. Thus, doubts have arisen in some 
quarters whether this system of extensive 
government involvement in the private 
sector, in the absence of some device for 
periodic review by the public, is consis¬ 
tent with Canada’s traditions. 

Indeed more consistent with these 
traditions wojld have been legislation 
which would place the onus upon the 
government to demonstrate publicly why 
an acquisition or investment should not 
take, place. For while public opinion 
was originally cited as a major 
factor favouring a foreign investment 
policy, the present system prevents the 
public from assessing the efficacy of the 
Act. 

In addition, if the arguments for and 
against an acquisition could have been 
conducted in a public forum, as cases 
were decided, this would have established 
a body of precedents for businessmen 
clearly laying out the ground-rules. How¬ 
ever, under the present legislation the 
experience over the past year remains 
murky. The lack of detail concerning 
precisely what constitutes sufficient signi¬ 
ficant benefits has left business, both in 
Canada and abroad, baffled. 

One way to reduce this confusion might 
to be publish in a summary report, listing 
such e.g. actual prospective percentage 
gains in employment, capital spending, 


Canadian representation in management 
and on boards of directors, without 
actually attributing them to individual; 
businesses, but classifying the data accord¬ 
ing to whether the investment was allowed 
or disallowed. 

scant Information 

Such a report could also be of some help 
in providing clear information concerning 
what is and what is not compatible with 
other national and provincial policies. 
Which specified policies were involved 
in the assessment of individual investment 
proposals has not been revealed, thus 
leaving the investor with relatively little 
knowledge to guide him through an area 
which appears of crucial importance. As 
part of the summary report, the range of 
policies, national and provincial, that 
were found relevant in past allow&ls and 
disallowals should be published with some 
indication of the frequency with which 
each was a factor in refusing an acquisition. 

In sum, one can wonder if, in the existing 
atmosphere of uncertainty, the time is 
yet ripe for the second phase of the Act to 
be proclaimed, which deals with the much 
more economically significant area of new 
investment. Expected sales, profits and so 


The Boxscore After One Year 

Total Revicwable Proposals 

167 

Total Resolved 

104 

of which: 


Allowed 

67 

Deemed allowed 

3 

Disallowed 

16 

Withdrawn 

18 

Pending 

63 
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forth are of course important in deter¬ 
mining whether a foreign investor will in 
fact elect to carry on an operation in 
Canada. However, the significance of 
purely psychological influences—the ‘‘in¬ 
vestment climate”—cannot be overesti¬ 
mated. To sum up the practical implica¬ 
tions of the F.LR. Act are publicised, 
the outlook facing new foreign investment 
—still most desirable for further economic 
development in Canada—will remain 
clouded. 

Sources and acknowledgements ; The 
foregoing summarises a report in a 
recent issue of the Business Review, publi¬ 
shed by the Bank of Montreal, P.O. Box 
6002, Montreal P.O.; H3C: 3BI Canada, 
but the Bank is not responsible for the 
wording of my summary. 
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Rambouillet—shot in . the. arm E.B. Brook, Vienna 


RamssUillet cl4imgd to have been 
a success. It had to be so. For a much 
publicised meeting of six heads of highly 
industrialized states to have been any* 
thing else but successful at this anxious 
juncture in world economy would have 
been an invitation to a rapid slither to 
disaster. In a sense Rambouillet was an 
international shot in the arm injected with 
ceremony by the most distinguished doc¬ 
tors. Essentially, it was not very much 
mure; a major exercise in helping to res¬ 
tore confidence while most of the indica¬ 
tors are pointing downwards. 

The meeting as it turned out was, in 
any case, far removed from the original 
purpose for which it had bsen called 
by the French President. Mr Oiscard 
d* Estaing had wanted to persuade the USA 
a support the French view that the world 
should return to fixed exchange rates. 
Ohly with the help of the Germans was 
he able to reach a more limited goal— 
that ideally fluctuations in world currency 
exchange rates should be less violent than 
they have been for sime years. As 
nobody care* for violent fluctuations of 
this sort—although everyone has to put 
up with them—tiis limited goal was 
really nothing very much. The impor¬ 
tance was to have persuaded six major 
trading states to express the same view 
on the same subject on the same occa¬ 
sion. The most important effect will be 
that it may help forward a little the lagg¬ 
ing, almost forgotten world trade talks 
sponsored by GATT In Geneva for the 
removal of imre obstacles to international 
commerce. 

gloomy prospects • 

We are close enough to the next year 
to have begun worrying about it. It 
should have bsen a glad occasion in west 
Europe. On January l the remaining 
tariff rates between the Market states ana 
the others in west Europe are due to sink 
by two per cent. But almost everywhere, 
as here in Austria, national taxes or 
border charges will take care of almost 
all that two per cent benefit and the 
state of the consumer will be worse than 
the present. The new year is the time 1 
when most governments in these parts 
take the opportunity to put up further 
their charges for postal and other services, 
fbr public transport and when the price 
Of fuels, Including petrol, make another 
epttrt^-a$ they will on January 1. This 
it * §Wr outlook when there are about 
IS million unemployed in the entire 
QtiC&Wbk and when traders still declin¬ 


ing. A bleak winter promises to be follo¬ 
wed by a chilly spring; even the Germans 
are revising their estimates of commercial 
recovery. With recessionary forces still 
severe—-even though the total OECO 
deficit has fallen remarkably in the past 
year—‘there is no repetition of the sudden 
coming togather of the western industrial 
states that characterised their general 
reaction to the Arabs’ increase in their 
price for crude oil in 1973. Having adjus¬ 
ted in part to this damaging blow and the 
later lesser blows of further price increases, 
the western world. 

united tactics 

The hitherto united tactic of adopting 
more restrictive demand policies is giving 
way under the strain of everyone’s urgent 
need to export more—which means their 
customers must buy more. The tide of 
ingenious invention stemming from the 
war years has reeded, research and 
management skills have proved their 
worth and are now taken for granted, both 
having proved inadequate to provide 
workers with lasting employment or pro¬ 
ducers and customers with stable prices. 
Having failed to devise a concerted action 
suitable to solve current problems each 
state is moving off on its own high devices 
to check recession—the Germans to a 
reduction of interest rates, the British 
to reduction of imports and the Americans 
to more state agencies to help provide its 
giant corporations with sufficient energy. 

Apart from a reduction of difference 
in viewpoints between the Americans and 
the French on monetary problems •Ram¬ 
bouillet produced nothing but reiteration 
of existing long-term policies of the lead¬ 
ing industrial states towards the methods 
and purposes of international commerce. 
Even the call for “urgent improvements... 
for the stabilization of the export earnings 
of the developing countries and measures 
to assist them in financing their deficits” 
was not new but it did help turn attention 
to another major international meeting, 
also in Paris, in mid-December. 

Whereas Rambouillet was a meeting of 
more or less equals, the coming Paris 
coherence will be a discussion between 
three very different and unequal elements. 
The major gain so far is that the USA, 
Which originally objected to the meeting, 
will be there, having come to accept that 
OP6C power has become part of the 
international political establishment. That 
the so-colled Third World of largely raw 
material producers should be there also 
discussing on equal terms the subject of 


world trade policies with the North 
Americans, the Japanese and the Euro¬ 
peans shows that they, too, have become 
tacitly accepted as an influential part of 
the new world economic order and that 
they have a power of sanction to impress 
their views no less than the oil producers 
and the fully industrialized states. The 
one section of the world that will be miss¬ 
ing from the Paris talks will be the Come- 
con bloc of east Europe. 

The coming talks in Pans will be essen¬ 
tially a discussion about power—economic 
power. They will be rather like a three- 
handed game of poker with each player 
having his aces and his joker. The Arabs* 
ace is their oil; the western ace is its food. 
The impact of high food prices is more 
damaging to the peoples of food-importing 
countries than is that of expensive oil to 
those of the industrialized countries. 
The last war and the later spread of 
communist economies effectively made 
North America as a whole the one great 
» grain exporting area: before the last war 
eastern Europe was exporting as much 
grain as North America. Now the whole 
of east Europe is a grain importer—a 
competitor' with Asia and Africa for 
supplies of essential foodgrains. 

food monopoly 

For the first time in history, the Ameri¬ 
cans and Canadians have an almost mono¬ 
polistic control of the world’s exportable 
grain supplies. This development is made 
to appear the more serious by the UN 
Food and Agricultural Organisation’s 
estimate that the requirements for food 
in the market economy of developing 
countries will grow at an annual rate of 
3.6 per cent—an increase of about 60 
per cent in a space of 15 years. 

This immense actual and potential power 
in food supply is something of which US 
leaders are already conscious—the power, 
put very bluntly, to make world policy in 
the iast resort by controlling the flow of 
essential food. It is a power likely to Iast 
longer than vast reserves of oil and gas. 
Already Holland, a gas producer, is 
shutting off its exports because the gas 
fields are becoming exhausted: the Soviet 
Union will eventually have the same ex¬ 
perience. The only answer to the mighty 
grain producers is unremitting effort in 
growing more food at home—improved 
Indian performance this year is wel¬ 
comed in Europe—and keeping world 
opinion informed of the potential threat. 
Paris may reveal how far grain might be 
used as a political lever. 
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Scene: Summer in Srinagar 

On Duty: Miki Danlet Singh, Branch Manager 

Purpose: Waiting after office hours to help 
a tourist buy Pashmina shawls. 


Who is MUM Daolot 
Singh? 

He is Branch Manager of 
Grindiays, Srinagar. Miki 
and his colleagues not only 
took after the regular 
banking business for their 
customers but help them in 
various other ways too. 
Helping tourists handle 
foreign exchange, 
suggesting what to see. 
where to eat 'Wazwan', 
where best to buy things. 
Like any other Branch 
Manager, Miki is also busy 
with staff administration 
and improving upon an 
already high standard of 
customer services. He 
develops branch objectives 
and action plans with 
his colleagues and monitors 
performance. Like Miki. 
Grindiays' people wait in 
other branches to serve 
their customers. The 
problems might differ. 

But the professional service 
is the same. The human 
.interest is always there. 

Who also works for 
Grindiays? 

Many other professionals 
like Miki Daulet Singh. 
Working in different areas. 
Teachers teaching modem 
banking techniques and 
allied subjects to Brindleys' 
staff so that they function 
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- Probably the healthiast 

doyclopment th&t has taken place in 
the country since June 26 this year are 
the successes scored by the Janata Front 
in Oujarat in the municipal elections in 
that state. In Rajkot* Surat and 
Baroda the Front has secured conspicuous 
majorities in the civic bodies. The Surat 
victory is further sweetened for the Front 
by the fact that this place is the home 
town of Mr Hitendra Desai, pradesh 
president of Mrs Indira Gandhi's Congress 
party. This news must also be of some 
interest to Mr Morarji Desai, wherever 
he is* since Surat falls within the parlia¬ 
mentary constituency of Mr Desai. I 
4 believe that the trend of voting in these 
municipal elections in Gujarat is signifi¬ 
cant as much for the country as a whole 
as for the state itself. At the state level it 
is indeed most encouraging that the 
Janata Front is standing up to the pressures 
which are being worked up for its disin¬ 
tegration. 

Mr Hitendra Desai* with all the zeal 
of a convert* has openly said that he does 
not want any consolidation of political 
. parties in the state as a counter-force to 
Mrs Gandhi’s party of which he has so 
recently become such a dedicated follow- 
wer. India is and must remain a 
federal polity. T.iis would demand that 
political power or position or authority 
should not become the sole preserve of 
any single party. While in parliament 
there must be a numerically viable and 
psychologically self-confident opposition 
there should also never arise a situation 
in which a single political party controls 
alt the state governments. It is for the 
good of the country that some state 
governments should be ruled by parties 
other than the one which is so strongly 
entrenched now in the cent rat government 
and indeed in the political life of the nation. 

This is where the na- 

tiooal aspect of the Gujarat Janata Front's 
successes in the civic elections becomes so 
relevant. Alt over the country and parti¬ 
cularly in Tamil Nadu and Karnataka 
no stones are being left unturned for the 
purpose of cutting the ground from under 


the feet of the opposition Congress party. 
Its members are being coaxed or coerced 
to desert its banner. If my argument in 
favour of the federal character of our 
polity being preserved by the continuance 
of a plural political society has any 
merit andlhave no doubt that it has lots 
and lots of merit—* it follows that it will 
be bad for the country if the opposition 
congress is forced to disband itself and 
merge its identity with Mrs Gandhi's 
party simply because Kamaraj is dead or 
some of the other stalwarts are out of 
circulation for the present. 

Apart from the resources which are 
being marshalled against it by its political 
opponents* what could spell disaster or 
destruction for the opposition congress 
is its four-anna members, so to speak* 
giving way to a sense of frustration which 
could deteriorate into despair. Hence it 
is that the indications that are coming 
from the Gujarat civic elections, that 
the people of this country are not yet 
necessarily sold on the idea of having a 
monolithic political party imposed on 
them* as the arbiter of their country's 
destiny, must be of great psychological 
value to the men and women of the opposi¬ 
tion congress who are being bullied or 
brainwashed* particularly in Tamil Nadu. 
It is absolutely necessary for the country 
that a sufficient number of its politically 
conscious citizens must hold on to the 
belief that India's democratic political 
system has enough viality in itself to sus¬ 
tain a plural society in which dfferent 
streams of political thought or activity 
could co-exist not only in peace but also 
in healthy competition. 

Remembering Johnson's 

didtum about patriotism. I cannot being 
frightened by the waves of patriotic 
fervour which seem to have been let loose 
in our country. Take, for instance* an 
advertisement which the Indian Bank is 
publishing in the newspapers. It tells its 
potential clientele of “bright young 
entrepreneurs’’ that “we want you to 
grow because the nation will grow with 
you." I would like to know whether the 
thought that if its customers “grow**, 
the bank would also “grow** is not at least 
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at the back of its mind. After national!* 
ration banks and bankers have been 
striking many poses; but the notion that * 
banking has suddently become a wholly 
altruistic proposition of the most exalted 
kind is something which cynical people 
like me may take some time to learn to 
live with. 


Here I am reminded irresistably of lines 
from Lewis Carroll. Wrote the immortal 
Charles Lutwidge Dodgson in Sylvie and 
Bruno: 

He thought he saw a Banker's Clerk 
Descending from the bus: 

He looked again, and found it was 
A Hippopotamus: 

“If this should stay to dine*’* he said, 

1 There won't be much for us." 

If one were to beware of a mere banker's 
clerk to this extent* how much more cir¬ 
cumspect we should all be when we deal 
with the boss bankers, especially when 
they start harping on our patriotic duty, 
with or without reference to the 20-point 
programme. 

Like so many of us I too 

have gone through my quota of heroes 
during most of the 59 years I have been 
existing. I, however, have never been 
the ‘compleat’ hero-worshipper, despite 
the fact that my grandfather used tothrtist 
on me Carlyle’s “Heroes and Hero- 
Worship” which was among his favourite 
reading and Carlyle had written somewhere 
in that book that “no sadder proof can* 
be given by a man of his own littleness than 
disbelief in great men.” 1 always elected- 
to take my heroes in small doses and gene¬ 
rally with a large pinch of salt. Never¬ 
theless, my admiration for Shankar, the- 
cartoonist, was indeed very considerable 
while it lasted—-and it lasted, I think, for 
about most of the eight years from-1939' 
to 1947. 


For a good part of that period be was 
the cartoonist in residence at The Htndbrtm 
Times. To both of them affluence was to 
come later and Shankar probably spent a 
great deal of his working hours on a battle 
of wits with Devadas Gandhi for whom' 
parting with money to imporlMato mam* 
bers of his staff was anything but sweet 
sorrow, although every bit of it was sorrow 
all right. Shankar also spent nearly as 
much time carrying on a mar of nerves 
with Durga Das mostly for the hetl of it. 
I had thought that it was these extra-curri¬ 
cular activities of his which inspired'Mu 
to be so frequently Seim with thepebbe 
figures whonrhe caricatured In his cartoons 




at the time. It has been said, on the whole 
truthfully, that Shankar struck at the sub¬ 
jects of his cartoons without malice. 
Seeing what he could do without malice, 
it is no wonder that he could so easily dis¬ 
pense with that aid. 


It is in a way a pity that 

Shankar the cartoonist is now more widely 
known by his Shankar's Weekly than by 
his creations on the pages of The Hindustan 
Times . I have on my table a copy of the 
Shankar's Weekly Souvenir , the terminal 
volume of the journal which published 
its last regular issue on August 31 this year. 
This gift has come to me with a generous 
covering letter which I appreciate, although 
its phrasing is obviously that of a formal 
circular letter. Shankar himself describes 
the Souvenir as “a choice collection of 
cartoons and art ides selected from nearly 
20,000 drawings and 150,000 written pieces 
that had appeared between 1948 and 
1975,” 


The size of the Souvenir is neces¬ 
sarily a challenge to the quality of its 
contents but I could honestly say that the 
volume has given me more than a couple of 
hours of pleasurable browsing. 1 must 
however add that I wish that Shankar 
would make an attempt to make a selec¬ 
tion of his cartoons from The Hindustan 
Times and present it for our delectation. 
I for one would be most grateful indeed 
and 1 assume that he will be able to obtain 
the cooperation of The Hindustan Times 
in this matter. 


Shankar of Shankar's Weekly was a 
cult figure; Shankar, the cartoonist of 
The Hindustan Times was a character in 
about the best sense of the word. He 
was genuinely irreverent than because 
the heroes he worshipped and the great 
men he hobnobbed with were not always 
those who could do him favours or from 
whom he expected favours. The later- 
day Shankar was essentially of the 
Establishment and himself well and 
truly established. 


There used to be passed around a 
joke which Shankar, the man, might 
have enjoyed in the privacy of his heart 
but which seemed to be too much a 
strain on the sense of humour of 
the professional cartoonist as such. This 
joke was about his Children’s Book Trust 
and its devastating effect was achieved 
simply through a prefix which ampli¬ 
fied the description to “Shankar’s Chil¬ 
dren’s Book Trust/ There was perhaps 


a touch of malice in that joke but that it¬ 
self should not have unduly worried 
Shankar. What however could have 
done so was the suspicion he probably had 
that it might also contain some truth. It 
must be said in sheer fairness to him, 
however, that there are many instances, 
of persons, living or dead, who, like him, 
had come to Delhi seeking a fortune and 
making it without deserving it as much as 
he does. For, K. Shankar Pillai is much 
more than "‘Shankar”. Delhi is the richer 
for his being one of its citizens and so 
is human nature because of his love of 
children and his good works for them 
which have been coeval with the spread of 
many continents. “Suffer little children 
to come unto me”,— Shankar Pillai, 
in fact, has gone out to take them, hold 
them in his arms and make them happy. 


For obvious reasons even 

the more timorous specimens of the busi¬ 
ness community need not work themselves 
into a lather any longer about what Mr 
Raghunatha Reddy says or threatens to 
do. There was a time when captains of 
industry used to tremble in their shoes 
whenever Mr Reddy opened his mouth to 
pronounce one of his jeremiads against 
the private sector. Today, businessmen, 
by and large, have made their peace with 
powers mightier than Mr Reddy. Mr 
Reddy in fact has been effectively vasecto- 
mised where his capacity for creating 
economic or political mischief or mis¬ 
demeanours is concerned. However, the 
operation must have been carried out when 
he was looking ilie other way. In any 
case he seems to have hardly noticed the 
fact. This perhaps explains why he still 
persists in playing the potentate. He is 
furious that industrialists should be talkfhg 
of a recession. He is convinced th&t this 
is only a case of the notorious vested inte¬ 
rests once more being on the rampage. 
“When there is no economic crisis for the 
public sector, how can there be one for the 
private sector?” asks Mr K.V. Raghunatha 
Reddy. Docs he pause for an answer? 

1 wonder. 

Ordinarily I would not depend upon Mr 
Radha Raman, chief executive councillor 
of the Delhi Metropolitan Council, to 
come to my aid in debating with Mr 
Raghunatha Reddy, but it is known that 
out of the mouths of babes comes occa¬ 
sionally wisdom. Mr Radha Raman, 1 
am happy to note, does not consider talks 
of recession as a capitalist conspiracy. He 
grants that a recession in demand is now 
a real problem for many industries, but 
he assures us that this recession is only a 
temporary phase. This is what I call 
constructive realism or pragmatic pro- 


gressivism. Mr Radha Raman does not 
deny that, although we do have the best 
government in the world,things could still 
go wrong now and then. But, then, they 
cannot remain wrong for long because 
our government, which, like Mr Muham¬ 
mad Ali, is “the greatest”, will not permit 
it. 


1 had indicated a little while ago that 
Mr Radha Raman, is not my idea of a 
winner as “think tanks” go, but thisdoes 
not come in the way of my realizing that 
he could occasionally show more political 
acumen than Mr Reddy. After all, it is 
only if you would concede that things do 
go wrong sometimes, you could claim credit 
for the government for putting things* 
right. 1 would therefore advise Mr 
Reddy to encourage rather than dis¬ 
courage talks of recession. This would 
make it possible for his party, when the 
next 100 days arc over, to include the end¬ 
ing of recession in the catalogue of the 
government's achievements. 


Man being gregarious 

by nature, if you prevent people from 
making groups or crowds for one purpose, 
they are sure to make groups or crowds 
for some purpose. We arc now having 
far fewer political gatherings and those 
t hat do t akc place are of course of t he most 
select variety. But readers will have 
noticed that there is suddently an epidemic 
of all kinds of (non-political) seminars, 
conferences and conventions. In Delhi, 
especially, you cannot sleep of a night 
these days lor the noise of longues wagg¬ 
ing. 

The greatest show of them all 
is of course the National Convention 
of Young Entrepreneurs spread over 
nearly two weeks of November. The 
convention is meant for the benefit 
of new entrants in industry and is 
therefore concerned primarily with 
the small-scale sector and the small 
entrepreneurs. This, however, is the 
only thing which is ‘small’ about it, every¬ 
thing else is bigger than big business. The 
convention, in fact, is a remarkable exer¬ 
cise in organized large-scale industry and, 
let me add, commerce. 


Although prices have come down 
and so also the cost of living sine 
the declaration of emergency, it should 
still cost^ a lot to hold such a large 
convention so elaborately and for 
such a long period. It strengthens my 
faith in the future of our country to see, 
that worthy causes, especially when es- 
poued by men who 
are even more wor¬ 
thy need never go 
short of money. 


VIB 
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TRADE 

WINDS 


Generalized System 
of Preferences 

President ford on November 
24 signed the executive order 
which authorized implementa¬ 
tion of the US Generalized 
System of Preferences (GSP) 
beginning next January 1. The 
President’s action will permit 
the duty-free import of over 
2700 articles from those deve¬ 
loping countries, including 
India, which have been 
designated as beneficiaries of 
the GSP scheme. The elimi¬ 
nation of tariff duties on the 
eligible articles will give the 
developing countries a dis¬ 
tinct advantage over sales com¬ 
petition from developed count¬ 
ries. In this way the GSP 
offers significant export 
opportunities to India and 
other beneficiary developing 
countries, and should contri¬ 
bute in a major way to their 
efforts at expanding and diver¬ 
sifying production for export. 


The GSP product list 
includes all manufactures and 
semi-manufactures except for 
those which were mandatorily 
excluded by the Trade Act of 
1974 or were found by the 
President to be import sensi¬ 
tive. It also includes selected 
agricultural, fishery and pri¬ 
mary industrial products. The 
US market for items now 
covered by the GSP scheme is 
huge. In 1974, imports of (hose 
items totalled $25,000 million 
Only one quarter of those im¬ 
ports, however, came from 
those developing countries 
#Wch will now benefit from 
the scheme. 

Preferential duty free 
access to the US market 
will therefore open a dramatic 
growth potential for their GSP 
trade. In 1974, articles on 
the GSP list accounted for 

EASTERN ECONOMIST 


about 20 per cent of the duti¬ 
able, non-petroleum exports to 
the United States of the 
beneficiary developing count¬ 
ries. Before implementation 
of the GSP scheme, about 30 
percent of the exports of desi¬ 
gnated developing countries 
had already been entering the 
United States duly free. 
The GSP will increase the pro¬ 
portion of duty-free exports 
from those countries to 43 per 
cent not accounting for the 
expansionary effect on their 
exports of the new tariff per- 
ferencc. 

Competitive need formula 

The US Generalized System 
of Preferences was designed to 
provide impetus to new in¬ 
dustry in developing countries 
in order to help them become 
competitive. The GSP there¬ 
fore includes a “competitive 
need” formula which benefits 
new and smaller exporters. 
Under the legislation authoriz¬ 
ing the GSP, an industry is 
presumed to be competitive 
when it exports $25 million 
worth of a given product or 
supplies 50 per cent of US 
import needs in one year. 
Exports of such art ides wi 11 not 
be eligible for duty-free entry 
but rather will continue to 
pay duty at the Most Favored 
Nation (MEN) rate. 

Oilier developing countries, 
whose exports of such an 
article are under $25 million 
and supply less than 50 per 
cent of US imports of the 
article, will remain eligible for 
the dutyfrcec ntry benefit. The 
$25 million value limit will be 
revised upward each year in 
proportion to the rise in the 
US Gross National Product 
(GNP). Certain import-sen¬ 
sitive items have been excluded 
from the GSP list botn by the 
Congress and by the President 


upon the advice of the US 
International Trade Commis¬ 
sion. These are: textiles 
subject to international trade 
agreements and certain foot¬ 
wear; watches; some iron and 
steel products; certain items of 
glass, china and earthenware; 
bicycles; certain sporting goods, 
firearms; hardware; clocks and 
electronic products; certain 
leather and wood products; 
some chemicals; and honey 
and ccr.ain fruits and vege¬ 
tables. 

Voluntary Disclosure 
Scheme 

The government has announ¬ 
ced that the proceedings for 
the acquisition of immovable 
properties will be dropped 
under certain conditions, in 
cases where declarations are 
made under the Voluntary 
Disclosure of Income and 
Wealth Ordinance. At present 
immovable properties which 
arc transferred at less than 
market price to evade income- 
tax can be acquired by govern¬ 
ment. Such proceedings will 
be dropped in cases where 
declarations relating to these 
properties are made under 
the Voluntary Disclosure 
Scheme. 

New concession 

This concession will be 
available provided only the 
transferee makes a declaration 
under the Ordinance disclos¬ 
ing income equal to difference 
between (a) the apparent con¬ 
sideration plus 15 per cent 
thereof and (b) the fair market 
value estimated by the com¬ 
petent authority. He must 
also file an affidavit to the 
effect that (a) he had paid the 
extra money as admitted by 
way of purchase consideration 
of the transferor, (b) he 
undertakes to give evidence 
as may be in his possession and 
to cooperate fully in the matter 
of assessment of the transferor 
and (c) he agrees that the 
affidavit may be utilisedjn the 
assessment of the transferor. 

The acquisition proceedings 
will also be dropped in cases 
where both the transferor and 
the transferee admit payment 
of consideration approximating 
the fair market value of the 
property estimated by the 


competent authority and each 
of them makes a declaration 
under the Ordinance disclosing 
an amount equal to difference 
between (a) the apparent 
consideration plus 15 per cent 
thereof and (b) the fair market 
value estimated by the com* 
petent authority. 

Petroleum Product* 
Prices Raised 

The selling prices Of kero¬ 
sene, high speed diesel oil and 
furnace oil have been raised by 
12 paise per litre and that of 
cooking gas by Rs 2.50 per 
cylinder. The higher prices 
are effective from November 
30. The prices of higher petro¬ 
leum products, such as petrol, 
remain unchanged. The union 
government decided to raise 
the prices of these petroleum 
products to overcome the in¬ 
creased import burden as a 
result of the decision by the 
petroleum exporting countries 
to raise the crude oil prices by 
10 per cent from October this 
year. India had to pay one 
dollar more per barrel since 
than for the crude, whose 
price is now ruling at $11.5 
per barrel f.o.b. This is the # 
second time during the year 
that the prices of these petro¬ 
leum products have been rai¬ 
sed. It was only in July that 
the prices of kerosene were 
raised by 5 paise per litre, the 
USD and furnace oil by 8 
paise per litre each and that 
of cooking gas by Rs 2.50 
per cylinder. 

Bulk products 

It is stated that the govern¬ 
ment had to depart from the 
policy of deliberately keeping 
low the prices of superior kero¬ 
sene and high speed diesel 
oil by raising their prices 
again this time because these 
form the bulk of the petro¬ 
leum products consumption. 
The government hopes that 
with the present increase the 
consumption of furnace oil 
will be further curbed with the 
improved availability of coal 
and also the capacity of rail¬ 
ways to transport it. It is also 
hoped that the industry will 
be in a position to use kiss of 
furnace oil and more of coal. 
The government justifies the 
increase In the prices of fur¬ 
nace oil as it has provided 

• $ 9 tW5 


1042 




WISH "YOU 

WERE HERE 



\Afe wish everyone ooukJflyonthe A300. 

Because once they do,they wonlwant 
to fly anything else. (Ask the folks who have 
already flown them.) 

You see, the A300is the first jet 
transport that brings wide-body comfort 
to the shorter and medium length trips. 

Comfort?Take seats, for example. 

There are no triple seats on an A300. You’ll 
feel like a guest not a sardine. 

And the wide-body spaces give the 
A300that 1 can breathe" feeling. It's light, 
airy civilized. 

Yet; with all that space, we si have 
designed spacious overhead storage 
conTpartmentsih^ 


So there’s more room for your personal 
belongings, be they business reports, or 
a stuffed panda 

The A300is also exceptionally quiet 
So atrip is not only easy on your body and 
eyes, it’s also easy on your ears. 

The A300. A lot of airlines will wish to fly 
it because its the most efficient jet transport 
flying today 

Alot of passengers will wish to fly it 
because it really makes you feel at home. 



Airbus A300 


The right plane at die right time. 

FROM AIRBUS fiDUSTOE 







...for hot-headed scientists i 


BHEL'i Energy Systems and 
New Products Division (ESNP) in New 
Delhi* is a hotbed of foverish activity. 
This aetion covers a spectrum of fiery 
experiments with existing and future 
aspects of energy: the fluidised bed 
combustion of coal, coal gasification, 
combined cycles, solar energy. MHD. 
The activities also include performance 
improvement of conventional systems. 

Somewhere in New Delhi, a team of 
dedicated engineers and scientists—many 
attracted back after professional success 
abroad—work today, for tomorrow. They 
comprise BHEL's most recent 
division: ESNP. 

On behalf of BHEL, ESNP aims to interact 
with other national bodies for evolving 
future energy plans for India's economy. In 
addition, ESNP will develop new products 
and processes tailored to Indian conditions, 
while being simultaneously, technologically 
up-to-date and cost effective. 

Internally, E£»NP will strengthen the 
engineering base of BHEL's many product 
centres. And, create specialist groups to 
provide In-depth design and engineering 
support to the product engineering and R & 0 
Centres for greater system compatibility. 


BHEL plays with f ire! 

All over the developing world, the oil crisis 
has taken toll of precious foreign exchange. 
Already, massive R & D work has been 
undertaken in several countries for 
developing better and more efficient 
methods of utilising coal, our most 
abundant natural resource. 

ESNP, in its own smalf way, has done 
something about it. In the few months since 
its inception, it has already finalised a 
design for the prototype of a packaged 
industrial boiler incorporating the fluidised 
bed combustion of coal—rightly called the 
combustion technology of the future. 

In yet another area, work is on hand to find 
alternative technologies to reduce the 
installed cost of coal-based power plants 
and improve the utilisation of coal through 
coal gasification and combined cycles. 

ESNP has also started a major programme 
for the continuous monitoring and 
improvement of conventional power plant 
performance. 

The war of the elemental 
From the sky above to the mud below, the 
scientists of ESNP are busy seeking non- 
conventional sources of energy. In the hope 


that perhaps one day an entire village may 
be lit by Solar Energy. Or, fields irrigated 
by wind power, 

Who can tell the future?' 

All one knows is that today at ESNP. a 
modest start has been made. Projects for the 
utilisation of Solar Eriergy have been-taken 
up in close association with the National 
Physical Laboratory. Other projects are on 
hand with CSIR Institutes, the IITs end 
other national institutions. 

Yes, BHEL's new division—ESNP Is indeed 
a place in the sun. A place for eminent and 
dedicated scientists obsessed with heat 
and other sources of energy-~to produce 
more power. For the people of India. 

For tomorrow. 





Energy Systems 0 New Products Division Registered Office: 

1 Ring Roed, Meftereni Begh 16-20 Katturbe Gandhi Marp 

New Pfihi-110014 New Delhi-110001 
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teal iocmtimfor My invest- 
SMttt Meeawry for the switch- 
OVfif. 

The increase in (he basic 
setting prices announced are 
|U 120 per kilo litre or 12 
paise per litre for kerosene, 
HSD and furnace oil and Rs 
166.67 per metric tonne or Rs 
2.50 per cylinder of 15 kg. 
for LPG (cooking gas). The 
. increase in the prices is ex¬ 
clusive of local taxes. 

To minimise the burden on 
the common man the union 
government has directed the 
state governments to stream¬ 
line the distribution arrange¬ 
ments, rationalise transporta¬ 
tion costs and local levies and 
commissions. The state 
governments have also been 
instructed to keep strict 
watch on the end prices, parti¬ 
cularly in small towns and rural 
areas. By this it is hoped 
to partly checkmate the higher 
prices for kerosene and diesel 
oil. 

Cabinet Reshuffle 

Prime minister. Mrs Indira 
Gandhi, reshuffled her Cabinet 
inducting the speaker of the 
Lok Sabha, Dr G.S. Dhillon, 
and the Haryana chief minis¬ 
ter, Mr Bansilal. They will 
fill two vacancies in the cabinet 
arising out of the resignations 
anouncedbyMr Swaran Singh, 
minister of Defence* and Mr 
Uma Shankar Dikshit, minister 
of Transport and Shipping. Mr 
R,K. Khadilkar and Mr K.R. 
Ganesh, ministers of state, 
have also relinquished their 
offices. Mr Bansilal becomes* 
minister without portfolio 
and Mr G.S. Dhillon mini¬ 
ster for Shipping and Trans¬ 
port. Mr H.K.L. Bhagat 
has been appointed minister 
of state for Works and Housing 
and Mr Vithal Gadgil, minis¬ 
ter of state for Petroleum. Dr 
V.A. Syed Mohammad, wilt 
be minister of state in the 
ministry of Law and Company 
AfiMrs. Chaudhury Rant 
Sewak becomes minister in 
the ministry of Health and 
Family Planning. The prime 
gtinister will hold temporary 
charge of Defence. Mr Uma 
Shankar Dikshit has been 


appointed governor of Andhra 
Pradesh. 

Mr Banarsi Dass Gupia 
was sowrn-in as the chief 
minister of Haryana. Other 
members of the present 
Haryana cabinet were also 
sworn in at the same time. 
President's rule has been im¬ 
posed in Uttar Pradesh 
following the resignation of 
Mr H.'N. Bahuguna, the 
former chief minister. 

Disclosures Scheme 
Modified 

President Fakhruddin All 
Ahmed promulgated an 
Ordinance making certain 
major modifications in the 
Scheme of Voluntary Disclo¬ 
sure of Concealed Income and 
Wealth announced by tne 
goverment in early October. 
The amending Ordinance pro¬ 
vides immunity from confisca¬ 
tion, penalty and prosecution 
under the Gold (Contiol) Act. 
1968 and the Customs Act, 
1962 in the case of persons who 
declare their concealed income 
or wealth before the end of the 
current calendar year. The 
immunity will cover offences 
committed under these laws 
in relation to gold and articles 
or ornaments made of gold, 
representing the concealed in¬ 
come or wealth of the dec¬ 
larant. 

Time limit 

Persons claiming immunity 
will have to make de¬ 
clarations in accordance 
with the provisions of the 
Gold Control Act regarding 
gold ornaments and articles 
owned by them, before Feb¬ 
ruary 1, 1976. Where the 
concealed income or wealth 
is held in the form of primary 
gold, the yellow metal will have 
to be either sold to a licensed 
dealer or converted into orna¬ 
ments before that dale. Where 
the gold is held by the 
declarant in his capacity as a 
licensed dealer, he will be 
required to make necessary 
entries in the account books, 
registers ’ and documents 
maintained by him under the 
Gold (Control) Act and take 
such steps as are necessary 
for him to comply with the 
requirements of that Act in 


relation to the hidden gold 
before February 1, next year. 

The immunity from the pro¬ 
visions of the Gold (Control) 
Act and the Customs Act will 
not cover gold and articles or 
ornaments made of gold which 
are seized by the Gold Control 
and Customs authorities prior 
to the declaration or which 
are the subject matter of 
proceedings pending under 
either of these Acts. Under 
the scheme of voluntary dis¬ 
closure, one-half of the 
amount due from the declarant 
is required to be guaranteed 
by a scheduled bank or secured 
by the assignment of govern¬ 
ment securities in favour of 
the President of India. The 
amending ordinance has 
done away with this requitc- 
ment so that persons making 
declarations will now only be 
required to furnish security in 
respect of the entire unpaid 
amount in such form and in 
such a manner as the Commis¬ 
sioner of Income-tax may 
direct. 

IOBI Term Lending 
Rates Raised 

IDBI announced a hike 
in term lending rates with cfTect 
from I>ceembcr 1. From ihat 
date, its rales go up by a half 
to a full percentage point on 
all credit except export credit 
There is no change in the 
concessional interest on 
export finance This is the 
second hike in # tcrm lending 
rates since thg Bank Rale was 
raised from 7 to 9 pci cent in 
July 1974. At that it me IDBI 
had raised term lending tales 
by one and a half to two full 
percentage points The latest 
increase scotches tumours of 
a likely reduction m the Bank 
Rate. 

The major points of 
the revised interest structure, 
which comes into effect on 
December 1 are as follows: 
The normal direct lending 
rate to industry will be 11 per 
cent against 10.25 per cent at 
present. Credit to industrial 
units set up in backward areas 
will be made available at 9.5 
per cent against 8.5 per cent 
at present. The normal late 
of refinance will be 9 per cent 


against 8.5 per cent now, with 
a ceiling of 12 5 per cent on 
the rate to be chaigcd by 
financial ins*itu<ions The 
celling has been raised by 0.5 
per ccnl The refinance rate 
for small-scale indusiruil units 
covered under the credit 
guarantee and technician 
entrepreneurs' schemes will 
be 7 5 per cent against 7 per 
cent now w'lth a ceiling on the 
rate of financial institutions 
of 11 per cent against 10.5 
per cent at picsent. 

Concessional rate 

The concessional refinance 
rate for loan assistance to eligi¬ 
ble industrial units in backward 
areas will be 6 per cent against 
5 50 pei cent with a ceiling on 
the iate of financial institu¬ 
tions at 9 50 per cent The 
picsent ceiling is 9 per cent. 
Tin. refinance rates m respect 
of ihc foreign cutieray com¬ 
ponent of Sf C loans under 
1D\ credit will be 8 5 per 
cent in the ca>c of small calc 
industrial units schemes of 
technicians entrepreneurs and 
units located in backward 
area* -with a ceiling of 11 
per cent on SFC lending rate 

-md 9 pci ecru in other cases 
-Aith a ceiling of !I 5 per 
cent ofSIV lending rate. These 
rates will be up by 0 50 per 
cent. 

Norwgian Aid For 
Fertiliser Import 

This countiv will receive a 
giant of 25 million N.Kj. 
(approximately Rs 40 million) 
Horn Norway to cover the 
import of fcitili/crs fiom that 
couniry in the curient year. 
A Plan of Operation to this 
effect was Mgncd heic recently 
by Mr I .1 Naidu, Additional 
Secretary in the ministry of 
Agriculture and Irrigation, 
and Mr Ole Andreas Lundei, 
Resident Represent at i\e of 
the Norwegian Agency for 
International Development. 
The imported fertilizers which 
will be coscred by the grant 
include 6,000 tonnes of ANP 
20.20 and 17,000 tonnes of 
urea. 

This Norwegian assistance 
is in pursuance of an agi ce¬ 
ment between the govern¬ 
ment of India and the govern¬ 
ment of Noiway for supply 
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Africa and four in West Europe 
and America. 

Special thrust has been 
made in the oil rich Arab 


A new landmark has been 
made in this field by introduc¬ 
ing consultancy joint ventures. 
A Calcutta-bassed firm has 
already set up a joint venture 
unit in Hong Kong for supply of 
such services. Another firm has 


of fertilizers of the value of 75 
million N.Kr. between 1973 
and 1975. 

f 

Indo-Soviet Trade 

India and Soviet Union have 
agreed to double their 
bilateral trade by 1980. The 
decision emerged from the 
detailed discussions the foreign 
Secretary, Mr Kcwal Singh, 
had with the Soviet leaders 
in Moscow. Mr Kewal Singh, 
who led the Indian delegation 
to the week-long official level 
bilateral annual discussions 
on economic and political 
matters, also , prepared tlic 
ground for the meeting of the 
Indo-Soviet Joint Economic 
Commission due to bj held 
early in January. 

Lurgi India 

Lurgi India Company Pri¬ 
vate Limited which is an 
associate of M/s. Lurgi 
Gesellschaf en of West Ger¬ 
many has provided consultancy 
services for synihetic fibres, 
sponge iron, vegetable oils, 
zinc and pyrhc roas'ers, gas 
cleaning, fat splitting and 
fatty acid distillation, etc. The 
company gives free advice 
to its clients and necessary 
information and data about 
the technology through the 
recognised consultants. Lurgi 
India is mainly a process en¬ 
gineering company and there¬ 
fore, concentrates on provid¬ 
ing knowhow, process en¬ 
gineering and specialised 
services towards construction 
of the plants. 

Joint Ventures Abroad 

The exports of capital goods, 
generated by the joint ventures, 
amount to Rs 25 crorcs 
against an investment of about 
Rs 10 crorcs. Other cash in¬ 
flows in the shape of dividends, 
technical know-how fees, royal¬ 
ty and management fees, to¬ 
talled to about three crores 
of rupees. When more joint 
ventures reach profitable stage, 
the returns are expected to 
increase further. At present, 
there are 61 joint ventures in 
production in as many as 28 
countries. Out of these, 34 
are in South East Asia, two in 
Middle East including Iran and 
Afghanistan, 15 in Africa and 


10 in West Europe and 
America. Nearly 35 per 
cent of these ventures have 
reached profitability stage. The 
number of joint ventures under 
various stages of implementa¬ 
tion is 68. Out of these, 41 
are in South East Asia, 15 in 
Middle East including Iran 
and Afghanistan, nine in 


countries where the number of 
joint ventures is increasing 
gradually. Earlier, the majo¬ 
rity of joint ventures were m 
South East Asian countries. 


been permitted to set up a unit 
in Malaysia to supply manage¬ 
ment consultancy services. * 



DMBM 5. WfS 


EASTERN ECONOMIST 


1046 














jn the field of supply 
of technical know-how in 
chemicals and dyestuffs, a 
Bombay based firm is setting 
up the unit in USA in colla¬ 
boration with an American 
party. Very recently, the 
government has approved 11 
more joint ventures to be set 
up in various countries like 
Zambia, Dubai, Abu Dhabi, 
Malaysia, Indonesia, Singapore 
and Mauritius. The joint 
ventures are one of the impor¬ 
tant methods in the country’s 
export strategy. It helps ex¬ 
ports of capital goods and in 
creation of an image of India as 
a supplier of plants and machi¬ 
nery, technical know-how, 
export services, consultancies, 
management services etc. Vari¬ 
ous developing countries in 
South East Asia, Africa and 
West Asia liave industrialisa¬ 
tion programmes and Indian 
entrepreneurs are in a position 
to meet the requirements by 
•supplying goods and services. 

Trade with USA 

An Indian trade and econo¬ 
mic delegation left for the US 
recently. The delegation is 
led jointly by Mr Timorthy J. 
Irvin, President of the Indo- 
American Chamber of 
Commerce and Mr Raunaq 
Singh, its executive vice-Pre- 
sident. Mr Raunaq Singh told 
newsmen that .as American 
industrial units were executing 
a large number of industrial 
projects in third countries, 
particularly in the OPEC 
countries, it would be advan¬ 
tageous to both sides to enter 
into sub-contracting arrange¬ 
ments. He added that the 
foreign exchange earnings from 
such arrangements could boost 
up enormously India’s income 
from invisibles. 


The Indian industry with its 
diversified base is capable of 
making all the sub-contracting 
arrangements. Efforts will be 
made to persuade American 
industry to engage Indian per¬ 
sonnel in these projects like 
engineers and technicians. The 
Relegation also includes among 
its members, Projects and 
Equipment Corporation and 
State Trading Corporation of 
India, the two public sector 

usmwmemoMw 


undertakings. Members of the 
delegation will brief their 
US counterparts on the 
government of India’s new 
industrial policy and policy on 
foreign investments. 

With an all round improve¬ 
ment in many spheres of eco¬ 
nomic activity, like the crea¬ 
tion of harmony in industrial 
relations, industrial recovery 
and signs of revival of 
the capital market, India 
offers excellent scope for in¬ 
dustrial collaboration with the 
US industry. 

Public Sector Output 

The public sector under¬ 
takings under the Department 
of Industrial Development have 
achieved a total production 
during October 1975, valued 
at Rs 785.69 lakhs, which is 
93.70 per cent of the target 
figure of Rs 838.50 lakhs. It 
is 60.83 per cent higher th?n 
the production in October 
last year. The cumulative 
production during April to 
October 1975 lias been Rs 
5020.79 lakhs, which is 
an achievement of 93.56 per 
cent against the target figure 
of Rs 5376.27 lakhs. This 
was also 57.22 per cent higher 
than the production during 
the corresponding period last 
year. Five public sector 
undertakings arc mainly 
responsible for the higher 
achievement during October 
1975. These arc: Bharat Oph¬ 
thalmic Glass Ltd; Hindustan 
Photo Films Mfg Co; Instru¬ 
mentation Ltd; Hindustan 
Cables Limited; and Tannery 
and Footwear Corpn Ltd. Their 
percentage achievement over 
the production in October 
1974 has been 295.60, 168.68, 
151.31, 69.76 and 64.64 res¬ 
pectively. 

Names in the News 

Mr A.L. Krishna Mudaliar 

has been appointed Chairman 
of ICI (India) Private Limited 
with effect from April 1, 1976, 
in succession to Mr D.G.Owcn, 
who is retiring after 30 years 
service in the UK and India. 
Krishna Mudaliar began his 
career with ICI in 1949 when 
he joined the company in the 
UK on training. In 1964 he 
joined the Board as Commer¬ 
cial Director. He moved to the 


Alkali and Chemical Corpo¬ 
ration of India Limited- an 
ICI subsidiary—as Managing 
Director in 1969 and on 
May 1, 1974, he was named 
Deputy Chairman and Per- 


Bharat Sugar Mills Ltd. 

NOTICE 

NOTICE is hereby given 
that the Forty-fourth Annual 
General Meeting of Bharat 
Sugar Mills Limited will be 
held on Monday, the 15th 
December, 1975 at 3.30 P.M. 
at 9/1, R.N. Mukherjce Road, 
Calcutta-1, for the following 
purposes: 

1. To receive and consider 
the Report of the Directors 
and to adopt the Audited 
Accounts of the Com¬ 
pany-for the }cur ended 
30lh June, 1975. 

2. To elect Directors in place 
ofShri K.K. Birla and Shri 
K.L. Dhandhania who re¬ 
tire by rotation and being 
eligible offcT themselves for 
re-election. 

3. To appoint Auditors and 
fix their remuneration. 

4. As Special Business:- 

To appoint a Diicetor in 
place ofShri V.K. Poddar 
who was appointed as an 
additional Director by the 
Board of Directors. His 
term of office expires at 
this Annual General Meet¬ 
ing. A notice in writing 
has been fcceivcd by Lhe 
Company from a member 
proposing his candidature 
for the office of Director 
and signifying his intention 
to move the following reso¬ 
lution as an ordinary reso¬ 
lution : 

“Resolved that Shri V.K. 
Poddar be and is hereby 
appointed a Director of 
the Company.” 

By Order of the Board 
B.N. Hamirwasia . 

Secretary 

9/1, R.N. Mukherjce Road, 
Calcutta-1, the 14th Novem¬ 
ber, 1975 


Notes : 

1. A member entitled to attend 
and vote at the meeting is entitled 


sonnel Director. He has teen 
the Chairman of Imkemex 
India Limited 'since its esta¬ 
blishment in 1965 as the 
export house of the ICI 
companies in India. 

to appoint a proxy to attend and 
vote instead of himself and the 
proxy need not be u member. 

2. The Register of members of the 
Company will remain closed from 
the 9th December, 1975 to the 
15th December, 1975, both days 
inclusive. 

3. Lxplanatory statement as regards 
item No. 4 has been sent to the 
shareholders directly. 


New India Sugar Mills 
Ltd. 

NOTICE 

NOTICE is hereby given 
that the Forty-first Annual 
General Meeting of New 
India Sugar Mills Limited 
will be held on Monday, the 
15th December. 1975 at 3.00 
P.M. at 9 1, R.N. Mukherjce 
Road, Calcutta-], for the 
following purposes:— 

1. To receive and consider 
ihc Report of lhe Directors 
and lo adopt the Audited 
Accounts of the Company 
for the year ended 30th 
June. 1975. 

2. To elect Directors in place 
of Shri G.N. Khaitan and 
Shri M. L. Nopany who 
retire by rota 1 ion and being 
eligible offer themselves 
for rc-clcction. 

3. To appoint Auditors and 
fix their remuneration. 

By Order of the Board, 
R.N. Bagaria 
Secretary 

9/1, R.N. Mukherjce Road, 
Calcutta-1, the 14th Novem¬ 
ber, 1975. 


Notes : 

t. A member entitled to attend and 
vote at the meeting is entitled to 
appoint a proxy to attend and 
vote instead of himself and the 
proxy need not be a member. 

2. The Register of members of the 
Company will remain closed from 
the 9th December, 1975 to the 
15th December, 1975, both days 
inclusive. 
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COMPANY 

AFFAIRS 


ACC 

The associated Cement 
Companies’ various expansion 
projects are progressing satis¬ 
factorily. The expansion of 
Jamul Works to raise its capa¬ 
city by 2.00 lakh tonnes per 
annum to 12.80 lakh tonnes 
per annum is expected to be 
completed by the first quarter 
of 1976. The expansion of 
Bhupcndra Works to raise its 
capacity by 1.00 lakh tonnes 
per annum by technical im¬ 
provements has been partly 
completed raising its capacity 
to 3.53 lakh tonnes per annum. 
The balance capacity is ex¬ 
pected to be achieved by the 
middle of 1976. 

New Plant 

The company contem¬ 
plates the setting up of 
a new cement plant at 
Gagal, Bilaspur District, m 
Himachal Pradesh, with an 
annual capacity of 4.00 lakh 
tonnes per annum. The 
prospecting licence has been 
received and the geological ex¬ 
ploration is in progress. The 
company is also planning the 
expansion of Khalari Works, 
Mancherial Works and Por- 
bandar Works by 1.49, 2.00 
and 2.00 lakh tonnes per 
annum respectively. 

As a part of the 
company’s immediate pro¬ 
gramme it is proposed 
to expand the capacity 
at Wadi Works by 5.00 lakh 
tonnes per annum by putting 
up a single 1,500 tonnes per 
day dry process kiln which 
would be the largest to be 
designed or manufactured in 
the country. Planning work 
for this project is in progress 
and negotiations with Karna¬ 
taka State Electricity Board 
for supply of power are under 
way. This expansion alone is 
estimated to involve a capital 
outlay of about Rs 29 crores. 

The present recession is not 


expected to last long and hence 
the demand for cement is 
anticipated to pick up in the 
near future. This, together 
with growing exports and the 
company’s efforts in develop¬ 
ing new products, the chair¬ 
man, Mr N.A. Palkhiwala, 
looks forward to a bright 
future for the company. The 
year 1974-75 was a memorable 
year in the company's his¬ 
tory, in that the prolonged 
efforts of its Research and 
Development Division for the 
development of new products 
began to be translated into 
production on a commercial 
scale. The industrial plant 
set up at Katni Works for the 
manufacture of newly deve¬ 
loped high temperature re¬ 
fractory products, CAL-AL- 
75 and WHYTHEAT cast¬ 
ables, went on stream. Interest 
in the use of these products is 
developing rapidly and the 
company naturally anticipates 
sizeable sales in the future. 
The company has received 
a letter of intent for produc¬ 
tion of 3,250 tonnes per annum 
of adsorbent and catalyst pro¬ 
ducts for use # in different in¬ 
dustries. 

Sdndia Steam 

Mr K.M.D. Thackersey, 
Chairman of the Scindia Steam 
Navigation Co Ltd, points 
out in his annual statement to 
shareholders that 1975-76 will 
be a very gloomy year for the 
shipping industry as many of 
the big ships and tankers are 
lying idle and cargoes which 
are carried by liner vessels 
have also been affected. Des¬ 
pite this unfavourable trading 
situation, all ships of the 
company are at present fully 
engaged although the bulk 
carriers had to be chartered 
out at uneconomic rates. These 
bulk carriers will show losses 
in their performances during 
the current year. This will 


effect the profits of the com¬ 
pany to a great extent. 

New Vessel 

The management is ex¬ 
pecting the 75,000 DWTLith- 
gow vessel in December, 1976. 
The company has already paid 
three instalments of the price 
and it is expected that the 
vessel will be delivered well in 
time tosecure the allowance of 
development rebate. 

Meanwhile the company has 
taken delivery on June 23, 
1975, one bulk carrier, “Jala- 
vijaya” of 52,559 DWT bulit 
at the Spanish yard at a cost 
of Rs 15.18 crores. The 
company is also negotiating 
with the Hindustan Shipyard 
regarding the order of two 
pioneer type bulk carriers of 
21,450 DWT each. During 
1974-75 the company sold one 
coastal vessel “Bhadravati” 
as a playing unit. The vessel 
was delivered to the buyers on 
August 19, 1974. 

Indian Explosives 

The directors of India 
Explosives Ltd have enhan¬ 
ced the equity dividend to 20 
per cent for the year ended 
September 30, 1973 as against 
12 per cent paid for the pre¬ 
vious year. Out of the recom¬ 
mended dividend, 12 per 
cent will be paid immediately 
while the balance will be paid 
on a deferred basis. Sales 
during the year recorded a 
smart rise to Rs 100.01 crores 
from Rs 71.39 crores while 
profit registered a handsome 
increase to Rs 12.34 crores 
from Rs 9.77 crores in 1973-74. 
After allowing for an estima¬ 
ted tax liability of Rs 0.80 
crore, the profit after tax 
worked out to Rs 11.54 crores. 
In 1973-74 only anegligib.e 
amount was provided for 
taxation. 

Hie improved performance 


largely reflects the incre¬ 
ased volume ofproduction and, 
soles achieved in fertiliser 
and explosive divisions, The 
results would have been more 
encouraging but for the fire 
in the ammonia plant of the 
fertilizer division which restric¬ 
ted production temporarily ha 
August 1975. Even so, the 
output of the fertilizer division 
was 82.1 per cent of the 
licensed capacity while the 
plants of the explosive 
division all worlosd at almost 
fall capacity. 

Alkali end Chemical 
Corporation 

Sales of Alkali and Chemical 
Corporation of India Ltd were 
higher at Rs 47.79 crores 
during the year ended Septem¬ 
ber 30, 1975 as compared to 
Rs 39.34 crores in 1973-74. 
Profit before tax too increased 
to Rs 4.89 crores from Rs 
4.54 crores while the profit 
after tax amounted to Rs 1.45 
crores as against Rs 1.36 
crores in the earlier year. Al¬ 
though sales were nearly 22 
per cent higher than the pre¬ 
vious year, the company’s per¬ 
formance was adversely affec¬ 
ted by the slackering in 
demand. The percentage in¬ 
crease in profits was much 
lower as a consequence. 


“Gramoxoae” 

The company proposes to 
finance a large part of 
the cost of its new pro¬ 
jects for the manufacture 
of pharmaceuticals and the 
herbicide ‘gramoxonc’ and for 
the expansion of the rubber 
chemicals plant capacity from 
internally generated fluids. 
Therefore, the board of direc 
tors have recommended the 
minimum dividend prescribed 
under the law which works 
out to 15, 66 per cent on the 
equity shares, subject to deduc¬ 
tion of tax at source. Subject 
to the shareholders’ approval 
at the annual general meeting, 
12 per cent will be paid as 
immediate dividend and the 
balance ns deferred dividend 
in two equal instalments with 
interest atthsrate of 8 percent 
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The Philips dealer is a 
dedicated professional at 
the service of the consumer. 


The Philips organisation and 
its customers form a universal 
family brought together by 
dedicated, professional dealers. 

The Philips dealer considers 
consumer satisfaction to be 
more important than profits. 
His association with Philips 
has trained him in good 
business principles From his 
factory trained engineers to 
the salesmen who help you. 
you find the touch of expertise; 
whether it be in radios, lamps, 
sound systems, scientific 
equipment or a carton 




of electrodes 

Plus, every Philips sound 
system and professional 
equipment dealer has the latest 
electronic service equipment 
and all the necessary spare 
parts to keep your equipment 
in perfect shape for its 
economic life. An unusual 
arrangement which ensures^ 
that any Philips equipment 
bought anywhere in rural or 
urban India can be serviced 
anywhere else, through a 
network of professional 
Philips dealers 
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PHILIPS 


The Philips dealer means a lot to his community. 
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per annum on July 5, 1976 and 
July 5,1977 respectively. 

Kirloskar Pnaumatle 

There has been an increase 
in the paid-up capital of KJrlo- 
skar Pneumatic Co. during the 
year ended June 30, 1975. All 
the five financial institutions 
have exercised their option in 
favour of conversion of 51 
per cent of the debentures 
issuer! to them in 1972 into 
equity shares at a premium of 
Rs 7 per share. This has 
resulted in an increase of Rs 
30 lakhs in the paid-up equity 
capital of the company and Rs 
21 lakhs in the share premium 
account. This apart in July 
last 16.360 equity shares of 
Rs 10 each have been allotted 
to ICICI in conversion of a 
part of the loan obtained 
from them, leading to a rise 
of Rs 1.64 lakhs in t'hc paid- 
up equity capital and Rs 1.15 
lakhs in the share premium 
account. 


The demands for air con¬ 
ditioning and refrigeration 
products were better and the 
company could improve its 
position in the market. Trans¬ 
mission sales were maintained. 
The company has introduced 
a few new products which were 
developed by its research divi¬ 
sion. Exports have aKo 
improved considerably. The 
usual sizable business in com¬ 
pressed air products emanating 
from state government'depart¬ 
ments was very much below 
par during the period, it was, 
however, possible to secure 
more business from other 
areas to make up for the 
consequent loss of the govern¬ 
ment business. 

Vis Hal Malleabies 

Vishal Malleabies, Ahmeda- 
bad, has entered into an agree¬ 
ment with parties from Japan, 
Indonesia and Hong Kong for 
the establishment of a joint 
venture in Indonesia for the 
manufacture of malleable iron 
pipe fittings and malleable 
castings for the automobile in¬ 
dustry. The project will have 
a capacity of 3,000 tonnes 
per annum and its total cost 
is estimated at Rs 3.60 crores. 
A significant feature of the 
project, so far as Vishal’s parti¬ 


cipation is concerned, is that 
with their equity participation 
of only 15 per cent, the com¬ 
plete overall management of 
the joint venture company 
has been vested with Vishal. 

Vishal itself is putting up a 
project near Ahmedabad for 
the manufacture of malleable 
iron pipe fittings, sockets and 
specialised castings and 
expects to commence produc¬ 
tion by July 1976. 

Southern Steel 

Southern Steel is diversifying 
its activities into manu¬ 
facture of paper. The com¬ 
pany has already got a licence 
for setting up a paper project. 
Since the proposed new acti¬ 
vity is not covered by the exist¬ 
ing clause of the memorandum 
of association of the company, 
a new clause is proposed to be 
added thereto. Meanwhile, the 
company has taken steps to 
broaden the product-range 
and produce items of added 
value and of import substitu¬ 
tion. It has also placed orders 
for additional equipment re¬ 
quired for this purpose. 

Bokiyu Tanneries 

Bokiyu Tanneries Ltd, 
is offering 1,80,000 equity 
shares of Rs 10 each for cash 
at par’to the public for subs¬ 
cription. The full amount of 
Rs 10 per share is payable 
along with the application. 
The subscription list for this 
fully underwritten issue opens 
on December 22 and it will 
not be closed before December 
24, 1975.- The 1FC and the 
Tamil Nadu Industrial Invest¬ 
ment Corporation Ltd have 
underwritten the issue to the 
extent of Rs 5 lakhs each white 
the balance of Rs 8 lakhs has 
been underwritten by Messrs 
H.P. Mehta and Company 
New Delhi, who are the lead¬ 
ing stock and share brokers m 
the country and arc also 
the managing brokers for this 
issue. 

The company has been pro¬ 
moted by Messrs. Yugo In- 
traco Private Ltd, New Delhi, 
and Mr A. Hafeezur Rahman 
who has been regularly supply¬ 
ing for the last 13 years semi¬ 
finished goat and sheep skins 


to the foreign collaborators 
Messrs CIBALIA V1NKOVCI, 
YUGOSLAVIA, for further 
processing into finished lea¬ 
thers in their own tanneries. 
The company has been incor¬ 
porated with its registered 
office in New Delhi with the 
main object of setting up a 
tannery at Pudupakkam in 
the Chingleput district of Tamil 
Nadu for processing 15 lakhs 
of skins into finished leather 
under the licence granted 
by the goverrament of India. 
The licence has been granted 
on condition that the total 
products of the company shall 
be exported. 

The company is entering 
into a collaboration agreement 
with Messrs CIBALIA 
V1NKOVCI, YUGOSLAVIA, 
under which the collaborator 
besides providing technical 
know-how to the company, is 
also participating in the equity 
capital to the extent of 25 per 
cent. The collaborators 
have further undertaken to 
lift the entire production of the 
company, if so desired, at a 
mutually agreed price. 

The construction of the 
factory is in an advanced 
stage. Imported machinery 
has arrived at the factory 
site and the plant is expected 
to go on steam by the middle 
of 1976. 

One of the main promoters 
of this project is Mr A. Hafee¬ 
zur Rahman whd has been in 
the leather business since 1957. 
He is the Managing Partner 
of South East Tanning Com¬ 
pany, Madras, which is today 
the largest exporters of semi¬ 
finished and finished leathers 
from the country. Their 
annual exports are to the 
tune of Rs 15 crores. Hr is 
the present Chairman of 
Leather Export Promotion 
Council, sponsored by the 
union ministry of Commerce. 
Besides he is holding top- 
ranking positions in several 
committees and councils. 

This issue is the first of its 
kind in the country. It offers 
a unique opportunity to the 
investors to apply for these 
shares now being offered 
at par. In view of the fact 
that the quality and marketabi¬ 


lity of tbc products of the 
company are assured, the com¬ 
pany is expected to make subs¬ 
tantial profits from the very 
second year of the start of its 
commercial production and 
as such the shareholders can 
expect handsome dividends as 
well as capital appreciation. 
Hence an overwhelming res¬ 
ponse to this issue is fully 
assured. 

Calico Mills 

The directors of the 
Ahmedabad Mfg. & Calico 
Printing Co. Ltd, (Calico 
Mills) have proposed to 
issue one bonus share for* 
every four shares held. The 
directors have clarified that 
it should not be taken for 
granted that merely because 
the share capiial is increased 
by the issue of bonus shares 
the total amount that may be 
paid as dividend by the com¬ 
pany will be correspondingly 
larger. An extraordinary 
general meeting of the share¬ 
holders is proposed to be held 
to seek their approval to the 
above proposal. 

Unit Trust 

The sale and repurchase 
prices of the units of the Unit 
Trust of India were raised by 
five paisc each to Rs 10.55 
and Rs 10.25 respectively with 
effect from November 25. 
News end Notes 

A joint sector steel project 
of the Andhra Pradesh Indust¬ 
rial Development Corporation 
and a private party consisting 

NOTICE 

It is hereby notified for pub¬ 
lic information that Mr. T.S. 
Srinivasan, 1, Adayar Club 
Gate Road, Madras-600 028, 
is applying under Section 22 
of the Monopolies and Restric¬ 
tive Trade Practices Act, 1969, 
to the Department of Com¬ 
pany Affairs, New Delhi, for 
establishing a new undertaking 
for the manufacture of Ball, 
Roller and Tapered Bearings 
and Bushings for all applica¬ 
tions. 

Any person interested in 
the matter may make represen¬ 
tation to the Secretary, Depart¬ 
ment of Company Affairs, New 
Delhi, within a fortnight of 
publication of this Notice. 
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of* technocrats, being set up 
at Pattanchcru in .Medak 
district, about *25 kms from 
Hyderabad, is expected to go 
into production by October 
1976. The technocrats— 
M/s R.D. Reddy, C.V. 
Reddyand A. Surender—have 
already acquired land in the 
industrial belt of Pattancheru. 
Construction of the factory 
building will start in January, 
1976. The first stage is 
estimated to cost Rs 1.5 crores 
and the second stage Rs 2.25 
crores. The unit will pro¬ 
duce 2,650 tonnes of man¬ 
ganese steel castings and ni- 
hards castings within a year of 
the unit going into production. 
It is planned to produce 2,000 
tonnes more of alloy castings 
comprising stainless steel, high 
alloy and centrifugal castings. 
The turnover in the first stage 
will be about Rs two crores 
per annum and Rs four crores 
after the completion of the 
second stage. 

1AEC a well-known 
engineering company of 
Bombay has received orders 
for two Boilers for the Sisak 
Project, Yugoslavia. The 
fully automatic 29,000 kg./ 
HR capacity, 20 kg/CM a 
pressure boiler is equipped 
with IAEC Oil-cum-gas burner 
with instrumentation auto¬ 
matic controls and interlocking 
devices. The order has been 
received through M/s Engi¬ 
neering Projects India Ltd, a 
government of India under¬ 
taking, who secured the order 
against Global tender. Also 
included in the order is a two 
stream Watei Treatment Plant 
with Pressure Filter, Softener, 
Storage Tank, etc. 

Recently IAEC also has 
received orders for four Boilers 
of 28,000 kg/HR, 20 kg/CM- 
pressure, from BARC for their 
Madras Automatic Power 
Project. Kalpakkam. The first 
IAEC automic package boiler 
was manufactured for the 
Uranium Mill project of the 
Indian Rare Earths Ltd. 
Since then IAEC has supplied 
171 such boilers to different 
national projects, apart from 
exports. 

The frame-work of employee 
participation in management 
was taken another step for¬ 
ward at the BHEL, Hydera¬ 
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bad when the chief minister 
of Andhra Pradesh Mr J. 
Vengal Rao inaugurated the 
new scheme of shop councils 
and joint councils recently. 
Inspired by the achieve¬ 
ments of participation at 
the Apex level through the 
bipartite Joint Committee 
constituted on a national basis, 
the BHEL has extended the 
scope of participation into 
new operational areas. The 
participation has been extended 
down to the shop-floor level 
so as to ensure real employee 
participation and involvement. 

New Issues 

Brindavan Alloys is entering 
the capital market on Decem¬ 
ber 9 with a public issue of 2.25 
lakhs equity shares of Rs 10 
each and 5,000 (11 per cent) 
preference shares of Rs 100 
each, making a total of Rs 
27.50 lakhs. The entire 
issue of equity and preference 
shares has been underwritten. 
The subscription list will close 
on December 19 or earlier, but 
not before December 11. The 
principal object of the issue 
is to raise a part of the finance 
required for setting up a Rs 
138-lakh alloy steel project 
near Bangalore. It had a 
licence to manufacture 18,000 
tonnes per annum of a product- 
mix comprising of mild steel 
ingots, electrodes quality car¬ 
bon steel, forging quality car¬ 
bon steel, hardening and tem¬ 
pering quality carbon steel, 
carbon tool steels, case harden¬ 
ing type quality g arbon steels, 
free cutting quality carbon sul¬ 
phur, steel, etc. It has made 
substantial progress, on the 
implementation of the project. 
Construction of major build¬ 
ings is in final stages of com¬ 
pletion. A substantial por¬ 
tion of plant and machinery 
items from the General Elec¬ 
tric Company of India, Cal¬ 
cutta and Mukand Iron and 
Steel Works, Bombay had 
been erected. The plant is 
expected to commence trial 
production by January and 
commercial production soon 
thereafter. 

The present recession 
in the steel market is only 
a passing phase and the 
steel industry has a good for¬ 
tune in the long run. The 
company will have a turnover 


of RsJ2.70 crores during the 
nine months of its oper¬ 
ations ending on October 
31, 1976, when the capacity 
utilisation would be 60 per 
cent. The turnover would go 
up to Rs 3.50 crores in 1976-77 
and R$ 5 crores in 1977-78, 
when it would reach a rated 
capacity. The company hopes 
to declare a maiden dividend 
in the second year's oper¬ 
ations. 

Coastal Papers Ltd is setting 
up a plant with an installed ca¬ 
pacity of 2,500 tonnes per an¬ 
num for manufacture of kraft, 
absorbant kraft, manifold, 
writing and printing paper. 
The plant will be located at 
Jegurepadu in East Godavari 
District (Andhra Pradesh). The 
Company will, some time in 
January 1976, make a public 
issue of Rs 14.7 lakhs equity 
shares and Rs 8 lakhs 
preference shares to part 
finance the project. 

The Company has been 
promoted jointly by the 
Andhra Pradesh Industrial 
Development Corporation 
(AP1DC) and a team of tech¬ 
nocrats. The first minipaper 
project in Andhra Pradesh 
will use non-woody fibrous raw 
materials for making paper. 

The directors have effected 
substantial savings in the pro¬ 


ject to the tune of Rs 40 lakhs 
as the entire technical know¬ 
how right from project plaim- 
' mg to project implementation 
has been undertaken by the 
technocrat promoters. 

Drilko Metal Carbides, a 
company promoted by a team 
of technicians with the active 
support and assistance from the 
State Industrial and Invest¬ 
ment Corporation of Maha¬ 
rashtra (SICOM and Western 
Maharasht r a Dcve lopment 
Corporation (WMDC), is 

setting up a Rs 2.10-crorc 
project at Ahmednagar for 
the manufacture of 24 tonnes 
of tungsten carbide products, 
one lakh drilling rods and 5,000 
drilling bits per annum. 

The tungsten carbide in¬ 
dustry has been controlled so 
far exclusively by foreign con¬ 
trolled companies. The pro¬ 
moters who have been asso¬ 
ciated with these foreign com¬ 
panies have been responsible 
for the development of the 
same technology and with their 
know-how, they have been 
able to save the project cost 
to the tune of about Rs 50 
lakhs as most of the equipment 
needed for the project will 
be manufactured indigenously 
and installed under their 
supervision. 


Dividends 


(per cent) 


Name of the company 


Year ended- 


Equity dividend 
declared for 


Current Previous 





year 

year 

Higher Dividend 

West Coast Paper Mills 

June 

30, 1975 

14.0* 

12.0 

Supreme Industries 

June 

30, 1975 

16.0@ 

12.0 

Same Dividend 

Andhra Pradesh Paper 

June 

30, 1975 

12.0 

12.0 

Periyar Chemicals 

June 

30, 1975 

12.0 

12.0 

Southern Indian Steel and 
Sugars 

June 

30, 1975 

Nil 

Nil 

Calcutta Steel 

Mar, 

31, 1975 

Nil 

Nil 

Plastics Resins & Chemicals 

Sept. 

30, 1975 

Nil 

Nil 

Mysore Paper 

Mar. 

31, 1975 

10.0 

10.0 

India Cements 

Mar. 

31, 1975 

Nil 

Nil 

Copper Engineering 

June 

30. 1975 

Nil 

Nil 

Neela malai Tea and Coffee 
Estates 

June 30, 1975 

Nil 

Nil 

Reduced Dividend 

New Swadeshi Sugar Mills 

June 30, 1975 

Nil 

5.0 


+On the enlarged capital 

•For the 15-month period ended June 30, 1975. 
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Licences Mid Latter* of Intent 

The Sallowing licences and letters of intent were issued un¬ 
der the Industrial (Development Regulation) Act 1951 during 
the month of September 1975. The list contains the nanies and 
addresses of the licensees, articles of manufacture, types of 
licence—New Undertakings (NU). New Articles (NA), Sub¬ 
stantial Expansion (SE), Carry on Business (COB), Shifting— 
and annual installed capacity. Details regarding licences and 
letters of intent revoked, cancelled or surrendered are also 
given. 

Licences issued 

Metallurgical Industries (Ferrous) 

M/s Veesons Fasteners Ltd; 65, V-Block, S.S.I. Area, Ban¬ 
galore—(Bangalore-Karnataka)—High Tensile Specialised Type 
Precision Machine Screws—1,200 tonnes—(NU) 

M/s Bhagwati Foundries Ltd; Odhav Road, Post Odhav, 
Distt: Ahmedabad—(Ahmedabad-Gujarat)—-S.G. Iron Castings 
—600 tonnes; Alloy ft High Duty Cast Iron Castings—3,000 
tonnes—(SE) 

M/s Champion Engg Works Pvl Ltd; Swami Vivekanand 
Rd; Goregaon, Bombay—(Bombay-Maharashtra)—Bright Bars 
—5,000 tonnes—(NA)* 

M/s Bangalore Heavy Forgings & Stampings Pvt Ltd; 
“Shakunt” 107, Rajamahal Vilas Exten, Bangalore—(Mysorc- 
Karnataka)—Closed Die Forgings of Alloy Steel & Carbon 
Steel—1,500 tonnes—(NU) 

M/s Decor Steel Pvt Ltd; 71-Industrial Area, Chandigarh 
—(Bullabhgarh-Haryana)—Bright Bars—2,700 tonnes—(COB). 

M/s Vijay Tanks & Vessels Pvt Ltd; Haji Adam Mansion, 
Homji Street, Bombay—(Bombay Maharashtra)—Bitumen 
Drums (165 kg.)—6,000 tonnes; Barrels (200/210 Litre)—300 
tonnes—(COB) 

M/s Kamal Enterprises Pvt Ltd; 120. Ansa! Bhawan, 16- 
Kasturba Gandhi Marg, New Delhi—tSikandrabad-U.P.) — 
Bright Bars—5,400 tonnes—(COB) 

M/s Deepak Bright Bar Inds. 32/33, Sembudoss Street, 
Madras—(Madras-Tamil Nadu)—Bright Bars—8,000 tonnes— 
(COB) 

M/s Andhra Steel.Corpn Ltd; 2-Brabourne Road, Calcutta 
—(Visakhapatnam Port-A.P.)—Bright Bars—5,400 tonnes— 
(COB) 

M/sKlipco Steels (P) Ltd; 6-Clive Road, Calcutta— 
(Howrah-West Bengal)—Bright Bars—8,000 tonnes—(COB) 

Metallurgical Industries (Non-Ferrous) 

M/sRambalPvt Ltd; 129-Lattice Bridge Road. Madras— 
(Madm$*Tamil Nadu)—HT Specialised type bolts & Nuts 
(Ferrous & Non-Ferrous)—300 tonnes (15 mill nos) HT Spe¬ 
cialised type precision Machine Screws (Ferrous ft Non-Fer¬ 
rous)-200 tonnes; (65 mill nos)—(SE/NA) 

Boilers Sc Steam Generating Plants 

M/s Greaves Cotton & Co Ltd; Thapan House, 124, Jan- 
path, New Delhi—(Aurangabad-Maharashira)—Diesel Engines 
in the range of 3.5 to 70 H.P.-1,50,000 nos—(NU) 

Electrical Equipment 

M/s Punjab State Industries Development Corpn Ltd; 
SCO 54, 55 ft 56, Sector 17-A, Chandigarh—(Ropar-Punjab)— 
Semiconductor Devices (Transistor*Diodes)—10 mill nos pa— 
(NU) 

M/s Phillips India Ltd; Shivsagar Estate, Block ‘A’ Dr. 
Annie Besant Road, Bombay—(Pimpri, Poona, Maharashtra)— 
Multimeters— 11,000 nos—(SE) 

M/s Kerala State Electronics Development Corpn Ltd; Sasi- 

ummwQtomn 


vihar, Peroorkada, Trivandrum—(Trivandrum-kerala)—Static 
Inverter Systems—5,000 nos—(NU) . 

M/s Badkhal Electronics Pvt Ltd; C-6, East of Kailasb, 
New Delhi—(Santa Cruz EPZ-Maharashtia)—Solid State Speed 
Controls—4 lakh pcs; Triacs of forward current upto 16 amps 
for commercial use—4 lakh pcs; SCR’s of forward current up 
to 16 amps for commercial use—4 lakh pcs; Rectifiers —2.50 
lakh pcs; Diacs—2.50 lakh pcs—(NU) 

M/s Hyderabad Vacuum Mcta-Lizers Pvt Ltd; B-33, 
11-Phase, E.E.I. Estate, Balanagar, Hyderabad—(Medak-Andhra 
Pradesh)—Metalized Plastic Film & Papers—15 tonnes—(NU) 

Transportation 

M/s Maharashtra Scooters Ltd; Bombay-Poona Road, 
Akurdi, Poona—(Satara-Maliarashtra)—Scooters—24,000 nos 
-(NU) 

Industrial Machinery 

M/s Sarabhai Machinery, Ranoli (W. Railway), Baroda 
Gujarat—(Baroda-Gujarat—Mercury Cells—25 nos—(SE) 

M/s Colour-Chem Ltd; Ravindra Annexe, Dinshaw Wachha 
Road, 194, Church Gate Reclamation, Bombay—(Thana-Maha- 
rashtra)—Dyes for Acrylic Fibres—175 tonnes -(NA) 

M/s Sarabhai Machiney, Ranoli (W. Railway), Baroda— 
(Baroda-Gujarat)—Heat Exchangers & Reaction Kettles lined 
with Thermostatic Resins—To be determined on the basis of 
production achieved after one year from the date of commen¬ 
cement of production—(NA) 

M/s Nirlon Synthetic Fibres ft Chemicals; 115>Mahatma 
Gandhi Road, Bombay—(Kolaba-Maharashtra)—Conyevor 
Belting—1200 tonnes; Fans & V-Belts—12 lakh nos—(NU) 

Commercial, Office & Household Equipment 

M/s Gecp Flashlight Industries Ltd; 28-South Road, Allaha¬ 
bad— (Allahabad-UP)—B-22 Bayonet Caps—5o M. nos; Bipin 
Fluorescent Lamp Caps—4 M. nos; E. 27 Caps—10 M. nos; 
B-22 Caps—2 M. nos—(NA) 

Industrial Instruments 

M/s Associated Instrument Manufacturers (India) Pvt Ltd; 
Sunlight Building, 26-27. Asaf Ali Road, N-Dclhi—(Najafgarh 
Road-New Delhi)—Universal Testing Instruments—6 Units; 
Other Testing Instruments in this field such as Crack detector 
for Concrete Structure & Metals—150 units; Strip Chart Re¬ 
corder &XY Recorder—100 units; Reflectance Glass Meters— 
24 units; Spectrophotometers, Optical Pyrometers ft Mic¬ 
rophotometers—125 units; PhotoelectricalPolarscope—6 units; 
Overhead Projectors—200 units. 

Substantial Expansion; Soil Testing Equipment—45,020 
units; Concrete ft Cement Testing Equipment—50 units; 
Fuel Testing Equipment—2420 units; Miscellaneous Testing 
Equipment—100 units; Photoelectric Colorimeters—400 units; 
Centrifiuges—25 units; Vacuum Pumps Units—50 units; 
Lovibond Colorimeters—500 units; Lovibond Tintometers—24 
units; and other accessories —50 units; Vapour Phase 
Chromatograph Apparatus—48 units—(NA/SE) 

Chemicals (Other than Fertilizers) 

M/s Adoni Vanaspati Manufactures, T.G.L. Building, T.G.L. 
Road, Adoni—(Adoni, KurnooNA.P)—Oxygen Gas—045 
MCM—(NA) 

M/s Baroda Rayon Corporation Ltd; 205, Ansal Bhavan, 
15-Kasturba Gandhi Marg, New Delhi—(Udhna, Surat - 
Gujarat)—Nylon Filament Yarn—2100 tonnes—(SE) 

M/s The Indian Cable Co Ltd; 9-Hare Street, Calcutta— 
(Tatanagar, Singhbhum, Bihar)—Bitumcnt base Cable com¬ 
pound for Joint Boxes—600 tonnes—(NA) 

M/s Formalin and Fine Chemicals Ltd: Nacharam Indus- 
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trial Area, Hyderabad—(Hyderabad-Andhra Pradesh)—For¬ 
maldehyde—3^000 tonnes— (COB) 

M/s Blundell Eomite Paints Ltd; Rustom Building, 29-Veer 
Nariman Road, Bombay—(Thana-Maharashtra)—Synthetic 
Resin Emulations—within their Overall licensed capacity of 
993 tonnes—(NA) 

Photographic Raw Film And Paper 

M/s Styro Films Ltd; Dhun Building, 175/1, Mount Road, 
Madras—(Madias-Tamil Nadu)—Biaxially Oriented Polysty¬ 
rene Film—1,000 tonnes—(NU) 

l>rugs & Pharmaceuticals 

M/s Unichem Laboratories Ltd; Prabhat Estate,S.V. Road, 
Jogeshwari (W), Bombay—(Jogeshwari, Bombay, Maharashtra) 
—Clonidine Hydro Chloride—15 Kgs; Tablets & Capsules bas¬ 
ed on the above item—250 lakh nos-(NA) 

M/s HanumanCottonseed Products Pvt Ltd; Shreenikctan, 
86-A, Marine Drive, Bombay—(Khamgaon, Maharashtra) 
Fatty Acids—3,000 tonnes; Glycerine (as bye-products)—240 
tonnes—(NA) 

Textiles 

M/s The H.P. Mineral & Industrial Development Corpn 
Ltd; Himrus Bldg; Simla-l—(Nalagarh-HP)—'Worsted Yarn— 
2,400 Spindles—(NU) 

M/s Khanapur Taiuka Co-operative Spinning Mills Ltd; 
Vita, Taiuka, Khanapur Distt. Sanghli, Maharashtra—(Khana¬ 
pur, Sangli, Maharashtra)—Spindles for the manufacture of 
Cotton Yarn—25,000 spindles—(NU) 

Mysore State Agro-Industries Corporation Ltd; Habbal, 
Bangalore—(Raichur—Karnataka)—Protein from Cotton seed 
—20,000 tonnes in terms of cotton seed; Protein from Ground¬ 
nuts—10,000 tonnes in terms of groundnuts—(NU) 

M/s Srce Visalakshi Mills Pvt Ltd; Vilangudi, Madurai— 
Madurai-Tamil Nadu)—Colton Yarn—25,000 spindles—(SE) 
M/s The Asok Textiles Pvt Ltd; post Box No 17, Asokpu- 
iam Alwaye— (Alwayc, Ernakulam, Kerala)—Cotton Yarn- 
27,500 spindles—(SE) 

M/s Cannanorc Spg & Wvg Mills, c/o NT.C. Ltd; Surva 
Kiran, Kasturba Gandhi Marg, New Delhi— (Mahe in 
(Pondicherry)—Cotton Yarn—30,240 spindles—(SE) 

M/s Cambodia Mills; c/o N.T.C. Ltd; £urya Kiran, Kas¬ 
turba Gandhi Marg, New Delhi—(Coimbator*-Tamilnadu)— 
Cotton Yarn—50,000 spindles—(SE) 

M/s Neelakanthcshwar Spg Mills Ltd; c/o Shri Mogalappa 
Baliram Pogul, 342, Sakhar Peth Sholapur—(Sholapur-Mahara¬ 
shtra)—Cotton Yarn—25,000 spindles—(NU) 

M/s Vikram Cotton Mills; Care: NTC Ltd; Surya Kiran, 
New Delhi—(Lucknow-UP)—Colton Yarn—25,000 spindles— 
(SE) 

M/s Sivaganga Mills Ltd; Orakadu, Madras—(Dharmapuri, 
Tamil Nadu)—Cotton Yarn—25,000 spindles—(NU) 

M/s Srcc Katteri Textile.* Pvt Ltd; 12/41, Syrian Church 
Road, Coimbatore—(Coimbatorc-Tamil Nadu)—Cotton Yarn 
—25,000 spindles—(NU) 

M/s Oswal Spinning & Weaving Mills Ltd; Industrial Arca- 
A, Ludhiana—(Ludhiana-Punjab)—Worsted Woollen Textile 
Yarn—2528 spindles—(SE) 

M/s Oswal Woollen Mills Ltd; Miller Gunj, Ludhina— 
(Ludhiana-Punjab)—Worsted Woollen Yarn—2368 spindles— 
(SE) 

M/s Oswal Spinning & Wvg Mills Ltd; Oswal Road, Indus¬ 
trial Area, Ludhiana—(Ludhiana, Punjab)—Shoddy Cloth—10 
power looms—(SE) 

M/s Shree Kirshna Woollen Mills Pvt Ltd; 166, Dr. D.N. 


Road, ftombay—(6ombay*Mahara^tra)---$lKKl4y Cloth—38 
power looms—(SE) 

M/s Manindra Mills, Cossim-Bazar (West Bengal), Care: < 
NTC Ltd; Surya Kiran, Kasturba Gandhi Marg, New DeUu-’- 
(Cossim bazar-West Bengal)—Cotton Fabrics—300 looms— 
-(SE) 

M/s The Chirala Cooperative Spinning Mills Ltd; Chirala— 
(Prakasam-Andhra Pradesh)—Cotton Yarn—25,000 Spindle*-^ 
(SE) 

M/s Annamalai Cotton Mills Pvt Ltd; Gajjelnaickenpatty 
PO, Salem Taluk, Salem—(Salem-Tamil Nadu)—Cotton Yarn 
—25,000 spindles—(SE) 

M/s Sri Sarada Mills; Care: NTC Ltd; Kasturba Gandhi 
Marg, New Delhi—(Podanur-Coimbatore, T-Nadu)—Cotton 
Yarn—30,000 spindles—(SE) 

M/s Srcc Saraswalhi Mills Ltd; Post Box No 34, Madurai 
—(Tirutani, Chjngleput, T-Nadu)—Cotton Yarn—33,146 spm- 
dlcs-(SE) 

M/s Marudhamalai Sri Murugan Textiles, Pcrianaickcn- 
palayam. Coimbatore -(Coimbatore-Tamil Nadu)—Cotton 
Yarn—25,000 spindles—(SE) 

The Coimbatore District Co-Operative Spinning Mills Ltd; 
A. A. 459, Dharapuram, Coimbatore—(Coirabotore-Tamil 
Nadu)—Cot ton Yam— 50,000 spindles—(SE) 

Mr. V.P. Pawar, M/s Miraj Taiuka Co-operative Spinning 
Mills Ltd; Miraj, Taiuka Miraj, Sangli—(Sangli-Maharashtra) 
—Colton Yarn—25,000 spindles—(NU) 

M/s Sundaram Spinning Mills, Salem Road, Kom&rapala- 
yam. Erode—(Komarapalam, Salem, T-Nadu)—Cotton Yam— 
30,228 spindles—(SE) 

Shree Sabari Mills Pvt Ltd; Hongkong House, 31, Dal- 
housic Square (s), Calcutta—(Tiruchirapally-Taraii Nadu)— 
Cotton Yarn—27,140 Spindles—(SE) 

TheVasanta Mills L<d; Singanallur PO, Coimbatore— 
(Coimbatorc-Tamil Nadu)—Cotton Yarn—50,000 spindles— 
(SE) 

M/s The Jaipur Spinning & Weaving Mills Ltd; Podarpuri, 
Jaipur—(Jaipur-Rajasthan)— 1 Cotton Yarn—41,040 spindle— 
(SE) 

Mrs Salem Textiles Ltd;4-B, Saiai Road Salem—(Salem- 
Tamil Nadu)—Cotton Yarn—33,800 spindles—(SE) 

The Raja Bahadur Motilal Poona Mills Ltd; Hamam House, 
Ambalal Doshi Marg, Bombay—(Pune, Maharashtra)—Cotton 
Yarn—50,000 spindles —(SE) 

M/s Gujarat State Federation of Co-operative Spinning 
Mills Ltd; Embassy Market Near Gandhi Bridge, Ahmedabad 
—(Mchsana-Gujarat)—Cotfon Yarn—25,000 spindles—(NU). 

M/s The Bhavani Mills Ltd; 362, Pollachi Road, Industrial 
Estate Post, Coimbatore—(Coimbatore-Tamil Nadu)—Cotton 
Yarn—25,000 spindles—(SE) 

Mr D.T. Patil, ‘Bhagyodaya’ Jaysingpur, Taluk Shirol, 
Distt: Kolhapur—(Jaysingpur, Kolhapur, Maharashtra)—Cot¬ 
ton Yarn—25,000 spindles—(NU) 

M/s Madanapalle Spinning Mills Ltd; CTM Post, Chittoor 
—(Chifloor, Ncllore, Andhra Pradesh)—Cotton Yarn—*35,000 
spindles—(SE) 

M/s Haryana State Industrial Development Corporation 
Ltd ; Chandigarh—(Haryana)—Cotton Yam—25,000 spindles— 
(NU) 

M/s West Bengal Industrial Development Corpn Ltd; 23*A, 
Netaji Subhas Road, Calcutta.—(West Bengal)—Cotton Yam- 
25,000 spindles—(NU) 

The Thanjavur District Cooperative Sphining Mills Ltd; 
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l i t l g l fclMH, M a yUf XTO i Tatuk(Mayaram, Thanjavur, T-Nadu) 
—CdttOR lira— 50,000 spindles— (Sti) 

M/k Karnataka State Co-operative Spinning Mills Federa¬ 
tion tu': Bangalore—{Raichur, Karnataka)—Cotton Yam— 

Mfys Karnataka State Co-operative Spinning Mills Federa¬ 
tion Ltd; Bangalore-^Karnataka)—Cotton Yarn—25,000 spin- 
dte»HNO) 

M/s Karnataka State Co-operative Spg. Milts Federation 
limited, Bangalore—(Karnataka)—Cotton Yam—25,000 spin- 
dies-—(NU) 

Mr Bukkitla Basappa, MLA & Member: Rayalaseema 
Planning k Development Committee, Uravakonda, Anantpur 
Distt —<Anantapur—Andhra Pradesh)—Cotton Yam—25,000 
spindles—(NU) 

M/s Raj Prakash Spinning Mills Ltd; 46-48, M.J. Market 
Marg,Bombay—(Panch Mahal, Gujarat)—Cotton Yarn—37,000 
spindles—(SE) 

Mr D.C. Rama i ah, Chairman, M/s Cotton Growers C o¬ 
operative Spinning Mills Ltd; Chirala Taluk, Prakasham - 
(Andhra Pradesh)—Cotton Yarn—25,000 spindles— (NU) 

M/s Punjab State Industrial Development Corpn Ltd; sco 
54*56, Sector-17.A, Chandigarh—(Punjab)—Cotton Yarn 
25,000 spindles—(NU). * 

M/s Tirupur Textiles Pvt Ltd; Post Box No 153, Tirupur— 
(Coimbatore-Tamil Nadu)—Cot ton Yarn—35,700 spindles— 
(SE) 

M/s Maharashtra Stale HandSooms Corporation Limited, 



M/s Sadhana Textile Mills Pvt Ltd; Spinning Division, 
Sadhana Rayon House, Dr D.N. Road, Fort, Bombay—(Jam- 
nagar-Gujarat)—Cotton Yarn—43,000 spindles—(SL) 


M/s Orissa State Handloon Weavers* Co-operative Society 
Ltd; Plot No 157, Sahid Nagar, Bhubaneshwar-7—(Bc-hampur, 
Ganjam, Orissa)—Cotton Yarn—25,000 spindles—(NU) 

The Industrial Development Corpn of Orissa Ltd; Bhuba- 
neswar-9—(Bhubaneswar-Orissa)—Cotton Yarn - 25,000 spindles 

-<NU) 

M/s Industrial Promotion Sc Investment Corpn of Orissa 
Ltd; Bhubancshtvar—(Orissa)—Cotton Yarn—25,000 spindles - 
(NU) 

Paper & Pulp (Including Paper products) 

M/s Andhra Pradesh Industrial Development Corpn Ltd; 
Shakar Bhavan, Ground Floor, B-1-174, Fateh Maidan Road, 
Hyderabad—(Kumool-Andhra Pradesh)—Paper Grade Pulp 
Sc Writing & Printing Paper—35,000 tonnes—(NU) 

M/s The Mysore Paper Mills Ltd; Bhadravali Paper Town; 
Southern Railway—(Shimoga-Karnataka)"-Writing & Piinting 
Paper—70,000 tonnes; Pulp—70,000 tonnes—(SE) 

M/s Aurangabad Paper Mills Pvt Ltd; Lentin Chambers, 
36-Dalal Street, Fort, Bombay—(Aurangabad-Muharashtra)- 
Kraft Paper—'5,000 tonnes—(NU) 

M/s Pondicherry Papers Ltd; 12-Ramakrishna Nagar,Pondi- 
cherry—(Pondichery)—Pulp—9,000 tonnes; Paper & Paper 
Boards-^OOO tonnes—(NU) 

Fermentation Industries 


M/s Bihar State Industrial Development Corpn Ltd; Ban¬ 
dar Bagicha, Phtna—(Patna-Bihar)—Beer—50,000 Hl—(NU) 
Shrce Satpada Tapi Parisar Sahakari Sakha? Karkhana Ltd; 
Lrojfcheda Dongargaont Shahada, Dhulta—(Shahada, Dhulia 

Msdiarashtra)-*Hilectified Spirit & Denature Spirit—4,500 KI — 
-(NA) ' ■ 




Food Processing Industries 

M/s South India Maize & Allied Industries Limited, 8-Poc* 
Garden, Madras—(Chettinad, Ramanathapuram,,Tamil Nadu) 
—Maize Sc Maize Products—15,000 tonnes; Corn Oil—450 ton¬ 
nes; Cattle & Poultry Feeds -12,000 tonnes; Seed Farm—000 
tsnnes—(NU) 

Vegetable Oils and Vanaspati 

M/s Deoil (Solvent) Industries Pvt Ltd; 3038, Civil Station, 
Bhatinda—(Faridkot-Punjab)—Cotton Seed Oil & its Bye Pro¬ 
duct—30,000 tonnes, in terms of Cotton Seed—(NU) 

M/s Seth Oil Mills Pvt Ltd; Kashmir Road, Amritsar— 
(Amritsar-Punjab)—Cotton Seed Oil—30,000 tonnes in terms of 
cotton seed—(NU) 

M/s Century Chemicals & Oils Pvt Ltd; 146, North Masi 
Street, Madurai—(Tirumangalam, Madurai, Tamil Nadu)— 
Cotton Seed Oil—10,000 tonnes in terms of cotton Seed—(NU) 

M/s Jayant Oil Mills, 480-82, Makerpura Industrial 
Area, Baroda—(Baroda-Gujarat)—Castor Oil—12,500 tonnes 
in terms of casto rsecds —(NU) 

M/s Punjab Ginning & PressingCo.Ltd; UCO Bank Building, 
ParlimcntStrect, New Delhi—(Jalgaorr-Maharashtra)—Cotton¬ 
seed oil (ByExpcllcr Process)-10,000 tonnes in terms of Cotton 
Seeds—(COB) 

M/s Tamil Nadu Agro Industries Corpn Ltd; “Agro House”, 
Industrial Estate, Gumdy, Madras—(Krishnagiri, Dharmapuri, 
Tamil Nadu)—Sunflower oil (By Expeller Processing)-12,000 
tonnes in term of Sunflower seeds—(NU) 

Leather, Leather Goods & Pickers 

M/s Coromandel Leathers Pvt Ltd; 10/B, Vcpcry High Road, 
Periamet, Madras (Ranipet, North Arcot, T-Nadu)—Finished 
Leather from Skins-9 lakh pieces only—(NUj 

Ceramics 

M/s Belpahar Refractories Ltd; C/o Tata Services Limited, 
JccvanTara Building, 5-Parliament Street, New Delhi (Belpahar, * 
Sambalpur, Orissa—Firebricks-60,000 tonnes—(SE) 

Letters of Intent 

Metallurgical Industries (Ferrous) 

M/s Nav Bharat Ferro Alloys Ltd; * Nava Bharat House’, 
6-3-654, Somajiguda, Hyderabad fKammam, Andhra Pradesh) 

—Ferro- Si 1 i con-20.000 t onnes—(S E) 

Mr. P Krisfinamurthi; 13/240, Dewan Bahadur Rd; R.S. 
Puram, Coimbatore (Andhra Pradesh)—Centrifugal Alloy Steel 
Castings; and High Alloy Steel Castings; Total : 1,000 tonnes 
— (NU) 

Mr. R.D. Sahu, 242-A. Co-operative Housing Colony, 
Bokaro Steel City, Distt; Dhanbad (Dhanbad.- -Bihar)—Alloy 
Steel Castings including High Alloy Steel Castings-1,200 tonnes 
Close Die steel Forgings -1,000 tonnes—(NU) 

M/s Chaliha Rolling Mills Ltd; 5 Mission Row, Calcutta-! 
(Bombay-Maharashtra)—Barbed Wire-2‘500 tonnes—(NU) 

M/s TETCOS LtdjTrichur (Kerala) (Trichur-Kerala)— 
Steel Forgings for Scoo;ers, Motor Cycles, Agricultural Imple¬ 
ments, Tractor Spares, Commercial Vehicles, Sewing Machines, 
Railways-2,500 tonnes—(NU) 

Electrical Equipments 

M/s Raghunathan Associates, 410, Apeejay HouseJBombay 
—(Santa Cruz EPZ-Maharashtra)—Plated Thru Hole-100 Sq Ft; 
Plating Linc-100 Sq Ft; Fluxing Linc-600 Sq Ft; Soldering- 
250 Sq Ft—(NU) 

M/s Century Rafons, Industrial House, 159, Churchgatc 
Reclamation, Bombay—(Santa Cruz EPZ-Maharashtra)-—C/ 
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MOS-LSI Arrays-10 lakh pcs; Electronic Watches-5 lakh pcs— 
(NU) 

Prof J.R. Chaudhari, A-3, Professors Bungalows, S.V.Regio- 
*nal College of Engg ft Tech, Surat-1—(M/s Gujarat Semicon¬ 
ductors Pvt Ltd (Mehsana-Gujarai)—Low power Silicca Junction 
kMdl^bo ^ Silicon Junction OiodSs(30An1pS 

. M/s English Electric to. of IridiaLtd; D-3, Giljandfcr Etousfe, 
8-Nfetaji subhas fcd; Calcutta.—(Chinglfeput -Tamil Nadir) 
TF 2til5 AM/PM Signal-125 nos; Generators (Solid State); TF 
2171 Digital Synchroniser-30 nos TF 2006 FM/Signal Generators 
(Solid Statc)-15 nos; TF 2006/1 FM Signal Generators Sold 
State 15 nos; TF2361 Sweep Generators-45 nos; TF2333 
MF Transmission Measuring Set-30 nos; OA 2030B (Wide 
Noise Test Set)-30 nos; TF 2330A Waue Analysar- -10 nos; 
TF230 B Carrier Devistion Meter—-75 nos; TF 1245AQ 
Meters- 50 nos—(N A) 

M/s Systronics, 89-92, Industrial Area, Naroda; Ahmedabad 
—(Naroda, Ahmedabad, Gujarat)— UV-Visible Spectrophoto¬ 
meter-100 nos; IR Spectro-Photometer-50 nos; XY Recorders 
-100 nos—nos(NA) 

M/s Kerala State Electronics Development Corpn. Ltd; 
“Keltron House”, Vellayambalam, Trivandrum—(Kerala)— 
Silicon power Rectifiers ft Diodes (less than 30 Amps)-3lakh 
nos; Silicon Power Rectifiers & Diodes (Above 30 Amps) 
20,000 nos—(NU) 

Mr. G.B. Dere, Mg Dir., M/s Standard Capacitors Pvt. Ltd; 
209, Pimpri.Poona—(Ratnagiri-Maharashtra)—'Voltage Grading 
Capacitors for High Tension Circuit Breakers of 90 to 220KV; 
and HighTemion High Frequency Metalized Porcelain Capaci¬ 
tors (30,000/S or more) Total:—6,000 nos P.a—(NA) 

M/s Jayant Metal Manufacturing Co. Pvt. Ltd; 16-Sayani 
Road, Bombay—(Bombay-Maharashtra)—Super Enamelled 
Copper Wire—1,000 tonnes—(SE) 

M/s Ajay Electrical Industries Ltd; 15/1, Asaf AH Road, 
New Delhi—Ropar-Punjab)—Fluorescent Tubes—1.5 Mill, nos 
-(NA) 

M/s Electronics Corporation of India Limited, Industrial 
Development Area, Cherlapalli, Hyderabad—(Hyderabad-Andhra 
Pradesh)—Rod and Tubes for Metal Film, Carbon Film Wire 
Wound and High Megohm Resistors—50,000,000 nos. Subs¬ 
trates for potentiometers—1,000,000 nos. Lugstrips—10,000 nos 
-(NA) 

M/s Philips India Ltd; Shivsagar Estate, Block ‘A Dr.Annie 
Besant Road, Bombay—(Poona— Maharashtra)— Oscilloscopes 
—600 nos—(SE) 

M/s General Electric Co. of India Ltd; Magnet House, 6 — 
Chittaranjan Avenue. Calcutta—(24-Parganas-Wcst Bengal)— 
Flame Proof Air Circuit Breakers upto 660 V, 300A and 
10MVA Rupturing Capacity—500 nos; Flame proof gate and 
boxes upto 660V, 300A—500 nos. Flame proof Air Circuit 
Breakers, 3,3 KV, 350A, 75 MVA rupturing capacity—100 nos 
—(SE) 

Telecommunication 

M/s Philips India Ltd: Shivsagar Estate, Block ‘A’Dr Annie 
Besant Road, Worli, Bombay—(Bombay-Maharashtra)— 
Professional Grade Microphones—6,000 nos—(NA) 

M/s Phillips India Ltd: Shivsagar Estate, Block ‘A* Dr. 
Annie Besant Road, Worli, Bombay—(Poona-Maharashtra)- 
Loud-Speakers—25.40 lakh nos—(SE) 

Transportation 

M/s U.P. Instruments Ltd; Aishbagh Road, Lucknow— 
(Luckow-Uttar Pradesh)—Speedometers—1,00,000 nos—(NA) 
Shri Romesh Dhingra, F-73, Rajoury Garden, New Delhi— 


(Haryana)—Bicycle Rim**-# Bffch ***? Whcd CBpUft 

Assembly—6 lakh sets—(NU) ( , 

Industrial MaeUaery 

M/s General Electric Co. India Ltd; 6-Chittaranjaa Avenue 
Calcutta—(24-Parganas-West Bengal)—Industrial Dust Calico- 

a Equipment consisting of:—Standard Cyclones conMkM 
i Air fcdnvfcying dutt Sc equipment Range <00 to 22400 
M 3/hJ—200 nos. p.a. ‘ybieconfi’ high efficiency ffirohtnd Out 
separator, conipleie Wl(n alt ftyntejftng suet a MllBNiaii 
(Range 650 to 15,300 M 3/h)-2O0 nos. ji-a: ‘T’ tVpbdtf* tilt 
complete tfith air conveying duct and equipment (sitteJew), 
2700, 4700 M 3/h—500 nos p.tl. High Performance Wet 
rator complete with air conveying duct cl equipment (100 to 
500 mm Suction dialogh) 150 nos p.a. Air self cleaning bag 
filters complete with air conveying duct and equipment (range ^ 
8,000 to 42,000 M 3/h)—60 nos. p.a.—(NA) 

M/s Bharat Heavy Plate & Vessels Ltd; B.H.P.V. (P.O,), 
Visakhapatnam—(Visakhapatnam-Andhra Pradesh)—Air Sepa¬ 
ration Plants of different sizes—4 nos. Small Air Sepanation 
Plants to produce oxygen, and pure Nitrogen— 24 nos. 
p.a.—(SB) 

M/s Mafchon Textile Industries Pvt Ltd; Saheb Building, 
4th Floor, 195, Dr D.N. Road, Fort, Bombay—(Bombay- 
Maharashtra)— Crimping Machines—50 nos (each with 96 spin¬ 
dles after expansion) —(SE) 

Mr P. Madhusudhan Reddy, C/o Mr. K. Vasanth Reddy, 
Advocate, Khalilwadi, Nizamabad—(Nizamabad, Andhra Pra¬ 
desh)—Printing ft Writing Paper—3,000 tonnes—(NU) 

Dr. B.B. Paul, Galaxy Apartments Flat No 13, 5th Floor, 
239-A, Byramje Jeejibhoy Road, Bandra, Bombay—(Thana- 
Maharashtra)—Sugar Mill Machinery—1,650 tonnes—(NU) 

M/S K.O. Khosla ft Co Pvt Ltd; ]-Deshbandhu Gupta 
Road, New Delhi—(Ballabharh, Gurgaon, Haryana)—Air Com¬ 
pressor (Above 100 cfm)—1,200 nos; Air Compressor (Below 
107 cfm)-1,500 nos—(SE) 

M/s Ingersoll-Rand (India) Pvt Ltd; 44*Abdul Gaftar Road, 
Worli, Bombay—(Naroda, Ahmedabad, Gujarat)—Air ft Gas 
Compressors ft Dry Vacuum Pumps (5-120 cfm)—3,600 nos; 
High Pressure Compressors (upto 40 cfm)—160 nos; Air Com¬ 
pressors (Lubricated and non-lubricated vacuum pumps (upto 
260 cfm)—500 nos; Air Compressors (260 to 880 cfm)—50 nos; 
Air and Gas Compressors capacity upto 2000 cfm and pressure 
upto 1500psig—225 nos-(SE); New Articles: High Pressure 
Compressors (upto 250 cfm, pressure upto 5000 psig)—50 nos; 
High Pressure Compressors (uto 250 cfm and 3000 psig)—50 
nos; Air Compressors (1000 cfm to 3000 cfm and 150 psig)— 
50 nos; (a) Portable Compressors (upto 360 cfm) Pressure upto 
250 psig—76 nos; (b) Portable Compressors (600 to 900 cfm) 
Pressure upto 250 psig 75 nos—(SL/NA) Total:—4835 not 

Machine Tools 

M/s Seth Enterprises, Meerut Cold Storage Bldg; Delhi 
Road, Meerut—-(Alwar-Rajasthan)—Tungsten Carbide products 
—25 tonnes; Mining Drill Bits—5,000 nos; Mining Drill Rods 
—1 lakh nos—(NU) 

Miscellaneous, Mechanical ft Eagg Indastrios 

M/s Hindustan Development Corpn Ltd; Hindu Family 
Buildings, 27-Sir R.N. Mukherjee Road, Calcutta-West Bengal) 
—Tungsten Carbide Products—84 tonnes; Brazed Tew—2 
lakh nos; Indexable Toot Holders—8 lakh nos; Mining Drill 
Bits—15,000 nos—(NA) ‘ w 

Mr P. Venkatesan, 13/240, Dewan Bahadur Road. Coim¬ 
batore-2—(Tamil Nadu)—Tungsten Carbide Tfn6-30 testates; 
Tungsten Carbide Tipped Tools—1 lakh nos (NU) 
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M/s Dagger Fonts Tools Ltd; First Pokhran Road, Thana 
T-(Thana-Maharashtra)---Gaugcs--*3,000 nos—(NA) 

Fertilizers 

M/s Southern Petrochemical Industries Corpon. Lid; 99- 
Armcnian Street, Madras—(Tulicorin, Tirunclveli, Tamil 
Nadu)—Cryolite—1,600 tonnes; Sodium Silicofluoride— 
3,200 tonnes—(NA) 

Chemicals (other than Fertilizers 

Mh Gujarat Agro-Chem Industries Pvt. Ltd; 33/Q, Alka- 
puri, Baroda^Gujarat)—Lindane—600 tonnes BHC Technical 
—6000 tonnes—(NU) 

M/s Blundell Eomite Paints Ltd; RustomBuilding, 29-Veer 
Nariman Road, Bombay—(Thana-Maharashtra)—Nitrocellulose 
Lacquers—500 tonnes within the total licensed capacity of 

5.300 tonnes of paints, Enamels and Varnislies-~(NA) 

M/s Sarabhai M. Chemicals, Division of M/s S.M. Chemi¬ 
cals & Electronics Ltd; Atoz, Industrial Estate, Ganpatrao 
Kadam Marg, Bombay— (Baroda-Gujrat)—Cycoccl Technical— 

100 tonnes—(NA) 

Mr K.C. Sukumar, M/s Southern Poly-Chemical Industries 
(P) Ltd; 50, 1-Main Road, Raja Annamalaipuram. Madras 
Ranipet. N-Arcot, T-Nadu)—Di-GIycidal Ethers of Bis-Phcnol 
and Resins thereof—300 tonnes—(NU) 

Mrs S.D. Rathi, 6-Pretoria Street, Calcutta-Purlia, 
Burdwan, W-Bengal)—Calcium Carbide -<15,000 tonnes (NU) 

M/s Western India Match Co. Ltd; Indian Mercantile 
Chambers, Nicol Road, Ballard Estate, Bombay--(Ambarnath, 
Thana, Maharashtra)-Sodium, Ammonium Sc Potassium 
Perchlorates—500 tonnes—(SE) 

Mr K.A. Choudhary, Poondla, Bapatala, Guntur' (Guntur- 
Andhra Pradesh)—Malathon Technical -600 tonnes—(NU) 

M/s Century Enka Limited, Bhosari Post, Poona—'Uttar 
Pradesh)—Vinyl Aceiatc Monomer - 5,000 tonnes - (NU) 

M/s Bongaigon Refinery Sc Petrochemicals Ltd; P.O. Bongai 
gaon, Goalpara—(Goalpara-Assam)—Ortho-Xylene -6.000 ton¬ 
nes; Para-Xylene—26,000 tonnes; DMT - 35.000 tonnes - 
(NU) 

M/s Ranjon Properties Sc Enterprises Pvt.Ltd; Exhibition 
Road, Patna— (Palamu-Bihar)--Sulphuric Acid- -16.500 tonne > 
Ferric Alumina—18*000 tonnes Alum (Pure)—6,000 tonnes— 
(NU) 

Mr Anil Kumar, B-31,25, Lanka, Varanasi—(Bulandshahar 
UP)—Sulphuric Acid-16,500 tonnes. Ferric Alunv-20,000 
tonnes. Alum Pure—4,000 tonnes—(NU) 

Mr Ullas Sharma, 30-Pusa Road, New Delhi—(Poona- 
Maharashtra)—Sulphuric Acid—16,500 tonnes. Alumina Fer¬ 
ric—18,000 tonnes. Alum (Pure)- -6,000tonnes- -(NU) 

M/s Shambu Nath Sc Sons Ltd; G.T. Road, Shahabad 
Markanda, Kurukshctra—(Kurukshclra—Haryana)- Sulphuric 
Acid- -33,000 tonnes - (SE) 

M/s D.K. Jhunjhunwala & Co. Pvt.Ltd; Jhunjhunwala Gai- 
den, Ashoka Nagar, Bhubaneshwar-1—Talcher, Dhcnkanal, 
Orissa)--Sulphuric Acid—33,000 tonnes Alum—17,500 tonnes 
Oleum—3,500 tonnes (NU) 

M/s Atul Sc Dyes Chemicals (P) Ltd; 3/9, Desh Banditti 
Gupta Road, New Delhi—(Alwar-Rajasthan)—Sulphuric Acid 
16,500 tonnes Almina Ferric— 16.500 tonnes Alumina Ferric 
(Free)—600 tonnes)— (NU) 

Mr R.L. Bansal, B/6-14, Roop Nagar Delhi --(Colabn- 
Maharashtra)—Electrolytic Manganese Dioxide—6,600 tonnes 
Chemical Manganese Dioxide—6,600 tonnes Zinc Chloride— 

3.300 tonnes Ammonium Chloride—8,250 tonnes—(NU) 

Mr P.C. Jhunjhunwala, Jai Bhawan, Civil Lines, Ram pur— 
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(Rampur-Uttar Pradesh)—Sulphuric Acid—16,500 tonnes Alu¬ 
mina Ferric—9,000 tonnes—(NU) 

Mr S.R. Agarwal, c/o M/s Premraj Girdharilal^ Grand Road 
Puri—(Dhenkanal-Orissa)—Sulphuric Acid—J6,500 tonnes.. 
Alum (Ferric/Non-Ferric)—5,000 tonnes—(NU) 

Mr P.K. Khalawat, C/o Utkar Commercial Corpn., 40-St- 
rand Road, 3rd Floor, Calcutta.—(Calcutta-West Bengal)— 
Sulphuric Acid—16,500 tonnes; Oleum—3,000 tonnes; Alumina 
Ferric—33,000 tonnes—(NU) 

Mr Hari Krishan Gupta, 27/56, Punjabi Bagh, New Delhi 
—(Rohtak-Haryana)—Sulphuric Acid—15,000 tonnes; Alum— 
4,000 tonnes; Ferric Alum—20,000 tonnes—(NU) 

M/s Haryana Chemical Sc Allied Industries, 7-Narindra 
Place, Parliament Street. New Delhi—(Gurgaon-Haryana)— 
Sulphuric Acid 33,000 tonnes; Oleum—6,000 tonnes; Alum 
Ferric—60,000 tonnes—(NU) 

M/s U.P. Ancil Pvt. Ltd; 3/189, Vishnupuri, Kanpur— 
(Kanpur-Uilar Pradesh)—Sulphuric Acid—33,000 tonnes (NU) 
Mr Raman Kumar Aggarwal, Katra H3, Manohar Dass 
Chowk, Calcutta—(Calcutta-West Bengal)—Sulphuric Acid 

—16,500 tonnes Oleum—7,200 tonnes (NU) 

M/s Prabhat Trading & Mfg Co. Pvt. Ltd; 1st Floor, Near 
Union Bank of India, Ulhasnagar—(Koiaba-Maharashtra)— 
Sulphuric Acid 30,000 tonnes—(NU) 

M/s Prcmji Haridas &Co., Bhanushaii Chambers, 168, Sant 
Tukaram Road, Bombay—(Ralasorc, Orissa)—Sulphuric Acid 
—16,500 tonnes Alumina Ferric—16,500 tonnes Alum—4950 
tonnes—(NU) 

M/s Chit pore Golabari Co. Ltd; 8-Clivc Row, Calcutta— 
(Kalyani, Nadia, West Bengal)—Poly tetra-FI uoro-Ethylenc— 
300 tonnes—(NU) 

M/s Cellulose Products of India Lid; P.O. Kathwada-Maize 
Product s, Ahmcdabad —(Kathwada. Ahmedabad, Gujarat)— 
Vinyl Acetate Monomer—2,000 tonnes—(NA) 

Mr Sajan Kumar Pasari, 12-Government Place East, Cal¬ 
cutta—(Mirzapur-Utlar Pradesh)—Lindane—400 tonnes BHC 
Techn icaI -6,000 t onnes™ (N U) 

M,s Atul Products Ltd; P.O. Atul, Bulsar—(Atul, Bulsar, 
Gujarat)—Diuron—400 tonnes; Cl PC— 100 tonnes IPC—50 
tonnes—(NA) 

Drugs Sc Pharmaceuticals 

M s East India Pharmaceutical Works Ltd; 6-Little Russel 
Street, Calcutta—(Durga pur-West Bengal)—Iodochlorophyd- 
roxy-Qtiinoline-200 tonnes—(SE) 

M s Calcutta Chemicals Co. Ltd; 35, Panditja Road, Cal¬ 
cutta—(Calcutta-24-Paraganas, West Bengal)—Diazepam Tab¬ 
lets (5 mg. to lOmg.y— 100 lakh nos. Metrondiazole Tablets 
(200 mg.)—68 lakh nos; Chloropheniramine Maleate Tablets 
(4mg>—200 lakh nos; Triflupromazinc Hydrochloride Tablets 
(5mg. and 10 mg,)-20 lakh nos.—(NA) 

M/s Organon (India) Ltd; 38, Chowringhee Road, Calcutta 
-(24-Paraganas, West Bengal)—Elhisterone, Testosterone Sc 
its Esters, Testosterone Propionate, Methyl Testosterone, 
Progesterone & Salts, Prednisone, Doca/Doc P.P., Destriol 
Succinate—500 Kilograms p.a.—(NA) 

M/s Bengal Chemical & Pharmaceutical Works Ltd; 164, 
ManiDala Main Road, Calcu'ta (Durgapur, Burdwan. W-Ben- 
gal)—Saltscylic Acid—L200 tonnes; Ace:yl Saliscylic Acid 600 
tonnes; Methyl Salicylate—300 tonnes; Salicylaldehyde—100 
tonnes—(N A). 

M/s The Fairdeal C'urpn. (P) Ltd; Lakshmi Building, Sir 
P.M. Road, Fort, Bombay. (Bombay—Maharashtra)—Metroni¬ 
dazole—10 tonnes; Sulphamethoxazolc—5tonnes; Trimethoprim 
—2 tonnes (NA). 

M/s Hindustan Antibiotics Ltd. Pimpri (PF), Poona. (Pimpri, 
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Poona, Maharashtra)—Vials—1,748 lakh nos; Capsules— 

I, 771.64 lakh nos; Tablets—9,275 lakh nos; Ampoules—488 lakh 
nos. Ointment Tubes—1,013 lakh nos. Oral Syrup Bottles— 
805 lakh nos.—(SE). 

Shri S.K Ganeriwalla, C-80 Defence Colony, New Delhi. 
(Haryana)—Pyrazinamide—5 tonnes. Xanthinol Nicotinate—10 
tonnes; Propanolol, Hydrochloride—2 tonnes; (NU). 

M/s Hindustan Antibiotics Ltd; Pimpri P.F. Poona. (Pimpri, 
Poona. Maharashtra)—Gentamycin Sulphate—200 Kgs. (base) 
per annum. (NU). 

M/s Khandelwal Laboratories Pvt Ltd; 79/87, Kalachowki 
Road, Bombay—(Bombay—Maharashtra) -Methyl Dopa 
(Lavo-3-3) (3,4-Dihydroxi Phenyl) 2—2 Methylalamine-10 
tonnes—(NA) 

M/s Searle (India) Ltd; Rail! House, 21, Ravcline Street, 
Bombay—*Thana—Maharashtral—Chlorpheneramine Maleatc— 
5 tonnes: Pheneramine Mleate—5 tonnes; 2-Benzyl Pyridine—5 
tonnes—(NA) 

Mr Hari Krishan Gupta, 27/56, Punjabi Bagh, New Delhi 
—(Rohtak-Haryana)—Paracetamol—30 tonnes; Amodiaquin 
Hydrochloride—20 tonnes—(NU) 

M/sSuneeta Laboratories Pvt Ltd; 502, Arun Chambers, 

J. Dadajee Road, Tardeo, Bombay—(lndore-Madhya Pra¬ 
desh)— New Articles: Paracetamol—48 tonnes; Chloroquine 
Sulphate—12 tonnes. Sub . Expansion: Chloroquine Di-Phos¬ 
phate—54 tonnes—(NA) 

M/s Unichcm Laboratories Ltd; Prabhat Estate, S.V. Road, 
Jogeshwari (W), Bombay—(Bombay-Maharashtra)—Formula¬ 
tions based on bulk drug Hydrochlorothiazide and Hydralla- 
zine Hal, 22 Mill. Tablets—(SE) 

M/s Unichem Laboratories Ltd; Prabhat Estate, S.V. Road, 
Jogeshwari t.W) Bombay—(Bombay-Maharashtra)—Tablets of 
• Propylphenazone Paracetamol and Caffeine—12 mill. nos. p.a 
-(SE) 

M/s Bengal Chemical & Pharmaceuticals Works Ltd; 
6-Ganesh Chander Avenue, Calcutta—(Calcutta-West Bengal)— 
Iodochlorophydroxy Quinoline—100 tonnes; Dapsonc—15 
tonnes—(SE) 

M/s Orient Pharma Pvt Ltd; Old Trunk Road, Pallavaram, 
Madras—(Chi nglep ut-T am i l Nad u)—Br onopol (Chemica 1 ly 
2-Bromo-2-Nitro Propane-1, 3-Diol)— 1.2 tonnes—(NA) 


Ltd; 85, Anna Salai, Madras—(Coimbatore-Tamil Nadt6— 
Cotton Fabrics: Fully Bleached ft Finished—90*00,000 
Metres; Meicerised Fully Bleached ft Finished—45,00,000 
Metres; Dyed (Mercerised)—2,40,00,000 Metres; Dyed (Uii* 
mercerised)—30,00,000 Metres; Roller Printed -90,00,000 
Metres; Screen Printed—30,00,000 Metres —Blended Fabrics! 
Dyed—15,00,000 Metres. Printed—15,00,000 Metres. Ynm 
Dyeing : Cotton Yarn—1.20,000 Kgs; Blended Yarn—30,000 
Kgs—(NU) 

M/s British India Corpn. Ltd; P.O. Box No 5, Kanpur* l— 
(Kanpur-UP)—Wool Tops—16 French Combing Machines— 
(SE) 

MrS.Devraj, M/s Palani Andavar Spinners, 119, C.K. 
Road, Udamalpet—(Coimbatore-Tamil Nadu)—Cotton Yarn 
(in the range of 2s and 20s single as well as folded) suitable 
for bicycle tyre coid, canvas industrial belts, tyre cord and 
fadrics ~(i) 6,000 spindles (ii) 4 looms—(NA) 

Mr A.R. Matoo, Hari < Singh High Street, Srinagar— 
(Srinagar-Jammu & Kashmir)—Crewel Embroidery Yarn 5’s 
Metric Count—44,000 Kgs; All Wool Knitted Yarn of 11-I3's 
Metric Count—58,000 Kgs—(NU) 

M/s Madras Coats Ltd; New Jair Road, Madurai—(Trichur- 
Kcrala)—Readymade Garments—7,50,000 pieces—(NA) 

M/s Union Carbide India Ltd; 5-Parliament Street, New 
Delhi— (Calcutta-West Bengal)—Readymade Garments— 

10,000,000 pieces—(NU) 

Paper & Pulp 

Mr Arun Kumar Bhatia, 48-A, Jor Bagh, New Delhi— 
(Burdwan-West Bengal)--Pulp—5,000 tonnes; Paper ft Paper 
Boaid—5,000 tonnes—(NU) 

Mr Saindas Bhasin, Bhasin Villa, 20(1), Rafi Ahmed 
Kidwai Road, Wadala, Bombay—(Vidisha, Madhya Pardcsh)— 
Writing ft Printing Paper—9,000 tonnes—(NU) 

Mr M.M. Schgal, B4/4, Safdarjang Enclave New Delhi— 
(Mohindergarh, Haryana)—Carbonless Copying Paper/One 
time Carbonising Paper—6,000 tonnes—(NU) 

Mr M. Scshavataram, M/s Kolleru. Papers Ltd; Bheema- 
varam, West Godavari—(EJuri, Godavari (W), A-Pradesh)— 
Writing ft Printing Paper ft Manifold ft Kraft Wrapping 
Paper: (Total 4,500 tonnes)—(NU) 


M/s Ranbaxy Laboratories Ltd; Okhla, New Delhi—(Okhla, 
New Delhi—Chloroquin Phosphate-48* (Tonnes); Ethoxy 
Methylene Malonic—75* tonnes Easter; Cephalexin—10* 
tonnes; *Formutations based on these to extent of 70% of 
the production—(NA) 

M/s Atul Products Limited, P.O. Atul, Bulsar, Gujarat— 
(Atul, Bulsar, Gujarat)-Chlorpropamide-25 tonnes; Tol¬ 
butamide—50 tonnes—(NA) 


Textiles 


Di Sadhuram Agarwal, 153, New Town, Moga, Punjab— 
(Ludhiana, Punjab)—Paper (Corrugating Media andLiner— 
3,000 tonnes—(NU) 


M/s Jain Steels & Alloys Ltd; D-20, Connaught Place, 
New Delhi—(Delhi-Hapur Road, UP)—Kraft Paper—6,000 
tonnes—(NU) 


Mr Dhirendra K. Desai, “ebenezer”, Kaloor Cross Road, 
Cochin—(South Kanara, Karnataka)—Cultural Varieties of 
Paper—6,000 tonnes—(NU) 


M/s Stretchlon Pvt Ltd; Bombay Cotton Mills Estate, Dat- 
taram Lad Path, Bombay—(Maharashtra) - Crimped Nylon 
Socks—5 lakh Dozen Pairs; Knitted Crimped Nylon Fabrics— 
60,000 Kgs—(NU) 

M/s India National Export Corpn. 27-B, Jangpura Exten¬ 
sion, New Delhi—(Delhi)—Outer Wear Knitted Woollen Gar¬ 
ments—60,000 pieces—(NU) 

M/s National Textile Corpn; (Tamilnadu ft Pondicherry) 


Mr P.K. Kanoria, 9-Brabourne Road, Calcutta—(Santhal 
Parganas-Bihar)—Writiting & Priming Paper—6,000 tonnes— 
(NU). 

Mr Krishan Kumar Rungta, P-16, Kalakar Street, Calcutta- 
7—(Nadia or Midnapur, West Bengal)—Cigarette ft Tissue 
Papers—4,000 tonnes—(NU) 

Mr Indranarayan Agarwal, c/o Calcutta Apper&l Pvt Ltd: 
36, Buro Shibtala Main Road, Sahapur, Behata, Calcutta— 
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(Dtoenkangt Orissa)—Writting Sc Printings Kraft Paper, Indus¬ 
trial Paper Sc Tissue Paper—9,000 tonnes— (NU) 

M/s Straw Products Ltd; Nehru House, 4-Bahadur Shah 
Zafar Marg, New Delhi—(Rayaguda, Koraput, Orissa)—Speci¬ 
ality paper including Tissues, M.F. Paper, etc.—13,500 tonnes 
~(SE) 

M/s Jammu Sc Kashmir Industries Limited, Srinagar, Kash¬ 
mir—(Baramulla, J Sc K)—Kraft Paper, Sack Kraft, Speciality 
Orade Papeis and Surface sized-Multi-Litho and Offset Papers 
—30,000 tonnes—(NU) 

Fermentation Industries 

M/s Shaw Wallace Sc Co Ltd: 4-Bank Shall Street, Calcutta- 
1—(Hyderabad-A.P.) — Grape Brandy, Wines, Malt Whisky and 
Other Liquors (NFL)—6,50,000 litres—(SE) 

Mr J.N. Agarwal, M/s Indodan Milk Products Ltd; 138/ 
141, Govt. Industrial Estate, Kandivli (W), Bombay—<MuzafTar- 
nagar-U.P.)—Baker's Yeast—1,000 tonnes; Brewer’s Yeast-- 
500 tonnes; Pharmaceutical Grade Yeast—100 tonnes—(NU) 
Food Processing Industries 

MrN. Dasgupta (Stainco Industries) 8-Hcmkunt, New 
Delhi-48—(Purulla, West Bengal)—Milk For Infant—1,500 ton¬ 
nes; Skim/Whole Milk Powder—2,500 tonnes; Condensed Milk 
1,500 tonnes—(NU) 

Mr K.V.S. Suryanarayana, Managing Director: M/s 
Andhra Pradesh Dairy Development Corpn (P) Lid; Lalapct, 
Hyderabad -(Guntur-Andhra Pradesh)—Whole Milk Powder 
or Bady Foods or Skimmed Milk Powder—2,000 tonnes; But- 
(ei or Ghee—1,000 tonnes; Casein--100 tonnes; Sweetened 
Condensed Milk—500 tonnes; Cheese.300 tonnes—(NU) 

M/s Andhra Pradesh Dairy Development Corpn Pvt Ltd; 

Lalapet, Hyderabad—(Hyderabad-Andhra Pradesh)-Whole- 

Milk Powder—1,500tonnes; Baby Foods—1,500 tonnes; Skim 
Milk Powder—l,500 tonnes; Butter—400 tonnes; Ghee—500 
tonnes; Sweetened Condensed Milk—500 tonnes; Cheese—300 
tonnes—(NU) 

M/s Meghalaya Industrial Development Corpn Ltd; Room 
No 413, Addl Civil Secretariat Building, Shillong-1 —(Khasi 
Hill, Meghalaya)—Canned Meat—11,250 M.T; Leather— 
1,50,000 M.T—(NU) 

M/s Sundatta Foods Sc Fibres Ltd; Karwar Road, Hubli— 
(Hubli, Dharwar, Karnataka)—Liquid Glucose—40 tonnes; 
Dextrose—30 tonnes Specially Modified Starches—30 tonnes 
Pure Starches (for food) 20 tonnes; Maize Oil—8 tonnes; Glu¬ 
ten—25tonnes: Com Steep Concentrates—15 tonnes; Hydol 
(Corn Sugar Molasses—2 tonnes; Cattle Feed—20 tonnes—(NA) 

Mr Saif-U-Din, Prop: Saifeo Roller Flour Mills, Rural In¬ 
dustries Project Area, Pampore, Anantnag—(Ananlnag, Sri¬ 
nagar, J&K)—Wheat Products—30,000 tonnes—(NU) 

Vegetable Oils Sc Vanaspathi 

Mr Jai Dev Singh, Saig, Mg Director, M/s Advance oils Pvt 
Ltd; Mandi No l, Abohar, Fazilka, Punjab—(Abhar, Fazilka, 
Ferozpur, Punjab)—Cotton Seed Oil—20,000 tonnes—(NU). 

Cement and Gypsum Products 

Mr Ravi Sikri, B-18, Maharani Bagh* New Delhi (M/s 

baftbrn jqtyto mvt 


Rassik(P) Ltd)—(Delhi)—Furniture Units—4,25,000 Units— 
—(NU) 

Change in Names (Owners or Undertakings)* 

(Information pertains to particular licences only) 

From M/s American Spring Sc Pressing Works Pvt Ltd to 
M/s American Spring Sc Pressing Works Limited. 

From M/s Rajrishi industries Ltd to M/s Rishi Gases Private 
Limited. 

From M/s Bristol Boats Pvt Limited to M/s Bristol Boats 
Limited. 

From M/s Sundarshan Chemicals Industries Private Ltd; 
Poona to M/s Sundarshan Chemical Industries Ltd; Poona. 
From M/s Laxmi Industries, Bombay to M/s Maharashtra 
State Oil Seeds Commercial Sc Industrial Corpn Ltd. 

From M/s Southern Electrodes Private Limited to M/s 
Southern Electrodes Ltd. 

From M/s Electra (India) Pvt Limited, Meerut to M/s Electra 
(India) Limited. 

. From M/s Jeetmull Jaichandlal to M/s Jeetmull Jaichandiali 
Pvt Ltd; Calcutta. 

From M/s New Era Hindustan Woollen Mills, Ludhiana to 
M's New Era Woollen Mills, Ludhiana. 

From M/s Anil Wool Combers; Ludhiana to M/s Anil 
Woo! Comber Pvt Ltd; Ludhiana. 

From M/s Gujarat Tyres Ltd; New Delhi to M/s Gujarat 
Tyres Ltd; Ahmcdabad. 

From M/s Drillco Metal Carbides Private Limited to M/s 
Drillco MetalJCarbide Limited. 

From Mr P. Velayudhan, Anna Nagar, Madras to M/s 
East Coast Leathers Pvt Ltd; Madras. 

M/s Dayapore Tea Co Ltd; Calcutta to M/s Rasoi Vanas- 
pati & Industries Ltd; Calcutta. 

From M/s Hindustan Tin Works Private Limited to M/s 
Hindustan Tin Works Limited. 

Licences Revoked, Surrendered or Cancelled 

(Information pertains of particular licences only) 

M/s Hindustan Auto Corpn Bombay—Engine Valves— 
(Cancelled) 

Mr C.S. Sanghavi, Poona—Vitrified Ceramic Floor Tiles— 
(Revoked). 

M/s Ram Steel Tubes Pvt Ltd; Delhi—Steel Pipes & Tubes 
—(Cancelled) 

Letters of Intent Revoked or Surrendered 

(information pertains to particular letters of intent only) 

Mrs Swapna Mukhurji, (Wife pf Mr Partha Mukherji); 
Calcutta—(West Bengal)—Electrolytic Managanese Dioxide— 
(Lapsed) 

M/s Himachal Pradesh Mineral Sc Industrial Develpment 
Corporation Limited, Simla—(Himachal Pradesh)—HT Insula¬ 
tors.—(Cancelled) 
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M/s Modern Textiles, Calcutta—(Maharashtra)—Aluminum 
Cops—(Lapsed) 

Mr N.K. Rajgarhia, Calcutta—(Andhra Pradedsh/Rajas- 
than)—Glass Filament Yarn, Roving, Chopped Stranded Mats 
and Insulating Mats from Waste Yarn—(Lapsed) 

MrNarpat Bhandari, Calcutta—(Uttar Pradesh) Electronic 
Desk Calculators—(Cancelled) 

M/s Saru Smelting Pvt Ltd Meerut—(Uttar Pradesh)— 
Fourdrinier Wire Cloth—(Lapsed) 

M/s Andhra Pradesh Industrial Development Corporation, 
Hyderabad—(Andhra Pradesh)—Tape Recorders—(Cancelled) 

M/s Chemicals & Resins Pvt Ltd; 85, Annie Besant Road: 
Worli, Bombay—(Maharashtra)—Pentacrythritol A Acetal¬ 
dehyde—(Cancel led ) 

M/s Kothari A Sons, Kothari Building, Madras—(Gujarat) 
—Electronic Components; Viz. Tantalum Solid Pellet of Foil 
Type Electrolytic Capacitors—(Cancelled) 

The Secretary to the Govt, of Madhya Pradesh, Industries 
Department, Bhopal—(Madhya Pradesh)—Industrial Gases— 
(Cancelled) 

The Secretary, Industries Department, Union Territory of 
Delhi—(Delhi)—Indu st ria 1 Gases—(Cancelled) 

The Secretary to the Government of Punjab, Industries 

Department, Chandigarh—(Punjab) Industrial Gases— 

(Cancelled) 

The Secretary to the Govt, of UP., Industries Deptt., 
Kanpur—(Uttar Pradesh) - Industrial Gases—(Cancelled) 

The Secretary to the Govt, of HP, Industries Department, 
Simla—(Himachal Pradesh)—Indusirial Gases—(Cancelled) 

The Secretary, Industries Department, Union Territory of 
Pondicherry, Pondicherry—(Pondicherry)—Industrial Gases— 
(Cancelled) 

The Secretary to the Govt, of UP, Industries Deptt., Kan¬ 
pur—(Uttar Pradesh)—Industrial Gases—(Cancelled) 

The Secretary to the Govt, of AP, Industries Department, 
Hyderabad—(Andhra Pradesh)—Industrial Gases—(Cancelled) 

Mr Ashok Khanna, 759, Sector 8-B, Chandigarh—(Punjab) 
—Midget Electrodes—(Expired) 

M/s Durgapur Chemicals Ltd; 6-Little Russel Street, Cal¬ 
cutta-16—(West Bengal)—Dioctyl Phthalate and Dibutyl Phtha- 
late Plasticisers—(Cancelled) 

M/s Nuchem Plastics Ltd; Project Division, New Delhi—- 
(Haryana)—Glass Filament, Yarn, etc —(Cancelled) 

Mr A.C. Jain, 20/a, Asaf Ali Road, New Delhi—(Andhra 
Pradesh)—Industrial Chains—(Cancelled) 

Mr Banwari Lai Dalmia, Shree Shankcr Industries, Cal¬ 
cutta-1—(West Bengal)—Oxygen & Dissolved Acetylene 
Gases—(Cancelled) 

M/s Hindustan Bobbin Industries, 35, Canal East Road, 
Calcutta—(West Bengal)—Densified Solid And Laminated 
W ood^(Ca nceiled) 

EASTERN 


M/s Madras Oxygen A Acetylene Co lAd; 6*Sara^tmbal 
Street, Madras-17—(Tamil Nadu)—Nitrogen Gas—^Lapsed) 

M/s Calcutta Steel Co Ltd; 4-Old Court House Street, 
Calcutta—(West Bengal)—Iron A Steel Casting$^(CancetIed) 

MrAlok Mandclia, Century Bhavan, Dr Annie Besant 
Road, Worli, Bombay—(Maharashtra)—Electrolytic Manganese 
Dioxide—(Lapsed) 

Mr Shew Bhagwan Goenka, IA, Alipur Avenue, Calcutta— 
(Madhya Pradesh)—Maleic Anhydride—(Cancelled) 

M/s Pradeshiya Industrial A Investment Corporation of 
UP Ltd; Lucknow—(Uttar Pradesh)—Starch Glucose, etc*— 
(Cancelled) 

Mr S. Seshadri, C/o M/s International Machines Ltd; 
Madras-4—(Ultar Pradesh)—Typewriters—Cancelled) 

Mr K D. Biswas, Mg. Dir., Dhakuria Engineering Works 
(P) Ltd; Calcutta—(West Bengal)—Rock Roller Bits—(Can¬ 
celled) 

M/s Bhavnagar Vegetable Products Ltd; Hhavnagar— 
(Gujarat)—Oxygen Gas (By-products)—(Cancelled) 

M/s UP State Industrial Development Corporation Limited, 
Kanpur—(Uttar Pradesh—Not indicated—(Lapsed) 

Mr Lalit M. Mehra, 12-B, Golf Links, New Delhi— 
(Haryana)—Shock Absorber—(Closed) 

M/s Dhruva Woollen Mills Pvt Ltd; Bombay—(Uttar Pra¬ 
desh) -Plastx Film Capacitors—(Cancelled) 

M/s Crescent Agencies (P) Ltd; 27/33, Medows Street, 
Fort, Bombay-1—(Maharashtra)—Engine Valves—(Cancelled) 

M/s Vishnu Industrial Enterprises Ltd; 11-Moti Bhavan, 
Kanpur—(Uttar Pradesh)—Oxygen Gas.—(Cancelled) 

Mr S. K. Saraogi, 5-Lower Rawdon Street, Calcutta— 
(West Bengal)—Nickel Cadmium Batteries—(Lapsed) 

M/s Jaydeep Electronics 195, Sarikey Road, Bangalore*— 
(Karnataka)—Micro Motors—(Lapsed) 

Mr K.S. Nevatia, Mg. Dir., M/s Zenith Steel Pipes Ltd; 
195, Churchgate Reclamation, Bombay—(Maharashtra)—High 
Frequency Tube Welding Units—(Cancelled) 

M/s K.N. Patel, Vikrama Electronic Co; Advani Chamber, 
Fort, Bombay—(Gujarat)—Magnetic Tape—(Lapsed) 

M/s Karnataka Capacitor Manufacturing Corporation, 
Bangalore—(Karnataka)—St yroflex Capacitors, Polyster Film, 
etc.—(Lapsed) 

M/s The Indian Cables Co Ltd; 9-Hare Street, Calcutta-lf- 
(West Bengal)—Magnetic Tapes- (Lapsed) 

Lala Shri Dhar, 20-Ballygunge Park Road; Calcutta— 
(Maharashtra)—Spindle Inserts- (Cancelled) 

Mrs Shashi Balkrishan, 74-Marine Drive, Bombay—* 
(Gujarat)—Nickel Silver Strips—(Cancelled) 

M/s Hindustan Wire Products, Factory Area, Patiala— 
(Punjab)—Diamond Wire Drawing Dies—(Cancelled) 
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STATISTICS 


Growth in 
Irrigation 
potential 

In a predominantfy agri¬ 
cultural economy like ours, 
the essential point is to ensure 
adequate supply of all the 
necessary inputs to the land. 
Of them, water is undoubtedly 
the most important. Water, 
besides being the substance of 
all life, can also cause havoc. 
Paucity of water or super 
abundance of it is equally des¬ 
tructive. 

It is ofm remarked that in 
our county there are cither 
droughts^ floods. The rainy 
season h India lasts for about 
four ninths in a year, mostly 
betwee June.and September. 
Often they are erratic in 
qualify, incidence and dura¬ 
tion. Sometimes they arc 
delayed also. In years of scanty 
rainfall, severe droughts occur, 
if the excess water is stored 
without allowing it to go waste, 
it can be used when needed to 
irrigate fields. 

Water Storage 
For most people living in 
cities water is stored in 
municipal tanks for use as and 
when desired. The principle 
behind irrigation is not very 
different. Here water is stored 
on a much larger scale in 
reservoirs created by building 
dams across rivers. The pur¬ 
pose of irrigation, therefore, is 
to ensure steady supply of 
water to fields. Another point 
to be noted here is that the 
new techniques adopted in our 
country to improve agricul¬ 
tural production-call for abun¬ 


dant use of chemical fertilisers. 
These fertilisers need a steady 
supply of plenty of water with¬ 
out which they cannot be 
effective. 

While due importance has 
always been given to irrigation 
in our five-year Plans, recurr¬ 
ing droughts have focussed 
attention on the need to accele¬ 
rate the pace of development 
of irrigation. Therefore, 
efforts have been stepped up 
since the end of the third Plan 
in 1966. 

Three Categories 

Irrigation projects arc 
classified into three categories, 
namely, major (costing more 
than Rs 5 crores); medium 
(costing between Rs 25 lakhs 
and Rs 5 crores on plains and 
between Rs 30 lakhs and Rs 5 
crores in hilly areas); and 
minor (costing less than Rs 25 
lakhs on plains and Rs 30 lakhs 
in hilly areas). It is estimated 
that the major and medium 
schemes have an ultimate 
potential of irrigating about 
5.7 crorc hectares. Presently, 
we have created a capacity to 
irrigate 2.18 crore hectares 
through major and minor 
schemes. In 1950-51, wc 
had 97 lakh hectares under 
major and minor irrigation 
schemes, which had gone up 
to 1.61 crore hectares by the 
end of the third Plan (1965-66). 
It is anticipated that the total 
irrigation capacity by 1978-79 
will be 2.71 crore hectares. 

In the first three five-year 
Plans, i.e., between 1951 and 
1966, about 500 major and 
medium irrigation projects 
were taken up for implementa¬ 
tion. Work on 60 major and 
157 medium schemes continued 
in the fourth Plan which 
commenced in 1969. During 
the fourth Plan period. 18 
major and 59 medium irriga¬ 
tion schemes were approved. 


Due to upward revision of 
earlier estimates, 3 medium 
schemes were categorised as 
major schemes. Thus, during 
the fourth Plan period 81 major 
and 213 medium schemes, 
were under implementation. 
Of these, 6 major and 58 
medium schemes were 
completed. Thus, 75 major 
and 155 medium schemes arc 
continuing in the fifth Plan. 
The progress achieved since 
1966 is particularly impressive 
because the additional irriga¬ 
tion potential of 52 lakh hec¬ 
tares created during the period 
is nearly 80 per cent of the 
potential created in the first 
15 years of planned develop¬ 
ment. 

Two-Fold Increase 

Irrigated land under all crops 
has increased two-fold to a 
level of about 45 crore hectares. 
Increasing utilisation of ground 
water resources through tube- 
ivells and pumpsets. mainly 
with the help of institutional 
credit and investments by far¬ 
mers themselves, has proved to 
be a significant development 
in irrigation. Ground water 
development has received 
considerable impetus. The 
number of shallow tubewells 
went up from 2.45 lakhs in 
1968-7910 7.82 lakhs in 1973-74 
The number of pumpsets (both 
electrically operated and diesel 
operated) is estimated to have 
gone up to 41.93 lakhs in 
1973-74 from 16.11 lakhs in 
1968-69. 

In the ‘Twenty Point Eco¬ 
nomic Programme' announced 
by the prime minister in July 
this year, high perioritv has 
been accorded to irrigation. 
According to this programme 
an additional 50 lakh hectares 
of agricultural land is to be 
brought under irrigation by 
the end of the fifth Plan. 

in terms of outlay on irriga¬ 
tion and utilisation of the ca¬ 
pacity created, the investment 
made in the past nine years has 
surpassed the investment in 
the preceding fifteen years. 
The financial outlay on major 
and medium irrigation sector 
between 1951 and 1966 was 
Rs 1,336 crores. The outlay 
during the last nine years i.e., 
between 1966 and 1975 amoun¬ 
ted to Rs 1,682 crores. A con¬ 
siderable part of this outlay 


was spent on ongoing projects 
which will bring substantial 
benefits during the fifth Plan 
period. This Plan envisages 
an additional capacity of 
62 lakh hectares of which a 
capacity of 55 lakh hectares 
will accrue from ongoing 
schemes. 

Out of a total of 188.1 
thousand crore cubic metres 
of water available in the rivers 
in our country, only about 
56.7 thousand crore cubic 
metres can be utilised through 
major and medium irrigation. 
At the beginning of the firs** 
Plan, only 9.35 thousand crore* 
cubic metres were being utili¬ 
sed. At the end of the third 
Plan it rose to 15.2 thousand 
crore cubic metres representing 
an increase of 5.85 thousand 
crore cubic metres in 15 years. 

In the last nine years, the 
utilisation has gone up to 20.5 
thousand crorc cubic metres; 
which means a further increase 
of 5.3 thousand crore cubic 
metres. Many major projects 
involving high technical skill 
have been completed in the 
past nine years. 

Unutilised Potential 

At the end of the third 
Plan, about 15 lakh hectaresi)f 
the irrigation potential crea¬ 
ted remained unutilised. Consi¬ 
dering the large investment 
made, it was essential that 
there should be very little 
gap between creation of 
potential and its utilisation. 
One of the measures under¬ 
taken by the government of 
India in this regard is the sett¬ 
ing up of command area autho¬ 
rities for many major schemes 
to coordinate the activities of 
several disciplines involved in 
the rapid utilisation of the 
irrigation potential. The fifth 
Plan envisages setting up of 
command area authorities for 
50 major projects covering 
1.6 crore hectares. 

Measures to increase irriga¬ 
tion capacity in the country 
were discussed at the Con¬ 
ference of State Ministers of 
Irrigation held in July this year. 
At the conference, important 
decisions were taken which 
would go a long way. in achiev¬ 
ing the irrigation targets and 
deriving optimum benefits 
from irrigation facilities for the 
production of food and fibre. 
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The conference made some 
important recommendations. 
It suggested the setting up 
of water rates review trends in 
states for dealing with the 
rates to be charged for utilising 
water from irrigation projects. 
It recommended the setting 
up of monitoring cells at pro¬ 
ject and state levels. The 
conference called upon central 
and stale governments to try 
and complete as many unfini¬ 
shed projects as possible and 
fixed a maximum duration of 
five years for projects costing 
*up to Rs 30 crores and five to 
'ten years for bigger schemes. 

It was also decided that all 
necessary inputs would be pro¬ 
vided in accordance with 
project-wise targets. Formula¬ 
tion of an operational pro¬ 
gramme for supply of water in 
command areas of major irri¬ 
gation projects for maximising 
the benefits from available 
waters was also recommended. 
Economy in project costs, 
improvement of financial 
returns from irrigation projects, 
flood zoning and command 
areas development were other 
aspects on which guidelines 
were adopted. 

^ Many of our rivers flow 
through two or more states. 
Naturally, while planning and 
using the waters of these rivers, 
differences do arise between 
state governments. Persistence 
of such differences leads to 
delay' in the growth of irriga¬ 
tion potential. Wherever 
possible, differences between 
states are resolved with the 
help of the central government. 
In the past nine years many 
longstanding differences have 
been resolved. 

Inter-State Disputes 

Where it was not possible to 
resolve differences by negotia¬ 
tions, tribunals were set up 
under the Inter-State Water 
Disputes Act, 1956. They 
included tribunals to resolve 
disputes over the Narmada, 
Godavari and Krishna waters. 
With the good offices of the 
union government, however, 
an agreement was reached 
amongst the concerned states 
for a minimum programme of 
projects (4 in Gujarat and 4 in 
Madhya Pradesh) that could 
be undertaken in the Narmada 
basin without prejudice to the 


claims of the states before the 
Narmada Tribunal. Efforts 
are similarly being made for 
taking up projects in the Goda¬ 
vari basin also. 

The Central Water Commis¬ 
sion is a vital adjunct of the 
Department of Irrigation and 
is the premier technical or¬ 
ganisation in the country in 
the field of water resources 
development. It has played 
a pivotal role in the research 
on multipurpose river valley 
projects. Besides undertaking 
design work for a large number 
of projects in various states, 
the commission has rendered 
valuable assistance to several 
projects in foreign countries 
such as Afghanistan, Bhutan, 
Indonesia, Laos, Nepal, 
Nigeria and Sri Lanka. In 
order to make an organised 
effort to make available to 
various developing countries 
the expertise and technical 
knowledge built up in India in 
the fields of irrigation, water 
development and power, an 
organisation named the 
Water and Power Develop¬ 
ment Consultancy Services 
(WAPCOS) was set up in 
June 1969. It provides en¬ 
gineering and related technical 
services for the development 
of water and power resources 

Closely Linked 

Closely linked with irriga¬ 
tion is the question of floods. 
Just as too little water is bad 
for crops, too much also des¬ 
troys them, rtoo^ls cause con¬ 
siderable loss of property and 
life and suffering and misery 
to a large number of people. 
Before Independence, flood 
protection measures comprised 
mainly embankments and had 
been implemented to benefit 
an area of 30 lakh hectares. The 
The devastating floods of 1954 
demonstrated the inadequacy 
of these measures. A pro¬ 
gramme of flood control on a 
countrywide basis was imme¬ 
diately Launched and till 
the end of the third Plan, an 
expenditure of Rs 143 crores 
had been incurred. 

As against this, the outlay in 
the past nine years has amoun¬ 
ted to about Rs 250 crores, 
which is substantially more 
than the outlay in the entire 
preceding period. The money 
has been utilised not only for 


providing protection fcoaew 
areas affected by floods but 
also for strengthening the 
works already constructed. An 
additional area of 27 lakh 
hectares has benefited by the 
works undertaken during this 
period. This brings the total 
area protected to about #1 lakh 
hectares. Besides flood control, 
particular attention has also 
been paid to flood forecasting. 
This helps in alerting the areas 
likely to be affected by floods 
well in advance and to take 
timely rescue and relief opera¬ 
tions. The flood forecasting net¬ 
work now covers most of the 
flood-prone rivers in t he country. 

Flood Control 

The organisation for plann¬ 
ing and implementing of flood 
control measures has been 
strengthened in more flood- 
prone river basins in the past 
six years. For the Ganga 
basin which extends over a 
number of slates, the centre 
has set up the Ganga Flood 
Control Commission to pre¬ 
pare a comprehensive plan of 
flood control 

For enabling the state 

governments to accelerate 

the flood control programme, 
special financial assistance 

amounting to about Rs 42 
crores has been provided by 
the centre to the states of 
Assam, Bihar, Orissa, Uttar 
Pradesh and West Bengal. An 
assistance of Rs 5.6 crores was 
also provided to the Kerala 
state for speeding up the 
anti-sea erosion measures. 

Thus, India has acquired 
considerable experience in 
planning, implementation and 
performance of flood control 
measures in the last two de¬ 
cades. It is now felt that the 
lime is ripe to review the posi¬ 
tion and see how full use of the 
country’s rich experience can 
be made besides profiting from 
the experience. It has, there¬ 
fore, been proposed to set up 
a National Commission on 
Floods to make a comprehen¬ 
sive review and suggest con¬ 
trol measures that should be 
undertaken in different parts 
of the country in future. 

Among projects, special 
mention must be made of the 
Farkka project which attained 
fruition in April this year. 
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The Calcutta Port ft§§>Jbr 
centuries occupied a 
position in the 'temj&c 
growth of the hinterland ind 
promotion of India's maritime 
trade. With the Ganga^lift¬ 
ing its course away {torn 
Bhagi rathi-Hooghly over the 
last 250 years or so the riverine 
approaches to the 'port have 
deteriorated rendering port 
activities more and more diffi¬ 
cult. The Farakka Barrage 
Project was conceived a cen¬ 
tury ago as an answer to this 
problem. This marks the ful¬ 
filment of a long cherished 
dream and represents a very 
successful undertaking com¬ 
pletely based on Indian ex¬ 
pertise and resources. Bangla¬ 
desh also shares the waters of 
the Ganga, and the Farakka 
issue had been a matter of dis¬ 
cussion with erstwhile Paki&lan 
for many years. The operation 
of the Farakka Barrage Project 
was greatly facilitated with the 
emergence’ of Bangladesh as a 
friendly neighbour. With the 
commissioning of the Farakka 
Barrage Project the naviga¬ 
tion of the Calculiu port will 
improve. Besides, the project 
has established a through 
communication by rail and 
road between the northern and 
southern parts of West Bengal, 
it has also solved the problem 
of water supply to Calcutta 
and its environs. 

See Erosion 

Very little had been done 
before 1947 for checking sea 
erosion which is of a serious 
magnitude in Kerala affecting 
about 320 kms of the coast¬ 
line of the state. Measures 
were initiated at the end of the 
first Plan to stem the sea 
erosion. By the end of the 
third Plan a length of about 
65 kms had been protected 
with an outlay of Rs 6.5 
crores. With the stepping up of 
the outlay on anti-sea erosion 
measures in the past nixie 
years, nearly an equal length 
of additional coast-line of 
about 60 kms has been pro¬ 
tected, bringing the total 
protected length to about 125 
kms. About Rs 13 crores as 
against Rs 6*5 crores till 1966 
have been spent during the 
period for providing protec¬ 
tion to new areas and stabilis. 
ing the existing works. 
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mCHEN Guar Meal 
a high protein cattle feed 
if given to our milch animals 
can make our country 
self-sufficient in milk 


Malnutrition in its various forms is one of 
our country's pressing problems. Protein 
deficiency is proverbial and wide-spread. 
This is because the per capita availability 
of milk is only about 150 ml per day as 
against the basic minimum requirement 
of about 560ml. If all the Guar of approxi¬ 
mately 2 lac tons per year produced in 
the country is processed to separate its 
constituents into Gum and high protein 


Guar meal, the former can earn consider¬ 
able foreign exchange and the latter 
could solve the protein deficiency. Guar 
meal has approximately 92% digestive 
nutrients and 45% proteins. It has higher 
food value than Guar.itself and can be fed 
as such or mixed with grass, hay or husk, 
churi, bran or oil-cake. It not only in¬ 
creases the milk yield but also makes the 
animals healthy and stronger. 


Hindustan Gum & Chemicals Ltd., Bhiwani, are producing Guar meal as a 
nutritious cattle feed. 



HlCHEM 


REGD. TRADE MARK 
Please send your orders or 
enquiries for Guar meal to: 

Hindustan Gum 
& Chemicals Ltd., 

fiiria Colony, Bhivtani (Haryana) 
Phont: 61 • Gram: HlCHEM* 
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Use SEYM* 
Insecticide and set a 
hamper harvest 
this season! 

SEViN is a versatile Safer to use even closa 
carbaryI insecticide. to picking time. 

It provides excep* Protect your vegetables 

tionally wide spectrum with SEVIN insecticide, 
insect control-over available in various 
180 pests of 100 formulations—dusts 

important crops. and wettable powders. 

Bet ter protection, Maher yWd i 

UNION CARBIDE INDIA LIMITED 

Agricultural Products Division 

Ahmtdabad • Bangalore • Bhopal • Delhi • Guntur • Indore 

Jullundur • Patna 

SEVINO and SEVIMOL* are the registered trademarks of Union 
Carbide Corporation. U.S.A. 
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Not long ego it was being said that Mr T.A. Pei was not exactly oversowing with 
enthusiasm for his colleague Mr C. Subramaoiam’s plans for acquiring “sick” textile 
mills for the public sector. It was therefore not quite fair that things so happened 
eventually that Mr Pai in fact had to accept ministerial responsibility for running the 
National Textile Corporation (NTC). It must he said to the credit of Mr Subram&niam 
however that he never lacked arguments for making the worse appear the better cause. 
His con! ention was that the high moral standards of public sector economics which should 
be governing the operations of the NTC would ensure that this corporation could and 
did discharge a social responsibility generously by producing cloth for mass consump-** 
tion and selling it at prices which even the poorer and more vulnerable sections of the 
communit y could afford, Mr Subramaniam in fact considered the NTC as a vital piece 
of equipment in the vast production and distribution machinery that was to be set up . 
largely in the public sector for making essential supplies available to the pubic in ade¬ 
quate quantity and at fair prices. It is therefore not a little ironical that the latest 
package of government policy measures for the textile industry should have as one of 
its major particulars the exempting of mills run by the NTC from the obligation to 
manufacture controlled cloth. 

The government of course did not have much of a choice. Stocks of controlled cloth 
have been accumulating with the mill industry as a whole and the NTC mills were, by 
definition, the least able to bear the burden of unsaleable cloth stocks. Were t hey to be 
forced t o continue to be in business in this manner, it would not be long before the NTC 
collapsed. The government has therefore permitted these mills to suspend the produc¬ 
tion of controlled doth for a period of one year but it has indicated that, should the 
clearance of accumulated slocks make satisfactory progress in the meanwhile, the milhf^ 
concerned might be asked to resume the production of controlled cloth earlier. 
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Having decided to give this relief to the NTC mills, the government has had to show 
some consideration also to the private sector in the textile industry which too has been 
affected by the accumulation of controlled cloth besides being hit more generally by the 
recessionary trends in the textile market. Here the government has acted most grudging¬ 
ly. Although it admitted that the controlled cloth obligation imposed a loss of about 
80 paise per metre on every textile mill, the government has extended the exemption 
regarding production of controlled cloth only to a few mills which had been identified as 
being financially weak on the basis ofthe carry-over losses in their 1974 balance-sheets or 
subsequent ones. It is being pointed out in the textile industry that this is an arbitrary 
criterion since it is during the period from October 1974 to September 1975 that losses 
on account of controlled cloih had been considerable and widespread in the industry. 
It is pleaded consequently that the exemption should be given on a more liberal basis to 
mills in the private sector. Quite possibly this is a point which the Textile Commis¬ 
sioner may be persuaded to give thought to. 

The basic question, however, is whether the controlled cloth scheme really serves 
any useful social purpose at all. Such evidence as there is surely encourages a negative 
answer. Even the NTC mills have been hindered rather than helped by their controlled 
cloth obligations. The difficulties created for the handloom industry liave been even 
more pronounced. Where the economics of the cotton textile industry as a whole is con¬ 
cerned, the controlled cloth scheme has been amongthc most harmful features of govern¬ 
mental intervention. It has contributed to the slowing down of rationalization or 
modernization. It has imposed unreasonable handicaps on the more efficient or pro¬ 
ductive mills which have also been among the more prominent units ofthe export-oriented 
sector of the industry. It has been seen in recent years that the controlled cloth 
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scheme had neither prevented infla¬ 
tionary trends in cotton textile prices as 
a whole nor helped in the production of 
varieties of cloth which had been readily 
saleable to the poorer sections of the 
people at prices they could afford. The 
scheme, moreover, has also created spe¬ 
cial problems on the distribution side and 
every effort made by the government to 
introduce special official or semi-official 
or co-operative agencies into the picture 
has always failed to serve the consumer 
efficiently. 

This journal normally does not expect 
■ to draw support or sustenance for its 
arguments from the views of such people 
as Mr Dange, who, to put it mildly, is 
not one of those people whom it could 
regard as being like-minded. This, how¬ 
ever, need not prevent it from acclaiming 
Mr Dange’s recent declaration that it is 
a scandal to impose the controlled cloth 
scheme on the mills. Mr Dange at least 
realizes that by forcing mills to produce 
at a loss, the scheme serves neither the 
genuine interests of the consumer nor the 
legitimate interests of the worker. The 
industry cannot indefinitely be forced to 
accumulate deficits. It is therefore de¬ 
manding that, should the scheme be con¬ 
tinued, at least the prices should be raised 
so that the mills would be able to recover 
their costs. Mr Subramaniam has tried 
to counter this plea by contending that, 
if the prices of controlled cloth were rai¬ 
sed, it would depress the demand further. 

This may be true enough but then the 
government should at least be prepared to 
pay the price of the controlled doth 
Scheme—if they arc keen on maintaining 
it-—*by reducing the excise duly on this 
variety of cloth and passing the relief 
back to the mills. This is a proposition 
which the Finance minister may not be 
able to avoid dealing with sooner rather 
than later. Meanwhile the government 
has promised an increase in the prices of 
controlled varieties of dhotis and saris 
made by the mills. These increases arc 
to be based on the findings of an official 
investigation of costs to be completed 
within two months; 

The government’s package plan for the 
cotton textile industry includes the setting 
up of a special ceil in the Industrial Deve¬ 
lopment Bank of India for processing the 
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requests for loans for modernization. It 
has been indicated that sick mills and the 
mills under the NTC will have a preferen¬ 
tial claim on the funds for modernization 
to be made available by nationalized 
banks. The government will guarantee 
the loans extended by the banks to the 
mills belonging to the NTC for the pur¬ 
pose of modernization. The government 
will probably have to spell out this part 
of their proposals in much greater detail 
before a clear picture is visible of the 
facilities that may be available to' the 
industry as a whole for moderniza¬ 
tion. 

Meanwhile two thoughts seem to be in 
order. The first and the more welcome 
one is that export-oriented mills might 
receive consideration; indeed, in the 
matter of exemption relating to controlled 
cloth production, export-oriented mills 
may receive a favourable deal (o the extent 
that their export performance may be 
set off against their controlled cloth obli¬ 
gation. The second possibility is the 
somewhat disturbing one that, while the 
financially weak or otherwise sick mills 
may receive financial assistance for 
modernization, mills whtch have been 
managing their affairs prudently and 


wisely and are therefore in a solvent 
condition may find themselves discrimi¬ 
nated against; this, of course, wn^dbea 
crazy scale of values. Where assistance 
for modernization is concerned, the test 
should, after all, be where the invest¬ 
ment in modernization could be most 
economic and productive. 

The government seems to have been 
forced to accept the fact that the difficulties 
experienced by the handloom industry in 
disposing of its products in a buyers’ 
market may have been aggravated by the 
operation of the controlled cloth scheme 
imposed on the mill sector. In fact; the 
government’s willingness to consider 
increasing the prices of controlled varieties 
of mill-made saris or dhotis is essentially 
the result of its anxiety to improve the 
competitive position of handloom dhotis 
and saris. In addition, the central 
government has offered to make available 
funds fora 10 per cent rebate to enable the 
handloom industry to offer a total of 20 
per cent rebate from now onwards up to 
Januarv-end provided the state govern¬ 
ments make available matching grants. 
More important than all this, a special cell 
has been set up in the Commerce minis- 
tryunderthe Commissioner of Handlooms 
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From a tiny continent of primary producers, a 
dominion which looked for protection to the 
strength of the British navy, Australia has grown, 
during the war years, to he a powerful force in 
the Pacific. Her economic life has been transformed 
by the needs of the war into an industrialized 
economy where secondary and tertiary industries 
tend to outstrip, from the point of the employ¬ 
ment they provide, the primary industries till now 
the most important occupation. New industries 
have sprung up while old ones have expanded far 
beyond their pre-war levels; thus the aircraft 
industry, to take a major example, which before 
the war was little more than a blue-print, develop¬ 
ed considerably and produced four of the world's 
best combat engines, while the tonnage of the 


Royal Australian Navy was increased to more 
than 600 per cent over the pre-war level. 

With this increased strength in the indus¬ 
trial field there has come about a great 
change in Australia’s attitude to the pro¬ 
blems of the world; having played a 
significant part in winning the war she wishes to 
have a determining voice, to take as Dr Evatt 
put it, an active part in the planning of the pence— 
not merely to he heard. Her foreign policy has 
been characterized presumptuous by its opponents, 
but it has so far foiled to deter Australia’s Labour 
Government from revising its attitude in this re¬ 
gard. With her newly acquired strength, she is 
bent upon playing a nlgnk^spt' cole.lis^ jtte JPrepiflc 
in fature years. 
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to frame and implement an integrated cies and institutional arrangements should 
promotional policy for the production primarily be promotional and not rcgula- 
and marketing of handloom products live. It is in this sense that the question 
taking into account both domestic demand has been raised in these columns whether 
and export possibilities. This develop- the Textile Commissioner’s office in 
ment ties up with the views held by this Bombay has not become restrictive and 
journal that the government’s textile poli- largely irrelevant. 

Mobilising money 


The government of India has adopted 
an entirely new strategy in the current 
financial year for completing its borrowing 
programme in respect of open market 
loans. Against the earlier target for gross 
borrowing of Rs 532 crores as com¬ 
pared to Rs 696.44 crorcs (revised) for 
1974-75 and for net borrowing of Rs 
324.88 crores and Rs 494.80 crores. res¬ 
pectively, the Finance ministry is 
likely to excel even the performance of the 
last financial year. It was perhaps deci¬ 
ded to fix a lower target for 1975-76, 
when the budget estimates were originally 
Vamed in order to enable the state govern¬ 
ments and public bodies to raise larger 
net amounts through the issue of their 
Loans and bonds. In recent months, 
however, the growth in deposits of sche¬ 
duled commercial banks has been quite 
impressive and the Life Insurance Corpora¬ 
tion also has been adding to i f s assets at 
a faster rate than in earlier years. 

The central government has also been 
feeling the need for * mobilising addi¬ 
tional resources in spite of buoyancy of 
tax revenues and larger net foreign aid. 
With a higher level of non-plan expendi¬ 
ture, liberal assistance to states and the 
later compulsion to increase Plan outlay 
in the central sector, even larger re¬ 
sources are required for obviating an 
increase in the quantum of deficit financ¬ 
ing. it was, therefore, decided to fix 
a larger notified amount of Rs 200 crores. 
This new loan in the second tranche carried 
interest at 6& P*r cent and has a maturity 
date in 1996 with the issue price at par. 
The list was over-subscribed on Decem¬ 
ber 1, and a net amount of Rs220 crores 
could be secured inspite of the fact that 
the loan was issued when busy season 
trends were asserting themselves. 

It is rather unusual for the govern¬ 


ment to rai.se large amounts through 
new loans in the last quarter of the 
year. But with fairly sizable additions 
to the deposits of the banks and a 
higher liquidity ratio, the central and 
stale governments are in a position 
to count on a defined mcasqrc of support 
for their borrowing programmes, during 
any part of the year, especially as the 
Reserve Bank is in a position to change 
suitably its open market operations. The 
borrowing programme for 1975-76 has 
been already comfortably completed with 
a net amount mobilised in the first two 
phases amounting to Rs 452.89 crores. 
The new loans on both occasions arc 
for longer periods and the interest rates 
have been appropriately raised. While 
the redemption yields will be more attrac¬ 
tive from the point of view of the lenders, 
it cannot be said that the Reserve Bank 
has pursued a dear money policy as the 
new yields are in tunc with those availa¬ 
ble on analogous securities. 

The Reserve Bank is obviously intend¬ 
ing to borrow on behalf of the central 
government at longer intervals in the 
coming years, as the amounts involved arc 
assuming larger proportions. The scale 
of operations is bound to grow in volume 
as years pass by and new techniques may 
have to be employed with increasing 
monetisation of the economy. This 
kind of thinking may explain why it was 
decided to issue in July this year three 
loans for longer periods carrying higher 
interest rates. The government will, of 
course, be bearing, a heavier interest bur¬ 
den as a higher average rate will be in¬ 
volved. This increase in burden will be 
inevitable in view of the longer terms. 
Also, greater monetary discipline may 
be enforced when using borrowed 
amounts. 

It may be stated, however, that the issue 


of only one loan in the second phase, 
maturing after twentyone years, is some¬ 
what unusual. The banking system* is 
usually disinclined to invest large amounts 
i n long dated loans. The monetary autho¬ 
rities have probably decided on this 
unusual course because of a feeling that 
dearer money policy may not become more 
dear. It is likely even that there will be 
a mild retreat from dear money in the 
foreseeable future. In that event, the 
institutional investors will gain signifi¬ 
cantly through an appreciation of the 
market value of the holdings with new 
loans in later years being offered on more - 
advantageous terms to the borrowers. 
While it remains to be seen what will be 
the new decisions of the Reserve Bank in 
1976-77* the government has apparently 
decided to augment capital receipts by 
issuing new loans for larger amounts and 
intensifying the small savings campaign. 

The budget estimates for 1975-76 has 
been already exceeded by Rs 128 crores 
and it is likely that an attempt will be 
made before March 1976 to raise another 
Rs 75 crores through re-issues of this or 
other earlier loans. Immediately, the 
mobilisation of Rs 220 crorcs through a 
long dated loan will have a tightening 
effect on the money market. It will not 
be difficult however to ease the pressure 
on the banking system, if the amounts 
raised are slowly utilised by the govern¬ 
ment and the lending institutions also 
make good use of the refinance facilities 
provided by the Reserve Bank. The ex¬ 
pansion of procurement credit will have 
to be effected mainly with the refinance 
facilities available for 100 per cent up to 
Rs 900 crores and above Rs 600 crores. 
The basic quota for refinance and the 
quota for rediscounting bills, also have 
not been fully utilised. There will, be¬ 
sides, be addition to deposits at the rate 
of Rs 175 crorcs every month. Only 
the Reserve Bank will have to stagger 
its open market operations suitably. Out 
of Rs 700 crores expected to be mobilised 
by way of new deposits by scheduled 
commercial banks in the four months 
ending in March 1976, there will have to 
be fresh investments in government sec¬ 
urities and treasury bills for a minimum 
of Rs 230 crores. The LIC also will be 
adding to its assets in a big way in these 
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four months. With provident funds and 
trusts too having«investible funds at their 
disposal, it should be easy to find an 
aggregate amount of Rs 300 crores for 
the central governfnent alone in the form 
of new loans. 

It will be possible therefore to raise even 
Rs 525 crores and more in 1975-76 and 
exceed the budget estimates by Rs 
200 crores without creating a squeeze in 
the money market. What is needed is 
careful feeding of institutional investors 
with the Reserve Bank taking up parcels 
of new loans on its own account initially 
and selling them conveniently in the 
light of additions to surplus funds. There 
is, therefore, speculation in money market 
circles whether there will be reissues of 
existing loans for Rs 100 crores before 
the end of the financial year in order to 
step up the tempo of Plan expenditure 
and avoid an increase in deficit financ¬ 
ing. 

It has not been possible so far to find 
out how the central exchequer has been 
utilising tax revenues and borrowed funds. 
The ways and means position is rather 
intriguing as there is reason to believe 
"“That aid receipts and remittances by 
Indian citizens from abroad have been of 
dimensions which have not been witnessed 
in recent years. Surprisingly enough, 
there has been no net decline in foreign 
balances held by the Reserve Bank, even 
without taking into account the amount 
utilised out of the oil facility provided by 
the International Monetary Fund, inspitc 
of a big trade gap. The government has 
been importing large quantities of food- 
grains against commercial purchases 
while there is no suggestion of any sub¬ 
stantial pruning of imports under other 
heads. 

There may, thus be technically a 
bulge in the overall deficit as happened 
in 1974-75 because of the provision of 
'budgetary resources' for these imports. 
It js unlikely however that there will be 
'any net big increase in the real uncovered 
deficit even with the higher level of Plan 
and non-Plan expenditure. With the 
favourable developments in recent months 
and the anxiety to step up the annual Plan 
outlay jra 1976-77 any effort to minimise 


the uncovered deficit for the current 
year with mobilisation of larger net 
amounts through new central loans will 
be worthwhile. The Reserve Bank can 


The National Alliance of Young 
Entrepreneurs (NAYE) in its recent con¬ 
vention in the capital surveyed almost all 
facets of entrepreneurial effort needed to 
encourage the development of backward 
areas, reducing industrial congestion in 
urban areas, evolving a new strategy for 
exports, and tackling problems of market¬ 
ing for the small and medium-scale in¬ 
dustries. Inaugurating the convention, 
the President, Mr Fakhruddin Ali Ahmed, 
pointed out that hitherto far too much 
emphasis had been put on urban develop¬ 
ment with the result that nearly 60 per 
cent of small industries in our country 
clustered around 40 cities. He suggested 
that the establishment of small-scale 
industries should be used as an instrument 
for dispersal of economic power and also 
for removing regional imbalances. The 
government, he added, was committed 
to a policy of wider dispersal of entre¬ 
preneurship so that the imbalances in the 
social and economic development of the 
country were eliminated. 

The President lamented the fact that 
so far the growth of small-scale industries 
in this country had taken place on an ad 
hoc Imsis. No effort had been made to 
establish small-scale industries in a sys¬ 
tematic manner to make them an integral 
part of the organised sector of the econo¬ 
my. If during the next five years at least 
one person in every family became self- 
employed. he added, it would be an indica¬ 
tor of the success of the government's 
policy in this regard. 

Discussions, extended over two days, 
were centred in the problem of financing 
the entrepreneurs. The special technical 
session dealing with this theme recom¬ 
mended that if entrepreneurial develop¬ 
ment was to be given distinctive recogni¬ 
tion there should be a special cell in the 
ministry of Industrial Development under 
a senior official who should be vested with 
the responsibility of promoting the deve- 


fulfil the needs of the government by 
adopting a flexible credit policy and an 
intelligent approach to open market 
operations. 


lopment of backward areas through 
enterprising businessmen. At the state 
level also, it was suggested, a specific 
agency should be vested with this res¬ 
ponsibility. The state financial cor¬ 
poration or the investment development 
corporation could be made responsible 
for this activity. What was of paramount 
importance in this regard was a coordi¬ 
nated and unified approach to the deve¬ 
lopment of backward areas and for the 
* revision of infrastructural facilities and 
the requisite inputs. The establishment 
of a policy committee at the state minis¬ 
ters' level was also recommended. 

In order to meet the working capital 
requirements of entrepreneurs, it was 
suggested that a central bank should be 
designated as the lead bank in each dis¬ 
trict. However, for accelerated develop¬ 
ment of backward areas a district was too 
large or inadequate unit. Preferably a 
tehsil or a taluka should be the identified 
unit for concentrated and special atten¬ 
tion. 

It was also recommended that there 
should be an agency for providing consul¬ 
tancy services in each state. The apprai¬ 
sal of the project made by this agency 
should be accepted by the credit institu¬ 
tions. A number of other suggestions were 
made regarding the participation of the 
state development corporations, the banks 
and the financial institutions in lending 
a hand in the establishment of new in¬ 
dustries in backward areas, and not only 
the technicians but all classes of entre¬ 
preneurs desirous of setting up small or 
medium industries should be encouraged. 

The agro-industries stood in a class 
apart because of their close link with rural 
areas. They faced a number of problems 
such as the acquiring of a working place, 
requisite finance and guarantee for loans 
raised from banks. A common com¬ 
plaint was that in most of the states agro- 
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aervice centres were finding it extremely 
difficult to acquire a working place Which 
Was the foremost requirement for the 
initiation of the agrd-scrVices. No less 
than 4,000 square feet df land Was needed 
for god own, shop and garages for each 
agro service centre where farmers could 
assemble to sell their produce. It was 
suggested that each state government 
should be made responsible for providing 
within three months of allotment of an 
agro-service centre, suitable land for this 
purpose. Entrepreneurs from all parts 
of the country complained that to obtain 
finances for agro-service centres was a 
herculean task due to wide gap in the 
programmed plan of agro-service centres 
and the credit policies of the banks. For 
example, the nationalised banks were 
rtot financing agro-service centres on five 
per cent margin as stipulated but were 
demanding from 15 to 20 per cent margin. 
Because of the sharp increase in the cost 
of implements and tractors, the financial 
outlay for efficient operation of agro- 
service centres had risen steeply. The 
bankers insisted on having 100 to 200 per 
cent guarantee and security of fixed assets 
by way of registered mortgage. Con¬ 
sequently, the entrepreneurs from lower 
middle and middle class families were dis¬ 
couraged. 

The small-scale industries also faced 
acute difficulties in regard to the marketing 
of their products. A special session 
devoted to this problem made a number 
of recommendations designed to assist 
the small-scale industries in the sale of 
their products. It was suggested, for 
example, that a marketing development 
ftind should be created on the lines of 
the marketing development fund for 
exports to assist the entrepreneurs during 
their initial years of establishment. There 
was need for an apex organisation for 
disseminating marketing information from 
the central organisation to the units 
in the states. For the speedy growth 
of ancillary industries it was recommen¬ 
ded that preference should be given to 
new entrepreneurs rather than the exist¬ 
ing small-scale units and at the state level, 
the programme of procurement of orders 
froth the government and the public 
undertakings should be entrusted to the 
Small Industries Development Corpora¬ 
tion, which should have experienced staff 
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for providing effective service in in¬ 
ternal marketing. One of the reco¬ 
mmendations also sought directives to 
public sector undertakings for giving 
price preference upto 15 per cent to entre¬ 
preneurs in the small-scale sector. Surely, 
it would be hard for the government to 
accept all these recommendations—-and 
some of them have been pitched very 
high—'but there is no doubt that small- 
scale industries do need substantial spoon¬ 
feeding in the initial years if they are to 
prove viable in the Jong run. 

The small-scale industrialists voiced 
their specific problems regarding hind¬ 
rances to increased exports. The con¬ 
sortia approach having almost failed be¬ 
cause of the absence of facilities and incen¬ 
tives required in the early stages 
of their formation, it was suggested that 
the limit of export performance laid down 
by the ministry of Commerce for grant of 
recognition as export house should be sti¬ 
pulated at exports valued at Rs 10 lakhs 
with provision to reach the level of Rs 
25 lakhs in three or four years. The small- 
scale exporters faced such consuming 
problems as delayed settlement of claims 
for cash assistance, draw-back and other 
facilities from government agencies. It 
would be a great relief to small-scale 
exporters if banks extended them credit 
against various documents. 

Again, the small-scale exporters felt 
that they did not derive much benefit 
from delegations and study teams which 
went abroad and which were sponsored 
by various government and semi-govern¬ 
ment organisations. In a team of 10 or 
12 persons, the small-scale exporters 
were in minority of one or tw r o. It was, 
therefore, suggested that exclusive dele¬ 
gation or study teams of small-scale ex¬ 
porters should be sponsored for exploring 
overseas markets. In this regard, the 
Marketing Development Fund (MDF) 
could be of great assistance through 
liberal grants. 

Another important problem faced by 
exporters was lack of adequate export 
marketing information and export know¬ 
how despite the fact that a number of 
organisations such as the Trade Develop¬ 
ment Authority and export promotion 
councils were supposed to be active in 
this field. It has also felt that facilities 
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for testing, design and product develop¬ 
ment and quality control needed to be 
made available in increasing measure at 
selected growth centres for effective parti¬ 
cipation by young entrepreneurs in export 
development. 

A special group which went into the 
question of modernisation and research 
and development as well as consultancy 
services suited to small-scale industries 
recommended that voluntary organisat¬ 
ions—such as the NAYE could play a vital 
role in arousing consciousness among ent¬ 
repreneurs for making an increasing use 
of these services. The small-scale indus¬ 
trialist needs detailed engineering services • 
and in this regard the research and deve¬ 
lopment institutions of the country can 
be of great assistance. The small-scale 
units also expect the large-scale sector to 
carry out research and development acti¬ 
vities and pass on the results to the 
ancillary units so that the* latter could 
modernise their operations. Since the 
small scale industrialists arc not in a posi¬ 
tion to avail of the services offered by the 
private consultancy organisations because 
of the high cost, they expect the govern¬ 
ment to provide them with these services 
at the state level at modest cost. 

At the conclusion of the conventiofff*’ 
the NAYE issued a declaration summaris¬ 
ing not only the philosophy of this young 
organisation but also its approach to 
various problems facing the small-scale 
industrialists. This declaration under¬ 
lined the fact that the anticipated accele¬ 
rated industrial growlh in this country 
could not be had without the correspond-^ 
ing change in the social structure of society. 
Appreciating the role of the infrastruc¬ 
tural facilities, and the fiscal and financial 
benefits in the development process it 
declared that finance continued to be a 
severe constraint to the healthy growth 
of many young entrepreneurs in this 
country and recommended that it should. 
be made available liberally at concessional 
rates of interest. The declaration also 
advocated the introduction of a new value 
system in the education of young entre¬ 
preneurs. Specifically, it recommended 
cultivation of such qualities among entre¬ 
preneurs as independent thinking, dis¬ 
ciplined behaviour, self-reliance, innova¬ 
tive effort and optimistic outlook on life # 
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Regional approach to power 


Inaugurating a seminar in Calcutta on 
November J4 on “The Power Out¬ 
look in West Bengal”, Mr K.C. Pant, the 
union minister for Energy, stressed on the 
importance of regional approach to the 
problems of power development. He 
referred to the “enormous strides” that the 
country had made in this field by stepping 
up the installed capacity from 2.30 million 
kw in the first five-year Plan to over 20 
million kw at present. He said that 
power planning was now being done on a 
regional basis and he expected that this 
would facilitate the achievement of more 
rapid progress in effectively exploiting the 
country's resources. He said, “Regional 
electricity boards have been set up in 
order to ensure integrated operation of the 
regional grids. Today, almost all the 
stales have fairly wcll-connccicd systems 
and inter-connections have been establi¬ 
shed between the continuous systems to 
operate the systems in an integrated 
manner to the extent possible. 

A number of inter-state and intcr-re- 
gional links at 132 KV and 220 KV have 
^becn commissioned over t he past few years 
to enable exchange of power amongst 
the systems, both under normal and 
emergency conditions. Therefore, it 
is difficult to isolate the power 
supply position of individual stales 
today, as it is our endeavour to 
integrate the regional grids even further 
and, ultimately, to have a smoothly opera¬ 
ting national grid, to ensure stable power 
supply in all regions of the country'*. 

The regional approach to power deve¬ 
lopment seems to be well conceived but it 
remains to be seen to what extent this will 
be implemented successfully. This is 
not goingto be easy since there arc techni¬ 
cal, financial, administrative and several 
other issues which have to be tackled. In 
the eastern region, for example, the power 
situation is said to have improved remark¬ 
ably. In 1973-74 and 1974-75 there has 
been an increase in the installed capacity 
in the eastern region of 600 MW due to 
the addition of seven units—two of 120 
MW each at the Chandrapura thermal 
„ power station; four of 60 MW each at 


Balimela hydel power station; and one of 
120 MW at Santaldih. More units are 
expected to be commissioned in the 
near future and by the end of 1975-76, the 
total installed capacity of the region will 
be raised to 4038 MW, an increase of 
about 26 per cent over the capacity in 
existence at the end of 1972-73. The total 
annual generation in the eastern region 
has also increased from about 12,000 MW 
to 13,000 MW in the last three years and 
it is estimated that it will rise to about 
14,600 MW during 1975-76, 

These figures may create a sense of com¬ 
placency in government about the power 
situation in the eastern region. Mr Pant 
said that the power outlook for West 
Bengal was “certainly bright”. But the 
participants in the seminar did not seem 
to share the minister's optimism. It 
is relevant to recall that the expansion of 
generating capacity in West Bengal 
between 1951 and 1971 was only 121.9 
per cent compared to 1173.3 per cent in 
Tamil Nadu, 1074.8 per cent in Punjab, 
574.9 per cent in UP, and 539.0 per 
cent in Gujarat. Though the power situa¬ 
tion in West Bengal has shown some im¬ 
provement in recent months, industries 
are still subject to a cut in consumption 
of 15 per cent. Moreover, load shedding 
continues to take place though not as 
erratically and extensively as in 1974. 
Mr Pant pointed out that out of the 
4038 MW of installed capacity which 
would be available for the eastern region 
as a whole in 1975-76, that for West 
Bengal would be around 1437 MW and 
that this by itself would yield a firm genera¬ 
tion of about 850MW which could meet 
the restricted peak load of- 830 MW for 
the state, according to the staggered load 
under the rationing scheme. This was 
the optimum position which could be 
brought about and this would require 
“operational efficiency and discipline of 
a very high order”. 

The present generation of thermal units 
in West Bengal is only of the order of 51 
to 55 per cent and it seems a pity that the 
central and the state governments could 
not effectively cooperate with one another 


ip order to increase U even to 65 to 70 per 
cent of the capacity. The inferior quality 
of coal that is supplied to the power plants, 
the lack of cordial relations between 
labour and management, and delays and 
deficiencies at various levels of adminis¬ 
tration have been among the major factors 
that hamper generation and distribution 
of power. “In West Bengal”, said Mr. 
Pant, “we have noticed some difficulties 
in ensuring this level of operational effi¬ 
ciency as well as in achieving a degree of 
coordination and agreement among supp¬ 
liers of electricity on the principles of 
drawal of power and regulation of tariff”. 
He suggested that efforts would have to be 
made to bring about proper coordination 
so that the installed capacity could be uti¬ 
lised to the maximum degree and the 
restrictions on demand and suppression of 
load could be avoided. But what is New 
Delhi doing to solve West Bengal's pro¬ 
blems of power generation and distribu¬ 
tion? Why should there be still complaints 
about the availability of the right types of 
coal for power plants? Why is the Calcutta 
Electricity Corporation not being given 
the necessary finance and other facilities 
to enable it to modernise its obsolete plants 
and expedite its expansion scheme? 

Mr Pant pointed out that there was an 
integrated system already in operation 
among the generating stations located in 
Bihar, the DVC and West Bengal and 
that some inflow of power, varying between 
80 and 100 MW, had been made availa¬ 
ble from the Orissa system- He revealed 
that studies were being made to examine 
whether it would be technically feasible to 
integrate the Orissa system also with the 
eastern grid and suggested that if this 
could be done, it would be easier to aug¬ 
ment the peak load during the day as 
there is surplus power in Orissa 
today. But it should be remembered that 
industrial development in the eastern 
region in recent years has been virtually 
stagnant and even at present a large num¬ 
ber of industries continue to operate with 
substantial idle capacity while new units 
have been slow in coming up. Therefore, 
the availability of surplus power in some 
parts of the eastern region should be seen 
in proper perspective and efforts should be 
made to augment its supply in such a way 
as to meet the increasing requirements 
in the coming years. 
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WH NT OF VIEW 


Import substitution: problems 


Mahwidra Pratap Singh 




Import substitution means indigenous 
production and manufacture of items 
which were formerly imported. Import 
substitution does not necessarily mean 
complete and total substitution of all 
materials. It stands for the ultimate 
saving of foreign exchange on that 
account. So, it should not be confused 
with complete self-sufficiency which may 
indicate an isolated economy. The con¬ 
cept of import substitution, points out 
that those parts of production which con¬ 
sume foreign exchange* without sufficient 
returns in terms of earning, should be 
restrained to the barest minimum. This 
requires the assessment of the require¬ 
ments of the industry taking into 
consideration the possibilities of indi¬ 
genous development and adaptation of 
processes. Thts should give a basis for 
u consistent import policy valid for a 
predetermined period. 

Generally, the term ‘import sub¬ 
stitution* means total or partial replace¬ 
ment of an imported product by a 
product of the same functional require¬ 
ment mainly from indigenous material 
and know-how. This will limit the scope 
of those products which arc being impor¬ 
ted at present. • 

some examples 

The sphere of import substitution may 
; be the case of substitution of an imported 
f product by some other suitable home pro¬ 
duct as w r ell, though not the same one 
which was being imported. In this parti¬ 
cular field, there are so many cases 
such as substitution of copper wire by 
aluminium wire in electrical industry, 
replacement of brass lubes by steel tubes 
in certain items of sugar machinery in¬ 
dustry, substitution of stainless steel 
: sheets by plastic sheets in water-cooier 
* industry, replacement of brass rods by 
- polythene and nylon rods in the agricul- 
k tural sprayer industry etc. Similar is the 
! case for steam jackettcd food processing 
| pans; no longer is the whole pan made of 
stainless steel, instead only the inner 

r rtjon which comes in contact with food 
being made of stainless steel whereas 
r the obiter shell is made of mild steel. 

Import substitution can be of two 
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kinds, one with minimum change in 
composition and performance specifica¬ 
tions and the other with considerable 
change in either of the two specifications. 
In other words, it may be simple substitu¬ 
tion or alternative substitution. 

immitation 

Simple substitution is frequently straight 
forward. The research laboratories can 
easily succeed when they start such 
type of immitation. Considerable work 
could be left to industry and their 
engineers in this direction, but unluckily 
they feel less enthusiastic or generally 
enough equipments are not available for 
production of similar articles. Innova¬ 
tions for producers* equipment mean 
delays in production schedules. On the 
other hand, for research laboratories, in 
case they have the required equipment, 
production of specific import substitution 
becomes simple. Such import substitu¬ 
tion falls in the category of main¬ 
tenance research. Numerous simple 
substitutions have been made, e.g., many 
petroleum products and adhesives arc 
being produced in India these days. 
Often, our substitutions arc superior to 
originals or have wider applications 
and this leads to further economies. • 

The other kind of import substitution 
includes considerable research attempt of 
greater quality. In this type of import 
substitution, composition or performance 
specifications both change to reach the 
standard or belter results. In this kind 
of substitution the scientists have to take 
the lead and guide industry into more 
economical processes and products re¬ 
placing foreign imports. 

Import substitution and export pro¬ 
motion arc supposed to be the two pillars 
of a developing economy and so, it is 
essential to have a proper balance between 
these two important facers of economic 
activity. Import substitution has attained 
great significance for the country due to 
unfavourable balance of trade, devalua¬ 
tion of rupee, paucity of foreign exchange 
as also scarcity of untied aids and the 
changing pattern of international politics. 
The country imports mainly foodgrains, 


perspective 

metal and machinery, chemicals and 
oils, cotton and other miscellaneous 
commodities. This condition has 
generated a* necessity to attain a certain • 
measure of self-sufficiency so that import " 
bill can be reduced as quickly as possible. 
Though freedom from imports is only an 
ideal, yet absolute freedom is difficult to 
achieve. No country can attain total self- 
sufficiency and neither has it been attained 
by any in the world uplil now'. Keeping 
in mind the modern pattern of indus¬ 
trialization a certain amount of inter¬ 
dependence is necessary and has to 
be accepted as a primary truth. Nowa¬ 
days our country is passing through many 
great problems such as oil crisis 
inflation, floating exchange rates, varying 
tempo of industrial growth and persistent 
deficit in balance of payments etc. Hence, 
to improve this situation at least partially - 
our efforts should be towards reducing 
imports cither by substitution or by 
encouraging domestic production. *** 

indigenous production 

Import substitution through indigenous 
production has been one of the necessary 
strategies in our development plans. 
That is why we have emphasized 
more and more the setting up of 
industries and to evolution of new 
techniques with the primary objective of 
achieving self-reliance through slow 
replacements of imports by domestic 
products. The memoradum on the 
fourth five-year Plan prepared by the 
Planning Commission correctly empha¬ 
sizes the necessity for more stringent 
acceptance of the Plan strategy for achie¬ 
vement of self-reliance through import 
substitution. The memorandum says, 
“The bulk of our imports, apart from 
food imports, consist of petroleum pro¬ 
ducts, crude oil, metals, chemicals, 
machinery and equipment. These 
commodities will be required in increas¬ 
ing quantities as the economy grows 
in size and complexity, and unless deli¬ 
berate attempts are made to enlarge their 
domestic production, there can be no 
escape from large-scale dependence on 
foreign loans and grants.” Such large 
scale dependence on foreign exchange 
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resources, is most likely to dislocate the 
pattern of industrialization of the 
economy, especially when the flow of 
foreign resources is not smooth enough. 
Import substitution, through industri¬ 
alization, assists the economy not only 
to keep up a steady, pace of growth, but 
also to stand on its own ultimately. 

The industrial activities of our country 
have, therefore, been directed from the 
very start towards the attainment of this 
goal. Further, since the devaluation of 
the rupee, the importer is finding it 
difficult to bear the cost of imports re¬ 
quired to keep the continuity on this scale 
of production. Rcsultantly indigenous 
substitutes of comparable quality are 
certainly becoming more attractive, not 
‘only with a view to cost reduction by 
replacing costlier imports, but also by 
fuller exploitation of capacity. 

The problem of import substitution 
has to be examined in its various aspects, 
namely, 

(a) Replacing current imports with 
domestic production of the same 
items. 

(b) Rapid creation of additional capa¬ 
cities for domestic manufacture 
where such substitution is not possi¬ 
ble at present with the given re¬ 
source allocation. 

(c) Substitution of a costlier source 
of supply by an alternative less 

*•*«* expensive source, which economises 
foreign exchange expenditure. 

Technological import substitution 
has a broad range of possibilities 
such as raw materials development and 
substitution of intermediates and im¬ 
ported process knowhow with indigenous 
one. 


post-independence period 

In the wider sense of the term wc 
adopted the policy of import substitution 
m India almost from the very day of our 
independence, because the expansion of 
domestic manufacture in different areas 
in post-independence period is by itself 
a major step towards import substitution. 

like other developing countries 
there is considerable emphasis on import 
saving and import substitution measures 
in India these days. In India import 
substitution programmes regarding mild 
steel, aluminium, drugs, chemicals, trans¬ 
port equipment, machinery, paper board, 
rayon and synthetic rubber'are being opera¬ 
ted on a large scale. Some of the tools 
adopted for import substitution are: 

1. Substitution of imported raw mate¬ 


rials, components and spare parts with 
domestically manufactured materials and 
components of similar specifications or 
of comparable specifications and accord¬ 
ing priority to their rapid development; 

2. Reduction in the consumption of 
imported raw materials and components 
per unit of production; 

3. Changeover of production of chemi¬ 
cals and chemical products from inter¬ 
mediate to their production from basic 
raw materials; 

4. Substitution of imported raw mate¬ 
rials or components by alternatives with 


consequential changes in the specification 
of the end products; and 

5. Acceleration of the phased 
turing programmes to achieve greater 
home content in the shortest time. 

On account of considerable efforts to¬ 
wards import substitution India as oeni- 
pared to most other developing countires 
has attained greater success in this sphere, 
having an extensive industrial base and vast 
home market not only in consumption 
goods, but also in machinery components 
and intermediates. Import of consumer- 
goods is almost prohibited. The table below 


Process of Import Substitution: 1950-51 to 1973-74 (a) Total Estimated Supplies, (b) Per¬ 
centage of Imports to Total Estimated Supplies 


Commodity 

Unit of account 1950-51 1955-56 1960-61 1965-66 1973-74 

1 

2 3 4 5 6 7 


A-Consumer goods 

1. Foodgrains Million tonnes 



(a) 

60.6 

71.9 

84.5 

86.9 

102.9 


(b) 

(5.9) 

0.7) 

C4.7) 

(9.7) 

(4.3) 

2. Bicycle 

•000 Nos. (a) 

264 

661 

1071 

1582 

2581 

(b) 

(62.5) 

(22.4) 

(neg) 

(nil) 

(nil) 

3. Sewing machirie-s 

’000 Nos. (a) 

56 

125 

304 

433 

260 

(b) 

(41.1) 

(H.2) 

(0.3) 

(0.7) 

(0.5) 

B-Cheraicals 

1. Soda ash ' 

'000 tonncs(a) 

75 

154 

251.6 

366.7 

491.0 


(b> 

(40.0) 

(46.7) 

(39.6) 

(9.7) 

(0.6) 

2. Caustic soda 

'OOOtonnes(a) 

34 

97 

139.8 

292.2 

429.5 


(b) 

(<>4.7) 

(62.5) 

(27.7) 

(25.4) 

(1.2) 

3. Bleaching powder 

'000 tonncs(a) 

9.4 

8.2 

7.7 

9.2 

15.3 


(b) 

(61.7) 

(61.9) 

(20.8) 

(20.7) 

(nil) 

4. Ammonium sul- 

phate 

'000 lonnes(a) 

423 

607 

755 

1273 

1241 


(b) 

(88.9) 

(34.1) 

(47.3) 

(67.0) 

(7.1) 

C-Paper 

1. Newsprint 

'000 tonncs(a) 

76 

84 

96 

115 

166 


(b) 

(100.0) 

(95.2) 

(76.0) 

(73.9) 

(70.5) 

# 2. Paper & paper 

’000 tonncs(a) 

151 

260 

• 378 

584 

739 

Jboard 

(b) 

(23.2) 

(26.9) 

(7.4) 

(4.5) 

(2.3) 

D-Macliinery (including machine tools) 

1. Sugar mill Rs lakhs (a) 

100 

419 

545 

776 

2216 

machinery 

(b) 

(100.0) 

(95.2) 

(19.3) 

(0.8) 

(0.3) 

2. Textile machinery 

Rs lakhs (a) 

N.A. 

1233 

3361 

7505 

N.A. 

(including spares and 

(b) 

N.A. 

(67.6) 

(69.2) 

(37.9) 

N.A. 

accessories) 

3. Machine tools, 

Rs lakhs (a) 

295 

528 

1990 

6092 

N.A. 

metal working 

(b) 

(89.8) 

(84.8) 

(64.8) 

(61.8) 

NA. 

E-Miscellaneous articles 

J. Raw cotton 

lakh bales of(a) 

39.9 

49.6 

58.4 

64.3 

69.8 

2. Aluminium 

180 kg. cachfb) 

(27.8) 

(12.3) 

(16,4) 

(10.9) 

(1.9) 

'000 tonnes(a) 

14.7 

23.5 

43.7 

82.4 

149.5 

3. Iron & steel 

lb) 

(72.8) 

(68.5) 

(58.2) 

(26.5) 

(1-2) 

’000 1 onncs(a) 

1391 

2162 

3715 

5416 

5542 

4. Man-nudc fibre & 

(b) 

(25.2) 

(39.9) 

(35.7) 

(16.7) 

18,3) 

’000 tonncs(a) 

N.A. 

31.9 

842 

125.5 

185.1 

yarn 

(b) 

N.A. 

(29.7) 

(15.4) 

(6.0) 

(3.1) 


♦Provisional 

Source: Government of India Economic Survey 1974-75, Rage 104 
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depicts the structure of the progress of 
import substitution in India in regard to 
selected commodities from 1950-51 to 
1973-74. However, the list of commodities 
comprised in the table by no means points 
out the full extent of import substitution 
secured in India, but is merely exemplify¬ 
ing. „ 

In this table an effort has been 
made to calculate the extent of import- 
substitution attained in India through 
comparing the percentage of imports to 
total extimated supplies over the years 
from 1950-51 to 1973-74. In other words, 
it estimates the proportion of home de¬ 
mand fulfilled by imports. 

The table shows that in the case of 
bicycles, sewing machines, sugar mill 
machinery and soda ash, the shortfall in 
the percentage of imports to total esti¬ 
mated supplies has been most significant 
during 1950-51 to 1973-74. In 1950-51 
our dependence on foreign supplies was 
62.5 per cent, 41.1 percent, 100 per cent 
and 40.0 per cent for bycycles, sewing 
machines, sugar mill machinery and soda 
ash respectively, whereas in 1973-74 wc 
are totally self-sufficient m bicycles and 
sewing machines; for sugar mill machi¬ 
nery and soda ash our dependence on 
imports has been less than one per cent. 
Now we have started to export bicycles 
and sewing machines. Our dependence 
on foreign supplies for paper and paper- 
board (excluding newsprint) had been less 
than three per cent in 1973-74. The 
percentage proportion of imports of news¬ 
print to total estimated supplies has been 
100, 73.9 and 70.5 in 1950-51, 1965-66, 
and 1973-74 respectively. Thus, we are 
dependent to a great extent on foreign 
supply for newsprint even today. Our 
dependence on foreign supplies for ammo¬ 
nium sulphate was less than 10 per cent in 
1973-74 whereas in 1950-51 it was 88.9 
per cent. 

In the case of remaining items such 
as machine tools, iron and steel our 
dependence was 18.3 percent and 41.2 
per cent respectively in 1973-74. Thus, it 
is obvious from the above description 
that our success in the field of import 
substitution was considerable during 
1950-51 to 1973-74, but the intended level 
was not attained due to certain bottlenecks, 
e.g., less faith in Indian equipments, 
Indian defects exaggerated, habit of loans 
and credit, rupee payment imports, lack 
of urge for to Indianisation etc. 

II 

On account of historical reasons, Indian 
buyers and industrialists still prefer to buy 
a plant or equipment made abroad rather 
than indigenous. In general, anybody 


who attempts to Indianise equip¬ 
ment will have to strive against the incli¬ 
nation of engineers and operators to use 
imported equipment. Indian industries 
and mines have been depending on impor¬ 
ted equipment so far. It is a matter of 
common belief that things made in India 
may not be good for maintenance of pro¬ 
duction. An Indian more often would pre¬ 
fer to take risk of using even an unknown 
but imported equipment rather than using 
home made substitutes knowing fully 
well the difficulties of restriction on 
imports and non-availability of spare parts; 
wc arc not prepared to take risk of using 
an Indian manufacture even though pro¬ 
duced under foreign collaboration. This 
deep-rooted complex has to be removed 
by attempts at Indianisation at all levels. 

With our inherited habits of caution 
more than action, at times management 
feels shy to declare Indianisation. In a 
transition period it is true that Indian 
equipment may not only have certain 
defects, but perhaps may have delays in 
delivery also. But unless the risk is 
taken, the production and productivity 
would not increase in the present situation. 
Indian manufacturers are always put into 
difficulties in securing available spares, 
collect the spares and control inventory. 
But in case of imported items such as 
spares, technicians, know-how, technology, 
and plants, the uncertainty and difficulty 
in getting them, is much more than that in 
home articles. Postal delays, damages 
due to transport withhold construction 
for a long time. At times, it has 
been observed t hat defect s of Indian manu¬ 
facture arc elaborately described; on the 
other hand larger defects of imported 
articles are either ignored or accepted. 
That shows lack of confidence in our 
own system of production, less reliability 
on our own producers and it is high time 
that this type of attitude was changed. 

general tendency 

During the second Plan period when 
the programmes of industrialisation were 
given the start the general tendency was 
tor establishment of large scale industries 
for speeding up industrialization, and 
a number of such industries were started. 
Only higher technology suits such type 
of production. This necessitated that 
the equipment required had to be impor¬ 
ted because they were not being manu¬ 
factured in India. Production of that 
machinery would not be started imme¬ 
diately because first capital and know¬ 
how was inadequate and second con¬ 
tinuity of market of those products 
was not assured. Now the other alter¬ 
native is being considered that whether it 
is possible to meet those requirements 
through a number of smaller size producers 


and stop import of that type of higher , 
technology. , 

• 

Of course, the fact remains that the use 
of small size machines cannot solve the 
problems in all situations. In certain 
conditions space itself may not allow the 
use of a large number of smaller size pro¬ 
ducers, because it requires the expansion 
of building and plants. Similar capacity 
smaller size machines cover more space 
than a bigger one. But it is sure that 
solutions can be found in 90 per cent cases. 

In other 10 per cent cases where full 
Indianisation is not possible, mixing up of 
imports with home supplies would be 
advantageous. # 

• 

We Indians feel ourselves fortunate 
whenever loans are granted to us by 
foreign countries. This altitude of not 
to refuse a loan whenever and from wher¬ 
ever it coines creates another problem. 
Different nations have differences in 
designs of equipment and taking different 
varieties for the same purpose restrains 
expansion in many cases. 

rupee payment imports 

It is argued that there is no harm in 
allowing imports when a particular 
equipment is available from rupee pay¬ 
ment country because it does not 
strain our foreign exchange position. 
At present in India imports of spare parts 
of mining and quarrying machinery, spa**"* 
parts of machinery required for electric 
supply undertakings, spare parts of 
motor vehicles, spare parts of refri¬ 
geration and air-conditioning machinery 
other than domestic refrigerators, spare 
parts of irrigation machinery, spare parts 
for agricultural tractors and for tractor 
drawn agricultural implements, spare 
parts of machine tools etc. are allowed 
from rupee payment areas, viz., the 
USSR, GDR, Czechoslovakia, Poland, 
Hungary, Rumania, Bulgaria and Demo¬ 
cratic People’s Republic of Korea. But 
it is only a temporary solution. There 
is no guarantee that rupee payment agree¬ 
ments will continue for ever. The 
continuity of agreements mainly depends 
on political factors. Hence, machines 
requiring spare parts imported from rupee 
payment areas will be useless whenever 
the rupee payment agreement is suspend¬ 
ed or withdrawn. It will be a negative 
approach to industrialization through 
imported items from rupee payment areas 
unless and until a manufact ure programme 
in our own country is built up. 

Indians are habituated to use imported 
items more than indigenous articles* 
Indigenous substitution should be pushed 
forward with missionary spirit. We must 
generate an attitude for the 
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utilization of home equipment in our pro* 
jects. 

t 

Often foreign collaboration is invited 
for programmes of import-substitution. 
This rationale is on account of lack of 
project designers and engineering con¬ 
sultants available within the country. But 
foreign collaborators do not bear the 
responsibility for the deficit or loss to the 
industry. They always prefer to use the 
instruments and equipment of their own 
country. Thus, foreign collaboration 
is an obstacle in the path of progress of 
import substitution. So, well established 
and experienced consultancy organisations 
are to be created in the country. 

The programme of import substitution 
is discouraged as well due to the mutual 
trade agreements. Different countries 
specially developing economies inter¬ 
change their goods on mutual considera¬ 
tions. If we decide not to purchase goods 
from a foreign country, we should be 
ready to face the decision of that parti¬ 
cular country against us. It requires the 
expansion of internal market. 

In the beginning the quality of indi¬ 
genous substitutes e.g. bicycles, sewing 
machines, caustic soda, soda ash, alumi¬ 
nium may be inferior. Often the standard 
of industries established under quantita¬ 
tive restrictions, exchange controls may 
be low. Because of inferior quality 
ihese goods may not fetch good export 
markets and the confidence of foreign 
exporters may be lessened. That may 
have adverse effect on other items 
too. Import substitution, therefore, 
may have an adverse effect on our foreign 
trade. Alternative opportunities are to 
be created in the home market. These 
are no problems for a big country like 
India which possesses a vast, diversified 
home market. 

Ill 


Import control is an effective instru¬ 
ment for industrial development and a 
vehicle of export promotion. Progress 
of import substitution is necessary for 
industrial development and export pro¬ 
motion. So, import substitution pro¬ 
grammes may be assisted by restrictive 
import policies. Our import control 
policy has been often adopted as 
a weapon of import substitution and both 
quantitative restrictions and tariff mecha¬ 
nism have played vital roles in this regard. 
In India, the main weapon for trade 
control policy has been heavy duty (upto 
100 per cent) imposed on the import of 
:he products or complete restriction of 
imports where domestic production capa- 
;ity is adequate.'Imports of items suohas 

tit ■ 
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bicycles, sewing machines, paper boards, 
sugar mill machinery, caustic soda, blea¬ 
ching powder etc. are not allowed as a 
policy measure. 

Tariffs and quantitative restrictions are 
the most important measures of import 
substitution. The term import sub¬ 
stitution is based on the fact that stopping 
of imports assures home market for the 
product in an economy. So, in import 
substitution, the foreign supplier is either 
restrained from entering into or is bound 
to go away from the market, either 
partially or wholly by erecting tariff 
walls or having quantitative controls on 
imports, the demand for which goods 
can be effectively turned to domestic sub¬ 
stitutes. In other words, conditions of 
‘assured demand’ arc generated in the 
market. Demand encourages the home 
producer to expand the scale and pattern 
of his production and during a period of 
time to achieve the optimum efficiency in 
his field. 

market forces 

Tariffs create the intended effects 
through market forces. When we impose 
a tariff duty on imported product, it is 
hoped that import will fall and the 
price difference between the foreign and 
the home products would be removed. 
So, the imposition of tariffs with a view 
for attaining import substitution may 
require the levy of import duty of an 
amount more than the price difference 
between the foreign and the home pro¬ 
ducts. In this way, the home product 
will be cheaper in the domestic market. 
If the foreign supplier gets a subsidy from 
his government, the effect of the imposi¬ 
tion of tariffs with the view to keeping the 
foreign supplier out of the internal market 
wilUbe neutralised to that extent. There¬ 
fore, to make the counter mea¬ 
sures adopted by the foreign suppliers 
ineffective, tariffs may have to be levied 
almost at prohibitively high levels. 

In India import duties have been higher 
on non-essentials and essentials 
produced sufficiently or to be pro¬ 
duced adequately at home probably 
in the near future. In India import 
duties on sewing machines, bleaching pow¬ 
der, paper and paper board excluding 
newsprint have been prohibitively high 
being 100 per cent, but on printing and 
writing materials it remained 60 per cent. 
The union budget for 1974-75 made 
certain changes in import duties. Im¬ 
port duties on jute manufactures, steel 
ingots, copper and copper alloys, iron and 
steel products, zinc, aluminium, cement* 
paper, cotton fabrics etc. (auxiliary import 
duties) have been raised from 10 per 
cent to 15 per cent on articles on which 


the effective rate of basic import duty is 
60 per cent ad valorem or more but toss 
than 100 per cent ad valorem for the 
advancement of import substitution pro¬ 
grammes. 

The consumer’s loyalty towards the 
foreign commodities may make the tariffs 
ineffective in restraining imports. This 
tendency in most of the developing and 
under-developed countries is created out 
of lack of confidence in the quality of 
domestic products compared to the foreign 
commodities. This most probably takes 
place in cases where the expenditure on 
the imported component constitutes a 
negligible percentage of the total cost of 
production of the items as a whole. 

uncertain results 

It is sot definite that the imposition 
of tariff may bring determined final results 
in terms of effective reduction or scaling 
down of imports. Hence, a more effective 
measure, in the form of quantitative res¬ 
trictions on imports is needed. This 
measure is being speedily followed by 
several countries. Quantitative restrictions 
have the element of greater certainty in 
their effects. They bring the intended 
amount of reduction in imports. The 
final result in terms of reduction in 
imports through quantitative restriction 
does not at all depend upon the counter 
measures followed by the foreign suppliers. 
As a matter of fact, the flreign supplier 
is bound to keep his supplies only to the 
limit to which he has been permitted by the 
quota-fixation. 

In India on account of adequate 
availability of indigenous production, 
imports of 75 items such as cast iron 
foot valves, steel and stainless steel 
wire mesh, electrical conductor sec¬ 
tion, brass and bronze electrical wire, 
sodium nitrate, pesticides and specified 
drugs and medicines were prohibited 
in 1973-74 in spite of 220 items banned 
last year. Imports of 61 items allowed 
earlier to actual users without control 
were permitted on a restricted basis. 
These include certain types of drugs and 
medicines, chemicals, pure iron powder, 
ball and roller bearing, industrial roller 
chains, components and parts of machi¬ 
nery. Quotas for established importers 
have been reduced for five items, viz, 
spare parts of various medical and surgical 
equipment, spare parts of earth moving 
machinery and skins of wild animals dur¬ 
ing 1973-74. 

IV 

One of our main objectives of five- 
year Plans has been to proceed towards 
self-reliance as fast as possible. 

Despite all attempts in maximizing 
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exports end minimizing imports since 
independence, we are still far away from 
our aim of self reliance Suggestions to 
encourage import substitution ore given 
asunder: 

1. Our country has achieved self-suffi¬ 
ciency in certain products, but in terms 
of cost per unit and the quality of the pro¬ 
duct, our country is not yet in a position 
to face foreign competition, unless and 
until the industry is provided some more 
time to consolidate the gains of its ex¬ 
pansion and to make efforts to improve the 
quality and efficiency. So, strict policy 
restrictions will have to be levied as an 
interim instrument on the import of the 
products where domestic production capa¬ 
city is adequate. Trade control policy of 
India reflects this view. Consequently, 
imports of bicycles, sewing machines, 
paper and paper board, sugar mill machi¬ 
nery. bleaching powder arc not allowed 
as a policy measure. 

2. To promote import substitution 
import control should be adequately flexi¬ 
ble so that we may protect the wider 
national interests, i.e., defence necessities 
as well as export promotion. In develop¬ 
ing countries, import substitution enco¬ 
uraging manufacture of new industrial 
goods may later lead to exports of such 
products, when the industries are matured. 
However, concessions may be required in 
import controls to support such exports. 
For example, although no imports for 
bicycle industry are permitted as a matter 
of policy, yet special quality parts such as 
3 speed hubs, edrict rims and cable brakes 
are permitted to be imported for assisting 
bicycle exports. 

The necessity to speed up the pace of 
import substitution may also need a rather 
liberal import' policy .in respect of com¬ 
ponents and raw materials. In the short 
run such a liberal import policy in respect 
of components and raw materials specially 
for which exact substitutes are not indi¬ 
genously available, would be greatly help¬ 
ful in expanding the supply of home machi¬ 
nery and equipment to avoid import 
of the finished products. At the same time 
a phased programme of progressive dec¬ 
line in the import volume of the home 
machinery is also to be taken in hand. 

research & ^development 

3. import substitution is always de¬ 
pendent on industrial development and 
research. Indian manufacturers should 
give their attention more and more to¬ 
wards research and development pro¬ 
grammes regarding import substitution. 
It involves the production of those items 
which are essential to import, e.g., tools 
and alloy steels, fibres, fertilisers, 
petroleum etc. or the location of other 
substitutes. 

, Although tariffs and trade restrictions 


can at best generate favourable conditions 
for import substitution, yet the actual 
growth of home industries an anintended 
level of efficiency will depend upon the 
internal policy, followed by the govern¬ 
ment. In this context the development of 
infrastructure such as transportation 
and power as well as organization and 
training, is a prerequisite both for large 
scale import substitution and for indus¬ 
trialization. 

4. To encourage import substitution 
some kind of incentives such as subsidy 
and reduction in excise duties must be pro- 
ded to the home manufacturers. At the 
time of issuing licences to manufacturers, 
the government should be very vigilant to 
prevent unnecessary and unhealthy com¬ 
petition of the products among domestic 
manufacturers. A thorough study of the 
policies of the government of India re¬ 
veals that there are numerous items, i.e., 
electrical motors, compressors etc. which 
are facing this type of competition. 

5. Our technicians who are operating 
for a long time with industries and arc 
accustomed to buy the imported articles 
must be persuaded and toned up, so that 
they may be bound to use the local pro¬ 
ducts. ft is the technician who assists 
at the bottom in utilizing the domestic 
products, which would help in saving 
foreign exchange. 

role of private sector 

6. It is not necessary that import 
substitution should be generated only in 
the public sector. Private sector should 
also cooperate in import substitution. 
But the government should have proper 
supervision over it. Government, should 
encourage foreign private capital for esta¬ 
blishing import substitution industries in 
the initial stages of import-substitution 
programmes. 

7. The late Lai Bahadur Shastri had 
suggested the setting up of a central 
institution which should operate as an 
information clearing house for the 
innovaters of import substitutes and their 
users. 

Dr V.K.R.V. Rao has pointed out that 
the guidance by the Development Coun¬ 
cils is not satisfactory in the direc¬ 
tion of import substitution. In its place 
such councils should be set up in which 
the representatives of production and 
consumption good-industries are involved. 
Perhaps the same type of Swadeshi Spirit 
that helped development of various types 
of Indian industries during the thirties has 
to be culivated once more. It is unfortunate 
that after getting independence our craze 
for foreign products has aggravated mani¬ 
fold. We think of Independent India, we 
speak of economic self sufficiency, but we 


jump at the possbility of getting foreigfi* 
products—whatever it may be. . 

To hurry up the programmes for import 
substitution we will have to proceed 
determinedly towards a set goal. Le^ 
us start from the basis. Highest priority 
should be given for completion of the, pro¬ 
jects in the public sector producing basic 
equipment and intermediary parts, so that 
we stop depending on foreign supplies for 
such products. 

Delays in the sanctions of licences and' 
bureaucratic go-slow processes should be 
replaced by quick decisions, early disposal 
of files etc. Let the national emer¬ 
gency have a permanent effect on otlr 
economic development. 

Revision of tax mechanism, a more 
liberal policy, higher concessions to the 
producers aiding in import substitution is 
very necessary. 

consistent policy 

The government policy for encouraging 
and helping the programme of import 
substitution should be consistent. 
The policy of lower rates of duty on pro¬ 
cessed commodities and higher rates on 
raw materials or basic intermediate 
goods etc. should not be adopted. Con¬ 
sistent policies in respect of allocation 
of raw material, industrial licensing etc. 
will speed up the programme of import 
substitution in a realistic way. ♦ 

The import substitution, design standar¬ 
disation and training programmes are 
long term phenomena first and a con¬ 
tinuous process afterwards. The initial 
start may have to pass through lots 
of hurdles but later on the progress is 
expected to be smooth. If the national 
emergency continues for sometime more, 
the programme of import substitution will 
move forward rapidly. Due to emer¬ 
gency smuggling and black market 
practices are being strictly dealt with; 
prices of foodgrains and other essential 
commodities are declining, office and 
government institutions are operating 
efficiently, strikes have been banned. 
Consequently progress in import substitu¬ 
tion is but natural— The implementation 
of New Economic Plan (20 points) will 
assist the import substitution by expand¬ 
ing the internal market for indigenous 
goods. 

Import substitution is based on the 
industrial development, research, growth 
of technical skills and managerial com¬ 
petence in the country. The restrictive 
nature of import control tools should 
seek its rationale in the sound expan¬ 
sion of our national economy, production 
for internal consumption and export of 
goods on competitive prices and of good 
quality. 
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WINDOW ON THE WORLD 


Savings institutions in Jo,, 'r„r n ** ,y 
Europe, Japan and the US 


I 

Mobilisation of Savings 

Savings banks mobilise household sav¬ 
ings and convert them inio long-term 
funds available to central and local 
government authorities, industry and 
commerce. This article ou*lines the 
present situation of savings institutions, 
their structure and seppe of operations 
and importance in the economics of 
European countries, the United Stales 
and Japan. 

In Europe, the scope of savings banks 
ranges from simple deposit, interest bearing 
mg and withdrawal facilities, to an almost 
complete banking service. Their signi¬ 
ficance varies according to the extent to 
which they share responsibility for mobilis¬ 
ing savings with other institutions, the 
naiure of their contribution and their 
efficiency. 

Basically there is a two-tier structure 
of savings banks in Europe, though there 
is some variation. Side by side with 
savings banks administrated by private 
bodies or municipalities; with a local or 
regional flavour in their operations, are 
the centrally organised savings banks that 
have a nation-wide sphere, usually through 
the postal service nctwoik. 

There,is a movement towards centrali¬ 
sation not only within the structure of 
local savings banks by amalgamation, but 
also in the establishment of a central bank 
by local savings banks as in West Germany 
where, for instance, the twelve regional 
central savings banks operate as major 
banking institutions in their own right. 

In the Netherlands, mergers are planned 
to reduce the number of savings banks 
from 120at present to 10-12 large institu¬ 
tions. In Denmark, there arc now about 
250 savings banks which will probably be 
reduced to no more than 10 regional sav¬ 
ings banks. At the same time there has 
wen a growth in the number of local 
branches. Centralisation, at least in the 
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Netherlands, has meant no loss in regional 
or local identity. 

In the United Kingdom, the 
merger movement began in August, 
1974, when as part of the pact 
between the Trustee Savings Banks 
(TSB) and the government, which 
will eventually free the TSB from their 
official role as a channel for National 
Savings and t he banks agree to a redact ion 
in their numbers from the present 72 to 
a provisional figure of 15, to become 
known as regional banks. The merger 
of six TSB*s in south-east England 
and another merger of two TSB bunks 
in north-cast England will come into 
effect this year. 

merger movement 

Greater concentration of savings held 
by fewer banks ha. followed the merger 
movement. In Denmark, for instance, 
two savings banks account for 58 per cent 
of total deposits. In the United King¬ 
dom the new group in the south-east, 
formed by the proposed merger of six 
major trustee savings banks will become 
the biggest of the TSB, accounting for 
13 percent of total deposits in trustee^ 
savings banks. 

In the United Kingdom, the TSB 
established their own central bank in 
November, 1973. Its operations are 
not governed by the Trustee Savings 
Banks' Acts, nor is the centra! bank 
required to deposit funds with t he National 
Debt Office. It functions as an ordinary 
commercial bank and as a clearing centre 
for the trustee savings banks. However, 
the central TSB is not likely to follow 
the continental pattern in building a 
major independent banking operation. 
It secs itself as the wholesale banking 
centre serving the retail trustee savings 
banks % and as an active participant in 
international banking. 

The trend towards centralisation can 
also be seen in the widening of the oper¬ 
ations of the savings banks associations. 
In Scandinavia, a consortium of central 
data processing companies, established in 


1969, which serves the savings banks, is 
extending its operations which by 1976 
should allow each country access to one • 
another's new schemes. The Italian 
savings banks association is considering 
the standardisation of savings pass 
books and giro account, the issue of 
credit cards, the introduction of savings 
banks insurance, the founding of a per¬ 
manent training centre and the organisa¬ 
tion cl a national publicity campaign to 
improve the image of the savings banks. 

In the Ne.herlands, a computerised data 
centre has been inaugurated. 

The structure of savings banks has 
also ahered with the spreading of their 
interests and operations across national 
frontiers. The West-Deutsche Landcs- 
bank-Girozentralc, Dusscldorf. the largest 
central regional giro institution, for in¬ 
stance. was a founding member of a Euro-*, 
pean consortium. Similarly it has taken 
a five per cent interest in the Netherlands 
Savings Banks' central bank. Naturally, 
since Britain's entry into the Common 
Market, the Trustee Savings Banks 
Association has resolved to become a 
member of the European Community 
Savings Bank Group. 

il 

Widening Scope of Operations 

The general broadening of (he activi¬ 
ties of the savings banks is influenced as 
much by legislation as by market forces, 
although they often interact so that it 
is difficult to separate one from the other. 
More direct competition lie tween the 
savings bank-* and other financial institu¬ 
tions has come about not only as a result 
of the broadening of savings banks' opera¬ 
tions but a ho because of the move 
by commercial, banks into the savings 
field, which had been the preserve of the 
savings banks. 

In Scandinavia, and more recently in 
the United Kingdom, the savings banks 
compete with the commercial banks 
through the newly established central 
bank. Whereas previously the British 
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commercial banks acted as agents on 
behalf of the trustee savings banks at the 
same time as competing with them, this 
function will be taken over by the 
central TSB. Similarly, the trustee 
savings banks will progressively have to 
close their own accounts with the clearing 
banks, which will mean, among other 
things, that they will have to make their 
own arrangements for the supply of cash 
and other ancillary services formerly 
provided by the commercial banks. 

In West Germany, the savings banks and 
regional central banks have been taking 
on more and more regular banking activi¬ 
ties and now offer a full range of commer¬ 
cial banking services. In Italy, the funds 
deposited on current accounts with the 
savings banks earn a maximum interest 
rate above that on the savings accounts 
and now represent 47 per cent of their 
total deposits. The movement away from 
pass books is the result of deliberate long¬ 
term policy by the savings banks to recom¬ 
mend current accounts to their clients 
as an equally valuable form of investment 
which is also easier to manage with regard 
to taxation. 

Conversely, commercial banks have 
moved into the domain of the savings 
banks. In France, the banking regula¬ 
tions have been modified to allow commer¬ 
cial banks to accept savings deposits for 
periods longer than the two-year maxi¬ 
mum previously permitted in order to 
•encourage commercial banks to compete 
more keenly with savings banks. In Den¬ 
mark, rates on loans offered by savings 
and commercial banks are competitive, 
though a cartel agreement exists fixing 
interest rates on savings. 

negative real return 


of savings, which are often subsidised by 
governments. 

The indexing of interest rates on savings 
to the rate of inflation is a solution which 
is now being implemented in the United 
Kingdom in a limited form. In France, 
however, this idea has been rejected in 
favour of a possible system of tax exemp¬ 
tion which is to be discussed between the 
Finance minister and the heads of the 
savings institutions. Many European 
bankers are against indexation, but some 
propose a variation —the indexing the 
capital value of savings, ultimately in¬ 
volving the state in paying the cost either 
directly to the savers or via compensation 
to the banks. 

poor dupes 

That so many millions of poor dupes 
in so many countries should conti¬ 
nue trustingly to confide their sav¬ 
ings to institutions paying fixed rates 
of interest bearing no relation to the 
national rate of inflation is a sad reflec¬ 
tion of the failure of economists 
to educate the masscss in the ele¬ 
ments of economics. Tell the first man 
(or even school boy) whom you meet in 
the street that the earth is flat, and that he 
should take care not to fall over the edge, 
and he will escort you solicitously to the 
nearest lunatic asylum. But if you tell 
him that if he buys government bonds he 
is making a gratuitous present to the 
government, he won’t understand what 
you’re talking about. Which shows that 
the astronomers have done a better job 
than the economists. Of course, they’ve 
been at it rather longer than the 
economists: the first astronomer to teach 
that the world was a sphere was the Greek 
Thales (636-546 BC) and I believe that it 


was not until the 17th century that his 
teaching began to be universatly accepted* 
At that rate I predict that it will be about 
3,250 AD before people all the way 
from prime ministers to chowkid&rs 
understand the harm that inflation inflicts 
not only on individuals but on the eco¬ 
nomy as a whole. 

volume of Mvingo 

The importance of savings banks 
rests upon the volume of savings in the 
economy and the share of the total accoun¬ 
ted for the saving banks vis-a-vis other 
financial institutions. Unfortunately, 
international comparisons are hindered 
by difficulties ranging from the paucity of 
recent information to conceptual pro¬ 
blems associated with differences in 
national income accounting and the struc¬ 
ture of savings in each country. Table II 
illustrating the importance of savings 
measured in terms of average savings de¬ 
posits per inhabitant and the share oftotal 
savings by the savings banks, must be 
considered within these limitations. 

The importance of savings banks in 
Europe can be seen in various ways. In 
Belgium, the National Savings Bank is 
the largest bank in the country and is 
reputed to be the largest savings bank in 
the world. In Denmark, although the 
savings banks were estimated to account 
for only 31 per cent of total savings in 
1972, they have penetrated the market 
to the extent of over 4£ million accounts 
in a country with a population of 
five million. 

In the United Kingdom, the savings 
banks have to compete with mumerous 
other forms of savings and accounted for 


In their capacity as savings institutions, 
however, the savings banks are at present 
beset by inflation. As the gap between 
inflation rates and the rates of interest 
paid by savings banks emerges, the real 
return before tax is negative (See 
Table I). 


T/ujle l 

Interest Rates During the Last Quarter of 1974 
__ (per cent) 

Ordinary Savings One Year Term Five Year Savings 
Deposits Deposits Boonds 


The shift towards short term and sight 
deposits at the expense of longer term 
savings has serious consequences for the 
savings banks, especially those in, for 
example, the United Kingdom and France 
that are restricted by state control and 
cannot readily respond to market changes. 

In contrast, Swedish savings banks can 
adjust interest rates rapidly. Neverthe¬ 
less, a comparison of various national 
schemes demonstrates that the savings 
bank deposit account remains the most 
widespread form of saving, despite 
the increasing availability of other forms 


Nominal 

Real 

Nominal 

Real 

Nominal 

Real 

Rate of 

Rate of 

Rate of 

Rate of 

Rate of 

Rate of 

Interest 

interest 

Interest 

Interest 

Interest 

Interest 


Belgium 
Denmark 
France 
W. Germany 

Italy 

Netherlands 

UK 


4.75* —11.25 

• 7 - 9 

6.5** — 8.5 

5.5ft - 1-5 

f 10f —14 

l 12ft —12 

5 — 5 

4 -—13 


8.25 

—7.75 

9.75 

—6.25 

12 

- -4 

14.5 

-1.5 

— 

— 

10.8 

—4.2 

7 

0 

9 

+2 

— 

— 

6.5 

—17.5 



8.0 

—16.0 

6.6 

—3.4 

10 

0 

9.5 

—7.5 

— 
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toaly 23 per cent of total savings in the 
12monthii to October, 1974. 

The use to which savings banks’ hold¬ 
ings are put individually varies between 
each country in Europe. 

The supply of credit and investment in 
the public and private sector differs widely 
not only as a result of differences in the 
law but also withthe organisation of sav¬ 
ings banks. 

In Belgium, more than 40 per cent of the 
lending and investment business of the 
national savings banks goes to public 
authorities. Similarly, French savings 
banks are important public lenders with 
61 per cent of their assets on loan to public 
authorities. 

In the United Kingdom, although lend¬ 
ing to the public authorities at present 
amount to about 57 per cent of the savings 
banks assets, a change is likely as the 
trustee savings banks gain their inde¬ 
pendence and are officially authorised to 
build up their own credit business. 

Although not strictly comparable, 
lending by the West German savings 
banks to the public authorities accounted 
for only 12.6 per cent of total leuding 
and investment. The funds of the central 
TSB are employed in the London 
money market where high interest rates 
have given an opportunity to earn sub¬ 
stantial returns. The trustee savings 
banks, which until recently were not 
allowed to offer overdrafts and acted only 
as agents for personal loans, have from 
November, 1974, been making loans aval- 
able in a scheme involving 200 of the 
1,550 branches in the movement. 


they make loans and invest in areas other 
than the public sector. 

Stimulated by economies of scale and 
changes in banking regulations, there has 
been an important merger movement 
which, taken in conjunction with the 
growing centralisation of their operations, 
has meant a significant change in their 
structure. Though this trend has been 
interrupted by changes in the pattern of 
savings in response to such problems as 
inflation, the long-term strengthening in 
the foundations of the savings banks 
should insure a significant role for them 
in the future. 

Ill 

Trust Banks in Japan 

The trust banks in Japan are, along 
with the three long-term credit banks, the 
major source of long-term financing 
for large-scale industry and trade. The 
actual trustee business is small, and the 
lending of funds, mostly in money or 
loans, accounts for the largest part of 
their operations. 

Trust companies in Japan were most 
successful! during the 1930s when they 
were able to distribute higher yields than 
the interest on commercial bank deposits 
provided, and, as a result, they expanded 
rapidly. However, the last war, the 
inflation which followed and the drastic 
changes in property distribution dealt 


severe blows to the trust business; in order * 
to assist the surviving trust companies, 
the government, in 1948, allowed to 
operate ordinary banking business as well, 
changing their name to “trust and bank¬ 
ing companies'. 

To stimulate their business further, 
particularly in long-term financing des¬ 
perately needed by industry and trade in 
the post-war recovery period, trust banks 
were allowed to operate Joan trusts, a 
form of savings peculiar to Japan. Based 
on uniform trust agreement concluded 
between a trustee (the trust bank) and 
settlers (the depositors), large funds 
become available which are jointly* 
managed as money trusts and used 
chiefly tor loans or for discounting bills. 
Both principal and interest are guaran¬ 
teed and are, in effect, similar to time 
deposits. They arc accepted in units 
of Y 10,000 for periods of two or live 
years, and the management of funds is 
largely left to the bank's discretion. 

Loan trusts have developed favourably 
and have become the most important 
business of the trust banks.. There are 
today seven trust banks and one city bank 
with a trust division. In 1972, these 
banks accounted for nearly 30 per cent 
ot all bank loans for financing capital 
outlays by industry and trade, compared 
with 27 per cent for the long-term credit 
banks and 26 per cent for the city*- 
banks. Several are sizable institutions 

ll 


Tabu 

Total Savings and Average Savings Per Inhabitant at the End of 1973 

All banks & savings Local savings banks Poi.rOffice & central 
institutions • savings banks 


mvv avenues 

Since 1973, Swiss savings banks, whic 
do not form an homogenous group, hai 
substantially increased their share i 
domestic underwriting and floating ne 
bonds issues. After 1972, public demac 
fate securities grew strongly although tl 
savings banks did not encourage indiv 
duals to hold private portfolios, and tk 
savings banks had to adjust to the ne 1 
situation. Accordingly, in February 
1974, the Union of Swiss Regional an 
Savings Banks, previously preclude 
from underwriting issues arranged for th 
Swiss Federation, succeded in negotiatin 
fully fledged participation. 


Savings hanks in Europe have become 
more than institutions which merely 
mobilise savings and convert them into 
long-term funds. They are now more 
ajon to commercial banks in their efforts 
to recruit foods and, where possible. 


Total Average Total Average Total Average 

savings savings savings savings savings savings 

deposits per in- deposits per inhabi- deposits per inhabi¬ 
ts million) habitant (£s million) tant (£'s) (£’ s tant 

- _ t s > _ million) (£'s) 


Austria 

4,172 

555 

1.520 

202 

141 

19 

Belgium 

9,356 

954 

3,314 

236 

2,966 

302 

Denmark 

3,065 

614 

1,441 

289 



Finland 

2,733 

589 

758 

163 

230 

60 

Trance 

24,095 

462 

9,646 

185 

5,220 

100 

W. Germany 

44,280 

164 

24,775 

400 

2,272 

37 

Great Britain 

86,648 

1,563 

3,356 

60 

2,074 

37 

Irish Repnblic 

n.a. 

n.a. 

55 

' 18 

147 

49 

Italy. 

22,859 

416 

6,481 

118 

6,042 

110 

Netherlands 

7,418 

552 

1,662 

124 

1,213 

90 

Norway 

2,947 

750 

1,485 

378 

245 

62 

Portugal 

2,733 

318 

162 

19 

598 

70 

Spain 

17,021 

488 

6,895 

198 

438 

13 

Sweden 

8,940 

1,098 

3,723 

457 

1,094 

134 

Switzerland 

12,180 

1,939 

3,024 

481 

4,464 

711 
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each holding funds totalling nearly 
£ 4,000 million. 

Of the total trust bank funds in 1972, 
57 per cent was in loan trusts, 14 per cent 
in money trusts, five* per cent in company 
pension funds, equipment, property and 
other trusts, and 24 per cent in regular 
bank deposits. Because deposits are of a 
long-term nature, the trust banks are able 
to offer the highest yields and this pri¬ 
vileged position, which the trust banks 
have strongly defended, particularly 
against the city banks whose function was 
’ to provide short-term commercial financ¬ 
ing, has been the chief factor in their 
growth in the past decade. Indeed, this 
sector’s share of total non-governmental 
funds increased from eight per cent to 10 
* per cent between 1962 to 1972. 

The defensive attitude of the trust banks 
arises from the weakness in their com- 
; petitivc position. Compared with 2,429 
r city branches and 4,576 local bank bran¬ 
ches, trust banks have only 268 branches 
throughout Japan. This restricts their 
capacity to compete for mass public depo¬ 
sitors and forces them to concentrate 
; on securing large (corporate) depositors 
1 in the big cities and also on lending to 
; large firms. 

tight money policy 

! The light monetary policy enforced since 

the beginning of 1973 has hit the trust 
t^bapks. There has been a sharp detcrio- 
: ration of earnings because of a rapid 
< decline in interest received on loans as 
j corporate depositors withdrew their funds 
: to tide over the financial difficulty. Since 
; corporate deposits account for more than 
i 90 per cent of all deposits, funds have 
1 fallen at an alarming rate. The custo- 
■ mary pattern of raising funds in the trust 
( division has become increasingly strained. 

J The prolonged credit squeeze has also 

! 


reduced the trust banks* profit margins: 
first, because of a sharp increase in fund 
procurement costs, including higher 
interest paid to depositors as well as a 
steep rise in staff and non-staff expenses, 
and, second, because of a decline in pro¬ 
perty transactions in the past 18 
months. 

Commission from property transac¬ 
tions grew at a remarkable rate of nearly 
20 per cent since 1971 until it reached a 
peak in 1973. 

external factors 

These unfavourable external factors 
come at a unfortunate time for the trust 
banks since they have been making genuine 
efforts to diversify and expand their 
operations both at home and abroad. In 
particular, following the city banks’ 
aggressive expansion overseas, the trust 
banks too have been trying to move into 
capital participation in international 
banking ventures. Efforts are also being 
made to reduce costs through moderni¬ 
sation to cut back on investment in new 
branch offices and also to reassess the 
policies pursued during the high econo¬ 
mic growth era. 

The vulnerability of the trust banks 
has been highlighted in the current econo¬ 
mic recession and it could have important 
repercussions on their future. Although 
the trust banks will continue for the time 
being to hold a firm place in Japanese 
banking, they will be facing increasing 
competition from the city banks which 
are continually pushing for greater 
diversification and demanding merjprs 
between banks of different categories, 
which at the moment are prohibited. If 
the restrictions are eased eventually, it 
is likely that the smaller trust banks will 
Table III 


move toward* mergers with tW t&tf 
banks. 

IV 

Thrift It) thft United Stetea 

Savings and Loan Associations (S&Ls) 
and Mutual Savings Banks (MSBs) are 
important non-bank financial intermedia* 
ries. S&Ls number about 6,000 and 
in 1970 and assets of about one-third Of 
the assets of the commercial banks* 
Their activities are regulated by the state, 
but their lending ability is generally 
restricted to property and share account 
loans. At the end of 1970 mortgage loans 
accounted for over 85 per cent of their 
total assets. Their main source of funds 
is a special type of savings deposit. 
The MSBs, although far less numerous, 
and with assets only one-half as large, 
also specialise in providing finance for 
housing. At the end of 1970 mortgage 
loans accounted for more than 70 per cent 
of their total assets. In contrast to 
S&Ls, however, they may also hold 
corporate debt instruments and some 
equity issues, and in ccrtainstafes may also 
make consumer loans. While some states 
permit MSBs to accept demand deposits, 
their major source of funds is savings 
deposits (Table III). 

Both these thrift institutions have re¬ 
cently been squeezed owing to the vulner¬ 
ability of their maturity structure in a 
time of rising interest rates. 

Their liabilities (due to depositors) 
are in practice due on demand while their 
assets (largely home mortgages) are long¬ 
term. Ability to compete effletively 
against market interest rates is, therefore, 
severely limited because assets are tied 
up in mortgages contracted at lower 
interest rates, i.e. the income for mortgage 
portfolios can be viewed as a weighted 


(US $ million) 


Savings and Loans Institutions in the USA 


End of period 


Assets 


Total 

assets 


Loans 


Federal, 
state & 
local govt, 
corp. & 
other 
securities 

Cash 
& other 
assets 

Total 

assets 

Mortgages 

Investment 

securities 

Cash 

Other 

End of period Mortgages 

Other 

Strings & Loan Associations 





Mutual Savings Banks 




1970 

150,331 

13,020 

5,506 

9,326 

176,183 

1970 

57,775 

2,255 

16,224 

2,741 

78,995 

1971 

174,250 

18,185 

2,857 

10,731 

206,023 

1971 

62,069 

2,808 

21,393 

3,100 

89,369 

1972 

206,182 

21,674 

2,781 

12,590 

243,127 

1972 

67,563 

67,563 

26,289 

3,761 

100,593 

1973 

232,104 

21,027 


19,227 

272,358 







1973—Sept. 

229,182 

20,025 


19,008 

268,215 

1973—Aug. 

71,713 

3,986 

26,313 

3,778 

105,789 

1974-Sept.* 

248,002 

21,158 


22,920 

292,080 

1974—Aug. 

74,724 

4,031 

25,775 

3,853 

108,383 


•Provisional Source: Federal Reserve Bulletin November 1974 
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sum of current and past mortgage rates, 
the wights reflecting the dating of past 
mortgage loans. Between 1965 and 
1969, for example, the rates on new con¬ 
ventional home mortgage rose by two 
percentage points, whereas the average 
return on S&L earning assets, in¬ 
cluding both existing and new mortgages, 
rose by only six-tenths of one per cent. In 
California, the home of eight of the 
nation's ten largest S&Ls, despite mort¬ 
gage rates that reached 9 to 10 per cent 
in 1974, the average yield on California 
S&L mortgage portfolios was only 
about 7J per cent. 

Furthermore, in the United Slates, un¬ 
like some other countries, mortgages are 
genuine flxed-interest long?term contracts 
in which the borrower hedges both his 
cash flow and also the interest compo¬ 
nent, while federally insured and guran- 
teed mortgages arc subject to interest 
rates ceilings. 

In these circumstances, the thrift institu¬ 
tions cannot (without eroding reserves) 
oflfer competitive rates on deposits.; the 
rate of growth in their deposits is likely to 
fall as funds are moved into closely com¬ 
petitive deposits with the commercial 
banks. 

The dilemma of the thrift institutions in 
times of rising rates is clear: if rates paid 
to depositors are not raised net inflows of 
funds fall and illiquidity threatens, while 
if those rates are increased, profitability 
declines. 

state restrictions 

Compounding this, problem are the 
rigidities on the liability side of the thrift 
institutions' balance sheets which derive 
from the influence of state usury restric¬ 
tions on the payment of interest. Such 
restrictions have generally remained at 
levels established before the dramatic 
rise in interest rates in the middle of 1974, 
leading to a distortion of the market- 
determined allocation of savings through 
market rates of return moving higher than 
interest rate ceilings. The result is known 
as ‘disintermediation’, the outflow of 
funds from the thrift institutions in favour 
of other financial intermediaries. 

Thus, owing to rigidities on both the 
assets and liabilities side of the thrift 
institutions balance sheet, the allocation 
of savings by the market to those institu¬ 
tions is, in times of rising interest rates, 
curtailed. 

In times of economic and monetary 
slack, however, those institutions find it 
relatively easy to attract funds, both 
because market interest rates fall below 
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the usury ceilings and because of the stable 
(in relation to institutions with a shorter 
maturity structure such as commercial 
banks) rates of return on their assets. 

Since the non-bank thrift institutions 
are the main source of mortgage finance, 
it is easy to understand why housing con¬ 
struction in the United States has for 
many years followed a pattern counter to 
the general movement of the economy, 
expanding in periods of economic slack 
and contracting in economic expansion. 

Partly in order to protect non-banking 
financial intermediaries that arc less able 
than the commercial banks to compete 
for funds by offering higher return on 
deposits in periods of monetary restraint, 
the Federal Reserve Board has the power, 
through Regulation Q, to impose interest 
rate ceilings on lime and savings deposits 
of member banks. In addition to Regu¬ 
lation 0* there is considerable federal 
regulation in the mortgage market, in¬ 
cluding measures designed to offset 
fluctuations in the flow of private savings 
to the financial institutions operating in 
that market, lor example. Federal 
Home Loan Banks (FHLB) were 
established to provide credit for private 
non-bank mortgage lending institutions 
such as the S& L\ and the MSBs. 

On June 30, 1974, the S&Ls had borro¬ 


wed $ 20,000 million from the FHLB, 
a substantial increase over the $12,700 
million borrowed a year earlier. In 
addition to such loahs, Federal interven¬ 
tion also takes the form of the direct- 
purchase of mortgages from the thrift 
institutions by federal agencies such as 
the Federal National Mortgage Asso¬ 
ciation and the Government National 
Mortgage Association, thus enabling the 
institutions to expand their lending. 

Such help, however, is only part of 
the answer. Some interest rate flexibility 
on both sides of the S&L and MSB 
balance sheets has been advocated: 
The Federal Home Loan Bank Board, 
for example, already has the authority to 
permit variable-rate mortgages (whereby 
extended maturities of higher monthly 
payments, on the pattern of the British 
system, permit the lender to obtain greater 
repayments as interest rates rise) and some 
thrift institutions have already begun to 
experiment with them. 

Sources and acknowledgements: The 

foregoing summarises a report in a 
recent issue of Barclay’s Bank Review', 
(published by the Group Economic 
Intelligence Unit, 54 Lombard St,. 
London Ec3P: 3AH) but the GEIU is 
responsible neither for the wording of 
my summary nor for my interspersed 
comments. ♦ 
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WINDOW ON THE WOULD 


Children’s right to health 


Thb means exist to stamp out much of 
the disease that still robs the lives and 
health of countless children in the count¬ 
ries of south-east Asia and other develop¬ 
ing countries but they have not yet been 
applied on a large scale except for small¬ 
pox. Vaccines against diphtheria, per¬ 
tussis, tetanus, poliomyelitis and tubercu¬ 
losis are effective and have helped dra¬ 
matically reduce mortality in developed 
'countries but most developing ones 
have not yet used them on a large scale. 

Goverments of developing countries 
often do not appreciate that immuniza¬ 
tion is the most cheap and the most effec¬ 
tive method of controlling some diseases 
and the only way to control others. To 
bring this home and to work out new, 
more dynamic, approaches to the question 
WHO held the second regional seminar 
on the Epidemiological Surveillance of 
Communicable Diseases (Immunization 
Programmes) from November 19 to 26 
1975 at the World Health House in New 
Delhi. Representatives and specialists 
from Bangladesh, Burma, India, Indone¬ 
sia, Maldives, Mongolia, Nepal, Sri Lanka 
and Thailand pariticipated. 

Immunization programmes over the 
fast three or four decades have almost 
eliminated poliomyelitis, diphtheria and 
tetanus in economically developed 
countries and greatly reduced cases of 
tuberculosis and pertussis. Except for 
smallpox, the same diseases rage unchec¬ 
ked in developing countries. In this 
region thirty-five million children are 
born each year; only a small fraction are 
protected against the dangerous and 
killing diseases of childhood. 

Immunisation programme 

To mobilize world opinion and assist 
member states, WHO initiated an ex¬ 
panded programme on immunization. 
The aim was to lift immunization from 
the quiet routine in which it has slumbered 
for so long and show that problems, 
even in the least economically developed 
countries, can be solved if tackled energeti¬ 
cally. As the dramatic success of the 
smallpox programme showed, problems 
can be overcome given the will io succeed 
and the proper organization to do the job. 

The real impetus to the programme 
came, however, at the time of the twenty- 
seventh World Health Assembly in May 
1974, when the delegates held a detailed 
discussion on immunization. In a resolu¬ 
tion, the twenty-seventh World Health 
Assembly noted, “that At extensive regions 
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of the world, immunization is available for 
only a small proportion of children in 
in the susceptible age-groups”, and 
recommended that “Member States deve¬ 
lop or maintain immunization and sur¬ 
veillance programmes against some or 
all of the following diseases: diphtheria, 
pertussis, tetanus, measles, poliomyelitis, 
tuberculosis, smallpox and others, accord¬ 
ing to the epidemiological situation in 
their respective countries.” 

The World Health Assembly requested 
the director-general to take active 
measures to assist member states to 
analyse the difficulties that had hitherto 
prevented the establishment of adequate 
programmes and to advise on how these 
might be overcome; to facilitate the supply 
of vaccines to countries as their capacity 
to use them effectively increases, and to 
develop a system of ensuring the quality 
of vaccines obtained by countries lacking 
laboratory facilities. The present semi¬ 
nar was organized as an answer to one of 
the requests of the Assembly. 

overcoming obstacles 

In developing countries, transport 
is scarce everywhere. But motorcycles 
and cycles can often be used to supplement 
or even replace expensive vehicles. Also, 
many of these expansive vehicles stand 
idle because they lack simple spare parts. 
Imported vaccines cost money but in 
some cases they can be bought in bulk 
and repackaged in the region, others 
qan be made locally. Quality must be 
assitred. Too often, giving bad or ineffec¬ 
tive vaccine may prove worse than use¬ 
less. To cope with these problems 
developing countries cannot copy the 
solutions of others, where everyone has 
easy access to a doctor, literacy is wide¬ 
spread and transport presents no problem. 
Community oriented, active programmes 
are more closely fitted to the region’s 
need. 

Before embarking on any wide scale 
immunization of children a lot has to be 
done. Perhaps the most important is to 
set realistic targets, realizing that this will 
be a long-time programme, and, most 
important of alt, enlisting government and 
public support for these goals. Once the 
targets have been set the next thing to do 
is to get down to work. 

As the smallpox eradication campaign 
showed, one of the first steps should be 
to make sure that vaccine is delivered on 
time and of sufficient quality to do the 
job. This means setting up a cold chain, 
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protection 

something that many ice cream matmfac- 
tureers are able to do, and constantly 
checking on its functioning. Develop¬ 
ing countries might also insist that 
manufacturers of vaccines imported from 
abroad pack it in simple insulated boxes 
equipped with cooling cells and thermal 
indicators: the extra cost will not, in most 
instances, exceed one cent per dose. 
Moreover, many countries in the region 
may be producing too much vaccine, or 
of types that may not be necessary, e.g. t 
smallpox, or vaccine of poor quality. 
Regional cooperation through WHO 
could simplify procurement, often obtain 
external support, and ensure higher qua¬ 
lity, lack of duplication and waste. 

no gupst doctors 

Finding out who does which job is next. 
Jobs must be strictly defined and res¬ 
ponsibilities allocated. A large variety 
of helping hands arc needed and, as other 
campaigns have shown, health measures 
do not require doctors at every step of 
the way. Administrators, drivers, 
vaccinators are essential. Vaccinators 
can be simply trained and should remain 
close to the population by living in vil¬ 
lages, for example, when covering rural 
populations. There is always a need for 
good middle level supervision. Having 
vaccines is no use if you can't get them 
where they are needed and they are not 
given when they get there 

Responsibility all the way down the 
line is crucial to success.' Too often the 
responsibility for delivering immuniza¬ 
tion to children has been diluted among 
general health services that are already 
overburdened with their routine activities. 
Starting at the top, there must be enough 
authority and organization to see that 
targets are met. In some cases a total 
mobilization of all primary health services 
for a short time, strengthened by the 
immunization teams, may be the best 
method. In others, full-time vaccina¬ 
tors carefully and actively visiting every 
village in the country, may be better. It 
is up to the governments to decide. 

From a practical point of view vacci¬ 
nation, done in a disciplined and dynamic 
way, will be the fastest to set up and have 
the greatest impact on childhood diseases. 
In many cases, it is the . only method, 
specifically for diphtheria, pertussis, 
tetanus and poliomyelitis. 

Asia showed it could do the job with 
smallpox. It should go on from there to 
conquer new grounds for health.—WHO. 
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'When Mr H.M. Bahuguna 

Was talking to newsmen in New Delhi on 
November 28, the day before his resig¬ 
nation from the office of chief minister of 
UP took effect, he said that he wOUld be 
a “free Citizen” after another 24 hours. 
This is pnblic acknowledgement of some 
kind that ministers are not “free citizens”. 
Some of us, of course, have always sus¬ 
pected this to be the case. However, if 
UP*s ex-chicf minister, is not displeased 
with the change of his status into that of 
a 'free citizen,” he could have had this 
change at any lime for the mere asking; 
Unfortunately, few ministers ever ask 
to be allowed to become “free eitizens”. 
Almost always they wait to be “asked”. 

Take even Mr Swaran Singh, who be¬ 
came cx-Defence minister a few days ago. 
He has no doubt accepted his return to 
the position of a “free citizen” with good 
grace. This is only to be expected of 
a man of his equanimity of temperament, 
moderation of personal ambition and 
maturity of political experience. It is in 
fact being said lhaf he has declined to 
consider offers of other political assign¬ 
ments or offices although it remains to be 
$een whether he has also resolved to with¬ 
draw himself entirely from public life 
or even from the political stage. Assum¬ 
ing, not unreasonably, that Mr Swaran 
Singh will take in his stride his departure 
from the central cabinet, it would still 
be true that he did not exactly ask for it 
but chose to wait until he was asked. 
The Statesman writes: “Having decided 
to drop Mr Swaran Singh, Mrs Gandhi 
took the obvious step of inducting Mr 
G.S. Dhillon into the cabinet as a 
representative of the Sikh community.” 
The Statesman has to be rather careful 
these days; otherwise, it is just possible 
that it could* have .looked al this matter 
rather differently and toyed with the 
somewhat different inference that, having 
decided to induct Mr G.S. Dhillon, who 
happens to be a Sikh, Mrs Gandhi deci¬ 
ded to create an appropriate vacancy 
t hrough t he exit of Mr Swaran Singh. 

The appointment of Mr 

Dhillon as a minister of the central cabi¬ 
net is, of course, anything but twice-bles¬ 
sed. It biesseth neither her that has given 
nor him that has, taken. In fact it is 


twice-accursed. The granting of a politi¬ 
cal office or indeed any public office, 
which is in the gift of the ruling party, 
or its leader in the government, namely, 
the prime minister, to the speaker of Lok 
Sabha must at once compromise the 
traditions or conventions of political 
non-partisanship, independence and 
impartiality built around the Chair. Se¬ 
condly, in this particular case, Mr Dhillon 
happened to preside over the Lok Sabha 
during a period when there were only all 
too frequently fierce confrontations bet¬ 
ween the ruling party and the opposition 
benches, fn the circumstances it would 
have been a miracle had his conduct of 
(he proceedings never become controver¬ 
sial. There was of course no such miracle. 
It therefore most certainly does not 
help to foster the values or mores of 
parliamentary government in our country 
for Mrs Gandhi to make Mr Dhillon a 
cabinet minister especially in the prevail¬ 
ing political context. Incidentally, it 
is significant that newspapers have been 
silent about this aspect of the Dhillon 
appointment. In the normal course wc 
might have expected to be treated to a 
few peals of editorial thunder. 

After this it is not sur- 

prising, surely, that there has been very little 
adverse press comment on the Bansi Lai ap¬ 
pointment either. The Statesman , however, 
may expect to be complimented on some 
adroit tongue-in-cheek talk. Commenting 
on Mr Bansi Lai’s transfer to the centre 
which it describes as having been widely 
expected, this newspaper writes: “He has 
impressed his followers and adversaries 
alike by his penchant for getting things 
done in Haryana”—-a left-handed com¬ 
pliment with the right hand knowing all 
about it. As a go-getter Mr Bansi Lai 
belongs in the illustrious company of such 
magnificent performers as Pratap Singh 
Kairon, Bakslii Ghuiam Mohammad and 
Biju Patnaik. If they too did not make 
it to the centre, they had themselves to 
blame only partly; the times were different 
then. It need not be doubled, however, 
that Delhi has always needed talents of 
that order or kind, although its need may 
be particularly great at present. 

Mr Bansi Lai is for the present 
a minister without portfolio. This 
could normally be a convenient des¬ 
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cription for a ministerial Jack-of-all- 
trades. It must be recognized, however, - 
that Mr Bansi Lai himself is a master of” 
quite a few. He should make, for ins¬ 
tance, an awesome—and 1 mean*“awe- 
some” and not <l awful”—Home minister. 
Mr Brahmananda Reddy, of course, is 
not indispensable by any means. Indeed, 
as things are, Mr Jagjivan Ram or Mr* 
Y.B. Chavan could become as easily dis¬ 
posable as Mr Swaran Singh. This is 
one reason why more than one newspaper 
has wondered whet her t he Sunday reshuffle 
is only the first stage of a more thorough 
reorganization of the central cabinet. It 
is however not necessary to speculate too 
early about possibilities in this area. 

Mr Chavan, for instance, seems to b# 
securely bound to his place at any rate 
for the time being. In fact, on the after¬ 
noon of that famous Sunday, he was at 
the Safdarjung airport gracing a demons¬ 
tration by the Ballooning Club of India. 
The club secretary, Mr Vishwabandhu 
Gupta, first took Mr Chavan up in a hot¬ 
air balloon gifted by the Balloon Club 
of America. This was what was described 
as a “tethered” flight since the balloon 
remained in contact with the ground 
through trailing ropes during the flight. 
Later Mr Gupta and Mr William R. 
Berry, president of the Balloon Club of 
America, went on a different kind of 
flight with the balloon floating freely in 
the air, that is, without being tethered. 
It is interesting that even when Mr Chavan 
chose to go up in the air in a balloon, 
he decided to stay “tied.” I cannot help* 
feeling that, had Mrs Gandhi decided to 
attend the demonstration, she would never 
have settled for a tethered flight for her¬ 
self. 

There are many practical 

reasons for the President being vested 
with the prerogative of acting on mercy 
petitions submitted by or on behalf of 
persons sentenced to death by the courts. 
The overriding philosophical justification, 
however, is that compassion should not 
be denied a place in human affairs. The 
two Naxalile prisoners hanged in the 
Secunderabad District Jail in Andhra 
Pradesh on the morning of December 1 
were no doubt convicted of murder by 
due process of law, but the fact remains 
that the sentencing court had passed the 
death sentence on them in 1972. This 
means that for more than three years they 
had been living under the shadow of the 
gallows. Even allowing for the fact that 
political pressures had been present in the 
clemency campaign, can it be contended 
that political considerations did not at 
all play any part in the rejection 
of the appeal for 
the commutation 
of the death sen- ^ 
tence? 
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Yesterday: 

RajNair 

and his colleagues 
atGrindlays 
evolved a cash 
management system 
for a big company 
to release 
Rs. 5 million 
for other uses. 


Today: 


RajNair 

showed an engineering 
services company 
how to save 


thousands of rupees 


every year. 
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Who ft Rej Nair? 

A Management Consultant in 
Grind)ays' Merchant Banking 
Division. Ha and his colleagues 
are doing as much for existing 
enterprises as for new. Preparing 
feasibility reports, helping 
negotiate loans. Designing 
systems. Assisting businessman 
measure performance through 


Tomorrow: 

& will start 
researching 
who will bay 
(activated carbon, 
1 where. 


management audits. Preventing 
waste by devising management 
accounting systems. Conducting 
industrial market research. 

Raj Nair and his colleagues at the 
Division help you run a better 
business, make industry produce 
at optimum cost and encourage 
profitable growth. They help 
Grindlays serve its customers in 
more ways than one. 

Who else works for 
Grindlays? 

Many other professionals 
like Rsj Nair. Working in 
different areas. 

Traders constantly working to 
obtain the best foreign exchange 
rates for Grindlays' customers. 
Teachers teaching modern banking 
techniques and allied subjects 
to Grindlays' staff so that they 
(unction better, and improve their 
skill and efficiency. Personnel men 
working to put the right man on 
the right job so that the job gets 
done better. Corporate Planners, 
coordinating the plans of all 
functions, monitoring their 
progress, helping to achieve the 
social and economic goals thattho 
Bonk has set for itself. 


There are many others. - 
Professionals at worn. In Grindlays 
professionalism is a creed. And 
this is seen in nil Grindlays'work. 
Whether in the traditional role of 
commercial banking or in newer 
ones like Management Consultancy 
and Merchant Banking. It is banks 
like Grindlays who have enlarged 
the conventional role of banks in 
India, extending it to cover wider 
areas of industry and finance. 


[siBaf'* 

LrHJ Limited 

mcwponM n 0* Unootf Kmgrtom 
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GRINDLAYS 
—Professionals in banking 
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f BOOKS BRIEFLY J 

Disillusionment with foreign aid 


Development Without External Assistance: Papers read at the Indian Economic 
Conference, Bodh Gaya, 1972; Popular Prakashan Bombay; Pp 79; Price Rs 15 

ECM and India—Papers read at the Indian Economic Conference, Tiruchirapalli, 
Popular Prakashan, Bombay; Pp 70; Price Rs 15 

Incenti ves and Productivity in Public Enterprises: J. Satyanarayana,; Popular Praka¬ 
shan, Bombay; Pp 153; Price Rs 36. 

Impact of Drought on Rural Life: V.R. Borkar and M.V. Nadkarni; Popular Praka¬ 
shan Bombay; Pp 64; Price Rs 18. 

A Survey of Research in Demography: P.B. Dcsai, Popular Prakashan, Bombay; 
Pp 440; Price not given. 

Centre-State Financial Relations -Papers read at the Indian Economic Conference 
at Bodh Gaya, 1972; Popular Prakashan, Bombay; Pp 113; Price Rs 20. 


The book Development without External 
Assistance contains the summaries of lhe 
papers and the proceedings of the Indian 
Economic Conference held at Bodh Gaya 
in 1972. 

There appears to be a certain amount of 
disillusionment about external aid provi¬ 
ding fuel for economic development of 
backward countries. The classical 
thought that foreign assistance accelerates 
the rate of growth of developing eco¬ 
nomies is getting a little discredited. On 
the other hand there is mounting evi¬ 
dence to suggest that foreign aid leads a 
deycioping country away from real deve¬ 
lopment. Thus the record of the twelve 
Latin American countries over the years 
1957-64 points out that “(he growth of 
GNP is inversely related to the ratio of 
foreign aid to GNP”. It is suggested 
that foreign aid leads to a less desirable 
composition of investment and hence a 
higher capital-out put ratio. What is worse, 
it reduces the incentive to save. Faced 
with famine, wars, devaluation and with 
the fact that foreign aid is no longer avail¬ 
able unlike in earlier years, India has to 
take decisive steps in this regard. 

signal service 

It was rightly felt that if the discussion 
at the conference could help better under¬ 
standing of the process of economic deve¬ 
lopment without external assistance, it 
would be rendering a signal service to 
all the developing countries which are 
faced with this economically intractable 
and politically explosive problem. 

The word that was on everybody's 
lips after the foreign exchange crisis of 
the late fifties and was given pride of place 
among the fundamental objectives of 


planning in India was ‘self-reliance*. The 
approach to the fifth Plan envisages the 
end of net concessional foreign aid within 
a period of five years. The problem is, 
can India do it? What are the policies 
to be followed to realise that aim? What 
are the implications of such policies? 
What is the magnitude of the task in broad 
aggregative terms? 

debt servicing 

R. K. Sinha has addressed himself to 
the last question. . Taking into account 
imports and debt-servicing and India’s 
exports, he has come to the conclusion that 
in 1972-73 the deficit in the balance of 
payments would be of the order of 
Rs 700 crores. J. H. Adhvarya has tried 
( to make the point that the overall growth 
ra[e of the economy depends upon how 
the imports which are financed by externa! 
aid are allocated between building up of 
additioning productive capacity on the 
one hand and utilising the existing capa¬ 
city on the other. 

Import substitution is rightly regarded 
as one of the instruments for achieving 
self-reliance. A.C. Minocha is however 
quite critical about the current policy and 
practice on the ground that there is ab¬ 
sence of full reckoning of all the costs, 
direct and indirect, and in many cases 
the programmes of import substitution 
have proved to be foreign exchange con¬ 
suming rather than foreign exchange 
saving. According to him, import 
substitution has “resulted in high prices 
of industrial goods with high import 
components which are unable to compete 
in international markets, high effective 
rates of protection which has distorted the 
pattern of resource allocation, excessive 


horizontal diversification at the plant and 
industry level, and discrimination against 
labour-saving industries and the tradi¬ 
tional export sector.” He has also warned 
that the current policy of import sub¬ 
stitution has been adversely affecting the 
domestic rate of saving. 

Since in broader perspective, import 
substitution is only a part of the overall 
investment strategy, S.N. Agrawal has 
issued a call for the reorientation of the 
development strategy towards revitalisa¬ 
tion of the villages through proliferation 
of small industries that arc not dependent 
on imported raw materials plants and 
technical know-h6w. 

self-reliance 

D. P. Guru has argued that in the pre¬ 
sent system of interdependent world eco¬ 
nomy, the goal of self-reliance has to be 
worked out with respect to a group of 
nations. The Asian countries, especially 
the South-East Asian countries, according 
to Guru, can develop without foreign assis¬ 
tance easily and at faster rate. If there 
is some form of effective economic co¬ 
operation among them. 

The papers in the book have raised a 
number of questions regarding self-reliance 
which call for more intensive analysis 
with a view to finding satisfactory answers 
to them to enable the country to be self- 
reliant. But as pointed out at one place 
in the conference proceedings, the enthu¬ 
siasm for raising questions has not been 
fully matched with precisely delineating 
the line of action. For example, two 
specific topics which have been suggested 
need special attention. One such subject 
is the identification of the industries 
which are going to be most affected by the 
termination of foreign aid and the pro¬ 
gramme of self-reliance and the prepara¬ 
tion in advance for absorbing the shock 
and meeting the challenge. The second 
subject is the action-plan for promotion, 
utilisation and dissemination of scien¬ 
tific knowledge and technology so as to 
meet the requirements of rapid growth 
when foreign aid is no longer there. 

The papers in this book may not 
provide satisfactory answers to various 
relevant questions raised they cer¬ 
tainly bring to our notion the various im- 
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plications and issues raised by the objective 
of self-reliance which has become a 
favourite slogan with our planners. 

TRADE WITH ECM 

What would be the impact of the 
European Economic Community on 
Indians foreign trade and therefore on the 
economic development of the country? 
This question is agitating the minds of 
most economists in India for quite some 
time. It was therefore extremely appro¬ 
priate that the subject of ECM and India 
was chosen as one of the subjects to be 
tackled at the session of the Indian Eco¬ 
nomic conference held at Tiruchirapalli 
in 1973. This volume ECM and India 
contains the summaries of the papers 
written for the conference as also the pro¬ 
ceedings which took place there. 

With the joining of the United King¬ 
dom* Ireland and Denmark on January J * 
1973, the European Economic Communi¬ 
ty (consisting of the original six members, 
namely Belgium, France, West Germany, 
Italy, Netherlands and Luxemburg) has 
become “the single most important trad¬ 
ing block of the world.” The ECM 
has also a special trading relationship 
with a number of 'associate' countries. 
The ECM accounts for 40 per cent of 
imports and 41 per cent of exports of the 
world. It therefore follows that the ECM 
occupies a dominant position in the world 
trade. It also would mean that the 
economic policies adopted by the ECM 
would greatly influence the world 
economic scene. The ECM has 
been an important trading partner of 
India. Thus on the basis of the statics 
for 1971-72. the enlarged ECM would 
account for nearly 20 per cent of India's 
exports and about 25 per cent of her 
imports. 

zero tariff 

The working of the ECM as a common 
market is based on the principle of a zero 
tariff on the goods of member countries 
and on external tariff (CET) on the goods 
of the non-member countries. Special 
tariff preferences are granted by the ECM 
to its 'associate' countries. In view of 
the enhanced importance of the enlarged 
ECM for the future of Indian exports, the 
structure of tariffs and preferences relating 
to Indian goods acquires special signifi¬ 
cance as a determinant of India's export 
earnings. The structure of tariffs and pre¬ 
ferences applicable to Indian goods in 
countries of the ECM has been twice 
altered in a major way since the inception 
of the ECM in 1958—once during the 

S ara 1958-64 and second time in July 
71 when the ECM adopted its variant 
of the scheme of the Generalised System 
of Preferences (GSP) to provide pre¬ 


ferential treatment up to a limit to selected 
manufactured and semi-manufactured 
goods of developing countries exported 
to EEC. The concessions under the GSP 
scheme have been extended on ‘a non¬ 
reciprocal basis. India is one of the 
countries which is likely to benefit from 
this scheme. 

Of special significance to the Indian 
economy is the likely impact of the UK's 
entry into the ECM in view of UK’s im¬ 
portance as India's major trading partner 
and the commodity composition of Indo- 
UK trade. The loss of substantial 
Commonwealth preferences enjoyed by 
Indian goods on the one hand and the 
duty-free entry for competing goods 
from other member-countries and asso¬ 
ciate countries of EEC in the UK market 
on the other hand are likely to adversely 
affect Indian exports to the UK market. 
It is estimated that about two-thirds of 
India’s exports to UK market would be 
affected by this tariff adjustment even 
after taking into account the concessions 
offered under the GSP scheme of the 
EEC. It should also be noted that by 
July 1977, the intra-EEC trade would 
become duty-free and the extra-EEC trade 
would be subjected to the full CET rates 
of the EEC. 

burning question 

Every participant naturally concent Fated 
on the burning question that related to the 
likely impact of the enlarged EEC on the 
future of India’s exports, after taking into 
account the possibilities of expansion of 
India's exports under the GSP scheme of 
the EEC which will operate in the markets 
of the enlarged EEC. The leading issue 
that attracted much attention was “to 
estimate the net effect of opportunities 
for trade creation due to enlargement of 
the EEC and the trade diversion and trade 
erosion effect of the enlargement of the 
ECM both in the short and the long run. 
Naturally if the net effect of these deve¬ 
lopments is found to be adverse for Indian 
exports, suitable alternative policy mea¬ 
sures need to be examined, it was felt, 
for minimising those likely adverse effects. 

The eight papers which are summarised 
in this book constitute an important set 
in the literature on the subject taking a 
varied look at the historical perspective 
and problems of trade relations between 
India and ECC. By and large, the focus 
of most of these papers has been on dis¬ 
cussing the central issue of the net effect 
of the various developments in the working 
of EEC. on India’s exports and to 
examine policy options open to India. 

Whereas all papers discuss the historical 
aspect, the time periods covered by them 


vary. Put together these papers prepare 
the background detailing the volume, 
direction and composition of Indian ex¬ 
ports and imports and balance of trade 
with UK and the other countries of EEC 
in the historical * perspective. This 
perspective enables the leaders to appre¬ 
ciate the relevance of the central issues. 

trade diversion 

According to Rameshwar Tandon 
"there was a definite trade diversion as far 
as India’s exports to these countries are 
concerned as manifested in the declining 
share of EEC’s imports from India 
compared to imports from other member 
countries and from other associate terriA 
lories.” He is of the opinion that India 
has not benefited from the protectionist 
club of these rich developed countries. 
He has suggested that India should conduct 
both bilateral and multilateral trade agree¬ 
ments to protect its interests. G.S. Kal- 
yankar opines that India made no cons¬ 
cious attempts to improve its trade rela¬ 
tions with the ECM countries during 
1962-69. He therefore has suggested 
that fresh agreements be negotiated bet¬ 
ween India and the EEC. 

D.D. Guru has taken up the issue of the 
possibilities of expansion of India's ex¬ 
ports to the enlarged EEC through the 
limited tariff preference granted by the 
EEC under its scheme of GSP. Accord¬ 
ing to him, GSP as operated at present * 
gives very little benefit to the Indian 
exports and this little benefit is likely to 
be more than offset by the adverse effect 
on India’s exports to the UK by the loss* 
of Commonwealth preferences. Thus he 
has painted a black future for India’s 
exports to the enlarged EEC. He has 
emphasised the need for special bilateral 
trade agreements by developing countries 
such as India with EEC to enable them 
to make full use of trade preferences to 
promote their growth. He is of the 
opinion that there is a clear need 
for India to negotiate special trade agree¬ 
ments with the EEC to take care of the 
specific problems which India would be 
facing in its trade relations with the 
enlarged ECM. 

D.N. Gurtoo has commented on the 
possible adverse effects on exports of 
cotton textiles and juu? goods from India 
while V. Sharan has opined on the basis 
of the past records that "the trade crea¬ 
tion effect of UK’s membership of the 
ECM for Indian exports would be nil or 
negligible." He has explained in detail 
the process of inter-country substitution as 
a result of the institution of inverse pre¬ 
ferences in the UK market and he thinks 
that "this process will hurt most of Indian 
exports to the UK especially tobacco. 
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leather, coffee, qilseeds, cashew kernels, 
jute; and coir products.” He has calcula¬ 
ted that the net trade diversion effect of 
UK’s entry into the ECM on India’s 
exports would be of the order of Rs 18.5 
crores. 

A. C. Angarish has pleaded for greater 
understanding on the part of the EEC 
to take care of India’s needs in future 
negotiations, and that India on her part 
should take steps to cut down costs and 
diversify her markets. 

Most of the contributors have drawn a 
gloomy picture of the effects of the for¬ 
mation of the EEC and the enlargement 
of the EEC on the performance and 
prospects of India’s exports. Drawing 
support from the Kojima hypothesis 
which has been borne out by statistical 
evidence indicating that the imports of 
developed countries from developing 
countries have been growing at a much 
lower rate than the growth of national 
income of the developed countries, many 
contributors have concluded that develop¬ 
ing countries must combine to form 
regional blocks to protect their interests 
in expanding world trade for accelerating 
their growth rate. Most have also ad¬ 
vocated that India should take measures 
for product innovation and adaptation 
to the needs of the foreign buyers and to 
consciously diversify markets for her 
exports. 

over-pessimistic 

Most of the contributors seem to have 
arrived at rather over-pessimistic conclu¬ 
sions. Most of them appear to judge 
future on the basis of the past. They 
appear to base their analysis on restric¬ 
tive assumptions and static conditions. 
This becomes evident from the develop¬ 
ment which have taken place since 1973 
when these papers were discussed. World 
is extremely dynamic and new and alto¬ 
gether unexpected developments appear 
affecting international trade. And yet 
India must take some precautionery steps 
to meet any eventualities as she has been 
already taking. India must further diver¬ 
sify her international trade and seek 
markets in west Asia. Consumer pre¬ 
ferences in foreign markets must be taken 
note of and quality and prices of goods 
adjusted accordingly. Inflationary pre- 
sures at home must be checked and cost 
of production must be brought down to 
increase competitive strength of Indian 
exports. Attempts must be made to form 
regional markets to increase competitive 
strength of Indian goods. Export stra¬ 
tegy must form an integrated part of the 
development strategy of Indian planning. 
While all these steps are being pursued, 
there is clear need to intensify our efforts 


further in all these directions. The merit 
of the book lies in this that the papers in 
the book warn India to take steps to meet 
the possible adverse efforts on her ex¬ 
ports due to the enlarged EEC. 

INEFFICIENCY IN PUBLIC 
SECTOR 

Public sector enterprises in India have 
come in for severe criticism On account of 
their unsatisfactory performance. Part 
of the blame is attributed to low producti¬ 
vity of labour, in spite oft he fact that most 
of the bigger units in the public sector 
have their incentive schemes in operation. 
Why is it then that these incentive schemes 
have failed to evoke adequate response 
from labour in these public sector under¬ 
takings. 

The book Incentives ancf Productivity 
in Public Enterprises is the result of a 
research study on Wages, Incentives and 
Productivity in Public Enterprises in 
India” spopsoied by the Research Pro¬ 
gramme Committee of the Planning 
Commission. The study aims at analy*- 
ising the incentive schemes in some 
public enterprises and an assessment of 
their impact on productivity of the enter¬ 
prises and earnings of the workers. 

The author has given in this book 
a brief theoretical analysis of incentives 
and productivity, an analysis of the incen¬ 
tive schemes and their working in public 
enterprises in general and detailed case 
studies of the incentive schemes in the 
Singareni Collieries Company Limited 
and Hindustan Steel Limited. 

, It would be interesting to know the 
findings of this study. The study is con¬ 
fined to working of incentive schemes, 
especially monetary incentives in public 
enterprises and their impact on producti¬ 
vity, cost of production, absenteeism and 
accidents on the one hand and earnings 
of workers on the other hand. 

An incentive scheme may provide for 
payment of incentive based on achieve¬ 
ment of production targets by a group or 
on the basis of improvement in labour 
productivity. The author is of the 
opinion that the former method of paying 
incentives is undesirable. Also in some 
cases, the nature of activity may be such 
that incentives may have to be paid on 
some other criteria like reduction in cost 
of production, safety and so on. The 
basis of paying of incentives for managerial 
staff will have to be different from the 
basis on which workers are paid as the 
managerial staff should be concerned 
not only with the achievement of in¬ 
creased level of production or producti¬ 


vity, but also with the quality of* output, 
inventory reduction, safety and so on. 

According to the author, in the present 
Indian context, as far as incentive to 
workers is concerned, it is essential that 
they should be given incentive based on 
labour productivity and also link it 
up with absenteeism. The author is also 
of the opinion that the employees at 
lower levels, mainly the direct produc¬ 
tion workers, may be given only 
monetary incentives. As far as the 
managerial staff is concerned they may 
not be motivated by monetary incentives 
alone. This means the employees in 
administrative departments should be 
motivated through other methods such 
as promotion or salary based on scientific 
merit-rating. The incentive rate should be 
sufficient enough for a worker to improve 
his productivity. A low rate of incentive 
in relation to the total pay packet may 
cease to be an incentive at all. On the 
other hand, a high rate of incentive may 
make the workers feel a sense of insecurity 
as the basic wage would form a low pro¬ 
portion of ibe toial pay packet. Accord¬ 
ing to the author, the scientific way of 
formulating an incentive scheme would be 
to provide a higher rate of incentive slab 
at higher levels of performance, assum¬ 
ing the size of the performance slab to be 
uniform throughout. 

incentive schemes 

In India incentive schemes arc in opera¬ 
tion in almost all big industrial public 
enterprises which have been in operation 
for quite some time. Also all public 
enterprises having incentive schemes in 
operation have only group incentive 
schemes. Most of the incentive schemes 
emphasise an increase in production and/ 
or productivity. There are however a 
few incentive schemes which lay emphasis 
on increase in production only without 
stress on productivity. A few enterprises 
in the public sector have comprehensive 
incentive schemes with multifold ob¬ 
jectives of increasing production, pro¬ 
ductivity, and reducing costs, inventories 
and absenteeism. The coverage of 
incentive schemes is mostly confined to 
employees below the level of foreman. 
According to the author, there is no rea¬ 
son why the supervisory staff and the exe¬ 
cutive personnel should not be covered 
by incentive schemes as the success of an 
incentive scheme depends to a great 
extent upon proper supervision and co¬ 
ordination by the supervisory and execu¬ 
tive personnel. 

In the Singareni Collieries the intro¬ 
duction of incentive schemes was thought 
of mainly to increase both production 
and’productivity. The schemes were 
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Century Rayon 

An example of social 
responsibility 


Century Ray*».i sets en example to other large 
corporations by its policy of lyntheeisl/to 
service to the community, fulfillment ol ita 
obligations to tha employers, the customers 
end the shareholders. And v*>t. you will be 
eurpri&ed. it is making tho highest contribution 
to the national exchequer b> way of tax 
payments at well ae foreign exchange sovfnga 
end eerninga 

In spite of runaway inflation in the coat of raw 
meter lilt end other Inputs such as labour, 
spares, fuel and water. Century Rayon seta 
enothsr example by holding the pnceline for 
Its products. 


PROFESSIONAL MANAGEMENT: 
Besides the philosophy, the secret ties 
in its professional management. 
Maximum dacanirthsanon and 
delegation ol authority end 
responsibility, has built an outstanding 
taam of managers and workers, with 
a completely autonomous decision 
making process in each of ita segments. 
• 

ASSISTING AUXILIARY AND 
ANCILLARY INDUSTRIES: 

Century Rayon believes in supporting 
a number of small entrepreneurs. 
Rightly so And it has become a 
benign big brother to a number of 
auxiliary and ancillary industries. It it 
helping them in threr» segments, viz. a) 
tha small scale aoppuers; b) tha small 
processors who use Century's bye- 
products and waste products c) 
a largo nation - wide community of 
smart weavers dependent on Century's 
supply of yam. Century Rayon ts 
helping them in markotmg. d 

THE NATIONAL EXChIQUER: 
How much do you think Century f 
Ravnn is paying by way of 1 axes ? 

To the tune of Rs. 8 crores in excise 
duty and othei 'avion over and above 
the income tax paid by (ha parent 
company. Century Spinning 8 f 

Manufacturing Co. Lid. to the extent 
of Rs. 7 crores per year 

EXPORTS: 

Why is it that the Ceniury Rayon 
Tyrecnrd is equal to the world's best? 
The testimony is constantly using 
exports to sophisticated international 
markets. The total foreign exchange 
earning ineludrng.Reyon Fabrics ft 
Chemicals so la* exceeds Rs. 5 crores. 

EMPLOYEE WELFARE: 



Century's workers aie happy because 
of one of the finest housing colonies 
provided to them, along with a club 
house, e cooperative baser and a credit 
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society. They enjoy the best 
educational facilities for their children, 
consisting of primary and secondary 
schools and a college for Arts, 

Scienco end Commerce. Ita medical 
care ts unique, with a full fledged 
60 bed hospital, and free medicine. 


COMMUNITY SERVICE. 



Recreation, too. is dear to its heart 
Vast playgrounds, beautiful swimming 
pools and gardens, a large library, its 
own network of roads and water 
works and. to top it all, one of the 
finest temples m a sublime atmosphere* 
ell these amenities constantly growing 
in size and quality. 



Century Rayon encourages sports 
both for the amateur and tits seasoned 
•pommorv Century s sports teams 
have been winning many • laurel 
on the playgrounds. 

CREATING EMPLOYMENT: 

In today's context, Ceniury Rayon's 
contribution is significant, by 
providing employment to over 6,000 
workers directly. And supporting en 
entire township dependent on it 

INDUSTRIAL RELATIONS: 

What would you say for a record of 
more than sixteen years of 
uninterrupted production, without 
losing e smgte manhour due to strike 
or strife ? Relations with the employees 
ere exemplary because of e direct, 
frank end honest rapport with them 
across the table, without external 
Intervention. 11 




In times of calamities like 
e«HlhqudkL'3. wars, droughts and 
floods. Century Raycn has sprung to 
tho call of duty voluntarily unending 
not only financial help but also 
providing volunteers and other relief 
measuies 

RESEARCH AND DEVELOPMENT. 



Well cauippod lahoiatoriw and a ream 
ol dedicated scientists arid technicians 
ensure the portion of Icarietship fur 
Century Hayon—be it the finest rayon 
filament yarn or the toughest, 
improved rayon tyre ccrd. 

V CAUSTIC SODA. 

To meet the needs of genuine users in 
the present acute shortage condition!. 
Century Chemicals is following a 
policy of supplying the enure 

K oduct.on to Actual Usors on the 
ists of past offtake, at fair piices. 



CENTURY RAYON 

Industry House. 

169,Churchgate Reclamation, Bombay 400020 
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introduced on a scientific basis with the 
help of specialist industrial engineers. 
To, create proper climate for the intro¬ 
duction of the schemes, they were dis¬ 
cussed with the trade union officials. 
These schemes are group incentive schemes, 
a group denoting “a gang of workers in 
process, as fixed by the Industrial Engineer¬ 
ing Department, on the basis of work-load 
studies.*’ The maximum incentive bonus 
fixed in all the incentive schemes is 75 
per cent of the basic wage. In order to be 
eligible for incentive bonus, the individual 
worker has to put in a minimum atten¬ 
dance of four days in a week. Thus the 
schemes are in a way linked up with 
attendance. 

The incentive bonus for supervisory 
staff is linked not only with labour per¬ 
formance but also with reduction in 
material cost, safety improvement and 
reduction in miscellaneous avoidable 
cost. The maximum rale of incentive 
bonus decreases with an increase in the 
basic wage. 

the effect 

What was the effect of the introduction 
of incentive schemes in Singareni collie¬ 
ries? According to the author, there 
was an improvement in the performance 
index in the case of most of the categories 
of workers. But the author has broadly 
inferred that “the workers are not moti¬ 
vated by the incentive schemes as they are 
not convinced of the method of computing 
incentive bonus.** Also some of the 
reasons for comparatively low perfor¬ 
mance was irregular supply of some items 
of raw materials, lack of storage facilities, 
bad working conditions in mines and so 
on. It was however noticed that the rate 
of fatal accidents has been generally low 
since the supervisory personnel were pul 
on a separate incentive scheme since 1959. 
The incentive schemes do not appear to 
have reduced the rate of absenteeism 
among workers. 

What was most disappointing was that 
most of the workers felt that their living 
conditions were better earlier titan at 
present in spite of the incentive earnings. 
The workers were of the opinion that they 
will be in a position to improve their per¬ 
formance only if the working conditions 
and quality of equipment improved. 
Equally disappointing is the finding that 
workers on the whole do not have job 
satisfaction. The workers as well as the 
supervisory staff do not seem to be happy 
with the incentive schemes as formulated 
and implemented at present. 

As regards Hindustan Steel Limited, 
bonus scheme was introduced in the three 
plants in December 1961. The need for 
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its introduction was felt because the pro¬ 
duction was much below the commissioned 
capacity and also to bridge the gap bet¬ 
ween supply and demand that obtained 
at the time. According to the author, 
possibly there was also some external pres¬ 
sure for its introduction. The first incen¬ 
tive schemes was essentially a scheme 
to achieve production targets. It was a 
group incentive scheme covering all 
employees up to and below the level of 
general foreman. The rate of incentive 
is uniform for all the production sections 
at a minimum of 10 per cent and maxi¬ 
mum of 50 per cent of the basic pay. 
According to the author, labour producti¬ 
vity or output per unit of labour was not 
taken into consideration in giving incen¬ 
tive bonus. This will have repercussions 
on the cost of incentives. Another way 
of reducing cost of incentives is to link 
incentives with attendance. According 
to the author, the basis of awurding 
bonus to supervisory and executive per¬ 
sonnel based entirely on the performance 
of production workers is not sound. 

In view of the government’s policy 
of expanding the public sector which is 
the subject of much criticism, this empiri¬ 
cal study by J. Satyanarayana assumes 
great significance. His conclusion that 
incentive schemes should be linked to 
labour productivity and not to production 
targets is very important and appears to 
be ihe crux of the matter of incentive 
schemes. It must also be understood 
that the cleverest of incentive schemes 
cannot be a substitute for good manage¬ 
ment and an undertaking with poor 
labour-management relations cannot work 
successfully any incentive scheme how¬ 
ever scientifically and meticulously 
evolved. These incentive schemes are 
only a part of the total motivating force 
^•increasing productivity and little can 
be expected from them unless other basic 
factors are also there to produce the ne¬ 
cessary results. While formulating incen¬ 
tive schemes, the government will have to 
bear these considerations in mind which 
arc brought out by this empirical study. 

LEARNING FROM THE PAST 

Maharashtra faced one of the worst 
droughts in 1972-73. For the under¬ 
developed region of Maharashtra, namely 
Marathwada, it was a nightmare. The 
book Impact of Drought on Rural Life 
is a study of the impact of the drought 
of 1972-73 on households in Marathwada. 

Maharashtra’s agriculture is still a 
gamble in the monsoon. Out of the 25 
districts of Maharashtra, in as many as 
18 districts the normal rainfall is less than 
1100 mm per annum. With a little over 
eight percent of the cultivated area under 
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imgarion, the state is generally drought- 
prone. The region of Marathwada is; 
even more vulnerable in this respect with 
just about 5,6 per cent of its cultivated 
area under irrigation. The normal rain¬ 
fall is deficient in all the five districts of 
Marathwada. 

The drought of 1972-73 has raised a 
number of issues. How were the vil¬ 
lage households affected? What was the 
extent of scarcity they fhced? How did 
they face the brunt of the drought? How 
was the land-use affected by the; drought? 
What were the material losses suffered by 
way of infructuous expenditure on culti¬ 
vation and decline in asset-holding? Were 
normal plans of family upset by the dis¬ 
turbance of the education of children or 
forced migration in search of employ¬ 
ment? Did the drought affect different 
rural households differently? Did any 
households benefit and improve its eco¬ 
nomic position in spite of, or because of 
scarcity conditions of 1972-73? The 
authors have made an attempt to find 
answers to some of the above problems 
by taking for analysis two villagcs--Adul 
and Bhadji—in Marathwada, 

deceptive indicators 

According to the authors, agriculture of 
the households was affected by the 
drought, but some of the accepted indica¬ 
tors are found to be deceptive and do not 
show the drastic impact of th' drought. 

Current fallow, for example, increased 
but not to any substantial degree. Crop 
intensity declined but again not signifi¬ 
cantly. Per acre yield declined due to 
drought very sharply and this was the 
only indicator which, according to the 
authors, truly reflected the disaster. But 
the real impact had been even much 
greater than what is indicated even by this 
indicator. Thus, for example, the culti¬ 
vators did undertake sowing activities 
which meant certain amount of expendi¬ 
ture. All the expenditure on cultivation 
proved infructuous and was lost. It was 
found that leaving the land fallow in the 
first instance would have been more eco¬ 
nomical. For example, in Bhadji culti¬ 
vators initially spent substantial amounts 
on cultivation of land, but production 
being not significant enough cultivators 
operating less than 25 acres lost not only 
their outlay, but also by way of wages 
which they would have earned if they had 
preferred to work on scarcity relief works 
which were then available. 

It was found that assets of almost all 
classes of households declined Signi¬ 
ficantly due to drought whfeh actually 
was spread over three years. The assets 
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of poorer groups declined more than those 
of better off groups. Having little assets, 
ft was found that landless agricultural 
labourers had not much to lose. In fact 
in some cases this group even improved 
their assets a little. 

It was found that among the assets, 
decline was greater in draught animals 
followed by other livestock, though in 
some cases the decline was greatest in 
jewellery. It was found that holding of 
agricultural tools and equipment actually 
improved among medium and large far¬ 
mers. It is noteworthy that no loss of 
assets was reported by way of theft or 
robbery in spite of the desperate position 
experienced by the people in general and 
the poor in particular. It is possible 
that the relief works provided by the 
government, apart from their other bene¬ 
fits* may have kept the mischievous ele¬ 
ments away from their anti-social activi¬ 
ties by providing some wages. 

remarkable thing 

One remarkable thing noticed was 
Jthat there was a positive response to the 
adversity on the part of many cultivators 
who tried to protect their level of income 
and assets by extra investment in farming 
when the situation improved slightly 
rather than merely resigning to one’s fate. 
Income earned through scarcity relief 
works proved to be a major source of 
livelihood for majority of the cultivators. 

In fact, both small farmers and agricul¬ 
tural labourers in some cases felt that 
their income in fact was somewhat higher 
in drought years*than in normal years. 
The authors remarks: “It is a painful 
commentary on the state of agriculture 
of small and .medium cultivators that 
they should find their occupation less 
remunerative than working in mctal- 
breaking centres; and it is equally poig¬ 
nant that it needed a scarcity of the 
magnitude to improve their lot as also 
that of agricultural labour.” This ex¬ 
perience also reflects on the effectiveness 
of relief works organised by the govern¬ 
ment. On the whole the miseries due to 
drought were certainly mitigated to a 
considerable extent by relief works, but 
not so much as to either improve their 
assets.position or clear their past debts. 

The small farmers and landless agricul¬ 
tural labourers were worried about the 
prospect of discontinuance of scarcity 
works* for they were not sure that they 
would get the same rate, of earnings and 
the same degree of continuity of employ¬ 
ment with the closing down of scarcity 
works. There was unanimity among all 
the rural households on the demand for 
continuance of such employment oppor¬ 
tunities on a permanent basis (which the 


government of Maharashtra is irying to 
provide under its Employment Guaran¬ 
tee Scheme financed with the aid of 
profession tax.) 

There is no doubt that the unfortunate 
drought of 1970-73 had several bright as¬ 
pects. The administration rose as one 
man to accept the challenge and showed its 
potentiality. It gained extremely valua¬ 
ble experience which may stand it in good 
stead, should any such or other exigency 
occur in future. It also revealed the 
basic integrity, morale and optimism of 
the rural masses. And above everything 
eke the drought revealed the great poten¬ 
tialities of rural works both to the 
administration and to all. One happy 
result of that worst drought in the 20th 
century has been the emergence of the 
Employment Guarantee Scheme is Maha¬ 
rashtra for which provision of Rs 50 crores 
has been made during 1975-76. 

It is a neat little book significant not 
only for the conclusions arrived but at also 
for the approach and the methodology 
which the authors have brought to the 
subject. 

POPULATION PROBLEM 

Interest in the study of population has 
attracted considerable volume of writing 
by Indian authors in recent years. A 
Survey of Research in Demography 
contains a comprehensive survey of 
the research-oriented writings on the 
subject of demography. The book covers 
broadly the period up the the end of 1969. 

It includes most of the research work done 
by Indian scholars on the subject. The 
sutvey outlines the development of den\p- 
graphy as a discipline in the west, details 
the scope of demography in general, 
analyses the principal .sources of data 
for demographic research in India and 
appraises the present state of research on 
population and related subjects. What i: 
possibly more important, this survey 
makes "an attempt to identify research 
topics relevant in the context of the plan¬ 
ned economic development of the coun¬ 
try. 

The problem lias assumed great 
significance in recent times in India. The 
questions regarding population ar 6 being 
approached from the point of view of 
philosophv, history, sociology, social 
philosophy, psychology, human gcogra- 
graphy, ecology, biology, physiology, 
genetics and of course economics. The 
point of view 7 which among the above has 
received by far the greatest attention in 
the history of literature on population is 
economic, the tendency to approach the 
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study from various other angles being a 
comparatively recent •phenomenon, cm- 
phasisng the fact nevertheless ihat the 
study be best approached simultaneously 
from a variety of angjes. 

The chapter on “Perspectives and 
Priorities” in a sense is the most impor¬ 
tant part of this book. A case is made 
“to nurse the development of demo¬ 
graphy in this country in order that it 
matures into a viable basic social science 
and in so maturing, serves the purposes 
it must in the present context.” This 
would depend upon the perspectives kept 
in view for the purpose. The author be¬ 
lieves that the work done so far in demo^ 
graphy is hardly of any significance and* 
Indian scholars therefore can start prac¬ 
tically from a scratch, the development 
in the past hardly acting as a constraint 
on the future course. 

The author has suggested a number 
of new lines along which research in 
demography should proceed in India in 
future. According to Him, the past 
cour>e of population is of immense rele¬ 
vance and its understanding needs to be 
extended and deepened through all the 
additional research that is feasible. In 
India there are hardly any studies con¬ 
ducted on the basis of this historical pers¬ 
pective. 

second perspective 

The second pcispectivc is the one of 
orienting demographic research to th^ 
needs of development. According to 
the author, the first task in this reconstruc¬ 
tion is methodological in nature. It 
deals with the prohlem of realigning the 
data at the lowest possible geographical 
level in order to obtain trends on the 
variation of population size, structure and 
other characteristics in the face of changes 
that were made from one to another cen¬ 
sus in jurisdiction, procedures, concepts 
and definitions, data processing and tabu¬ 
lation and presentstion of results. Accord- 
ing to the author, this would provide 
insights into the dynamics of India’s 
population winch might prove useful in 
pursuance of policies dealing with the 
present problems. 

Studies regarding population growth 
and structure would be required for assess¬ 
ment of present and future needs of 
various types of goods, services and 
installations as they relate to the size of 
the population and of vanous groups such 
as children of school age. Projections 
regarding population distribution and in¬ 
ternal migration would be required for 
planning for the needed seivices and 
employment opportunities. Demographic 
studies of manpower would be required 
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for de>ermina*ion of policies and formula¬ 
tion of programmes aimed a f development 
and effective utilisation of human 
resources. Thus planning for develop¬ 
ment calls for anticipation of the'course 
of population changes over the given 
reference period as well as prediction of 
demographic conditions that would pre¬ 
vail at the end of that period. Such 
perspective should thus determine the 
scope and content of demographic re¬ 
search to be taken up. This, according to 
the author, is a challenge before Indian 
demographers. 

Since all economic activities are meant 
ultimately to produce goods and services 
for satisfying human wants, study of 
demography and of various aspects of 
human population forms the very basis 
of economic planning. In fact, economic 
planning without a firm base provided by 
demographic studies and especially by 
demographic projections of various types 
might prove to he wasteful and irrele¬ 
vant. The two have to march hand in 
hand. But unfortunately in India econo¬ 
mists arc not demograohers and demo¬ 
graphers arc not economists with the 
consequence that the twin disciplines are 
being studied in isolation without taking 
into consideration the requirements of 
the other science. Mo wonder the demo¬ 
graphic studies in India arc lagging far 
behind the requirements of planning. And 
therefore P.B. De^ai has done well to 
make a comprehensive survey of demo¬ 
graphic studies in India, show the defi¬ 
ciencies and more importantly point out 
the perspective studies that would be 
of relevance from the point of view of 
economic development at which the 
country is aiming. 

A COMPLEX PROBLEM 

In the field of public finance, the pro¬ 
blem of centre-slate financial relations has 
become a complex problem defying satis¬ 
factory solution all these years and 
generating much heat every time a new 
Finance Commission comes to be appoin¬ 
ted. It was therefore rightly felt that 
the subject should be debated at the 
Indian Economic Conference when il 
held its session at Bodh Gaya in 1972. 
Since *he problem still hangs fire, it 
would be instructive to know if anything 
constructive or new was ..aid on the sub¬ 
ject by economists who look part in the 
debate. The book Centre-Stale Financial 
Relations is an attempt in this direction. 

Broadly speaking, »hc problems of 
federalism are two:—(1) the problem of 
resolving the maladjustment of resources 
and^ijpeds between central and state 
govetfsjfnents, and (2) and problem of har- 
, monkifag income with needs between slates 
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inter se. The way in which the first one is 
resolved will affect the future course and 
the strength of federalism and the way 
in which the second is resolved will 
affect the basic role and vitality of the 
states. Naturally a number of questions 
arise: What is the extent of the magnitude 
of the first problem prevalent in India? 
How far has the past experience aggrava¬ 
ted it? What have been the steps taken 
bv the centre as well as by the stales to 
solve it? What were the contributory 
factors for the presenl stalemate in the 
resource allocation between the centre 
and the states? Arc there any ways in 
which the resource position of the states 
can be improved.? 

significant problems 

All these problems assume significance 
for India because in respect of per 
capita income different states arc at 
different levels, some much above the 
all-India average and some others 
much below that. average. The problem 
assume > significance because if the 
differences continue, then, as R.J. May 
stated either the richer states come to the 
assistance of the poorer ones helping them 
to move to a higher material standard or 
the rich states in the long run will resist 
the pressure to assist the poor states and 
think of seceding. 

In any discussion of this subject, three 
things must be carefully borne in mind: 
(1) there exists an imbalance between 
the functional responsibilities assigned 
to states and the financial jesources allo¬ 
cated to them: (2) none of the articles 
170, 272, 275 and 282 of the Indian Con¬ 
stitution mentions what amounts are to 
be given to the states nor lays down prin¬ 
ciples according to which they are to be 
distributed among states: (3) transfer 
of resources is governed by the recom¬ 
mendations of two bodies—Finance 
Commission and Planning Commission. 

Almost all the contributors have touched 
this problem directly or indirectly. 
For example, P. K. Bhargava notes that 
the phenomenal transfer of resources 
since the first five-year Plan amply demon¬ 
strates the increasing fiscal dependence of 
the stales on the centre. According to 
him, it is unfortunate that the Finance 
Commission controls only about one- 
third of the total resources transferred. 
He has pleaded for strengthening of the 
Finance Commission. As the Planning 
Commission, a non-statutory body, con¬ 
trols major portions of the resources 
transferred annually to slates, they have 
therefore become subservient to the Plann¬ 
ing Commission. Bhargava has empha¬ 
sised that there is need to enlarge the 
functions of the Finance Commission 
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vis-a-vis the Planning Commission. 
While most hold similar views , Dr. 
V.B. Ghugc has gone one step further and 
has pleaded for the establishment of 
a permanent economic commission to 
remove the arbitrariness that has crept 
in the process of fiscal adjustment. There 
is no doubt that all these suggestions need 
carefbl consideration. 

With respect to tax-sharing, some inter¬ 
esting suggestions have been made. For 
example, M. D. Joshi has emphasised that 
it is time to remove uncertainty in this 
regard and instead of the percentage 
varying with each Finance Commission, 
there should be a constitutional pro¬ 
vision about the percentage share of in¬ 
come-tax that is to go to the states. He 
has also pleaded that the entire proceeds 
of income-tax should be distributed among 
stales, though P.K. Bhargava feels that 
ibis would create lethargy on the part of 
the central government as it will have no 
share in it. M.D. Joshi has also made the 
suggestions that the percentage share of 
excise duties going to states should be 
raised from 20 to 40 and that agricultural 
incomes should be clubbed with other 
incomes for purposes of income-taxation. 

A. C'. Angrish has examined the com¬ 
plicated issues involved in the transfer 
of resources from the centre to states and 
has concluded that the fiscal imbalance 
is due to uneven potential of unit states, 
location and multiplier effects of large 
national projects and economic planning. 
He has recommended that the basis for 
grants should be (i) the national interest, 
and (ii) fiscal equity. 

states 1 indebtedness 

The indebtedness of states to the 
centre is another problem that is 
causing headache to states as the com¬ 
bined interest and repayment charges 
averaged about 16 per cent of the states’ 
aggregate expenditure on revenue and 
capital account. Such a burden has 
ultimately increased states’ reliance on 
central grants and loans and also on 
unauthorised drafts on the Reserve Bank 
of India. Tensions of various types have 
come to be built with the union and the 
financial relations have been strained for 
long. To solve this problem. Dr, V.B. 
Ghuge has recommended steps such as 
rationalisation of states* own efforts to 
increase their current revenue, inclusion 
of corporation tax and customs duties 
into the divisible pool, rescheduling of 
the existing union loans and establish¬ 
ment of an economic commissionto review 
the entire question of financial relations 
between the centre and the states. But 
as somebody has remarked, this would 
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require about half-a-dozen amendments 
to the Indian Constitution. 

Balanced regional development has 
been another objective that has to be kept 
in view while tackling the problem of 
transfer of resources from the centre to 
the states. Patnaik has contended that 
‘in view of unequal endowments of re¬ 
sources and in view of levels of develop¬ 
ment arising out of historical and natural 
reasons, inter-regional transference of 
resources is necessary so that maximum 
growth and welfare of the country shall 
take place/ 4 But then D.N. Jha has 
rightly warned that “much of the financial 
crisis of states—particularly that of Bihar 
—is on account of their inability to under¬ 
take unpopular measures of revision of 
tax levies, disinclination to introduce new 
measures and little concern with adminis¬ 
trative efficiency and economy/* Back¬ 
ward states which hav^ been persistently 
claiming higher proportion of resources 
transferred from the union to states need 
to take note of this as also the adverse 
effect it will produce on the overall growth 
rate of the national economy, 

regional inequality 

The problem of regional inequalities 
is similar to the problem of personal 
inequalities. There appears to be a sort 
of conflict between national growth and 
regional equality. Is growth to be pre¬ 
ferred with growing regional inequalities 
or regional equality with slower growth 
rate of the national economy? It appears 
that a balance will have to be struck bet¬ 
ween the two apparently conflicting ob¬ 
jectives, care being taken at the same 
time to see that stales do their utmost 
to exploit their own resources. 

The question of states’ autonomy also 
came in for discussion and there was 
much debate on the recommendations of 
Rajmannar Committee. Is it proper to 
link the autonomy demand with the 
paucity of resources? In that case the 
demand for autonomy should have come 
from states such as Orissa and Bihar and 
not from Tamil Nadu which is one of t he 
better off states. 

Reviewing the subject of financial trans¬ 
fers over the past quarter century, there 
is no doubt that there have been failures 
in the spheres of unauthorised over¬ 
drafts, distribution of central transfers, 
equalisation of state services and depen¬ 
dence of states. The causes for those 
failures were mostly on account of the 
division between Plan and non-Plan reve¬ 
nue expenditure, inability to lacklc the 
problem of fixing norms of taxation, 
.expenditure and investment, and conse¬ 
quently the fall-back on the deficit princi¬ 
ple, neglect of the indebtedness and pay- 
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meat problems of the states, unwilling¬ 
ness to think out the principles of Plan 
assistance and large direct transfers made 
independently cither of the Finance 
Commissioner of the Planning Commis¬ 
sion. 

Ideally, any new plan or approach 
should supply federal funds to states in 
ways, that will (i) not only relieve imme¬ 
diate pressures on the state treasuries, but 
also be able to promote economic growth, 
(ii) improve the distribution of federal- 


state burdens, (iii) feduce economic 
inequalities and fiscal disparities ambng 
the stales, (iv) stimulate state tax efforts, 
and (v) build up the vitality, efficiency and 
fiscal independence of state government. 

The device that can serve all these ends 
simultaneously has yet to be found. But 
we have to thread our way en route to 
a resolution of this financial dilemma. 
There appears to be no short-cut to this 
extremely important and a very complex 
financial problem. 
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TRADE 

WINDS 

OPEC and the World concerned, they do have to 


Economy 

f 

When the OPEC announced 
its last instalment of increase 
in the price of crude which 
was 10 per cent effective from 
October l last, our Com¬ 
merce minister, who happened 
to be in Tehran immediately 
after the announcement, very 
promptly and generously 
said that the government of 
India fully appreciated the 
reasons behind the increase. 
Simultaneously there has 
been an attempt to make it 
appear that it is the industriali¬ 
zed countries which have to 
worry about these increases 
in crude prices most and that, 
^though the economies of oil 
importing developing countries 
might also be strained, often 
seriously, the OPEC count¬ 
ries would still somehow 
manage to provide relief to the 
latter. 

Economic Assistance 

There has no doubt 
been some truth in this argu¬ 
ment since OPEC countries 
are putting aside some funds 
from their oil revenues for 
financing economic assistance 
programmes designed to serve 
the poorer countries of the 
third world. Nevertheless the 
fact remains that the people 
in the oil-importing countries 
of the third world cannot be 
and are not being spared the 
direct hardship caused to them 
as consumers of petroleum or 
petroleum-based or petroleum- 
linked products. 

Even if some of the develop¬ 
ment projects in the third world 
countries are given OPEC 
finance, or the strain on their 
balance of payments is relie¬ 
ved by OPEC loans or grants, 
so far as their people are 


pay for increases in crude 
prices by acceptting increases 
in their own meagre household 
budgets. It may be that 
there is some element of con¬ 
cessional pricing of crude 
by on** or the other of the OPEC 
countries where supplies to 
India arc concerned, bu* details 
of such concessions are not 
clearly or fully known. But 
even if India enjoys substantial 
concessions in this manner, it 
still remains a fact that its 
people do find the cost of 
living affected directly and 
substantially by OPEC poli¬ 
cies. 

Prices Raised 

The fact has been brought 
home most recent ly by 
the decision of the govern¬ 
ment to raise the prices of some 
petroleum products, namely, 
high speed diesel oil, furnace 
oil, kerosene and cooking gas 
by amounts which would bring 
in additional receipts of Rs 
194 crores from their sales to 
the public. Against this 
background it is not unreasona¬ 
ble for this country to expect 
ministers or other policy¬ 
makers in its government to be 
a little more circumspect in 
evaluating OPEC pricing or 
other policies. It is surely a 
grievous error of judgment to 
regard crude prices as an issue 
affecting primarily the eco¬ 
nomies or peoples of the more 
industrialised countries. In 
certain circumstances the or¬ 
dinary people of oil importing 
countries of the third world 
could also be penalised through 
increases in their cost of living. 

UK Loan 

Under four agreements 
signed recently in New Delhi, 
the United Kingdom will give 
India£9],2million (Rs 187.7 


crorcs) as grants, honouring 
the bulk of its pledge of £94.2 
million (Rs 178.2 crores) for 
1975-76 made at this year’s 
meeting of the Aid India Con¬ 
sortium in Paris. The agree¬ 
ments arc made up of £ 80 
million (Rs 110.8 crores) as 
maintenance aid, £11.2, 
million (Rs 20.6 crores) as 
debt refinancing, £ 10 million 
(Rs 18.4 crores) for mixed pro¬ 
jects and £ 10 million (Rs 18.4 
crores) for the coal-mining 
industry. The £80 million 
maintenance grant will be used 
for importing, including, 
spares, components and com¬ 
modities. The debt refinanc¬ 
ing grant which is untied, re¬ 
present 45 per cent of the total 
value of the debt service due 
this year from India to the 
UK. The agreements were 
signed by Sir Michael Walker. 
British High Commissioner, 
and Mr M.G. Kaul. Economic 
Affairs Secretary in the minis¬ 
try of Finance, on behalf of the 
two governments. 

Sir Michael Walker said 
that he regarded the sign¬ 
ing of the agreements as 
“historic'’ for two reasons. 
First, in total, the four agree¬ 
ments represented British aid 
to India. Secondly, these agree¬ 
ments made clear the British 
government's determination 
to follow up its new policy, 
declared earlier this year, that 
in future all British assistance 
to the most seriously-affected 
countries (with per capita in¬ 
come of less than £ 2000 per 
annum) would be in the form 
of grants. 

New Aid Policy 

Under the new aid policy. 
Sir Machel explained, 70 per 
cent of British aid would 
go to those countries which 
were worst affected by the 
present economic crisis, 
the British government also 
hoped to deploy an increasing 
amount of this aid for the bene¬ 
fit of the poorer sections of the 
community in the recipient 
countries. This meant divert¬ 
ing more funds for rural deve¬ 
lopment work. The UK 
government hoped to ask other 
donors in the various inter¬ 
national bodies to adopt a 


similar policy towards the 
poorest countries. 

Sir Machael pointed out 
that discussions were continu¬ 
ing about the balance of £ 3 
million (Rs 5.5 crores) of the 
pledge. In addition, Britain 
expected to spend over £ 2 
million (Rs 8.8 crores) as 
technical assistance to India 
in the current year, and inten¬ 
ded to grant 50,400 tonnes 
wheat worth about £ 3.8 

million (Rs 7 crores). In total, 
therefore, Britain expected to 
commit aid worth about £ 
100 million (Rs 183.9 
crores) to India during this 
financial year. 

Pound Rate Revised 

The Reserve Bank of India 
has revised the rates for pur¬ 
chase and sale of pound sterl¬ 
ing for spot delivery with 
effect from Detember 5. This 
is the second revision of the 
pound sterling rates since the 
first revision was made on 
September, 25 last, following 
the delinking of the rupee from 
the pound. The rates, new 
and old, are: Buying (new) 
£5.5315 per Rs J00 (corres¬ 
ponding to Rs 18.0784 per 
pound). Buying (old) £ 5.4769 
per Rs 100 (corresponding to 
Rs 18.26 per pound) Selling 
(new) £5.5010 per Rs 100 
(corresponding to Rs 18.1784 
per pound} Selling (old) 
£5.4471 per Rs 100 (corres¬ 
ponding to Rs 18.36 per 
pound). 

The buying and selling rates 
have been so fixed as to yield 
a middle rate of Rs 18.1284 
per pound, as compared to the 
existing middle rate of Rs 
18.3084, according to the 
RBI Press release. The bank 
will continue to buy forward 
sterling for delivery up to 
nine months at rates to be 
determined, as hitherto, the 
adding a margin of £0.0125 
per Rs 100 quarter or part 
thereof to its spot buying rate. 
Accordingly, with effect from 
December 5, the forward rates 
would be £5.5440, £ 5.5565 
and £5.5690 per Rs 100 for 
delivery up to three mouths, six 
months and nine months, res¬ 
pectively. The bank will also 
continue to allow, on request, 
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6w6 or More extensions of its 
forward contracts on payment 
of a charge of £0.0125 per Rs 
100 for each quarter or part 
thereof subject to the condition 
that the total period of delivery 
should not exceed 12 months 
from the date of the original 
contract. All existing out¬ 
standing three months', six 
months* and nine months* 
contracts will also be allowed 
to be extended up to a maxi¬ 
mum period of 12 months 
in all on payment of the above 
extention charge over the 
contract rate, for the relevant 
period. 

Ordinance on 
Residetial Tenancy 

The President, Mr Fakhrud- 
din Aii Ahmed, recently pro¬ 
mulgated an ordinance 
to amend the Delhi Rent 
Control Act 1958 with a view 
to “protecting the interests 
of both the tenants and the 
landlords**. The denifition 
of the term “tenant** has been 
enlarged with retrospective 
effect to include the surviving 
spouse, son, daughter, wido¬ 


wed daughter-in-law and 
parents of a deceased tenant, 
who had been ordinarily 
living with the tenant in 
the building as a member 
of the tenants’ family up to the 
death of the tenant. 

The continuation of the 
‘holding over’ is, however, rest¬ 
ricted to one year from the dale 
of the demise of the original te¬ 
nant if the successor tenant is 
an earning member of the family 
so defined. The ordinance 
also provides for reopening 
proceedings for eviction in 
accordance with the amended 
provision. The ordinance also 
provides for summary trial and 
eviction of the tenant from 
residential premises for the 
bona fide requirements of the 
landlord. 

Fertiliser Prices 

Prices of different types of 
complex phosphatic and single 
super-phosphate fertilisers 
manufactured indigenously 
have been reduced by Rs 380 
to Rs 175 a tonne and Rs 120 
to Rs 50 a tonne respectively. 
The price relief has been 


announced in the wake of 
reductions in the import duty 
on phosphoric acid and the 
excise duty on phosphoric acid 
and the excise duty on single 
super-phosphate. Prices of 
imported phosphatic, potasic 
and complex fertilisers released 
from the Central pool have 
already been lowered since 
December 1. The reduction 
ranges from Rs 85 to Rs 450 
a tonnes. Pool fertiliser meets 
nearly half the demand. The 
government announced on 
November 18, a package of 
measures to stimulate greater 
use of fertilisers, particularly 
potash and phosphate fertili¬ 
sers which arc vital for restor¬ 
ing soil nutrients. The mea¬ 
sures included a hef y reduction 
in the prices of pool fertiliser 
and slashing of the import duty 
on phosphoric acid from 33 
per cent of 15 per cent and the 
cxicc duly on single super¬ 
phosphate from 15 per cent to 
7i per cent. 

The Madras Fertilisers Limi¬ 
ted has reduced the price of 
its 17:17:17 complex phos¬ 
phatic fertilisers from Rs 


2,640 per tonne to Rs 1,500 a** 
tonne and v>f 24:24:24 complex 
phosphatic fertilisers frbm Rs 
2,875 to Rs 2,700 lonne.^ 
Indian ,Farmers Fertilisers 
Corporation (IFFCO) has 
announced a substantial re¬ 
duction in the prices of its 
products. The Zuari Agro- 
Chemical Limited manufactur¬ 
ing 28:28:0 and 19:19:19 com¬ 
plex phosphatic fertilisers has 
reduced the price of 28:28:80 
fertiliser from Rs 3,300 a tonne 
to Rs 3,180 a tonne. 

Similarly the price of l^e 
complex fertilisers 19:19:19 
has been reduced from 
Rs 2,950 a tonne to Rs 2,570 
a tonne. With the reduction 
in the excise duty on 
single super-phosphate, the 
latter is now expected to be 
available in the market on 
the range of R> 770 to Rs 820 
per tonne as against the earlier 
price of Rs 825 to Rs 940 per 
tonne. Meanwhile, the 
Rajasthan government has 
reduced the price of rock phos¬ 
phate from Rs 450 a tonne to 
Rs 425 a tonne. This reduction 
too would contribute in lower- 
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trig td sdntc extent the cost of 
single super-phosphate. With 
these reductions in the price 
of complex fertilisers, the price 
per bag of 50 kg wpuld now 
in the range of Rs 6 to Rs 35 
for different grades of fertilisers. 

Baggage Allowance 

The free baggage allowance 
of Rs 500 allowed to visiting 
Indians employed abroad has 
been reinstated. The facility 
had been stopped from Septem¬ 
ber 1 as a measure towards 
putting an end to trading in 
struggled goods. It was said 
that almost half the goods 
brought by visitors was finding 
its way into the open market 
for resale at exorbitant prices. 
However, the authorities have 
departed from the earlier prac¬ 
tice of releasing excess goods—- 
beyond the free allowance— 
on payment of penality. * In¬ 
stead, parties might be fined 
for bringing in items in excess 
of the free allowance. These 
goods will be confiscated. The 
change in baggage rules had 
provoked protests particularly 
from seamen and officers em¬ 
ployed on foreign ships and 
who were prone to visit their 
country within every two years. 
However, the facility might 
be withdrawn again if it was 
found to be misused, according 
to customs sources. 

Gwalior Rayon’s Thai 
Venture 

The Gwalior Rayon Silk 
Mfg. (Wvg.) Co. Ltd. has 
commenced despatch of machi¬ 
nery and equipment for the 
Thai Rayon Co. Ltd, a joint 
venutre it is setting up with 
local interests in Bangkok for 
the manufacture of 24 tonnes 
of viscose staple fibre per day. 
The first consignment of 
machines made by its Engineer¬ 
ing and Development Division 
at Nagda, Madhya Pradesh, 
Was made/on November 24. In 
addition to providing sophis¬ 
ticated modern equipment, 
Gwalior Rayon is to make 
available to Thai Rayon its 
engineering skills and techni¬ 
cal know-how for a period of 
seven years from the inception 
of the plant. 

The Gompany has already 


trained a team of Thai engi- 
ners in operational and 
maintenance techniques and 
will soon be sending to Bang¬ 
kok its engineers and techni¬ 
cians to erect and commission 
the plant. The project is ex¬ 
pected to be in full production 
by May 1976. Gwalior Rayon's 
earlier commitment for the 
export of a $7 million 30- 
tonnes-a-day staple fibre plant 
to Messrs Sejin Rayon Co. 
Ltd of Seoul, Republic of 
Korea, has been completed 
on schedule. While this 
overseas order, secured against 
keen world competition, mar¬ 
ket a major breakthrough 
in export of non-traditional 
chemical engineering and tech¬ 
nology for the production of 
rayon staple fibre, the present 
joint venture in Thailand pro¬ 
vides testimony to the ad¬ 
vanced expertise and skill 
developed by Gwalior Rayon 
in the field of staple fibre, 
whose manufacture it pioneer¬ 
ed in India. 

DCM Microcomputer 
System 

The DCM Data Products 
has designed indigenously its 
microcomputer system which 
combines computer capabili¬ 
ties with calculator simplicity. 
It is a new approach to data 
handling for complex problems 
usually relegated to compu¬ 
ters. Hitherto such computers 
were being imported. 

c 

The Microcomputer System 
consists of a Central Process¬ 
ing Unit (CPU) for processing 
information and the peripherals 
which handle input/out put 
data and act as a back-up 
storage for the data. It has 
a vast memory of 1000 pro¬ 
gramme steps and lOOdata sto¬ 
rage registers. System 1101 has 
a magnetic card reader and an 
electric printer, as peripherals, 
and can be expanded into 
system 1102 by adding peri¬ 
pherals like an electric type¬ 
writer and up to two magnetic 
cassette tape drive units. 

The advantage of the system 
is that no training in computer 
language is required. It is 
compact and does not require 
the house-keeping facilities 


usually associated with a 
system of its power and 
through-put capability. 

The Microcomputer System 
has the capability to be used 
for the stress analysis of struc¬ 
tures, network analysis, fore¬ 
casting model simulations and 
linear programming. The 
applica’ions of the system 
cover vital areas of basic and 
applied research in agricul¬ 
ture, nuclear science, medical 
research, space science, aviation 
and meteorology, engineering 
design and construction, statis¬ 
tical quality control, oil ex¬ 
ploration, land survey, metal¬ 
lurgy, hydrography and de¬ 
fence. 

Transmission Tower 
Industry 

At a meeting of the trans¬ 
mission line tower division of 
the Association of Indian En¬ 
gineering Industry in the capi¬ 
tal on December 8, 1975 its 
chairman, Mr L.L. Casini 
[General Manager, SAE 
(India) Ltd] stated that this 
industry was not in very good 
shape. There were more- 
than a dozen companies en¬ 
gaged in the manufacture of 
transmission line lowers with 
a total licensed capacity of 
18,000 tonnes but the annual 
production was no more than 
60,000 tonnes per annum, one- 
fifth of which was exported. 

Mr Casini listed five reasons 
for the poor performance 
of this industry. They were: 
j(l) Inadequate internal demand 
4 in spite of the need for greater 
power transmission in the 
country; (ii) Chronic scarcity 
of basic raw materials (steel 
and zinc) in the past, forcing 
the industry to decrease pro¬ 
duction. This resulted in sub¬ 
stantial extension of periods 
in which contracts were suppo¬ 
sed to be completed; (iii) lack 
of cooperation among tower 
manufacturers in capturing 
export markets; (iv) high cost 
of basic raw materials; and 
(v) financial stringency. 

It was good that Mr Casini 
put forward concrete sugges¬ 
tions for improvement in the 
demand both for the home and 
the foreign markets. In regard 


to the home market, he sugges¬ 
ted a programmed purchasing 
policy to be formulated by the 
state electricity boards, regular 
supply of steel and zinc and 
availability of finance at fair 
interest rates. Regarding the 
foreign markets, he asked for 
adequate financial backing 
through the IDBI and the 
banks to enable Indian firms 
to give bid bonds, performance 
bonds etc. for large value 
contracts. He also suggested 
timely and phased supply of 
raw materials along with a 
steady export incentive policy 
to ensure that benefits were 
available for the full period 
of contract. 

Mr Mantosh Sondhi, 
Secretary of the ministry 
of Industry and Civil 
Supplies who was the chief 
guest, ’assured the industry 
that all their grievances 
would be looked into and 
the government would give 
full support to them so 
that the exports of trans¬ 
mission towers could be in¬ 
creased. As against the pre¬ 
sent exports of the order of 
10,000 to 15,000 tonnes per 
year he asked the industry to 
raise its level to 50,000 tonnes 
per annum and promised to 
extend whatever legitimate 
assistance was sought by the 
indust ry. 

Recycling of 
Lubricating Oils 

A two-day national Con¬ 
ference on Recycling of Used 
Lubricating Oils, first of 
its kind ever held in the 
country, concluded recently 
with the positive recom¬ 
mendations by the recyclers, 
major oil companies and the 
users for the consideration of 
the government. Presently 
consumption of lubricating oils 
is in the order of 500,000 tonnes’ 
as against 610,0000 tonnes prior 
to the price hike in 1973. 
Currently approximately 
15,000 tonnes of Lubricating 
oils are being re-refined, where¬ 
as another 40,000 tonnes is 
available for this purpose. 
This could be utilised by the 
oil companies, users and other 
recyclers of lubricating oils. 

The Conference co-sponsored 
December 12, 1975 
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by Indian Oil Corporation, 
HfC» AM*, Lubrizol and IIP 
was Inaugurated by Mr T.A. 
Pai, union minister for 
Industry and Civil Supplies. 
Over 250 delegates including 
re-refiners and foreigners parti¬ 
cipated in the Conference. 
The business session spread 
over two days discussed 
amongst other subjects, the 
aspects of quality control, 
recycling for captive re-use 
process technology and eco¬ 
nomics and problems of recycl¬ 
ing industry. 

FICCt Team in Iran 

A ten member industrial 
delegation sponsored by the 
Indian Chambers of Commerce 
and Industry (FICCI) left 
recently for Tehran to explore 
prospects to expanding bilateral 
trade and to promote invest¬ 
ments in the two countries. 
The delegation, led by FICCI 
President Harish Mahindra, is 
visiting Iran at the invitation 
of the Iran Chamber of 
Commerce, Industries and 
Mines. It was agreed between 
FICCI and the Iran Chamber 
in December 1974 that 
meetings should be held regu¬ 
larly to discuss possibilities of 
collaboration in the fields of 
industry, trade, shipping, con¬ 
sultancy services and design 
engineering apart from ex¬ 
change of technical and 
managerial personnel. 

Stool Exports. 

As a result of increase in 
exports and a drastic cut in 
imports due to a substantial 
improvement in production 
in the integrated steel plants 
the steel industry would show 
a forward swing of nearly Rs 
338 crores in country’s foreign 

Steel Exports: 1966-67— 
1975 76 


1966- 67 

1967- 68 

1968- 69 

1969- 70 

1970- 71 

1971- 72 

1972- 73 

1973- 74 

1974- 75 

1975- 76 ( B ) 

E—Estimated 


Rs in crores 

18.67 

53.49 
69.57 
75.51 
66.92 

25.49 

19.68 
20,81 
18.63 

100.00 


exchange reserves. From a 
deficit of Rs 327.82 crores 
in the import-export balance 
in steel during 1974-75 this 
year the exports will exceed 
the imports by over Rs 10 
crores. Steel exports in 1974-75 
amounted to Rs 18.63 
crores whersas imports were 
as high as Rs 346.45 
crores. Because of an al- 
round substantial improve¬ 
ment in production inclu¬ 


ding the flat categories which 
were highlnerto considered as 
scarce items and improved 
distribution system introduced 
by SAIL the imports will be 
to the tune of Rs 90 crores 
mostly of special varilies like 
high carbon steel etc—. The 
export this year will fetch 
highest ever earnings in 
foreign exchange. 

SAIL International has so 


far firm export orders of 1.2 
million tonnes valued at Rs 
180 crores in hand. The ship¬ 
ments during the year will 
comfortably touch Rs 100 
croies mark. This change in 
export-import balance in 
international trade in steel 
is the result of a vigorous 
export drive launched by the 
SAIL through its subsidiary, 
SAIL International Ltd. 
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COMPANY 

AFFAIRS 


Indian Rayon 

The Indian Rayon Corpora¬ 
tion is holding a letter of intent 
for the manufacture of 17,800 
tonnes of rayon grade caustic 
rfoda per annum. The com¬ 
pany in view of the increase 
in capital outlay and high cost 
of power and other manu¬ 
facturing costs as also in 
view of the power shortage in 
the country, is reviewing the 
feasibiliy and economics of 
setting up a caustic soda plant. 
The company has, however, 
applied to the government for 
extension in the validity period 
of the letter of intent, which 
was valid up to July 28, 1975. 
The reply of the government 
is awaited. 

Adverse Fall 

w The overall working of the 
company during the year ended 
June 30, 1975 was adversely 
affected due to the marked fall 
in the price of rayon yarn, 
labour trouble, unprecedented 
increase in the excise duly and 
all-round increase in the cost 
of production. The production 
of rayon yarn was lower at 
3320 tonnes as against 4,092 
tonnes in the previous year. 
But the output of sulphuric 
acid has been increased as the 
company could sell higher 
quantity of sulphuric acid 
during the year. 

The prices of rayon yarn 
still continue to be low where¬ 
as the cost of inputs are show¬ 
ing all-round increase. The 
prices of rayon grade wood 
pulp, caustic soda, fuel oil 
etc have increased substan¬ 
tially. The excise duly on 
rayon yarn has been enhanced 
by about 75 per cent during 
the year under report. The 
company, however, continued 
its efforts to maximise the 
use of indigenous pulp for 
production of rayon yarn. It 


is heartening to note that the 
company has succeeded in 
using indigenous pulp to a 
large extent. It is confidently 
felt that this development will 
help the company in partially 
offsetting the increase in costs 
and will result in saving of 
valuable foreign exchange. 

The turnover of t he company 
receded to Rs 11.18 crores 
from Rs 11.62 crores in 1973- 
74 while gross profit declined 
from Rs 491.72 lakhs to Rs 
206.46 lakhs. After making 
other adjustments the direc¬ 
tors have provided Rs 56.28 
lakhs towards depreciation 
reserve, Rs 7 lakhs to deve¬ 
lopment rebate reserve, Rs 17 
lakhs for taxation, Rs 163 
lakhs as provision for taxes 
for 1973-74 and Rs 12.50 
lakhs to general reserve, leav¬ 
ing a balance of Rs 53.36 lakhs 
to be carried forward to the 
next year’s accounts. 

The directors in view of the 
depression in rayon market 
and considering the expected 
funds requirements of the 
company, have recommended 
payment of dividend at 10 
per cent on 66,215 redeemable 
cumulative preference shares 
of Rs 100 each for the period 
July 1, 1967 to June 30, 1971. 
This will ^bsorb Rs 26.49 lakhs. 
The directors have also pro¬ 
posed payment of dividend at 
the rate of 10 per cent on 
18,480 redeemable cumulative 
preference shares of Rs 100 
each for the period July 1, 
1967 to June 30, 1971. This 
will claim Rs 7.39 lakhs. 

Date Extended 

The date of redemption of 

I, 8480 (10 per cent) redeem¬ 
able cumulative preference 
shares of Rs 100 each issued in 
1965, which was earlier fixed 
at a date not later than June 

II, 1975 has been extended to 


a date not later than July 31, 
1977, with the consent of the 
holders of the said preference 
shares. The above extension 
has been approved by the 
shareholders at the extra¬ 
ordinary general meeting held 
on May 30, 1975 whereas the 
consent of the Controller of 
Capital Issues is awaited. 

Shree Synthetics 

The application submitted 
by Shree Synthetics Ltd. to the 
union government for putting 
up a polycondensation plant 
for the manufacture of polyster 
chips has been cleared. Neces¬ 
sary steps are being taken for 
implementing the project. The 
monomer recovery plant for 
regenerating and conserving 
the valuable raw material is 
under irrection. The produc¬ 
tion of yarn declined to 495 
tonnes during the year ended 
J une 30, 1975 from 923 tonnes 
in the preceding year due to 
non-availability of raw mate¬ 
rials and labour troubles. 

At the start of the year the 
company has to close the fac¬ 
tory for about two-and-a-half 
months due to complete ex¬ 
haustion of basic raw materials 
namely caprolactum and poly- 
sier chips. The production 
was also curtailed substantially 
many times during the year 
due to irregular and inade¬ 
quate supply of caprolactum. 
To worsen the situation there 
was a power cut of 12 pec cent 
which has recently been in¬ 
creased to 15 per cent. 

The sales of nylon and poly¬ 
ester fibre yarn also suffered 
a setback during the year. 
The factors responsible for 
this recession were shortfall 
in export of fabrics, stringent 
monetary conditions restric¬ 
tions on credit facilities, con¬ 
sumers 9 resistance and lo^er 
demand on account of power 


cut in various states/ During 
the current year since Idly 
1975. the demand of nylon 
and polyester filament yam 
have improved due to increased 
demand of fabrics and better 
market conditions. 

The working of the company 
during the year has resulted 
in a gross profit of Rs 87.85 
lakhs. Out of this, a sum 
of Rs 50.07 lakhs was charged 
to depreciation reserve while 
Rs 5.62 lakhs was allocated 
to development rebate reserve. 

A sum of Rs 4540 was provided 
towards preliminary expenses 
while an amount of Rs 88,013 
was earmarked towards share 
issue expenses, leaving a sur¬ 
plus of Rs 31.24 lakhs. Af er 
adding Rs 65,739 being the de¬ 
velopment rebate reserve writ¬ 
ten back, the disposable surplus 
amounted to Rs 31 89 lakhs 
which * has been transferred 
to general reserve. Tire 
directors have recommended 
payment of dividend at 
the rate of 9.5 per cent 
on 81,250 redeemable 
cumulative preference shares 
of Rs 100 each for the year 
ended June 30, 1975. It will 
be met out of the year’s profit 
transferred to general reserve. 

Oudh Sugar Mills 

The directors of Oudh Sugar 
Mills have recommended a 
dividend of Rs 6 per ordinary 
share of Rs 100 each, subject 
to deduction qf taxon 1,54,970 
ordinary shares of Rs 100 
each for the year ended June 30, 
1975. It may be recalled that 
the company issued 77,485 
ordinary shares of Rs 100 
each against 77,485 existing 
ordinary shares of Rs 100 each 
during the year as bonus 
shares. The bonus ordinary 
shares are also entitled for the 
dividend. Out of the above 
dividend, Rs 4.50 per ordinary 
share is payable after the 
annual general meeting. The 
balance of Rs 1.50 is payable 
in two equal instalments in 
July 1976 and July 1977. The 
directors have also proposed 
payment of dividend on 
25,000 cumulative redeemable 
preference shares of Rs’ 100 
each at 9.5 per annum subject 
to deduction of tax. The divi¬ 
dend for 1973*74 was Rs 12 
per ordinary share on 77,485 
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ordinary shares of Rs 100 each, 
subject to tax., 

The company has earned 
during the year ended June 30, 
1975 a gross profit of Rs 
102.28 lakhs as compared to 
Rs 127 lakhs in the previous 
Year. Out of the gross profit, 
the directors have earmarked 
a sura of Rs 26.93 lakhs to 
depreciation and development 
rebate reserve as against Rs 
25.29 lakhs previously, while 
the appropriation to general 
reserve was reduced from Rs 
30.70 lakhs to Rs 20.34 lakhs. 
No allocation has been made 
towards reserve for bad and 
doubtful debts as against Rs 
0.30 lakhs proyided in the ear¬ 
lier year. Taxation absorbed 
Rs 46 lakhs, Rs 16 lakhs less 
than in the preceding year. 
After other adjustments,there 
is a disposable surplus of Rs 
12.12 lakhs as compared to 
Rs 11.75 lakhs in 1973-74. 
The proposed dividend of or¬ 
dinary shares will absorb Rs 
9.30 lakhs while the dividend 
on cumulative preference 


shares will claim Rs 2.37 lakhs. 
The balance of Rs 0.45 lakhs 
has been carried forward to 
next year’s account. 

During the year the com¬ 
pany crushed 47.54 lakh 
quintals of cane as compared 
to 50.65 lakh quintals in 1973- 
74. The sugar recovery was, 
however, higher at 9.58 per 
cent as compared to 9.41 per 
cent previously. The output 
of power alcohol and spirit 
was higher at 86.32 lakh litres 
'as against 59.93 lakh litres 
in 1973-74. The production 
of vanaspati and oil and vege¬ 
table tallo declined from 
13,068 tonnes to 9,780 tonnes 
while production of soap im¬ 
proved from 4,209 tonnes to 
5,210 tonnes. The output of 
de-oiled cakes whs maintained 
around 0.25 lakh tonnes. 

Glaxo Laboratories 

Glaxo Laboratories is 
faring extremely well during 
the current year. Its sales 
in the first five months of the 


current year has confirmed the 
optimistic forecast made by 
its Chairman Mr S. Bhoo- 
thalingom. The total sales 
for 1975-76 may well approach 
the record figure of Rs 50 crores 
if the present trends arc not 
reversed during the rest of the 
year. This was disclosed by 
the Chairman, while addressing 
the annual gcreral meeting 
oft lie company held in Bombay 
recent ly. 

The greater part of the 
increase in sales has been 
in the pharmaceutical divi¬ 
sion. Food products too 
have done reasonably well. 
Mr Bboothalingam, neverthe¬ 
less, hesitated to hazard a guess 
on the profit for the year. A 
great deal will depend upon 
the new policy on drug prices 
which is under the active 
consideration of the govern¬ 
ment. But tbe management 
is engaged in evolving plans 
within the framework of other 
policies already announced 
which will enable the company 
to maintain its leading role in 


the growth of the pharmaceuti¬ 
cal industry in the country. 

Vazir Sultan 

The directors of Vazir Sul¬ 
tan Tobacco Company Limi¬ 
ted have steeply stepped up 
the equity dividend to 25 per 
cent on the old capital for the 
year ended September 30, 
1975 from 12 per cent paid in 
the previous year. Out of 
this 12 per cent will be payable 
afier the annual general meet¬ 
ing while the remaining 13 
per cent will be paid on a 
deferred basis. 

In addition, 12.5 per cent 
dividend is recommended 
on the 17.70 lakh new equity 
shares issued recently. Out 
of this 6 per cent will be paid 
immediately while the 
remaining 6.5 per cent will be 
paid later. 

The company’s profits, after 
providing for depreciation, 
was about. 13 per cent higher 
by Rs 3.84 crores as com- 
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pared to Rs 3.41 crores in 
1973-74. Out of^ the gro$s 
profit, the directors have set 
apart a sum of Rs 0.34 lakh 
to development rebate reserve 
as against Rs 4.40 lakhs in the 
preceding year while taxation 
absorbed Rs 255.37 lakhs as 
against Rs 247.84 lakhs a 
year ago. The net profit, after 
these appropriations, was 
substantially higher at Rs 
127.94 lakhs, Rs 39.68 lakhs 
more than in 1973-74. 

Moddla Woollens 

k - The board of directors of 
Modella Woollens Ltd, at 
their meeting held on Novem¬ 
ber 27, has decided to capita¬ 
lise a sum of Rs 13,00,000 
out of the general reserve 
and issue bonus shares in 
proportion of one new equity 
share for every six existing 
equity shares subject to the 
approval of the Controller of 
Capital Issues, The bonus 
shares will not be entitled to 
participate in the dividend 
that may be declared in res¬ 
pect of the accounting year 


1975. An extraordinary 
general meeting of the members 
of the company is being con¬ 
vened for the purpose of giv¬ 
ing effect to the recommen¬ 
dation of the board. 

Shree Vallabh Glass 

Shree Vallabh Glass Works 
has achieved higher sales of 
Rs 3.60 crores during the 
period April October 1975 
as compared to Rs 3.20 crores 
in the corresponding period 
of last year. The company 
has made good progress on 
the export front also and 
the phase of exports is expec¬ 
ted to increase considerably 
during the rest of the year. 
Meanwhile the company has 
received a IcUcr of intent for 
the manufacture of poly¬ 
vinyl butyral foil, a vital raw 
material for the processing of 
laminated safety glass. Steps 
are being taken to implement 
the project which is estimated 
to cost Rs. 1*50 crores thereby 
making the company self-suffi¬ 
cient in respect of this 
raw-material. 


The management has under 
active consideration a proposal 
for the manufacture of superior 
quality sheet glass in Maha¬ 
rashtra for which an industrial 
licence has been obtained. 
The management is also 
considering for the establish¬ 
ment of a figured and wired 
glass plant for which a letter of 
intent has already been recei¬ 
ved. 

Indian Oxygen 

At a meeting of the board of 
directors of Indian Oxygen 
Limited held on November 
28, it has decided to recom¬ 
mend to the 41st annual 
general meeting of the company 
that a dividend of 15per cent, 
subject to deduction of tax 
at the appropriate prescribed 
rates, be paid in respect of 
the year ended September 30, 
1975. Out of the 15 per 
cent dividend proposed, six 
per cent will be paid as imme¬ 
diate dividend and the balance 
nine per cent as deferred divi¬ 
dend in two equal instalments. 
The company’s profit before 


taxation for the year amounted 
to Rs 3.40 chores, Aftef 
providing for taxation the 
net profit for the year worked 
out to 1.45 crores as compared 
to Rs 1.30 crores for the pre¬ 
ceding year. At the same 
board meeting, Mr R.C. 
Hesketh-Jones has been 
appointed as Chairman of 
the board and Mr M.A. 
Sreenivasan as Vice-chairman. 
The executive management 
remains unchanged. 

News and Notes 

A Rs 8-crorc dry-cell battery 
project—the first in Gujarat¬ 
is being set up in the private 
sector at one of the state-run 
industrial estates at Vapi in 
South Gujarat. Using the 
latest technology, the project 
will be the first of its kind in 
Asia, according to its promo¬ 
tes, Mr B.M. Shah The in¬ 
ternationally reputed battery 
of Varta of West Germany has 
entered into a collaboration 
with the Indian firm to provide 
the technical and financial 
assistance to the tune of Rs 2 
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crores. The centre has 
already approved the colla¬ 
boration with an export obli¬ 
gation of 20 per cent of its 
total production. The project 
would be on stream in 1978. 


The time allowed to iton- 
banking financial companies 

for reduction of the aggregate 
amount of deposits (unsecured 
loans guaranteed by directors, 
deposits received from share¬ 
holders, etc.) from 25 per cent 
of paid-up capital and free 
reserves, as reduced by the 
accumulated balance of loss 
if any, to 15 per cent has been 
extended by six months, that 
is, up to the end of June 1976. 
The extension of time’ is a 
sequal to the representations 
made by companies to the 
effect that the amount of de¬ 
posits outstanding with them 
is quite substantial and that 
under present conditions they 
are finding it difficult to 
arrange for refund of such 
deposits in excess of the pres¬ 
cribed limit by December 31, 
1975 as required by the Reserve 
Bank’s notification of January 
27, 1975. 

A similar extension of time 
in the case of non-banking 
non-financial companies is 
being announced by the De¬ 
partment of Company Affairs. 

Jigaat Vitamins which 
commenced commercial pro¬ 
duction of vitamin C last 
year is now fully geared, to 
produce both vitamin C and 
sorbitol up to its licensed capa¬ 
city. The company has ob¬ 
tained a letter of intent to 
expand the capacity of vitamin 
Cto 500tonnes and of sorbital 
to 2,000 tonnes and also to 
undertake the production of 
3,000 tonnes of glucose and 
10 tonnes of vitamin E. 

New Issues 

Universal Conveyor Beltings 
Limited is offering 229,985 
equity shares of Rs 10 each and 
10,000 (11 per cent) cumula¬ 
tive redeemable preference 
shares of Rs 100 each for cash 
at par to the public for subs¬ 
cription. Besides 28,015 
equity shares of Rs 10 each 
for eash at par is being offered 


for sale by the existing share¬ 
holders in order to comply 
with the Slock Exchange 
Regulations for the enlistment 
of the equity shares of the 
company on the Delhi Stock 
Exchange. The subscription 
list for this fully underwritten 
issue opened on December 10 
and will close on December 
20 or earlier but not before 
December 13. 

Industrial Licence 

The company has received 
an industrial licence for 
manufacturing 500 tonnes 
per annum of rubber 
conveyor belting and 175 
tonnes of rubber transmission 
belling annually. The com¬ 
pany has made good progress 
in the implementation of the 
above project. It has already 
acquired enough (and at 
Gurukul, Indraprashtha In¬ 
dustrial Estate, Furidubad. 
Civil construct ion is expected 
to be completed by the end of 
this year and installation of 
machinery by Januan 1976. 

Trial runs will be complc'cd 
by February and it is ex¬ 
pected that the plant will go 
into commercial production 
by March 1976. The direc¬ 
tors are of the opinion that 
in the absence of any unfore¬ 
seen circumstances the com¬ 
pany should make sufficient 
profits to enable it to pay 
dividend to equity share- 
holdolders‘(after paying pre¬ 
ference dividend) within a 
reasonable period after the 
plant goes into commercial 
production. 

Capital and Bonus 
Issues 

Consent has been granted 
to nine companies to raise 
capital of over Rs6.8 crores. 
The details are as follows. 

T. Stanes and Co Ltd, has 
been accorded consent, valid 
for three months to capitalise 
Rs 11,55,300 out of its general 
reserve and issue fully-paid 
equity shares of Rs 10 each as 
bonns shares in the ratio of 
one bonus share for every 
two equity shares held. 

. Kalasa Tea and Product Co 
Ltd, has been accorded 
consent, valid for three months, 


to capitalise Rs 4 lakhs out of 
its general reserve and issue 
fully-paid equity shares of Rs 
2each as bonus shares in the 
ratio of one bonus share for 
every three shares held. 

Mysore Stoneware Pipes 
and Potteries Ltd, Bangalore, 

has been accorded consent, 
valid for three months, to 
capitalise Rs 1,32,000 out 
of its general reserve and issue 
fully-paid equity shares of 
Rs 10 each in the ratio of one 
bonus share for every seven 
equity shares held. 

Gujarat State Fertilizers 
Company Ltd, has been 
accorded consent, valid for 
three months, to capitalise Rs 
2,99,92,000 out of its general 
reserve and issue fully-paid 
equity shares of Rs 100 each 
as bonus shares in the ratio of 
one bonus share for every 
three equity shares held. 

Industrial Perfumes Ltd, 
Bombay, has been accorded 
consent, valid for 12 months, 
lor the issue of equity shares 
worth Rs 8.5 lakhs to be 
issued at a premium of Rs 
50 on a share of Rs 100 each 
for cash to the existing Indian 
shareholders on rights basis. 

Empire Industries Ltd, 
Bombay, has been granted 
conseut, valid for 12 months, 
for issue of convertible deben¬ 
tures worth Rs 95 lakhs to 


be placed privately with 
Oriental <Fire and General 
Insurance Company Limited/ 
General Insurance Corporation 
of India/Vulional Insurance 4 
Company Limited and to New 
India Assurance Company 
Limited for cash at par. The 
proceeds of the issue are to be 
utilised to meet a part of the 
finance required for the expan¬ 
sion of the Vitrum Glass Divi¬ 
sion in Maharashtra. 

Reinz-Talbros Private Ltd, 
has been accorded consent, 
valid for three months, to 
capitalise Rs 5 lakhs out of its 
general reserve and issue fully- 
paid equity shares of Rs 10 
each as bonus shares in the 
ratio of one bonus share for 
every 3 ‘A’ and equity 
shares held. 

South India Viscose Ltd, has 
been accorded consent valid 
for three months to capitalise 
Rs 245 lakhs lakhs out of its 
general/dcv. rebate reserve 
share premium account and 
issue fully-paid equity shares 
of Rs 100 each as bonus shares 
in the ratio of one bonus share 
for every two cqu ty shares held. 

Kirloskar Cummins Ltd, 
Poona, has been accorded 
consent, valid for 12 months, 
for the issue of redeemable 
cumulative preference shares 
of Rs 70 lakhs to be issued for 
cash at par to the public 
through prospectus. 


Dividends (Per cent) 


• 

Name of the company 


Equity dividend 
declared for 




Current Previous 
year year 

Higher Dividend 

Mcrcara Rubbers 

June 

30, 

1975 

12.0 

10.0 

IDL Chemicals 

June 

30, 

1975 

12.0 

10.0 

Morarjee Goculdas 

June 

30, 

1975 

20.0 

11.5 

Mysore Kirloskar 

June 

30, 

1975 

12.0 

10.0 

Tractors India 

June 

30, 

1975 

17.0 

7.8 

Same Dividend 

Rajagiri Rubber 

June. 

30, 

1975 

9.0 

9.0 

Kirlampudi Sugar 

June 

30, 

1975 

6.0 

6.0 

Hindustan Construction 

July 

31, 

1975 

Nil 

Nil 

Reduced Dividend 

Royal Textiles 

June 

30, 

1975 

Nil 

10.0 

Nousuch Estates 

June 

30, 

1975 

7.50 

12.0 

Trichy Distilleries 

May 

31. 

1975 

7.5 

12,0 
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Indian Etnnwy 
In 1975 

A special survey recently 
circulated by the Press Infor¬ 
mation Bureau, government 
of India, has stated that the 
highlight of the economic 
situation in the current year 
has been the successful war 
on inflation. Consequently 
India became one of the very 
few countries in the world to 
arrest the forces of inflation. 
The favourable weather condi¬ 
tions and the measures taken 
by the government in recent 
months have together brighte¬ 
ned the outlook of the economy 
pointing to a sizeable expan¬ 
sion in national product. Given 
below is the full text of survey: 

Unprecedented Strain 

The Indian economy has 
been under unprecedented 
strain in recent years parti¬ 
cularly from 1971 onwards 
on account of both internal 
and external factors. The 
Bangladesh crisis of 1971 wit¬ 
nessed a heavy influx of about 
10 million refuguees into 
the country. The resultant 
massive relief operations for 
several months placed a 
heavy burden on the country’s 
resources. This was imme¬ 
diately followed by a severe 
and widespread drought in 
large parts of the country 
resulting in a sharp decline in 
food production. 

The short supply of food- 
grains, agricultural raw mate¬ 
rials a’dopower resulted in the 
slackening of industrial pro¬ 
duction . At the same time, 
deficit financing on a ‘large 


scale expanded money supply 
significantly and the two deve¬ 
lopments together contribu¬ 
ted to a building of strong in¬ 
flationary pressures in the 
economy. 

This was further accentuated 
by the international payments 
crisis caused, inter alia , by the 
escalation in the prices of 
petroleum products early in 
1974 and of food and fertili¬ 
zers. 

Galloping Prices 

Consequently, the price 
level rose sharply and in¬ 
creased the pressure on the 
balance of payments after 
some years of respite. The 
shortages of essential inputs 
and consumer items streng¬ 
thened the stranglehold of 
the hoarders, blackmarketeers 
and smugglers over the eco¬ 
nomy. 

The annual rate of inflation 
jumped from an average of 
four per cent in 1971-72 to9.9 
per cent in 1972-73 and to 
22,6 per cent in 1973-74. The 
first half of 1974-75 recorded 
the sharpest rate of increase 
in prices in post-war years, 
reaching its peak in the third 
week of September, 1974. 
The index at this point was 
32 per cenf higher than during 
the corresponding period a 
year ago. In the first half of 
1974 itself the rate of inflation 
was running at about 2.5 per 
cent per month. 

In these circumstances the 
control of inflation became 
the foremost concern of the 
government. A series of anti- 
inflationary measures wferc, 
therefore, introduced in July 
1974 under the Second Finance 
Act. The gravity of the situa¬ 


tion can be realised from the 
fact that these measures had 
to be introduced soon after 
the regular annual budget fot 
1974-75. 

Restraints ; They consisted of 
(a) restraint in the growth 
of money supply achieved 
through economy in govern¬ 
ment expenditure and restric¬ 
tive credit policies; (b)greater 
resources mobilisation through 
non-inflationary . means to 
finance growth-oriented, core 
sector investment: (c) aug¬ 
menting the availability of 
essential commodities of mass 
consumption through increas¬ 
ed imports and strengthening 
of the public distibution sys¬ 
tem and (d) providing greater 
incentives for more production, 
higher saving and greater in¬ 
vestment. 

These measures were supple¬ 
mented by putting restraints 
on private consumption ex¬ 
penditure through the im¬ 
pounding of additional wages 
and dearness allowance, curbs 
on dividends and other in¬ 
come. The government also 
look stringent action against 
anti-social elements under the 
Essent ial Commodit ies Act. 
the Defence of India Rules 
and the Maintenance of In¬ 
ternal Security Act (MISA) 
which was specifically amen¬ 
ded in September 1974 to 
cover smuggling activities. 

Stringent Measures 

As a result of the various 
anti-inflationary measures, 
fiscal, monetary and adminis¬ 
trative—and the favourable 
market psychology created 
thereby, the rate of price in¬ 
flation began to abate. The 
monthly rate of increase in the 
index of wholesale prices dec¬ 
lined from 3 per cent in July 
1974 to 2.6 per cent id Augusj 
and further to 1.6 per cent in 
September. The wholesale price 
index (1961-62=100) after 
touching the peak of 330.7 in 
the third week of September 
1974 took a downward turn 
and recorded a continuous 
decline up to the first week of 
April 1975 when it stood at 
305.9. The annual rale of 
inflation (point to point com¬ 
parison) which had risen to 


32 per cent in September 1974 
declined to seven per cent by 
the first week of April 19. 

Loopholes : During the first 
few weeks of the current finan¬ 
cial year, however the index 
showed a rising tendency as 
a result of a revival of specula- 
tive forces following court 
decisions to release smugglers. 
It, therefore, became impera¬ 
tive further to plug the loop¬ 
holes and to intensify the drive 
against the anti-social forces. 
By the end of June 1975 
the index was almost at the 
same level as a year earlier. 
Thus India became one of the 
very few countries to arrest 
the forces of inflation, a uni¬ 
que achievement in today’s 
inflation-ridden world. 

. Top Priority 

In view of the above cir¬ 
cumstances the control of 
inflation was given the top 
priority in the New Economic 
Programme announced by the 
prime minister soon after the 
declaration of the emergency. 
Besides holding the price line 
and intensification of the drive 
agai nst hoarders and smugglers 
the 20-Point Programme also 
envisaged relief to the con¬ 
sumer through a reduction of 
income lax and strengthening 
of the public distribution sys¬ 
tem, particularly the arrange¬ 
ments . for the supply of 
controlled cloth, and special 
provision for the supply of 
essential commodities to the 
weaker sections of the popula¬ 
tion. The combined effect of 
theje measures was a further 
deceleration in the rise in 
prices. 


Stability: As the period 
from mid-May to mid-Septem¬ 
ber is the lean season for 
agriculture, there would nor¬ 
mally have been, in the sub¬ 
sequent 2-3 months, a seasonal 
rise in prices, but as a result 
of the new measures even the 
normal seasonal pressures were 
held down. The index of 
wholesale prices during this 
period hovered around 312, 
reflecting, a fair degree or 
stability. In the early part 
of November 1975 the general 
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index w*s 4.6 per cent lower 
than Eyestt ago. 

Whereas the control of 
inflation through a check on 
effective demand and curbs 
on speculative forces is more 
urgent for meeting the short 
term exigencies, there is no 
doubt that increased produc¬ 
tion is the only lasting solution 
to the problem of inflation. 
Hence, measures leading to 
accelerated production both- 
in the agricultural and in 
dustrial sectors were accorded 
a very high priority in the 
piime minister’s New Econo¬ 
mic Programme. Sluggishness 
in agricultural as well as in¬ 
dustrial production was not 
entirely due to natural factors. 
A slowing down in the rate of 
investment in the economy 
and shortages in key sectors 
like irrigation and power 
with the increasing cost of 
our imports which put a heavy 
strain on our foreign exchange 
resources were factors which 
had contributed to the unsatis¬ 
factory growth performance 
of the economy. These have 
been given due recognition in 
New Economic Programme. 

Increased Production 

Agriculture : Agricult ural 

production increased at an 
average rate of more than 
four per cent upto 1970-71 
following the severe drought 
of 1965-67. Since then it 
has been subject to large 
fluctuations, declining during 
1971-73, recovering in 1973-74 
but again stagnating thereafter. 
According to preliminary 
information it is expected that 
in 1974-75 production of 
foodgratns as well as some im¬ 
portant commercial crops such 
as jute and mesta, oilseeds 
as well as sugarcane were 
below the level of production 
l reached in 1973-74. 

\ This stagnation in production 
[is due apart from weather 
I conditions, also to the slow 
f growth of irrigation, shortages 
and high cost of fertilisers, 
inadequate supply of quality 
sails' and credit. Under the 


outlay on medium and major 
irrigation schelMs has been 
{stepped up. Emphasis is 


being placed on a faster in¬ 
crease in the creation of irrig¬ 
ation potential, miximum 
utilisation of the existing 
potential, easier availability 
of fertilisers at reduced prices 
and provision of credit in lar¬ 
ger measures. For meeting the 
increasing requirements of 
quality seeds, the alMndia 
seed producing organisations 
such as the National Seeds 
Corporation of India, the 
State Farms Corporation of 
India etc. have been streng¬ 
thened and a comprehensive 
seed development and pro¬ 
duction programme is being 
taken up with the assistance 
of the World Bank. 

Cheaper Fertilisers 

Government have also effec¬ 
ted a reduction in the price of 
fertilisers with effect from 
July 18, 1975, with a view to 
encouraging their offtake. 
The distribution margins 
allowed to the marketing 
agencies have been increased 
for the same purpose. Addi¬ 
tional resources to the extent 
of Rs 123 crores (over 1974-75 
outlay of Rs 357 crores) 
have been provided to the 
states by the central govern¬ 
ment for enabling them to 
meet the resource gap in res¬ 
pect of irrigation project. 

Significant expansion : The 
combined impact of the 
measures introduced in recent 
months helped by the favour¬ 
able turn in the weather has 
t ransformed out look for 
the economy during the cur¬ 
rent^ year. According to the 
present trends, there is a likeli¬ 
hood of a significant expansion 
of national output. The declin¬ 
ing trend in agricultural pro¬ 
duction has been reversed. 
Ktarif output in 1975-76 is 
expected to increase substan¬ 
tially. Total foodgrains pro¬ 
duction in *he year, as a whole, 
may be fairly close to the 
targeted level of 114 million 
tonnes. The prospects for 
commercial crops except jute 
and mesta are also very good. 
Agricultural production may 
register an increase of more 
than seven per cent as against 
the marginal decline in the pre¬ 
vious years. 

Investment : In order to 


step up investment and indus¬ 
trial production,' particularly, 
in the core-sector, the annual 
plan outlay for 1975-76 has 
been increased by 23 per cent 
over 1974-75. This was done 
through the mobilisation of 
a record level of resources 
through greater tax effort, 
fiscal discipline and economies 
in expenditures. The central 
government mobilised addi¬ 
tional resources of the order of 
Rs 690 crores. This effort was 
supplemented by a similar 
contribution of Rs 358 crores 
by the states. The central 
government additional tax 
effort was reinforced by im¬ 
pounding of additional wages 
and dearness allowance and 
ceilings on dividends. 

Annual Plan: In the Annual 
Plan for 1975-76 priority has 
been given to the key sectors, 
apart from agriculture and irri¬ 
gation, such as power, fer tili- 
sers, coal, petroleum, cement, 
transport etc. The outlays on 
power and industry have 
been stepped up by 44 per cent 
and 50 per cent respectively. 
The addition to power generat¬ 
ing capacity during the year is 
envisaged at 2.6 million kws, 
which is more than 10 per cent 
of the existing capacity. 

Thermal Power 

Super thermal power stations 
are to be set up in the vicinity 
of coalfields and preparation 
of project reports for four such 
super thermal stations lias been 
expeditiously completed under 
the new programme, Within 
the four months since the 
declaration of the New Eco¬ 
nomic Programme, the short¬ 
fall in the availability of 
power as compared to estima¬ 
ted requirements was brought 
down to a bare two per cent 
while earlier it had been as 
much as 15-20 per cent. 

Stimulus to Investment : A 
number of measures have 
beentgken to stimulate invest¬ 
ment in the private sector and 
to ensure fuller utilisation of 
installed capacity. Several 
priority industries which were 
constrained by capacity 
bottlenecks have been permit¬ 
ted to expand their capacity 
upto 25 per cent. Industrial 
undertakings in 15 engineer- 
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ing industries considered im¬ 
portant for the export effort 
have been permitted io grow 
at the rate of five per cent per 
annum over and above the 
normal permissible limit. 
Licensing provisions for 
medium ana small entre¬ 
preneurs have been liberalised 
and 21 industries were exemp¬ 
ted from those provisions, sub¬ 
ject to the condition that they 
would not require imported 
raw materials capit f 1 goods or 
foreign collaboration. 

Increased Availability 

With increased availability 
of power, transport, steel and 
other : nputs, including espe¬ 
cially agricultural raw mate¬ 
rials, higher rate of capacity 
utilisation and enhanced Plan 
outlays, the rate of growth of 
industrial production is ex¬ 
pected to improve significantly 
in 1975-76 against the esti¬ 
mated increase of only about 
three per cent in 1974-75 and less 
than one per cent in 1973-74. 
The available data for certain 
selected industries indicate 
even more substantial improve¬ 
ment in output during July- 
September 1975 over the same, 
period last year. For example, 
the production of vanaspati, 
niitrogenous fertilisers, alu¬ 
minium, coppei, lead, scooters 
and vehicular diesel engines, 
went up by 20 per cent. 
Produc ion of coal, saleable 
steel, cement, petroleum refi¬ 
nery products, etc, increased 
by between 10 per cent and 
20 per cent. On the other 
hand, output of cotton yarn 
and cloth, cars, jeeps etc. 
declined due to certain special 
factors which tended to depress 
the demand for th*se products. 
The overall rate of growth in 
the public sector undertakings 
during the first six months of 
1975-76 is estimated to be of 
the order of 10 per cent over 
the same period last yar. 

Public distribution: Till such 
time as supply of essential 
commodities becomes abun¬ 
dant, an effective public dis¬ 
tribution system has to be 
maintained both as an instru¬ 
ment of price stability and 
social justice and especially 
to protect the vulnerable sec-, 
’ tions of the society. Accord 
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dmgly, greater^attention has 
been given to regulating 
supplies of essential consumer 
items through a.net-work: of 
ration-fair price shops—con¬ 
sumer cooperative stores etc. 
These outlets handle food- 
grains, sugar, controlled cloth 
and other articles of daily 
use. Not only supplies were 
assured to the consumers 
through these channels but 
effort were made to keep the 
prices at reasonable! levels. 
A full-fledged Department of 
, Civil Supplies has been set 
up at the Centre to keep a 
constant vigil on this area of 
public policy. The sole agency 
system in certain items was 
abolished primarily with a 
view to reducing distribution 
costs. 

Rampant Inflation 

The stagnation in agri¬ 
cultural and industrial pro¬ 
duction in the past two years 
in the wake of rampant infla¬ 
tion had led to be severe 
erosion in the purchasing 
power of the common man. 
The stagnation also had ad¬ 
verse effect on the expansion 
.of employment opportunities. 
The New Economic Pro¬ 
gramme, therefore, included 
important measures to achieve 
greater social justice and im¬ 
prove the economic conditions 
of the weaker sections of 
society. 

Social justice: As part of 
the programme, more earnest 
effort is being made to expedite 
the implementation of land 
reforms. The progress in 
the implementation of agri¬ 
cultural land ceilings and dis¬ 
tribution of surplus lands to 
the landless has been rather 
tardy in the past. As a first 
step, the completion of land 
records is being expedited. 
The redistribution of surplus 
land has also been accelerated 
in recent months. 

Another important step 
taken under the programme 
was to attack the perennial 
problem of rural indebtedness 
which perpetuated the low 
consumption levels and low 
productivity of the rural poor. 
The state governments 
have declared a moratorium 
on rural debts in the first 


instance. While debts of the 
very poor like landless 
labourers are being com¬ 
pletely liquidated, the debts 
of other weak sections are 
being scaled down according 
to the repaying capacity of the 
debtor. Many states have 
made it obligatory upon 
money-lenders to register them¬ 
selves with the government. 

Since these measures are 
likely to reduce the availability 
of credit to the rural poor, the 
cooperative societies and 
the newly set up regional 
rural banks are expected to fill 
this gap. Five regional rural 
banks have already started 
functioning from October 2, 
1975, out of 50 each banks 
which are proposed to be set¬ 
up. 

House sites The slate 
governments have either 
initialed or completed legis¬ 
lation to revise the minimum 
agricultural wages to make 
them commensurate* to the 
cost of living. Another im¬ 
portant measures in this direc¬ 
tion is the provision of house 
sites for the landless and 
ot he r weaker sections. The 
Panchayats and local authori¬ 
ties are being placed under an 
obligation to provide house 
sites where such sites are 
common property. The state 
governments are also required 
to make available for the 
purpose land already at their 
disposal or obtained through 
the implementation of ceil¬ 
ing laws or acquisition. It 
is reported that 3.25 million 
sites have already been alloted 
to the landless labourers in the 
various states. 

Industrial Relation 

To improve industrial har¬ 
mony and raise productivity, 
the New Economic Pro¬ 
gramme envisages that labour 
should have a say in the 
management. Towards this 
end, the state governments 
have been asked to constitute 
shop councils at the shop- 
departmental levels and joint 
councils at the enterprise levels, 
comprising of representatives 
of employers and employees. 
The public sector units have 
been requited to take a lead 
In this matter. 


Employment . In order to 
increase the employment 
opportunities for the increas¬ 
ing backlog of the unemploy¬ 
ed, particularly the educated 
youth, government have 
strengthened the apprentice¬ 
ship scheme, under which, 
all available training places of 
trade apprentices are expected 
to be filled. More than 96 
per cent of the vacancies are 
reported to have been filled 
within a period of three 
months. 

Adverse Balance 

Payments problem : As 
mentioned earlier, the country 
has faced a formidable pay¬ 
ments problem in the past two 
years, chiefly on account of a 
deterioration in its terms of 
trade, in particular, owing 
to sharp increases in the price 
of petroleum and petroleum 
products. Although export 
earnings recorded an impres¬ 
sive growth of about 31 per 
cent during 1974-75, the 
country had to contend with a 
huge trade gap, as imports 
increased much more than 
exports i.e. by about 51 per 
cent. Further, a declining 
tendency was observed in 
exports in the first few 
months of 1975-76 (mainly 
due to the recessionary condi¬ 
tions prevailing in the deve¬ 
loped countries) which caused 
great concern. Provisional 
data for April-September 1975 
indicate a rise of 14.3 per cent 
in exports and 22.2 per cent 
in imports over the previous 
year. The trade deficit during 
the period was thus about 
50 per cent larger than that of 
about Rs 417 crores during 
the same period last year. 

Export promotion: A pack¬ 
age of export promotion 
measures has, therefore, been 
introduced in recent months 
to boost exports. These mea¬ 
sures include deltcensing of 
about 190 items of exports, 
exemption from duty and 
materials imported against 
advance licences subject to 
export obligation, removal of 
export duty on certain Rems, 
liberalisation of export credit, 
simplification of disbursement 
procedures for cash assis¬ 
tance as well as extension of 


cash support to several naft»( 
traditional and traditional ex- 1 
port items. Ail these measure* 
are expected to contribute ton 
higher rate of growth in ex¬ 
ports in the near Allure, There 
has been substantial increase 
in the country's foreign ex¬ 
change reserves in the last 
few months. This is partly dim 
to drawais on IMF Oil Facility 
of the order of Rs 292 crores 
and partly due to a higher 
level of private remittances 
from abroad. 

To accelerate this process 
government have adopted a 
scheme to encourage the flow 
of funds from non-residents of 
Indian nationality or origin. 
Under this scheme, such per¬ 
sons can remit funds to India 
and maintain accounts in the 
currencies in which the remit- 
ttanctes are received. Govern¬ 
ment have also liberalised the 
provisions for the repatriation 
of investment by such persons. 
With a view to imparting 
greater stability and realism 
of the external value of the 
rupee, the rupee has been 
delinked from the pound sterl¬ 
ing and under a new arrange¬ 
ment it is pegged to a basket 
of selected currencies. Its 
exchange rate is now deter¬ 
mined with reference to the 
daily exchange rate movements 
of the currencies in the basket. 
The pound sterling will, how¬ 
ever, continue as the currency 
of intervention. 

Only Solution 

Sustained Hardmrk: India’s 
success in achieving stability 
in the price level in increasing 
agricultural and industrial 
production and in facing the 
problems of external payments, 
is not only a matter of satis¬ 
faction and justifiable pride 
but the fact that these achieve¬ 
ments have taken place in an 
atmosphere of harmonius in? 
dustrial relations and a new 
emphasis on discipline in the 
context of the emergency augur 
well for a faster growth of the 
economy. However, there is 
no room for complacency md 
there are no shortcuts to pros¬ 
perity. Astheprimc minister 
has emphasised, sustained hard 
work by aU sections of she 
society the '. only guarantee 
for adUesimt aoeeteittad 
growth *Wiffc:'"sOrialf|nitfe, 
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isn’t it time you were 
seen in one? 


How long have 
you been telling yourself, 
if not everyone else, 
that Gwalior Suiting is 
your sort of Suiting? 

Consider your reasons for 
holding back. 

Satisfaction with your 
present suitings? 

This feeling might well 
disappear once you wear 
Gwalior Suiting. The cost? 

Most unlikely. We should 
think Gwalior Suiting's 
outstanding value for money 
is legendary, and in its class, 
probably unique. Or do you 
feel somehow that the reality of 
Gwalior can never match the 
impressions you have cherished 
over the years? Rest assured. 

There is nothing like Gwalior Suiting. 

The combination of superb 
finish and excellent designing will live up to 
your highest expectations, and in all probability, 
comfortably exceed them. 

You know you can see yourself in Gwalior Suiting. 
Isn't it time to stop reflecting? 
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Fertilizers for foodgrains 

For promoting Agricultural productivity in this country, inorganic fertilizers have* 
come to occupy a central position among the various inputs. With increasing popula¬ 
tion devouring all increments in foodgrains production, the race between foodgrains 
output and population increase can be won only if consumption of chemical fertilizers 
is encouraged along with the timely supply of other essential inputs such as irrigation, 
improved varieties of seeds, pesticides and agricultural implements. Unfortunately, 
the consumption of fertilizers has not come up to our expectations since 1972-73 
though in some north Indian states the progressive fanners have taken to it increasingly. 

In the wake of the oil crisis, there was a sharp spurt in the prices of fertilizers^ 
which acted as a depressing factor since it discouraged many fanners from making 
adequate use of it. Another unhealthy tendency developed which led to increased 
consumption of the nitrogenous fertilizers neglecting the other two vital compo¬ 
nents, namely, phosphates and potash, While nitrogen assisted in the growth of the 
plant, the other two nutrients were essential to keep up the fertility of land. Conti¬ 
nuous neglect of phosphates and potash could lead to starvation of soil ultimately 
leading to unremunerative returns from all applications of nitrogen. A sharp increase 
in the prices of phosphatic fertilizers was also a destabilising factor. Usually a parity 
in nitrogen and phosphate prices has prevailed but recently the prices of phosphates 
were ahead of nitrogenous fertilizers by 50 to 100 per cent. 

Should we sit back and watch this situation in a helpless manner? The president 
of the Fertilizer Association of India (FAI), Dr. S. K. Mukherjee, stated at a press con¬ 
ference on December 3, 1975 that it would be an open invitation to widespread disaster 
if we did not take some essential steps to encourage the consumption of this essential 
ingredient of fertilizers. He suggested that the government should provide a subsidy 
of nearly Rs 200 per tonne on the imported raw phosphate. Accordingto Dr. Mukherjee s 
estimate the subsidy would cost the exchequer no more than Rs 20 crores for a 
million tonnes of rock phosphate but it could be recovered manifold through substan¬ 
tially increased crop yields. The recent reduction in the prices of phosphates had 
only a marginal effect on the consumption of phosphates and was hardly adequate. 

It is understandable that any suggestion which claims a part of the revenue of the 
central exchequer will need further scrutiny at various levels and a quick response from 
the government in this regard may not be forthcoming. However, Mr K.D. Malaviya, 
the union minister for Petroleum and Chemicals, who inaugurated the seminar on 
“Technology of Compound Fertilizers Based on Urea and Low-grade Phosphate Rock"’ 
organized by the FAI and the International Superphosphate and Compound Manu¬ 
facturers Association, stated that the suppliers of rock phosphate in the world markets 
had raised prices excessively. If they persisted in t*his tendency, the government might 
be compelled to curtail its imports. While it was not known how the suppliers would 
react to the warning of t he minister, it was essential that the supply of the essential nut¬ 
rients was maintained t o the farming community at reasonable prices. 

A long-term study undertaken by the FAI (see Records and Statistics, 
page 1141) indicated that the plans for the production of all the three major nutrients 
was going ahead at a satisfactory pace and that the reliance of this country on imports 
was likely to be reduced drastically by 1978-79. 

This study had indicated that the consumption of nitrogen during the current year 
was expected to be about 18 per cent more than in the preceding year while the 
consumption of both phosphates and potash was expected to fall by about six and 
20 per cent respectively. These estimates were based on the data for the first ' 
nine months of the current year. However, in view of the fact that new plants 
were expected to go into production in the next few years, the association had 
come to the conclusion that the gap between production and consumption of 



nitrogen would be narrowed down to 
, $5*000 tonnes by the end of the fifth Plan 
period from the current level of 624,000 
^tonnes. In the case of phosphatic ferti¬ 
lizers the entire deficit of 115,000 tonnes 
was likely to be wiped out and there 
was also a possibility of a small surplus 
emerging from the efforts which were being 
put in currently. In the case of phos¬ 
phates, the estimated surplus in 1978-79 
was of the order of 220,0001 onnes. How¬ 
ever, the entire demand of potash would 
Jiave to be met through imports as the 
country still has not been able to locate 
any source of its supply. 

Keeping apart these forecasts for the 


next two to three years, the problem of 
increased consumption of all the fertili¬ 
sers was of paramount importance for the 
present and a decision in this regard if 
deferred too long would be reflected in 
reduced production of foodgrains. If 
the rabi crop was to be a bumper one so 
as to raise the total foodgrains production 
up to 114 million tonnes during the 
current agriculture year, any neglect in 
regard to the supply of fertilizers would 
cause serious harm. A small price paid 
through a subsidy to fertilizers may go a 
Jong way in producing easiness in the sup¬ 
ply of both fertilizers and foodgrains and 
lead to a general toning up of the economy. 


Approach to west Asia 


Inaugurating a seminar in Calcutta on 
November 22 on India's trade prospects 
with the countries of west Asia, Prof 
D.P. Chattopadhyaya, the union minister 
of Commerce, remarked that it was 
“somewhat difficult to be very original or 
interesting in speaking about this subject” 
because so much had already been said 
and written about the emergence of the 
west Asian region as the new focus of 
international trade. Although it may 
not be easy to say anything new or interest¬ 
ing about west Asia, the fact remains that 
India is yet to make serious and systematic 
efforts to penetrate into the markets 
of this region and to participate actively 
in the programme of economic develop¬ 
ment taking place there. “One can safely 
assume”, said the Commerce minister, 
“that our exporters have fully grasped 
the importance of the west Asian market 
and are doing their best to enter this 
market in as large a measure as possible”. 
It is, of course, true that our exports to 
this region have shown a rising trend and 
our businessmen have been visiting the 
west Asian countries more frequently 
both for selling their goods and for seek¬ 
ing industrial collaboration. But is the 
government of India providing our ex¬ 
porters with all the necessary facilities to 
enable them to compete effectively in this 
region? 

The discussions at the seminar revealed 
that exporters continued to face several 
impediments in promoting their sales to 
the countries of west Asia. For ex¬ 
ample, R,C. Maheswari, chairman of the 


Engineering Export Promotion Council, 
strongly criticised the nationalised banks 
for their failure to provide timely ^nd 
adequate finance to exporters on compe¬ 
titive terms. He said that the banks con¬ 
tinued to operate their money lending 
business in the traditional way and that 
they showed little interest and initiative 
in promoting exports. As a result, ex¬ 
porters had to face hardship in getting 
assistance in regard to the provision of 
bid bonds, performance guarantees and 
advance payment guarantees. 

Mr Maheshwari called for a radical chan¬ 
ge in the attitude of banks to export promo¬ 
tion. He also pointed out that the govern- 
•ment’s approach to exports, although it 
had become more helpful in certain direc¬ 
tions, was still lacking pragmatismin some 
respects as in the case of cash incentives. 
This scheme had been subjected to fre¬ 
quent revisions which created consider¬ 
able uncertainly among exporters and 
hindered their efforts to enter into long¬ 
term contracts with importers in‘foreign 
countries. He appea’ed to the govern¬ 
ment of India not to experiment in a 
sensitive area like export promotion with 
“half-baked ideas” like marginal costing. 
Engineering goods have excellent poten¬ 
tial for exports to the countries of west 
Asia and it is hoped therefore that New 
Delhi will promptly and sympathetically 
consider the handicaps that still confront 
the exporters. 

Prof Chattopadhyaya pointed out that 
India had also succeeded in getting 
a share in the boom in exports to west 


Asia and that our exports to this area 
had risen from Rs 180 crores in 1973-74 
to Rs 489 crorcs in 1975-76. He said that 
we had to contend with * ‘the intense com¬ 
petition and the high pressure salesman¬ 
ship from the industrialised countries^ 
the fast moving financial and economic 
situation and the distinct preference of 
some of these countries for the most 
sophisticated technology available in the 
world.” He added that “despite these 
difficulties, the opportunities for us in 
this region arc a challenge which wc have 
to accept and make the most of”. But this 
can be done successfully only if the govern¬ 
ment of India adopts a more liberal ap¬ 
proach to problems of export promotion 
especially in regard to the release of 
foreign exchange for business lours, for 
opening offices, for market studies, and 
for payment of commission to agents. 

It was pointed out at the seminar that 
while the Reserve Bunk's recent relaxa¬ 
tion of conditions in regard to blanket 
permits was welcome, it was neces¬ 
sary to make similar concessions in 
regard to individual permits as well. It 
was also suggested that the five per cent 
commission that was generally allowed to 
be paid to agents was inadequate, that 
this should be suitably increased, and that 
such higher payments should also be 
exempted from income tax. The 
government of India should not 
hesitate to adopt a liberal approach 
in this matter since this will ultimately 
enable our country to earn more foreign 
exchange. 

The non-availability of adequate ship¬ 
ping services at economic freight rates was 
mentioned at the seminar as one of the 
most servere obstacles to the rapid ex¬ 
pansion of trade with west Asia. Heavy 
congestion at the ports of this region 
has been making it difficult for Indian 
exporters to reach their goods in lime and 
to compete successfully with the deve¬ 
loped countries. India and Iran have 
started a joint shipping company and a 
similar venture is to be set up shortly 
with Kuwait. 

A suggestion was made that a spe¬ 
cial arrangements should be made 
with the shipping companies to book 
our goods up to Turkey, Syria or Kuwait 
and from there to move them by trucks 
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to Iran and Iraq but care should be taken 
to ensure that the tariff for such traffic 
<fid not exceed the normal freight by sea. 

Prof Chattopadhyaya suggested that we 
should try to secure at least 15 per cent 
of the global imports of the countries 
of west Asia by 1980. He assured that 


the government would be prepared to 
provide whatever institutional support 
might be required for accelerating our 
export thrust to west Asia. But New 
Delhi should act promptly and imaginati¬ 
vely if Indian businessmen are to make 
effective use of the excellent opportunities 
that have arisen in this part of the world. 


Perspective planning in 
electronics 


THE establishment of the Electronics 
Commission in 1971 under the chair¬ 
manship of Prof M.G.K. Menon was a 
landmark in the recent history of the 
electronics industry in our country. For 
nearly four years, the Electronics Commis¬ 
sion made an earnest effort to collect 
all the necessary and relevant information 
in regard to this sophisticated industry 
so as to be able to draw up plans for its 
future growth. Within the commission 
itself, a special cell named as the “Infor¬ 
mation, Planning and Analysis Group” 
was entrusted with the task of collecting 
information required for decision-making 
as well as for providing data to laborato¬ 
ries, industries and entrepreneurs for 
hastening the expansion of this industry. 
The first ever effort in this regard was 
made in 1966 when the Bhabha Commi¬ 
ttee report was released, this report pro¬ 
jected the needs of this industry for the 
decade ending in the current year. 

At a press conference in the capital on 
December 11, 1975 Prof M.G.K. Menon 
released the “Perspective Report on 
Electronics in India” which was an attempt 
at indicative planning till the end of the 
sixth five-year Plan period. Prof Menon 
made it clear that the new report was 
not designed to up-date the Bhabha 
Committee report but was in fact the 
cumulative result of nearly 200 special 
reports dealing in various sub-groups of 
this industry. Even though the report 
had been completed in the middle of last 
year, it had to be revised before publica¬ 
tion so as to taring all the relevant infor¬ 
mation and data up to May this year. 
Prof Menon also stated that the goals 
set in this report were dependent upon a 
number of other factors such as the over¬ 
all growth of the economy in the fifth and 


the sixth five year Plan periods and the 
extent of success achieved by the govern¬ 
ment in mobilising resources for invest¬ 
ment. Economic trends in foreign coun¬ 
tries could also have an impact on the 
development of this industry. 

The Bhabha Committee had estimated 
that about Rs 1600 crores worth of 
equipment would be required in the 
decade ending in 1975 with terminal 
annual production of Rs 300 crores. The 
total investment for the period under 
review was estimated to be Rs 270 crores. 
By and large, these targets have been 
achieved and now the Electronics Commis¬ 
sion has forecast that with capital invest¬ 
ment of the order of Rs 202 crores in the 
fifth five-year Plan period, production 
would be as much as Rs 2608 crores with 
output in the terminal year (1978-79) at 
Rs 782 crores. In other words, the value 
of output during the fifth five-year Plan 1 
period would more than double itself 
though in physical quantities, the rate 
of growth envisaged is of the order of 20 
per cent per annum. In the last year of 
the sixth five-year Plan (1983-84), the value 
of production is anticipated to be worth 
Rs 1900 crores. Surely if these targets 
are achieved, the electronics industry 
will be among the fastest growing 
industries in our country. Even though 
emphasis on professional and industrial 
electronics will be increased in the coming 
decade, the entertainment sector of this 
industry will continue to occupy a pride 
of place followed by components, com¬ 
puters, communication, radar and naviga¬ 
tion systems. Besides defence electronics, 
medical electronics and instruments also 
wiU command increasing attention in the 
coming years. 

Id the case of a fast growing industry 
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such as electronics, it is necessary lo ta ke 
such measures as will make our country 
increasingly self-reliant. While con¬ 
ceding this point, Prof Menon also stres¬ 
sed the fact that due to the rapid tech¬ 
nological advancement in this industry it 
would be both uneconomic and impracti¬ 
cable to shut out all imports. However 
every effort would be made to reduce the 
share of imported components and equip¬ 
ments, added Prof Menon. Whereas 
in 1966the import element of all electronics 
equipments manufactured in this coun¬ 
try was 33 per cent, it has been reduced 
to 20 per cent, on the average, at present 
and is proposed to be brought down to 
16 per cent at the end of the sixth 
Plan period. The Electronics Com¬ 
mission has come to the conclusion 
that the import content of electro¬ 
nics equipment and machinery cannot 
be reduced to below 12 per cent 
because of two basic reasons. First, 
some of the raw materials and components 
are needed in extremely small quantities 
and it is inadvisable to go in for their 
production in this country. Second, in 
certain sensitive sectors, some of the most, 
sophisticated equipment can be had 
only from foreign sources in view of our 
incapacity to come up in so short a period 
to the level of technical know-how availa¬ 
ble in industrialised countries. 

Discussing the future growth of the 
computer industry in this country, Prof 
Menon said that no new computers had 
been allowed to be brought in by the 
multinationals since 1972. An effort was 
being made to assemble computers in 
our country through indigenous as well 
as imported components. For some 
years, a few of the peripherals will have 
to be imported from abroad though an 
effort was being made to steadily increase 
the share of indigenous components in 
both the computers and the peripherals.. 
Projecting the demand for computers in 
the decade ending in 1983-84, the com¬ 
mission came to the conclusion that 731 
midicomputers and 3545 minicomputers 
would be needed by our country and the 
total cost would be in the neighbourhood 
of Rs 500 crores. Thus, it is clear that 
computers will play not only an important 
role in the electronics industry but will in 
general tone up the working of the second- 
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ary and tertiary activities in the eeo- 
nomy. 

Hitherto the electronics industry in 
our country has got concentrated in a 
few urban centres. The Electronics 
Commission has persuaded the state 
governments to come forward and en¬ 
courage the establishment of new units 
dealing in various branches of this in¬ 
dustry in important towns and cities. 
.The Electronics Commission has offered 
* its services to support all such efforts at 
the state level though the primary res¬ 
ponsibility in this regard will be with the 
states. Surely some of the states have 
made significant progress and a number 
of units are coming up for the manu¬ 
facture of both entertainment and pro¬ 
fessional electronics items. This is indeed 
a healthy step because it will relieve the 
pressure on the congested urban areas 
and will generate employment opportuni¬ 
ties, leading to the spread of this industry 
to almost all the states. 

It is well-known that the electronics 
industry can play a very useful role in 
“increasing the export earnings of our coun¬ 
try, though its performance so far has 
been far from encouraging. The value 
of exports of electronic goods was only 
a little more than nine crores of rupees in 
1974-75. More than half of it was 
realised through the efforts of International 
Business Machines (IBM) and Philips, • 
two of the leading multinationals who 
have made sizable exports of computer 
equipment and radios. Great reliance 
is now being put on the Santa Cruz Export 
Processing Zone which has still to make a 
mark in this direction. Moreover, a heavy 
responsibility now rests on the newly- 
established Electronics Trade and Tech¬ 
nology Development Corporation 
(ETTDC)—a public sector undertaking 
—which has been set up to assist in the 
streamlining of both imports and exports 
of electronics items. The ETTDC expects 
to export electronic products worth Rs 
10 crores by the end of 1978-79 while 
imports channelised through it will be 
valued at Rs 30 crores. It is true that 
our country has ready availability 
skilled labour but unless new 
^j^ort markets are diligently explored, 
the share of exports in the value of total 
production will remain exceedingly small. 


In the initial years, the exporters will 
need sizeable incentives and encourage¬ 
ment as to be able to carve out a place for 
themselves in the foreign markets. Our 
exporters can enter the newly-rich oil 
countries of West Asia provided they 
receive the necessary support from the 
Electronics Commission and the concern¬ 
ed ministries of the government of India. 

Among the consumer electronics 
items, the production of television 
(including CCTV) is expected to jump 
to the first position by 1983-84. Out of 
a total demand for consumer electronics 
products in 1983-84 valued of Rs 444 
crores, television alone is expected to be 
around Rs 220 crores followed by radio 
receivers at Rs 140 crores. Understand¬ 
ably, the demand for television receivers 
is dependent upon the speed with which 
new television stations come up in the 
country. While the fifth five-year 
Plan programme provided for the setting 
up of a television station in every state 
capital with relay stations in nearby towns, 
it is believed that the programme is lag¬ 
ging and is not likely to be fulfilled. 


Also, the increase in the prices of televi¬ 
sion sets due to a variety Of reasons in¬ 
cluding the taxes has proved a stumbling 
block as sales have slumped in recent 
months. The television set is no longer 
a luxury, it is a powerful medium for edu¬ 
cating the masses regarding the new eco¬ 
nomic and social programmes being laun¬ 
ched by the government. Ail efforts 
should be made to bring down the price 
of the television set so that even the fami¬ 
lies in the lower income brackets may 
be able to afford it. According to one 
entrepreneur, the cost of a 24" television 
set without the taxes on components and 
the finished products is not more than 
Rs 1600. The price of a television set 
of 19" screen should be still less. There¬ 
fore, it is necessary that the Electronics 
Commission should persuade the relevant 
ministries to evolve a formula whereby 
the cost of the television set may be reduc¬ 
ed. Television can be a potent medium 
for reaching out to the people, especially 
in our country where despite literacy 
campaigns spread over three decades, 
three out of four persons are still illiter¬ 
ate. 


Chasing bank money 


The observations of union ministers in 
recent weeks about the need for accord¬ 
ing increased priority to the grant of assis¬ 
tance to farmers and small entrepreneurs 
and the anxiety to promote banking 
in rural areas with the formation of spe¬ 
cial institutions, for this purpose, have 
given rise to the question how the sche¬ 
duled commercial banks should function 
in the changing circumstances and in 
what manner available resources should 
be allocated between the different classes 
of borrowers. There has, so far, been 
emphasis only on changing the propor¬ 
tions of the incremental credit without 
taking trouble to find out how the avail¬ 
able cake can be enlarged and what will 
be the shifts in results with differential 
application of iendable resources. 

Considerable progress in the method of 
dispensation of credit in new directions 
has no doubt been achieved since 1969, 
when major banks were nationalised. 


and the special treatment accorded to 
borrowers in th$ agricultural and small 
industries sectors has been responsible 
for an increase in advances to the weaker 
sections of society. No precise estimate 
is available of the changes in the content 
of fresh lending by the scheduled commer¬ 
cial banks. It will, however, be no 
exaggeration to say that the new borro¬ 
wers have been helped to the extent of Rs 
800 crores m a six-year period out of an 
increase in advances of all commercial 
scheduled banks between March 1969 and 
November 1975 of Rs 5,400 crores. 

The growth in deposits during the same 
period has been impressive at Rs 8,165 
crores and incremental growth in credit 
has been on an average around 66 per 
cent. In earlier years the ratio was even 
higher at 70 per cent with then agisting 
borrowers deriving the full benefits out of 
credit expansion. Latterly, however it 
has been enjoined by the Reserve Bank 

Mount isC im 


EASTERN ECONOMST 


1114 



that not main tain 64 per bent of fresh 
deposits caii le utffli^ .ifor jeftdtog put- 
paries if theUquidityratio has been rai¬ 
sed and the f^hldbng system is now invest¬ 
ing roughly '.'33 per cent in government 
securities and bonds out of every rupee 
that it mobilises additionally. 

It has been pointed out that there has 
been an enlargement of the activities of the 
publie sector undertakings and with the 
new policy of seeking commercial credit 
for working capital and even assistance 
for implementing expansion schemes, the 
amounts available for borrowers in the 
private industrial sector is getting cir¬ 
cumscribed, though it may not be 
correct to say that there has been a con¬ 
traction in the quantum of incremental 
credit. In terms of percentages of addi¬ 
tional advances the share of the private 
industrial sector is bound to get re¬ 
duced. 

This trend cannot be described as 
retrograde simply because there is a con¬ 
traction^ trend in an expanding phase 
of industrial activity. But the share of 
the public sector is bound to increase 
with enlargement of its activities and the 
growth of heavy industries. What is 
therefore important to bear in mind is 
the fact that there should not be any 
hardship for genuine borrowers and 
normal needs should be provided fully. 
The rub however arises when broad ratios 
are calculated and an attempt is made to 
suggest that there has been no significant 
shift in lending policy and the small 
borrowers are still at the mercy of indi¬ 
genous moneylenders. 

it should not be overlooked that there 
has been a significant shift in the applica¬ 
tion of resources of the banking system 
in favour of the central and state govern¬ 
ments and the public sector. The fresh 
investments in government securities and 
bonds of public bodies may be easily 
ground R& 650 Crores in 1975, white food 
procurement alone has accounted for an 
increase of 1U 553 crorcs out of the rise 
in aggregategdvances of Rs 1,616 crores 
-or 34i5 percent, As the increase in 
deposits dt^g the same period (Nov 
IS, 1S>74 to NFoV 14; 1975) was quite 
spectacular at Its i;900 crores and" there 
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was stricter control over the grant of 
credit to industry and trade, with the 
norms devised by the Tandon committee, 
the larger expansion of procurement credit 
has not had any upsetting effect so 
far. 

It is also pertinent to point out that out 
of the balance of 65.5 per cent of growth 
in advances of Rs 1,616 crores during the 
twelve-month period under reference, a 
sizable chunk has been accounted for by a 
bulge in the stocks of fertilisers, non- 
ferrous metal, steel and petroleum pro¬ 
ducts. In the case of the last men¬ 
tioned group there has also been an in¬ 
crease in costs due to higher prices apart 
from accumulation due to discouragement 
of demand. 

l4r*has therefore to be decided what 
should be the policy in respect of fresh 
lending to industrial undertakings in 
the public, private, co-operative and joint 
sectors and how there can be a pause in 
lending to the bigger borrowers for 
diverting resources to agriculturists and 
small entrepreneurs. In the short term 
view, serious practical difficulties may 
be encountered as the output of the public 
sector undertakings has been rising notice¬ 
ably palling for larger working capital. 
The generation of internal resources on 
a bigger scale with improvement in the 
profitability of working may not be 
helpful in augmenting funds for working 
capital purposes as the expansion schemes 
are proposed to be implemented by 
using newly generated resources almost 
fully. 

The central government is naturally 
disinclined to provide large assistance out 
of its own budgetary receipts because 
of other demands. The private industrial 
sector cannot be expected to find a greater 
proportion of working capital out of its 
own fUnds as generation of internal re- 
souces is not taking place on the desired 
scale and a revamping of the capital 
structure cannot be attempted because of 
heayy incidence of direct taxation and 
the lack of proper climate in the capital 
market. 

The only redeeming feature in an other¬ 
wise difficult situation in regard to the 
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availability of funds for tending*pur¬ 
poses is the prospect of a faster growthm* 
in deposits in the coming years. Against 
an average of Rs 1,200 crorcs annually in * 
[969-75, the growth can be expected to be 
much higher at Rs 2,200 crores annually 
in 1976-81. Assuming that there will be 
no big rise in wholesale prices in the next 
two or three years, it should be possible 
to segregate out of new deposits of Rs 
6,500 crores in the three years ending 
1979 at least Rs 1,300 crores to agri¬ 
culture and small industries. On the* 
basis of credit expansion in the last busy 
season the availability of fresh credit for 
Rs 950 crores may not be a great dis¬ 
advantage though upto the middle of 1977 
the Reserve Bank may have lo provide 
liberal refinance facilities in order to 
relieve any credit squeeze that may be 
experienced as a result of definite 
earmarking of resources for being used 
by the agricultural and small industries 
sector. 

In view of the need to help these sectors 
on a defined basis it will be worthwhile to 
create separate institutions with rural 
banks taking care of agricultural sector* 
and medium-sized development banks of 
the needs of small entrepreneurs. The 
scheduled commercial banks may be 
asked lo provide block credit for Rs 400 
crores annually for being utilised by these 
two classes of lending institutions on the 
basis of specific guarantees from the 
central government. This segregation 
of funds should remove complaints 
though it will not be possible for the new 
institutions to make suitable provisions 
against bad debts especially if lending 
rates have to be fixed at low levels. There 
will also be no large base of proved credit¬ 
worthy borrowers. The difficulties in 
this regard will have to be sorted out 
somehow and acceptable solutions 
found. 

The ultimate answer lies in the augmen¬ 
tation of resources of the banking system, 
and of the capability of the borrowers 
which will call for increasing monetisa¬ 
tion of the economy and faster generation 
of internal resources of the industrial 
sector, with grant of necessary incentives. 
In that event the new challenges can bo 
met without much difficulty. 

DECEMBER 19, I97S 



PHILIPS INDIA: 

its policy in perspective. 


Philips organisations 
around the world 
contribute to innovation 
and progress. Mot only 
are they sources for new 
techniques and products, 
but also for employment. 
To fulfil these obligations. 
Philips works in tune with 
the economic and social 
aspirations of the country 
in which it operates. 


In India, Philips' achieve 
ments in exports new 
product development, 
research, skill formation, 
employment and 
profitable occupation for 
thousands of small 
scale entrepreneurs and 
dealers are proof that 
it has indeed aligned itself 
to the national goal of 
economic self-reliance 
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r pkx of the undertaking, however, is ex¬ 
pected to be completed by the end of' 
March next. 


Bapitals Corridors 


R. C. Ummat 


Bauxite for BALCO • BHEL's diversification * 
Madras refinery expansion • Income and wealth 

disclosures 


Tm Bharat Aluminium Company Limi¬ 
ted (BALCO), a government of India 
undertaking, is seeking to enter into long¬ 
term arrangements with private mining 
interests for the supply of some low silica 
content bauxite so that it can bring down 
its cost of production. The captive mines 
of the undertaking at Phutlcapahar and in 
the Amarkantak area yield bauxite with 
silica content as high us 5.5 to 6 per 
cent. It is felt that if bauxite containing 
less than 3 per cent silica content can be 
mixed with the Phutlcapahar and Amar¬ 
kantak bauxite, the consumption of caus¬ 
tic soda would go down considerably. A 
reduction of one per cent in the silica 
content is expected to reduce the cost of 
production of BALCO by about Rs 200 
per tonne. 

necostary purchase 

The purchase of bauxite from the open 
market is considered necessary also in 
view of the fact that its cost would be 
much lower than that of raising ore from 
the captive mines of the undertaking. 
The current output of bauxite at Phutka- 
pahar and in the Amarkantak area is said 
to be sufficient only for producing 
annually 70,000/80,000 tonnes of alu¬ 
mina. Next year, when 130,000 tonnes of 
alumina are proposed to be produced, 
taking into consideration the possibilities 
©f exporting 50,000 tonnes to the Soviet 
Union, the average monthly requirements 
©f BALCO would go up to nearly 32,000 
tonnes of bauxite per month. The existing 
manpower and the equipment with the 
tjAptive mines can help in yielding at the 
most abom 20,000 tonnes a month from 
the Amarkantak area and 6,000 tonnes 
from Phutkapahar. There will, thus, be 
A gap of nearly 6,000tonnes in the supplies 
of bauxite. This gap can be filled by 
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recruiting more manpower in the captive 
mines, but it is considered to be an ex¬ 
pensive proposition. 

insufficient reserves 

Another reason for BALCO trying to 
secure bauxite from the open market is 
that its fears about the reserves in the 
Phutlcapahar and Amarkantak areas seem 
to be turning out true. According to a 
recent assessment, though preliminary, it 
is now felt that the bauxite reserves at 
Phutkapahar and in the Amarkantak area 
may be just about half of the earlier esti¬ 
mate of the Geological Survey of India 
(GSI). Mineable reserves in the nearby 
Mainpat area, which can also be utilised 
by BALCO, are said to be quite extensive 
and even of better quality than those of 
the Amarkantak and Phutkapahar areas. 
But they are not amenable to mechanised 
mining because of their too small average 
thickness. * 

The bauxite problem of BALCO is 
expected to become acute as it goes in 
for the full-rated capacity production 
0 f alumina which will require on an 
average 48,000 tonnes of ore per month. 
The matter, of course, is being looked 
into expeditiously. 

The commissioning of the second pot¬ 
line of BALCO’s smelter, scheduled in 
the middle of next year, it is feared, might 
also be delayed by slightly over a year 
because of power difficulties. According 
to an assessment of the Madhya Pradesh 
State Electricity Board, the supply of 
power for this second potline may not be 
possible earlier than the third quarter of 
1977. Power tariff is another issue yet 
to be sorted out in terms of the recent 
government formula for the supply of 
power to aluminium manufacturers. 

The construction of the properzi com- 


So far as the Surguja alumina project of 
(he undertaking is concerned, the feasibility 
report prepared by Soviet consultants 
has indicated that at the current price 
level, the cost of production of this 
plant would be exorbitantly high. The 
consultants, therefore, have suggested 
that an export-oriented alumina plant at ( 
Surguja will not be a viable proposition. 
BALCO, of course, is keen on securing 
the technological know-how for the 
production of alumina for medium and 
low-grade bauxite deposits at Surguja 
because this will help in the long run in 
the exploitation of large reserves of 
medium/low-grade bauxite which have 
been indicated elsewhere in the country 
by recent geological surveys. 

The delayed receipt of technical assign¬ 
ments from the Soviet Union is also 
understood to have upset the original 
commissioning schedule of the sheet roll¬ 
ing shop. This shop is now expected to 
be commissioned only in the middle of 
1978, instead of next year. The supplies 
of equipment for this shop, however, 
have started. 

♦ 41 

* The programme of Bharat Heavy Elec¬ 
tricals Limited (BHEL) to manufacture 
oil rigs in the country is stated to be 
making steady progress. The first indi¬ 
genous oil rig is expected to be available 
by the end of next year. 

The establishment of the oil rig making 
facilities by BHEL at its Hyderabad 
unit will not only assist in saving a good 
deal of foreign exchange currently being 
spent on importing these rigs from abroad, 
particularly from the United States and the 
Soviet Union, but also in accelerating 
the pace of oil exploration. The indi¬ 
genously made oil rigs will be capable of 
drilling upto 20,000 feet. Such a rig 
currently costs about Rs 5crores. 

BHEL is also diversifying its production 
programme with a view to farther reduc¬ 
ing imports as well as for entering the 
export market. The import substitution 
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programme includes the manufacture of 
"'■"'bowl mills and comb-alloy steels required 
for the manufacture of turbines of higher 
ranges. Two of the collaborators of the 
Hyderabad unit of BHEL from Sweden 
and West Germany have placed orders 
on it for several of their requirements. 

electric motors 

Another scheme engaging the attention 
of BHEL currently is the manufacture of 
large electric motors in the range 3,500 
to 10,000 KW. Four motors of 3,500 
KW capacity are expected to be turned 
out soon. 

The overall performance of BHEL this 
year is statedto have been very encourag¬ 
ing. The total production of all the 
units of the company aggregated to 
Rs 202.69 crorcs during the period April 
to October. This was 46 per cent 
more than the production during the same 
period last year and nearly 95 per cent of 
the Rs 213.37 crores target for the seven 
months to October. 

* * 


capacity of 20,000 tonnes is also pro¬ 
posed to be set up. The Madras refinery 
as well is going ahead with its plans to 
substantially increase the production of 
liquefied petroleum gas to v meet the fast 
growing demand for this product. The 
production of LPG has been raised recently 
from 2,800 tonnes to 3,000 tonnes per 
month. 

* * 

As the deadline for declaring concealed 
incomes and wealth under the voluntary 
disclosure scheme is now nearing, the 
disclosures are understood to be gathering 
momentum. The official circles feel 
that concealed incomes and wealth to 
the tune of nearly Rs 400 crores would 
be declared mostly in the range Rs 15,000 
to Rs 50,000, the income-tax liability on 
which is quite low. 

The government expects to net tax to 
the extent of nearly Rs 200 crores 
under the voluntary incomes and wealth 
disclosure scheme. This will go a Jong 


way in containing the central budgetary 
deficit within Rs 250 erbtes estitnated la 
February last. f- $' 

The deficit in the 1 central 
understood to have grown oMsid^ralbly 
due to various factors, including increased 
dearness allowance of government em¬ 
ployees, concessions in some excise duties 
allowed in the recent past, increase in 
administrative expenditure (to some ex¬ 
tent, this, of course, will be offset by the 
additional economy measures undertaken 
this year), etc. 

The additional dearness allowance 
payments to railway employees, the sub¬ 
stantial increases in the costs of various 
inputs like steel, coal and diesel oil and 
the clearance of the backlog of main¬ 
tenance are understood to have strained 
the financial position of the railways also. 
There, of course, has been considerable 
improvement in the realisations of rail¬ 
ways, both from goods and passenger 
traffic. On balance, the railways too, 
may show significant deficit. 


The plan to expand the Madras oil 
refinery from 2.5 million tonnes to 3.5 
million tonnes is expected to be cleared 
by the Planning Commission in the near 
future. It is anticipated to cost nearly 
Rs 25 crores—40 per cent of this amount 
in foreign exchange. The scheme is 
proposed to be financed partly from the 
internally generated resources of the 
company and partly through borrowings. 
There is no proposal to increase equity. 
On expectations of the clearance of this 
scheme, the original proposal to expand 
the refinery just to 2.8 million tonnes 
has been shelved. 

Along with the above expansion pro¬ 
gramme, the capacity of the lube oil 
plant of the understaking is proposed to 
be increased from 200,000 tonnes to 
270,000 tonnes per annum. The expanded 
capacity is envisaged to be utilised pri¬ 
marily for producing high-viscosity lube 
oils for which demand is increasing. 
Currently, the production of lube oils at 
the Madras refinery is of low-viscosity 
varieties; 

*A new paraffin wax plant with an annual 
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Hayek's pure theory of capital 


Before explaining Prof. Hayek’s dis¬ 
tinct contribution in the field of capital 
theory, it is imperative to discuss the 
circumstances and the body of thought 
coming down to him. At a time when the 
philosophy of laissez-faire was receiving 
its mortal blows from the fast growing 
disillusionment with the capitalistic 
mode of production and distribution 
because of the deep depression of the 
thirties and growing influence of Commu¬ 
nism, Prof Hayek did a great service to 
put the free market economy in its proper 
perspective. He belongs to what is 
known as the Austrian school of econo¬ 
mics. Economic wizafds like Jevons, 
Bohm Bawerk, Carl Menger and Wicksell 
belonged to this tradition of the Austrian 
school. In fact, Hayek carries further 
the systematic exposition of the doctrine 
of thought on capital evolved by these 
economists. 

The Austrian school differs from the 
earlier body of thought in many respects 
but the differences are more pronounced 
in the field of theory of capital. Capital 
theory arose as an offshoot of discussion 
on the rates of interest and their functions. 
The labour theory of value, which was 
accepted by and large could not explain 
many anomalies in the structure of prices 
of different goods and services. The 
discussion on the varidus aspects of the 
theory revealed that lime plays a crucial 
role in the process of production and it 
carf be considered an input on a par with 
labour and raw materials. In addition, 
like any other factor, time has its price 
which is usually measured by the rate of 
interest. Thus, capital theory as deve¬ 
loped later pn revolved mainly round 
one factor, i.e. the explanation of rate of 
interest, the return on capital. 

tim* factor 

Jevons, whose ideas influenced Hayek, 
stated that capital enables us to surmount 
the time elapsing between the beginning 
and the end of work. The degree of 
improvement in production process 
involves the roundabout method of 
production which alone is obtained by 
the use of capital. Bohm Bawerk, a 
Pillar OfAustrian school, who also in- 
Silenced Hayek, explained interest (the 
toward pf capital) both on subjective and 
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ojective grounds. It showed the signi¬ 
ficance of time in respect both of pro¬ 
duction and consumption. Consumers 
under-estimate future consumption and 
over-estimate future resources. This 
time gap creates an ‘agio’ and to bridge 
this gap that ‘agio’ had to be paid. The 
greater flow of goods and services in future 
will require investment of more and more 
resources in roundabuout method of 
production at present. 

The roundabout method of production 
creates more demand for capital 
and the factors of production must 
be kept in process between initial 
investment of capital and production 
of goods at the end. The greater 
productivity of capital for production 
offers an explanation of interest which 
must be paid to the owner of capital. 
Carl Menger, another Austrian who 
argues that individual is the centre of all 
activities and the total economic process 
in an economy is the result of various 
individuals, also influenced Hayek. The 
contribution of Menger lies in the state¬ 
ment that the main importance of the 
theory of money lies in the fact that it 
is the first application of the subjective 
theory of value to the problems of money. 

wide coverage 

With this background, it is now ap¬ 
propriate to understand the contribu¬ 
tion of Hayek to the theory of capital. 
The discussion here will revolve mainly 
round his book, ‘The Pure Theory 
of Capital’. As stated earler, Prof. 
Hayek’s contribution to economic science 
covers a wide ran c of topics in his books 
such as The Constitution of Liberty, 
The Road to Serfdom, Capitalism and the 
Historians, Studies in the Philosophy, 
Politics and Economics and John Stuart 
Mill and Hariet Tayler. In an article of 
this nature it will not be possible to 
comment on all these works. Here dis¬ 
cussion will be round his technical work, 
the Pure Theory of Capital (1941) which 
is a distinct landmark in the Austrian 
School of Capital Theory. The subsequent 
analysis in this article is restricted to 
the systematic explanation of the body of 
thoughts as given in Hayek’s book 
under study. 

The treatment of time element by 
1119 


Jevons, Bohm Bawerk, Wicksell etc, 
in the introduction of one single time 
interval—“the average period of produc¬ 
tion’’-—over-simplified the doctrines. 
Hayek tried to impart dynamism by intr<v 
ducing an adequate treatment of th<f 
time factor to bring these doctrines nearer 
to reality. Therefore, the subject 
matter of the book can also be treated as 
the “Dynamics of Capitalistic Pro¬ 
duction’’ because “the central aim of 
the study is to make a systematic survey 
of the inter-relations between the 
different parts of the material structure 
of the process of production, and the way 
in which it will adapt itself to changing 
conditions”. 

unfortunate effects 

The issues raised by Hayek, i.e. 
“The problems arising out of the 
dependence of production on the availa¬ 
bility of capital in certain forms and 
quantities” in the past were treated iff 
the context of a stationary state equili¬ 
brium and subordinated to the problem 
to explain interest rather than confining 
it to its explicit discussion. Such a 
treatment of the theory had unfortunate 
effects for two reasons.. One, it was pri¬ 
marily used for explaining rate of interest 
in the simplest situations rather than 
showing their inter-relationships in the 
complex situations. Second, interest was 
treated analogous to rent, wages and 
profits i.e. reward of a particular factor 
of production. Thus rate of interest 
came to be known as a single magnitude 
rather than depicting the inter-relation¬ 
ships of the components of the capital 
structure. 

Such a treatment of capital and rate of 
interest falls into a serious trap in dynamic 
conditions and not in a stationary state 
as postulated by the earlier economists.' 
Thus, Prof Hayek discussed the various 
facets of capital giving it a broad base 
and used the “term capital as a name 
for the total stock of the non-permanent 
factors of' production” rather than a 
homogeneous magnitude. Since the 
basic characteristics of capital and interest 
involve the interdependence of various 
components of an economy, it comes 
under the purview of general equilibrium 
analysis in a dynamic system. This had 
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been, neglected by the earlier economists 
who harped on partial equilibrium analy- 
Tft in a stationary state being applicable 
in all cases and circumstances. The credit 
, goes to Hayek whose dynamics refers to 
the economic process as it proceeds in 
time and explains the causation which 
must be treated as a chain of historical 
process. It means the dependence of 
successive events on the preceding one. 
Since there are definite and proportional 
quantitative relationaships among different 
parts of production process in an economy, 
the production of one commodity 
will be conditioned by the production of 
Mother commodities in the right propor¬ 
tion, thus present is linked with future. 

harmonised system 

Each individual plans in his own way, 
but the whole system is harmonised, co¬ 
ordinated and adjusted in such a way that 
the same quantities of commodities are 
produced which the consumers want to 
buy. in such a system, producers will 
make a definite plan as there is not much 
scope for unnecessary speculation. Thus 
money is relegated to the secondary 
position and the emphasis is on analysis 
in real terms rather than in monetary 
terms. The introduction of money 
in a haphazard manner will create distor¬ 
tions in the various relationships in an 
, otherwise smoothly going capitalistic 
system. Hayek admits that the ex¬ 
planation in money terms is more realistic 
as it depicts the mechanism in a real world 
but it makes oblivious some real pheno¬ 
mena and relations which work inde¬ 
pendently of money relations. In con¬ 
trast to Keynesian concept of rate of 
interest as being a monetary phenomenon, 
Hayek has used the real rates meaning 
thereby, “an element in relations 
between the various prices of different 
commodities, a ratio between the prices 
of the factors of production and the 
expected prices of their products, which 
stands in certain relationships to the time 
interval between the purchase of the 
factors and the sale of product’*. Thus 
in the context of real rates of interest, the 
earlier productivity theories of interest 
become irrelevant. 

The main theme of Hayek’s hypothesis 
vis-a-vis other Austrians can be recap- 
tulated as under: 

1. Stress is laid on the role of circulat¬ 
ing capital which arises out of the 
duration of t he process of product ion, 
because this brings out particularly 
clearly some of the characteristics 
of all capital. 

2. Non-permanence is regarded as 
. [he characteristics attribute of 


all capital goods, and the emphasis 
is accordingly laid on the need for 
continuous reproduction of all capi¬ 
tal. 

3. It is assumed that the stock of capital 
good is being constantly used and 
reproduced. 

4. It is not the durability of a parti¬ 
cular good but the time that will 
elapse before the final services to 
which it contributes will mature, 
that is regarded as a decisive factor. It 
is not the attribute of the individual 
good but its position in the whole 
time structure of production that is 
regarded as relevant. 

5. Which of the many technological 
methods of production will be em¬ 
ployed is assumed to be determined 
by the supply of capital available at 
each moment. 

6. Additional capital is assumed to be 
needed for making changes possible 
in the technique of production and 
to lead to longitudinal changes in 
the structure of production. 

central problem 

The central problem in an economy is 
how the existence of non-permanent 
resources increases the permanent income 
stream. Thus Prof Hayek defined the 
term capital as the “aggregate of those 
non-permanent resources which can be 
used only in indirect manner to contri¬ 
bute to the permanent maintenance of the 
income at a particular level”. It is so 
because the existence of such type of 
' resources creates an imporiant and pecu¬ 
liar problem which is different from 
the problem had capital been assumed 
as a permanent resource. Thus capital 
includes “not only man-made productive 
equipment in so far as it is not expected 
to remain useful for ever but also natural 
resources,in so far as they are wasting 
assets, and all consumers goods existing 
at the moment in so far as they are non- 
permanent sources of final income”. 
Though this definition seems to be analo¬ 
gous to the earlier definition of capital as 
“produced means of production which 
after their creation are discovered to be 
useful for ever.” 

The temporary services of the non- 
permanent resources enable one to invest 
the services of the permanent resources. 
The causes of the productivity of invest¬ 
ment are that there will always exist 
potential but unused resources which could 
be used to yield after some time is elap* 
sed. There are mainly two ways in 
which productivity of investment man!* 
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fests itself, (1) duration of the actual 
process of production, 
of the product.* the first is termed bjf 
Hayek as “continuous mput-jwnt-Out-i 
put, and the second as 4, pbinl*faipiii* 
continuous-output”. The former jfives 
rise to joint demand tor favors 
latter gives rise to joint supply or mrriola. 
In addition, capital problem has double 
aspect, (1) it enables one to wait, and (2) 
it enables one to draw advantages from 
this possibility of waiting. Sometimes 
it has been suggested that augment*!)!* 
resources ought to be considered capital. 
But such a concept of augmentabiiity 
apart from been vague will restrict the 
meaning of capital. 

certain assumptions 

It is assumed that any quantity of input 
applied at a moment of time will result 
after a fixed interval in a definite product 
at another moment of time, and that input 
is applied and consequently output matures 
continuously at-a constant rate. Such a 
condition assumes that (1) the time to 
produce durable goods is very short, and 
(2) once produced the durable good will 
start production without the coopeiation 
of current new input. Under these cir¬ 
cumstances, the rate of interest will de¬ 
pend on a relationship between variations 
in the investment structure and changes 
in (he size of output. 

Prof Hayek has also built a theory of 
Accumulation of Capital. The basic 
assumptions of his theory arc a competi¬ 
tive society and stationary conditions. 
AU the resources are fully employed. 
Every increase in capital will assume other 
factors to be constant resulting in raising 
capital per head and investment in round¬ 
about method of production and a change 
in the technique of production. In short 
this is deepening of capital. 

When some people stop consuming a 
part of iheir income, it leads to saving. 
This saving will be diverted from con- * 
sumers goods industries and invested 
into the capital goods industries. The 
demand of factors of production in the 
capital goods industries will rise leading 
to their higher remuneration. Sucn 
a situation will call for more funds in the 
subsequent periods and this saving will be 
inadequate to sustain the process of 
production in these industries. There** 
fore, the additional amount for the 
payment of factors will be elsewhere 
than iii the saving. This whole process 
results in the production of capital goods 
at the cost of consumers goods. A fafi 
in the demand for consumers goods and *h 
an increase for capital goods witHedd to; 
redistribution of ifiycstinient* ft c*h 
besaidthat a |i*a*er^ ■ 
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ovfet <tfa£umers^goods*avaUable in the 
comparatively near future is offered in 
exchange for means to obtain consumers 
goods in the more distant future. It is 
reasonable to expect this to induce an ex¬ 
pansion of production for that more 
distant future* An increase in the relative 
amounts of consumers goods offered for 
capital goods or a fall in the rate of interest 
wtU cguse an expansion of those indus¬ 
tries which use more capital in proportion 
to labour than others do, while the inverse 
case Will favour the industries using rela¬ 
tively little capital. 

Having surveyed Prof. Hayek's theory 
of capital and its accumulation, it remains 
to be seen how relevant his theory is in 
modern times. The modern view regard¬ 
ing capital, its return and its formation is 
still controversial. The earlier theories 
were stated mainly in the context of con¬ 
trolling the trade cycles because of the 
bitter experiences of tha thirties. After 
World War It many countries of the 
world freed themselves from colonial rule. 
This group of countries because of their 
numerical superiority became a force 
oh the world scene to be reckoned, 
with. These countries aspired to rapid 
economic development of their hitherto 
backward economies. The flood of 


literature on economic development that 
came from the developed as well as the 
under-developed countries to show the 
shortest and most appropriate path of 
development restructured the whole con¬ 
cept of capital and capital formation. 
The worry of controlling the cycles was 
replaced by the worry about economic 
development. 

The meaning and importance of capi¬ 
tal and its formation were sought to be 
rediscovered in the context of an under¬ 
developed economy. It is felt that the 
earlier definitions arc narrow and attempts 
arc being made lo broaden the horizon 
of capital and capital formation. If 
the economic development of a country 
is lo be taken into consideration, * capi¬ 
tal will mean not only the additions of the 
reproducible tangible wealth or non-per¬ 
manent resources and ‘circulating capital* 
as defined by Hayck, but also intangible 
wealth. Investment in such intangible 
wealth takes the form of investment in 
human beings, i.c. investment in education, 
training, health and other welfare activi¬ 
ties. This increases the efficiency of 
working force of a country and thus raises 
its productive capacity. 

The change in the productive capacity 
of an economy can be measured by a 


downward shift in capital* output rata*- 
of the economy. Therefore, it has 
been suggested that any factor wftkk a 
brings about a fall in this ratio should 
also be considered while defining capital. 

Most of the underdeveloped countries 
such as India are predominantly agri¬ 
cultural. In these countries most of the 
capital is formed by lamily labour and in 
most cases non-monetary factors such as 
mutual cooperation among the farmers 
to help one another physically and in kind 
come inio operation. In this case, such 
income of the farmer should be taken tdL 
measure the extent of capital formation. 

To conclude, any definition of capital 
will include not only “produced means 
of production*’, and “aggregate of 
these non-permanent resources which 
can be used only in indirect manner to 
the permanent maintenance of income at 
a particular level'*. It should also 
include all those agents which increase 
the productive capacity of the economy. 
Thus, in addition to tangible wealth, it 
will also include intangible wealth. It will 
also include addition to working capital 
in the shape of the introduction of new 
crop varieties, new fertilizers, land 
improvements etc., because all these 
enhance the productive capacity of an 
economy. 
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WINDOW ON THE WORLD 


Have you a secret bank 

account in Switzerland? 


1 

How the Gnomes of Zurich Work 

Some years ago, when Britain’s finances 
were in one of their crises, foreign holders 
of sterling became understandably ner¬ 
vous and began switching into dollars, 
Deutsch marks and dull but respectable 
Swiss francs, the Labour minister George 
Brown sought to divert attention from 
where the true blame lay (namely m the 
British government’s persistent over- 
borrowing in order to over-spend and 
the trade unions preference for holidays 
laughably known as “industrial unrest”) 
by denouncing currency speculators whom 
he called “the gnomes of Zurich”. He 
thus magnified larger than life the old 
•myths about Swiss banking secrecy, 
anonymous accounts and alleged protec¬ 
tion of gangsters’ spoils. 

I therefore seize the opportunity to 
summarise a report in the latest issue of 
Prospects , the quarterly business news 
survey published by the Swiss Bank Cor¬ 
poration (Acschcnvorstadt, Basle), which 
reveals the secrets of Swiss banking 
secrecy. I trust that this report will 
enlighten banks and their customers in 
India on a widely misunderstood subject. 

Banking secrecy is not, says the Swiss 
Bank, some form of right giving the 
banker privileged status compared with 
an “ordinary” citizen. Nor does it 
procure immunity for the Swiss banker. 
What it amounts to is an obligation not 
to disclose knowledge which he acquires 
in the course of his business to unautho¬ 
rised third parties. 

ethical concept 

This obligation is based on the rights of 
the individual which correspond to the 
ethical concept of hupian dignity and 
constitute the foundation of the Swiss 
legal order. This, in turn, guarantees 
the individual free scope for his personal 
development, protecting the sphere of 
privacy on which no one may intrude 
unlaw/ully. Such a system is, of course. 


like any other, open to abuse by 
unscrupulous people. 

BANKING SECRECY IS NOT 
ABSOLUTE 

The obligstion to maintain secrecy 
does not exist whenever the law compels 
the banker to disclose information. The 
most obvious example arises from criminal 
proceedings. Here, the higher interest 
of the state’s right to prosecute an offender 
to protect society and the individual has 
priority. Likewise, in civil law, the in¬ 
terest of one party can take precedence 
over the banker’s general obligation to 
secrecy. Article 47 of the Federal Law 
on Banking, which makes the breach of 
banking secrecy a punishable offence, is 
subject to Federal and Cantonal legal 
provisions regarding the obligation to 
give evidence. 

Confidentiality in financial affairs arises 
from the position of trust occupied by-the 
mandatory and the personal interests of 
the mandator. It has long been incorpora¬ 
ted in the legal systems of the western 
* world and in Switzerland it was customary 
laW well before the Banking Law was 
passed. 

banking secrecy 

Historically, the term “banking sccrccy” 
makes its first appearance in the regula¬ 
tions of the Bank of Prussia in 1846. 
However, professional secrecy as the basis 
for a confidential relationship was an¬ 
chored in law much earlier and protected 
under the penal code. The statutes of 
the Koenigliche Giro und Lohn Banko 
Berlin of 1765 contain directives con¬ 
cerning discretion. In Italy, one of the 
oldest definitions of the obligation of 
employees to secrecy dates from the 16th 
century in the statutes of the Banco 
Ambrosiano in Milan. In France, Louis 
XIII issued a decree in 1638 stressing the 
importance of discretion among banks for 
the prosperity of trade. 

Under current law, banking secrecy in 
West Germany is part of the personal 
“sphere of privacy”, i.e* a personal right 


limited only by the duty to disclose infor¬ 
mation in penal and tax matters. 

In France, by the Bank Nationalisa¬ 
tion Act 2/12/45, only employees of the 
state controlled institutions are expressly 
bound to secrecy. In fact, however, the 
code of discretion is accepted through¬ 
out the French banking profession be¬ 
cause it is fundamental to all banking 
activity, except only in penal, civil, tax 
and# exchange control laws. British 
banks used to be bound by law to main¬ 
tain secrecy concerning their customers’ 
business. However, since the Finance Act 
of 1951 they have been required to dis¬ 
close on request information on tax 
matters, foreign exchange regulations or 
penal law. 

no specific provisions 

In the USA the National Bank Act 
contains no specific regulations about 
secrecy at the Federal level, but the 
banker’s obligation to maintain confiden¬ 
tiality is protected by legal provisions in 
the state laws. 

As part pjf the individual’s private 
domain, banking secrecy is one of an 
American’s fundamental rights—which, 
however, is increasingly menaced by the 
encroachments of the state, and not only 
in tax matters. In the application of the 
Bank Secrecy Act, 1972 which sought to 
impose limitations on secrecy vis-a-vis 
authorities, the San Francisco Federal 
Court did, however, adopt a judicious 
course in restricting the banks' obligation 
to disclose details of their customers’ 
affairs in international transactions only. 

Banking secrecy has nothing to do with 
morals. It is true that banking is indeed 
based on ethical concepts. De facte, 
however, it is a matter of applying the 
law as it stands. Consequently, the 
banker does not have to preoccupy hint- 
self with ethical considerations to any 
greater extent than lawyers or trustees 
who are called upon foexcrcisc adtninist- 
relive responsimlitiea and‘ ;t^st as a 
matter of course on 
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this pMi of banks as their own clients ex¬ 
pect of them. 

k 

n 

What Is a Bank Secret? 

“Although the legislator uses the term 
'secret', especially in penal law, he has 
given it no legal definition.'' Nowhere 
in Swiss law is there binding a definition 
of what constitutes a secret of any kind. 

This leaves wide scope in law books 
and legal debate for formulating the con¬ 
cept. One such definition is: “A 
secret is information, the subject of which 
is neither common knowledge nor inten¬ 
ded to be so.” This presupposes gene¬ 
rally that the number of persons “ini¬ 
tiated” be restricted, that third parties 
should not be informed, that the inten¬ 
tion to maintain the secret exists and that 
there should be an objective interest 
in so doing. 

• 

Sccrccy can take many forms. In the 
case of an official secret, there is in Switzer¬ 
land as, presumably in all other organised 
jifates, a public-law obligation not to 
disclose information acquired in exercis¬ 
ing a public function, although I must 
point out that this obligation has always 
been extremely laxly observed in the 
USA where it is far from uncommon 
for a frustrated Secretary of Stale or civil 
servant to leak to the ‘press* proposals 
or policies which he favours but which are 
opposed by the President or other senior 
officers in his department, and there seems 
to be a regrettable incipient tendency 
towards this in the UK among disgruntled 
followers of Harold Wilson or civil ser¬ 
vants. 

In the case of slate secrets, i.c. official 
information affecting the state itself, the 
duty to maintain confidentiality is similar 
to professional discretion which, like a 
manufacturing secret, bears a direct rela¬ 
tion to the activity of the parly privy to 
the secret. Like any business man, the 
banker must maintain sccrccy within the 
framework of the legal order. Profes¬ 
sional secrets relate to information and 
activities of the holder which might 
interest third parties. Industrial es¬ 
pionage* in which the employee of one 
firm sells a secret to a competing firm. 
Is said to be uncomfortably widespread f 
in the USA, and occasional cases crop 1 
up in the UK, France, West Germany 
and elsewhere. 

, Banking secrecy in Switzerland can be 
classed with the o:her forms of profes¬ 
sional etiquette as follows; 

"1. The banker is bound to secrecy 
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on all facts which come to his 
knowledge in the course of exercis¬ 
ing his profession, disclosing them 
to absolutely no one, unless with 
the approval of (he interested party 
or compelled by law. 

2. The obligation to confidentiality 
solely concerns relations with 
customers, who must have an 
interest in secrecy being main¬ 
tained. 

3. The intention of secrecy on the 
part of the customer is presumed: 
a visit to a bank to discuss a matter 
coming within its competence is 
ground for assuming that discre¬ 
tion is intended. 

4. The information must take the 
form of “confidences”, i.e. know¬ 
ledge acquired under the seal of 
secrecy and not generally known 
beforehand. 

5. The obligation to secrecy is not 
limited in time and remains even 
after the relationship with the 
customer has been ended. 

6. Banking secrecy should be dis¬ 
tinguished from discretion in 
matters of copyright or labour 
contracts, which are indeed rele¬ 
vant to the banker's activity, but 
in another context. 


Ill 

Banking Secrecy Not Absolute 

Banking secrecy can be lifted in penal* 
or civil proceedings by a court order 
or in other cases where legal rights to 
information exist, c.g. in actions involving 
family law, inheritance, bankruptcy or 
in public law as in the Federal Council 
decree of 30-4-75, whereby the Swiss 
Federal Council prohibited the import 
and storage of gold from South Vietnam 
and Cambodia, basing its action on an 
Article of the Constitution which entrusts 
the Council with safeguarding Switzer¬ 
land’s foreign relations. The same 
measure was enforced earlier when the 
Rhodesian conflict broke out. These 
decrees relieved Swiss banks of a delicate 
decision regarding the acceptance of 
fugitive gold. At the same time the 
decrees are instances where banking 
secrecy—protected in Art. 47 of banking 
4aw under penalty of prosecution—is 
expressly lified. Further breaches would 
be against the law, which means that a 
bank can only avoid being bound to sec¬ 
recy, in the case of fugitive capital for 
instance, by refusing to accept the busi¬ 


ness or by breaking off relations with the 
customer . The prudent banker will 
always adopt one of these two coursesT* 
confidence is after atl his stock-in-trade 
and in his own interest he cannot afford* 
to act as trustee for funds of doubtful 
origin. 

wide misconception 

At this stage, perhaps a brief word is 
indicated on the subject of the Swiss 
numbered accounts; although they in 
fact bear no direct relation to banking 
secrecy. Contrary to a widely held mis¬ 
conception, no special privileges are* 
attached to numbered accounts. Nor 
can they be opened anonymously--the 
banker must know the identity of his 
customer. The only difference from 
on ordinary account is that the identity 
of the holder of a numbered account is 
known only to a restricted circle of 
employees of the bank. Numbered ac¬ 
counts exist in various countries; but 
only is Switzerland have they become 
notorious. The obligation to main¬ 
tain secrecy may also be suspended by 
the customer. If the banker has been 
authorised by a customer to divulge in¬ 
formation, he can no longer invoke bank¬ 
ing secrecy, unless, in the circumstances, 
he judges there to have been a “material 
mistake” as stipulated in Art. 23 of the 
Swiss Federal Code of Obligations. Iq 
such a contingency, the banker must 
refuse to impart the information despite 
the customer's consent. 

Banking sccrccy has a particularly 
important role in fiscal and penal law. 
The Swiss tax system is based on self-de¬ 
claration. The taxpayer has to submit lus 
documented tax returns to the authorities. 
The s:ate only intervenes if the taxpayer 
docs no: do this or if it is suspected that 
his declaration is inexact. In the process 
of assessing tax liability, the Swiss authori¬ 
ties respect banking secrecy and do not 
request information directly from the 
banket. They can. however, approach 
the taxpayer himself who has to decide 
whai attestations the bank should fur¬ 
nish. When it comes to submitting its 
own tax declaration, for which the bank 
obviously cannot invoke banking secrecy, 
there arc provisions in the tax laws pre¬ 
venting the authorities from obtaining 
incidental information about the bank’s 
customers. 

In penal law, on the other hand, banking 
sccrccy is only guaranteed in full—i.e. 
for all offences—in the case of the Federal 
Defence Tax, For all other Federal 
taxes (stamp duty, withholding tax 
and turnover tax) as well as custom 
duties, there is an obligation to disclose 
information. This is generally ateo 
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the ca’e in Cantonal tax laws for offences 
, tyvosecuted under penal provisions. 

IV 

Do Swiss Banks Protect 
Gangsters ? 

The administration of justice derives 
power from the sovereignty of the stale. As 
it does not extend beyond national areas 
of jurisdiction it must be supplemented by 
multilateral conventions or reciprocal 
arrangements enabling international judi¬ 
cial inquiries to be conducted in civil and 
criminal actions and judgements to be 
executed in civil places. 

Mutual aid in penal nutters is parti¬ 
cularly interesting since Switzerland is 
constantly accused in the USA of protect¬ 
ing international criminals for the sake 
of banking profits. Mutual legal aid, 
which according to the Swiss Constitu¬ 
tion, comes within the competence of 
the confederation, is not regulated by 
any Federal Act. Switzerland was a 
signatory to the treaty among members 
of the Council of Europe in 1959 pro¬ 
viding reciprocal aid in criminal cases 
and concluded extradition treaties with 
several countries. 

So far, however, there has been no 
corresponding internal follow-up legisla¬ 
tion, so that cases have to be referred 
to Cantonal law. Note, however, that 
reciprocal legal aid must not exceed the 
scope of the law on extradition. This 
means that it cannot be granted in the 


case of political, military, fiscal or foreign 
exchange contravention. If tax or 
exchange control infringements coincide 
with common law offences, there must 
be u guarantee that the evidence collected 
is not used for proceedings which do not 
come within the scope of legal aid 
(principle of specifically). 

Legal aid may also be declined for rea¬ 
sons of “public order”. Coercive mea¬ 
sures may only be taken by the prosecut¬ 
ing authorities on the basis of bilateral 
treaties and providing that the offence is 
punishable in both states (principle of 
reciprocity). Coercive measures must be 
within the bounds of national law. 

In Swiss/American relations, differing 
legal concepts complicate mutual aid. 
In Switzerland, e.g., only a lax evasion 
by actual falsification is punished as tax 
fraud, i.e. a common law of thefi. In 
the USA any form of tax evasion is a 
criminal offence. 

Another factor in Swiss/Amcrican 
relations is that in organised crime, US 
gangsters can of cn fcc arrested only for 
tax infringmenls and no: for their real 
criminal activities. The US authorities 
consequently attach particular importance 
to prosecuring tax offenders. A new 
reciprocal aid agreement with the USA of 
May 25,1973 is in process of ratification 
and should help to remedy this unsatis¬ 
factory state of affairs. 

This legal aid agreement will, in fact, 
break new ground. Banking secrecy, the 
principle of specificity and the principle 


of culpability * in both countries as * 
condition for coercive measures *re indeed 
guaranteed: political, military and,tax 
offences are excluded. However, the 
agreement foresees new and more com¬ 
prehensive mutual aid. It v&il extend 
to political and tax offences and can thus 
breach banking secrecy providing that the 
offences involved are connected with or¬ 
ganised crime. 

The new mutual aid treaty demons¬ 
trates that respect for the rights of the 
individual is subject to limitations which 
are inevitable if abuses and crimes 
arc lo be effectively combatted. It would, 
however, be wrong to conclude that, as 
a result of the new agreement, more 
information will be accessible to foreign 
than to Swiss authorities. In penal 
masters, banking secrecy is already limited 
within Switzerland. To this the treaty 
adds nothing. On the other hand, in 
the interests of protecting privacy and 
Switzerland’s general economic status, 
t he Swiss Bank Corporation takes the view 
that a halt must be called to any further 
erosions which may be unnecessary or 
even damaging. 

The definition and application of bank¬ 
ing secrecy have grown more complex. 
The call for “transparency” can at times 
intrude too heedlessly on the privacy that 
society and the individual citizen need to 
organise and conduct their legitimate 
affairs. Bounds must be set to public 
and private curiosity, if man is lo be 
allowed to preserve his individuality and 
integrity. 


Europe’s problems for 1976 E. B. Brook 


Hapi*y ncw year is a “pleasant wish 
and within a few weeks Europe will be 
resounding with it. But few in this con¬ 
tinent will give the greeting with much 
confidence. There are areas of hope¬ 
fulness, even areas of well-organized good 
luck—as in Norway -but the gcncrla 
outlook is undeniably gloomy. 

There are approaching six million 
workers unemployed in wesfern Europe: 
unlucky Italy leads with about 1J million 
‘ with Britain not so far behind with nearly 
1,200,000 . The average level of work- 
Icssness in West Germany for 1976 is 
estima f ed at one million and France 
approaches very close lo the million-mark. 
Belgium and Holland both have sub¬ 
stantial unemployment; the only areas 
in the west without a serious workless 
problem at the moment are, in the centre, 
Switzerland and Austria, and, in the north, 
Norway. Of these Austria is running 
an. unhealthy amount of short-time 
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working and extended holidays, a device 
for years used in cast Europe where 
severe unde employment is enc?emie. 

Expressed in percentage of the 
national work fortes the Irish Republic 
lias the worst problem with 12.2 per cent 
of its workers out of job. Denmark 
comes second wilh 11.9 per cent workless 
and Belgium third with 6.2 per cent. 
I'aly, with the highest figure of un¬ 
employed comes fourth in Europe with 
a percentage of 5.7 ofits work-force un¬ 
productive. Compared with west Europe 
the USA is nearly as badly hit as Ireland 
and Denmark with 9.1 per cent work¬ 
less and Canada with 7.1 per cent. 
Figures are always relative; the strong 
economy of Belgium can take its word¬ 
lessness more easily in its stride than the 
weak economy of Ireland and Italy, with 
its more frugal living, is more resilient 
than France or W, Germany with their 
higher standards of domestic living. 


It would be pleasant especially at this 
time, to be able to say that better days 
were on the horizon. Unfortunately 
the ECE (the UN’s Economic Commis¬ 
sion for Europe) has just reported that 
an upswing in the economy is not yet in 
sight for most west European countries. 
Nor is there a hopeful outlook for their 
foreign trade. The more optimistic 
hope for better days in the second half 
of the rew years but there is little to 
justify their cheerfulness. Compared 
with their imports in 1974 west European 
countries are likely to be 10 per cent 
down next year. 

The overall decrease in the QNP 
of west Europe's industrial countries 
is expected to be about 2.5 per 
cent. If these expectations prove to 
be correct 197$ will the second year in 
succession that the fully industrialized 
countries' imports have declined. De¬ 
cline in industrial productivity has also 
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fatten steady. tietwetn mid-1974 and 
mid-1975 west Europe produced tO per 
cttfit less. In the second half of last year 
the decline narrowed to four percent and 
in w first half of this year is was 4.5 
per cent jess than in the first half of 1974. 

The one area in which there has been 
corisidetabfe improvement for west 
Europe has been its trade and economic 
cooperation with east Europe. During 
1974 exchange of goods in both directions 
improved by between 42 per cent and 44 
per cent. West Europe's sales to the 
eastern half expanded even more sharply 
in the early months of this year but the 
west’s purchases from the socialist count¬ 
ries fell off steeply as a result of the western 
recession. 

This decline in west Europe's buying 
has alarmed east Europe which is 
set to make a major sales effort west¬ 
wards in 1976—■a leader in this effort will 
be Hungary which has been staging trade 
exhibitions in its nearer, western neigh¬ 
bours with valuable currencies—West 
Germany and Austria, and an effort is 
being made to persuade Austria to agree 
to a customs-frce exchange in trade. 
'The Hungarian National Bank Ls devoting 
45 billion forints as credits for commerce 
west-wards in the next plan period. 1976- 
80. 

economic basket 

The initiative appears to come mostly 
from the eastern side. There is dis¬ 
satisfaction with west European 
cooperation in commerce. Comecon 
member countries have accused the 
Common Market of failing to respect the 
“economic basket” agreed on during 
the Helsinki talks last, autumn. 


members, and particularly Britain and 
West Germany, will be trying at a 
Market “summit” in Rome to streng¬ 
then members’ financial control of the 
Market's almost farcical budgetary 
system and to get better value for their 
money. The Markets’ budget is no more 
than a compound of the costs of its various 
ministerial councils’ policies, worked out 
with almost no coordination. The result¬ 
ing immense sum is then more or less 
butchered by the Nine’s finance ministries 
and the resultant remnant of an un¬ 
coordinated planning effort is sent to the 
European parliament in Strasbourg for 
approval. This is the point the Market’s 
budget for 1976 has now reached. The 
European parliament, highly critical of 
the fragment it had to consider, restored 
most of the cuts and sent it back to the 
Market Council, due to meet imme¬ 
diacy after the “summit” in Rome. 

a scrappy way 

'Even on cursory description this is 
obviou ly a scrappy way to draw up and 
handle the budget of the institution 
which very largely runs the smaller but 
more prosperous half of Europe. Both 
the British and the W. Germans want far 
more power for the Market’s Nine finance 
ministers acting in concert and the 
establishment of a “Finance Commissar” 
to be finally responsible to the Council for 
finance and budgetary matters. The Bri¬ 
tish go farther with demands fot account¬ 
ing officers in every spending department 
of the Market and a public accounts 
committee in the European parliament. 
Whether these reforms would make the 
Common Market less expensive and even 
more coordinated remains to be assessed. 

i 


The common agricultural policy mops 
up about three-quarters of all expenditvw* 
and any more common policies, with 
more and more staff, will mean increasing # 
inflation of the Community budget. Bri¬ 
tain, with its economic crisis, and West 
Germany, with a Socialist majority 
government facing a general election nett 
year, will both want to appear as economi¬ 
cal as possible in dealing with the Market 
but they will need care that, in setting up 
r mdre controls, they do not merely increase 
spending. 

greatest problem 

The last, but one of the greatest , pro¬ 
blems west Europe faces in 1976 is that 
of oil prices. There is no certainty that 
OPEC may no: raise oil prices again in 
July. The approaching great conference in 
Paris between the industrial, the oil and 
the industrially developing states may 
make a considerable difference to the 
overall background of which economist 
have to work. 

The industrialised world needs to 
realize the difference bet wen a severe 
below-—such as the result of the sharp 
increase in oil crude prices in the last two 
years—and long-run impact. The former 
was a considerable shake-up: the long- 
run impact will probably not be 
considerable. It will probably, ones 
the current recession slackens, not prevent 
a healthy rate of economic expansion or 
continued slow growthin living standards. 
These points should be borne in mind 
by the industrialised states in their dis¬ 
cussions with the. possibly temporarily, 
oil rich and, even more, with those whose 
prospects are far slimmer. 


The Comecon countries, accuse the 
Market of continuing a aiscrimipflfory 
attitude towards Comecon members and 
failing to promote better east-west trade 
relations. Comecon members resent the 
refusal of the Market’s nine member 
governments to regard Comcon as a true 
international counterpart to the Market 
in trade and the Market’s invitation to 
Comecon members to negotiate new 
agreements replacing the earlier bilateral 
deals between Market countries and 
Comecon member which expired at the 
end of 1974 has not been taken up. West 
Europe in the Common Market wants to 
nego:ia f e not with Comecon as an or¬ 
ganisation but with its members indivi¬ 
dually* With this attitude neither 
Comecon nor its member states have 
anything to do. The east’s trade drive 
beginning next year wilt have some 
formidable obstacles to overcome but west 
Eurtolte’s markets are urgently important 
to the socialist bloc. , 

In the west the Common Market 
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Of late there has been a tendency in Soviet 
Government circles to emphasize very much the 
need for the increase in oil output. Its impor¬ 
tance for Soviet industry, agriculture, motor 
transport, military and civil aviation and Red 
Army tanks’ has been rather too sharply under¬ 
lined. To that end, steps have been taken to 
increase internal oil production. The installa¬ 
tion of the Grozny oil fields in the Caucasus have 
had their equipment returned and remounted. The 
oil area between the Volga and the Urals, the 
Second Baku has been further developed and 
highly productive oil deposits have been trapped 
•in Central Asia, It is reported that her oil output 
last year was 58 million barrels more than the 1939 
output. That, however, is only part of the 
story. Another and one that has caused great 
heart-burning in Anglo-American oil circles is the 
Soviet desire to claim a lien on the world’s resour¬ 
ces. She had sought recently to conclude treaties 
with her neighbour countries and ah important 
feature of these treaties is the Russian intention to 


acquire oil wells in those areas, or right to exploit 
oil resources and control oil companies. And 
these treaties have already put practically all the 
natural oil resources of Europe under Soviet 
control, if not actually in her hands. Typical of 
these treaties is the agreement concluded with 
Rumania which provides for the participation of 
Russian capital and technical assistance in the 
intensification of Rumanian economic activity. 
This penetration happens to be taking place in a 
sphere in which Britain and the United States so 
far held the dominant share. That is one of the 
sore spots in Big Three relationships and one at 
least of the factors in the Persian rebellion. The 
talk about Persia being ruled by a landlord 
clique who treat their tenants as serfs is true. But 
it is not the whole truth. Azerbaijan had fallen 
and it is on this region that Russia cast her cove¬ 
tous glances recently. As against this here have 
been occasion , in Greece for instance, when pro¬ 
gressive forces have looked in vain to the Soviet 
Union for support. 
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Press Ordinances 

jTHB President promulgated 
three ordinances regarding 
the press on December 8, 
1975. One ordinance provides 
for the repeal of the Parlia¬ 
mentary Proceedings (Pro¬ 
tection of Publication) Act 
1956 and comes into force 
with immediate effect. The 
second ordinance provides 
for the repeal of the Press 
Council Act 1965. This 
comes into force on the 
appointed date. On that 
date the Press Council Act 
1965 shall stand repealed and 
the Press Council shall stand 
dissolved. The third ordinance 
is called the Prevention of 
publication of Objectionable 
Matters Ordinance 1975. This 
comes into force with imme¬ 
diate effect. 

This ordinance empowers 
the central government to 
prohibit or prevent the 
publication of objectionable 
matter which have been de¬ 
fined in the ordinance. It 
also provides for the forfeiture 
of publications in contraven¬ 
tion of such order. It pro¬ 
vides for opportunity of 
representation and appeal by the 
aggrieved party to the central 
government and the High 
Court. The details of the 
ordinances appear in Records 
and Statistics section of this 
issue. 

Excise Relief for Mini 
Steel Plants 

As a measure of relief to 
the mini steel mills, the minis¬ 
try of Finance has decided 
that the current rate of excise 
duty of Rs 200 per 
tonne of ingots produced by 
the mini steel plants would 
be reduced with immediate 
effect to Rs 50 per tonne. It 
is hoped that with this relief 
many of the mini steel plants 


which are closed or which are 
threatened with closure would 
be able to restart or continue 
to remain in production. 

The government has been 
examining the problems faced 
by the mini steel plants which 
have led to the closure of a 
number of units. The Finance 
minister and the minister for 
Steel and Mines recently dis¬ 
cussed the basic problems faced 
by them and measures that 
should be taken to place them 
on a sound footing in the 
long term and immediate re¬ 
lief that could be given to them 
so that they could better 
withstand the presently adverse 
market situation faced by 
them. 

Low Value 

Most of the production of 
the Electric Arc Furnaces 
is of mild steel items parti¬ 
cularly bars and rods which are 
comparatively of low value. 
The cost k of production of 
mini steel . plants in these 
categories is much higher than 
that of the integrated steel 
plants. Government, there¬ 
fore, consider that the mini 
steel plants can become viable 
only if t hey di versify and switch 
over to the production of alloy 
and special steels, many of 
which are in short supply. Such 
alloy and special steels also 
have much higher added value 
than the mild steel products. 

Government recognise that 
the mini steel plants will need 
assistance of different types 
in order to diversity their 
production and take up the 
more difficult items of alloy 
and special steels. It is, how¬ 
ever, necessary to first examine 
and identify the problems 
faced by eacn of the mini steel 
plants and remedies to be 
applied to make them viable 


units. This involves a study 
oft heir technical inadequacies, 
the need for balancing plant 
and equipment, identification 
of the types and quantities 
of special and alloy steels 
which are in short supply or 
in respect of which the pros¬ 
pects of growth in demand are 
bright and the financial impli¬ 
cations of strengthening the 
marketing and technical capa¬ 
bilities of each of the mini, 
steel plants. 

In Depth Study 

Government, have, there¬ 
fore, decided to commission 
two leading consultancy or¬ 
ganisations to undertake an 
in-depth study of the units. 
The existing number of mini 
steel plants will be divided 
between the two organisations 
for such a study and they will 
be requested to submit their 
findings to government within 
a period of about four months. 
On receipt of their findings 
government will decide the 
types of assistance that could 
be rendered by government to 
improve their viability. 

Government, however, reco¬ 
gnise that the examination 
in-depth and decisions on the 
findings of the technical and 
marketing studies will take 
some time. In the meanwhile 
it is recognised that the units 
arc in serious financial strain 
and consequently the excise 
relief has been affered. 

TV Goes Commercial 

It has been dcciced to intro¬ 
duce commercial service in 
the TV with effect from Janu¬ 
ary 1, 1976. For the time 
being, only sponsored pro¬ 
grammes will be introduced. 
These sponsored programmes 
will carry advertising caption 
announcements at the beginn¬ 
ing and at the end of the pro¬ 
grammes. The advertising 
captions will have a limited 
exposure of 10 seconds in the 
beginning and at the end of 
the programmes. The Code 
for commercials on the Radio 
has been suitably revised to 
conform it to the needs and the 
potentialities of the medium 
of Television. 

The rate structure as 


also the Code which will 
guide the acceptance of 
advertisements will be avail¬ 
able from the Officer-on-S{*4 
cial Duty (Sales), Commercial 
TV, Bombay- The advertisers 
will have a wide variety of 
programmes to sponsor. The 
basic structure of the pro* 
grammes and their format or 
the approach of TV system 
to educate and inform people 
will remain unchanged. In 
fact, programmes with social 
welfare contents by the 
sponsors of programmes will 
be preferered. 

Water Resources 
Management 

Prime Minister, Mrs Indira 
Gandhi, recently called for a 
joint international endeavour 
to eijsure heller management 
of water resources for human 
survival and progress. Mrs 
Gandhi, who was inaugurating 
the Second World Congress 
on Water Resources, under¬ 
scored the uneven rates of 
consumption and geographical 
distribution of water resources 
which were not Unlimited. 
“The challenge of the coming 
decades,'* she said, “is to 
take a global view, to cast aside 
all narrowness in thinking 
and action to search and dis¬ 
cover, to pool knowledge and 
experience, and putting it to 
best use wherever it may be 
needed most.” 

The prime minister adoped 
that there was enough 
for all if we had the desire 
and the will to share. 
What was needed was a deter¬ 
mined and persistent effort 
for the evolution of an inter¬ 
nal design of co-operative 
endeavour. She commended 
to the world community the 
example India had set by the 
Indus Waters Treaty with 
Pakistan in 1960, the coopera¬ 
tion with Nepal on develop¬ 
ment of some river valleys and 
the constitution with Baitgla* 
desh of a joint rivers commis¬ 
sion for co-ordinated deve¬ 
lopment of rivers for mutual 
interest. 

Dr Vcn Te Chow, President 
of the International Water 
Resources Association, under 
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whose auspices the Con- agreed that compensation in 
grass was held, stated that cash would be paid in respect 
the development of water of only verifiable claims such 
resources had played a major as bank accounts, company 
role in India's long history and corporate assets. The Ex- 
as 4 great civilisation. He ternal Affairs ministry is now 
observed that the quantitative in touch with the Association 
measurements of rainfall in of Overseas Indians to inform 
India were conducted as early the persons concerned of 
as: 2306 years ago and the the Uganda government’s deci- 
“water supply and drainage sjonto give cash compensation, 
systems in the Indus and The Indian delegation had gone 
Ganga Valleys had provided to Kampala following president 
the basis for successful social Idi Amin’s letter to^prime 
construction since time imme- minister Indira Gandhi stating 
mortal.” his intention regaring compen¬ 

sation. 

Electronics Commission 

Association of 

The Electronics Commit- Consulting Engineers 
sion has been reconstituted. 

The commission, established Recognising the important 
in 1971. with Prof M.G.K.. ro i e that consultancy firms 
Menon and finance secretaries have to play in the development 
as permanent members, was of the country as a whole, a 
the advisory body for elec- Committee set up by I he Plann- 
tronics industry in the country. j ng Commission in 1970, had 
The other members arc appoin- suggested that ar. All India 
ted for a period of two years. Body of Consulting Engineers 
The commission was to have should be set up to enable the 
been reconsiltuted in June healthy growth of the con- 
last. The reconstituted com- sultancy profession in the 
mission has Prof Menon as country. Subsequently, the 
chairman, finance secretary, Planning Commission consti- 
Mr A.S. Rao, Mr. C.R. tuted an Expert Panel to 
Subramaniam of Bharat Elec- wor k out the details of the 
ironies and Lt-Gcn Grewal proposed Association of Con- 
of the Coal Mines Authority su |tj n g Engineers, 
as members. For the first 


elected as the first Honorary ing the secretarial services to 
Treasurer. IACE. 

The Indian Association of Workshop on Engine- 
Consulting Engineers has been export* . 

established with the objectives Keeping in view the crucial 
of promoting the interest and role that engineering exports 
status of the profession of will have to play in India’s 
consulting engineers; framing export efforts in the near 
and maintaining a code of future, the Association of 
professional ethics; formulat- Indian Engineering Industry 
ing guidelines for conditions organised a Workshop on 
of engagement of consulting Engineering Exports at Bombay 
engineers; promoting co- recently where Mr Mantosh 
operation and understanding Sondhi, Secretary, Department 
among consulting engineers; of Heavy Industry was th? 
cooperation with public bodies chief guest and Mr. S.G. Bose 
and other organisations cn- Mullick. Secretary, ministry of 
gaged in similar aclivi- Commerce and a number of 
ties. other government officials 

participated. The subjects 

The Association will endea- covered in the discussion 
vour to maintain through its included export of consul- 
members a high standard of lancy services, project exports ; 
professional service to Indian joint ventures; export of con¬ 
tend overseas projects, and will struction services; manufactur- 
also act as a clearing house ing capacity for exports; and 
and information centre for export opportunities and 
members of the Association and strategy; supply of raw mate- 
will provide cooperative scr- rials; export against IDA cre¬ 
vices for their common benefit. dit; shipping; marketing high 
The Indian Association of volume components; export 
Consulting Engineers will finance and RBI procedures; 
have its Registered Office in export incentives; and export 
the premises of the Associa- pricing. ' 

tion of Indian Engineering 

Industry which will be provid- AIEI considers that engi- 


time the Cabinet secretary will 
not be on the commission. 

Compensation Jor 
Uganda Repatriate* * 

India and Uganda have con¬ 
cluded an agreement under 
which Uganda will pay cash 
compensation to Indian na¬ 
tionals whose properties and 
assets were attached after they 
were expelled from that coun¬ 
try in August, 1972. The 
agreement has been approved 
by both governments. Uganda 
had expelled 60,000 people 
of Asian origin in August 
1972 after the “economic war” 
and about 7,000 Indian 
pastport holders had returned 
to Itodta. According to the 
agreement which was reached 
during the visit of Indian 
detection to Kampala led by 
Mr Jagatt Mehta, additional 
secretary in the External Affairs, 
ministry, compensation claim 
applications of 1,636 persons 
were scrutinised. It was 


A Expert panel consti¬ 
tuted by Planing Commision 
submitted its report to go¬ 
vernment early this year and 
the Indian Association of 
Consulting Engineers has 
formally conic into being with 
Mr R.V. Raman, Secretary, 
Department of Industrial Deve¬ 
lopment, government of India, 
as the first President of the 
Association and heads of 
fourteen leading consulting 
firms as the members of the 
first Governing Council. 

Elected Members 

At a meeting of the Govern¬ 
ing Council held in New 
Delhi on December 10, 1975, 
Mr M.M. Suri of M.M. Suri 
and Associates and Mr D.S. 
MuilaofD.S. Multa and. Co 
were elected as Vice-presidents 
of the Association. Dr T.K. 
Roy of Chemical and Metal¬ 
lurgical Design Co Ltd is 
the first Honorary Secretary, 
while Dr H.K. Pargal of 
Engineers India Lid has been 
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I DEFENCE offers 
I GOLDEN OPPORTUNITY 


| TO Industrialists & Entrepreneurs ? 

$ THROUGH Indigenous supply of thousands of ? 

| Defence items displayed at Ordnance Sample ? 

f Room at Alipore, CALCUTTA-27 | 

1 (Tele. No. 45-7059) f 

| Full information available | 

| at Sample Room | 

| HELP YOURSELF f 

| SAVE FOREIGN EXCHANGE i 

I PROMOTE SELF-RELIANCE | 
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At work: 

Gajanan Nagvenkar watching cunencf 
fluctuations over five time zones 
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Grindlays’ Trader’s 
Desk 



Task: 

Obtaining the best 
foreign exchange rates 
for Crindlays’customers 
and the country. 



Who it Gejenan N ag von k a rV 

A Trader at Grindlays. 
Nagvenkar trades in foreign 
currencies—buying and selling 
them profitably for customers 
and the Sank. And to do this 
•ha must watch fluctuations in 
14 curtolrcy ratesclosely, 
operate over 5 time zones, 
analyse trends, estimate how 
the international money market 
will move next...in the next 
few minutes. Competing 
against others in a continuously 
changing market. Nagvenkar'a 
job into get the beet 
advantage for the customer 
and the Bank. And thereby for 
India. Since every profitable 
transaction means many 
men dollars or pounds gained 
or sand for the cauotry. 


Who olsa works for 
Grindlays? 

Many other professionals like 
Gajanan Nagvenkar. Working in 
different areas. 

Teachers teaching modern 
banking techniques and allied 
subjects to Grindlays staff so 
that they function better, and 
improve their skill and 
efficiency. Personnel men 
working to put the right man 
on the right job so that the job 
gets done better. Corporate 
Planners, coordinating the 
plans of all functions, 
monitoring their progress, 
helping to achieve the social 
and economic goals that the 
Bank has set for itself. 
Management Consultants 
assisting existing and new 
enterprises with their know¬ 
how and experience. Helping 
industry produce at optimum 
cost and encouraging 
profitable growth. 



There are many others. 
Professionals at work. In 
Grindlays professionalism is a 
creed. And this is seen in all 
Grindlays work. Whether in the 
traditional role of commercial 
banking or in newer ones like 
Management Consultancy and 
Merchant Banking. It is banks 
like Grindlays who have 
enlarged the conventional role 
of banks in India, extending it 
to cover wider areas of 
industry and finance. 




GRINDLAYS 
—Professionals in banking 



ASp/Bonpa 
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fleering exports wifi be the 
front runner in Indian 
experts in the near future. 
With a target of Rs 400 crores 
fpr 1975-76 and Rs 800 crorcs 
for 1978-79, its potential and 
possibilities arc clear. ATEI 
is confident that Indian 
engineering industry can even 
touch a figure of Rs 1000 crorcs 
of exports with a well-defined 
blue-print for exports. The 
increase in the import bill 
of the country on account 
of oil and the growing pressure 
ovt the nation’s foreign ex¬ 
change reserves make it im¬ 
perative for the engineering 
industry to make a much 
greater effort on the export 
front. 

Increased Exports 

In the recent months, govern¬ 
ment have taken a number of 
decisions which would lead to 
stepping up of export of 
engineering goods and services. 
These measures include pro¬ 
tection to registered export 
contracts for a period of three 
years in the case of capital 
goods exports and for the 
enlire duration in the case 
of turnkey contracts; con¬ 
cessional rate of preships- 
ment credit at 11.5 per cent 
for a period of 180 days follo¬ 
wed by a little higher conces¬ 
sional rate of 13.5 per cent 
for a further 90 days; and 
facility for spot booking of 
zinc and copper at inter¬ 
national prices through 
MMTC. 

The modalities of 
providing duty-waiver on 
imported raw materials 
against advance import 
licences are being finalised. 
Similarly a scheme for 
payment of duty drawback 
through nationalised banks is 
under finalisation. In fact, the 
whole endeavour, of govern¬ 
ment is to put engineering 
industry on par with inter¬ 
national competitors in foreign 
markets. 

Industrial Security 

There has been stupendous 
growth of industry in the coun¬ 
try during the years since 
Independence. The public 
sector, in particular, has been 
rapid and enormous expan¬ 
sion. This has boosted 
our defence and economic 


potential. In view of the 
importance of ensuring in¬ 
dustrial security, the govern¬ 
ment has strengthened the secu¬ 
rity set-up by upgrading the 
post of the Industrial Security 
Adviser to the government of 
India to the rank of Inspector 
General of Police. Mr M.C. 
Sharma has taken over charge 
of this post. Mr Sharma 
belongs to the Uttar Pradesh 
cadre of the Indian Police 
Service. He has looked after 
the industrial security as Advi¬ 
ser in the ministry of Industry 
and Civil Supplies for the last 
six years. 

A Contingency Plan has 
been prepared for ensuring 
security in all the industrial 
establishments of the public 
sector undertakings as well as 
those of nearly 500 big private 
sector factories which aie con¬ 
sidered to be important 
from the point of view of the 
country’s defence or are other¬ 
wise vital to the national 
economy. The Industrial 
Security Wing has been taking 
steps to make its functions 
production-oriented. It has 
achieved signal success in this 
direction by helping to main¬ 
tain indust rial production 


in the country at a high 
level. 

Central Assistance for 
Irrigation 

An additional Plan assistance 
of Rs 10.40 crores has been 
approved by the central govern¬ 
ment for irrigation projects 
in Andhra Pradesh, Kerala 
and Maharashtra. This brings 
the total additional advance 
plan assistance for irrigation 
projects in the current year 
to nearly Rs 57 crores. The 
extra sssistance is intended 
to accelerate the execution 
of various projects as part of 
the programme to create an 
irrigation potential of five 
million hectares under the 20- 
Point Economic Programme. 
Out of the freshly sanctioned 
Rs 10.40 crorcs, Andhra will 
receive an additionl assis¬ 
tance of Rs 3.50 crorcs for 
Nagarjunasagar and Rs 1.50 
crores for Pochampad. Roth 
the projects are expected to 
yield extra irrigation potential 
of 15,000 hectares. Bhima and 
Kukadi projects in Maha¬ 
rashtra will receive additional 
assistance of Rs 2.50 crores 
end Rs 80 lakhs respectively. 
For the Kukadi project, Rs 20 


laths had already been «ane- 
tioned, bringing the total**#*; 
amoum to Rs l erd*%. .mwr' 
valley, Pemba and Kutnadi 
projects in Kerala will get 
extra assistance of to## 
crores each, which will hetpto 
irrigate an additional 4,000 
hectares. The release 
special assistance of Rs 10.40 
crores is subject to the condi¬ 
tion that the state governments 
will take positive decisions in 
the current financial year for 
revision of water rates. They 
have also been advised to draw 
up suitable works programmes 
for each project to achieve 
the physical targets. 

Delegation from 
Kuweit 

An eight-man delegation 
headed by the Kuwait minister 
for Oil, Mr Abdul Muttaleh 
A. AI-Kazami arrived in 
New Delhi recently. During 
its stay, the delegation 
had talks with the prime 
minister. Finance minister, 
Mr C. Subramanian and the 
External Affairs ministei, Mr 
Y.B. Chavan. The delegation 
is expected to have two rounds 
of discussions with the union 
minister for Pcti oleum and 



Yesterday • To-day • Always 

The splendid fleet of India Steamship Co. 
is holding high Indis's name in different 
ports of the World for speed and efficiency. 

INDIA STEAMSHIP CO.. LTD 

**IUPIA STEAMSHIP HOUSE”, If, 010 COURT HOUSE ST., CALCUTTA*I. 


Services: 

MOM—U. K. * TMICONTfNtNT 
MMA/SAMSUtOWH 
MOM—BLACK MA A 
e. M.DITMRANIAM POBTS. 
INDM—POLAND ANOINDIAN COAST 
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Chemicals, Mr K.D. 
MatojiP* A great significane 
is being attached to the. visit 
of this delegation since Kuwait 
has been the traditional supp¬ 
lier of petroleum products to 
this country. 

India has offered consultancy 
services to Kuwrit in the fields 
of oil refinin*, pet re-chemicals 
and fertilisers, Tnis proposal 
was formally made by the 
chairman of the Engineers 
India Limited, to the Kuwait 
Oil minister, Mr Abdel 
Muttaleb al-Kazcmi. EIL, 
also offered to develop skills . 
of Kuwait personnel in these 
areas so that they could be on 
their own maintenance of 
plants and in other connected 
areas. The visiting minister 
showed keen interest in EIL’s 
offer of placing engineering 
competence at the disposal of 
other countries and said that 
Kuwait would be prepared to 
consider proposals in this 
respect. 

• 

Trade Agreement 
with Romania 

A ministerial-level dialogue 
to finalise the new Trade and 
Payments Agreement between 
India and Romania was held 
here recently with the 
arrival of the Romanian 
minister ot Foreign Trade, 
Mr. Nicolae. The Indian 
delegation was* led by 
Prof D.P. Chattopadhyaya, 
union Commerce minister. 
The present five-year Trade 
and Payments Agreement bet¬ 
ween India and Romania 
expires on December 31, 1975. 
The new agreement will be valid 
for the period 1976-80. The 
annual Trade Protocol for 
1976 is also being finalised. 

The two delegations at the 
official level talks were led 
by Mr Stefan Voinov, Direc¬ 
tor in the Romanian ministry 
of Foreign Trade and Mr 
Prem Kumar, Joint Secretary 
in the ministry of Commerce. 
Trade between India and 
Romania have been growing 
consistently over the last 
few years. Romania is an 
important supplier of fertiliser 
end oil drilling equipment to 
India and also played a major 


role in developing oil 
refineries. Next to Japan, 
Romania is one of the major 
importers of India's iron 
ore. India's other exports to 
Romain include traditional 
commodities like textiles, jute 
goods, oilcakes and some of 
the non-traditional items like 
machine tools. 

Man-mid* Taxtiles Fair 
in Bombay 

The Silk and Rayon Textiles 
Export Promotion Council 
will be organising the first ever 
Man-made Textiles Exhibi- 
tion-cum-Trade Fair in March 
1976. The Fair—MMTF 76, 
will be held at the Taj Mahal 
Hotel, Bombay from 11 to 13 
March 1976. On display will 
be a wide range of fabrics, 
hosiery and knitwear items, 
readymade garments, made- 
ups, embroideries, etc. made 
from Rayon and Synthetic 
fibres. Leading manufacturers 
and exporters of man-made 
textiles will participate and 
display their textiles at the 
Fair in addition there will be 
a fashion show and a buyer- 
seller conference and other 
functions. The Fair will pio- 
vide an opportunity to Indian 
exporters and buyers to 
establish business contacts 
to their mutual advantage. It 
will also help in developing a 
better understanding of the 
overseas requirements of 
fabrics. The main aim of 
MMTF 76 is to boost Indian 
exports of Rayon and Synthe¬ 
tic Fabrics, Hosiery and 
Knitwear, Readymade Gar¬ 
ments, etc and the Council 
intends to make this Fair an 
Annual event. 

Woollens for 
Soviet Union 

The Soviet Union has been 
an important buyer of woollen 
sweaters and cardigans 
from' India. These exports 
have secured Rs 19.2crores 
in 1974-75, out of which 
the USSR absorbed worth 
Rs 11.7 crores. In terms of 
quantity the total exports in 
the year amounted to 18.9 
lakh kgs of which the Soviet 
Union imported 16.5 lakh 
kgs. Next to Soviet Union, 


Czechoslovakia bought the * 
sweaters and cardigans from 
India at a value of Rs 1.24 
crores. Saudi Arabia was ano¬ 
ther important buyer at value 
of Rs 15.6 lakhs. Iraq pro¬ 
ved to be the principal market 
for other garments made of 
wool. These materials were 
exported by India to the 
tune of Rs 60 lakhs in 1974-75 
while Iraq absorbed worth 
Rs 30 lakhs. Woollen shawls 
and scarves are also exported 
in sizeable quantity. Woollen 
shawls earned Rs 16 lakhs in 
1974-75 mainly from Yeman 
Arab Republic, Saudi Arabia 
and UK, while woollen scarves 
secured Rs 35 lakhs with Saudi 
Arabia as the major buyer. 

Business in W. Germany 

The Indo-German Chamber 
of commerce has released a 
new publication, “How to 
do Business in Germany". 
The publication is likely to be 
of great value to Indian ex¬ 
porters. It contains a variety 
of up-to-date information of 
vital significance. 

Sheep from 
West Germany 

The Federal Republic of 
Germany has gifted 160 Ram- 
bouillet sheep to the Indian 
government. These sheep 
were formally presented by 
the Agricultural. Attache of 
the FRG Embassy to the 
Deputy Secretary (Animal 
Husbandry) in the ministry of 
Agriculture. 

Names in the News 

At the Board of Directors 
meeting held recently, Howard 
L. Clark, Chairman and 
Chief Executive Officer of 
American Express announ¬ 
ced the election of Mr. Allen 
B. Richards as Senior Vice- 
President—Financial Ad¬ 
ministration, with effect from 
December 1, 1975. Mr. 

Clark also announced that 
Mr. Richards would be 
appointed Senior Vice Presi¬ 
dent of the parent company's 
subsidiary, American Express 
International Banking Cor¬ 
poration. 


Upper Ganges Sugar Mills 

Limited 

NOTICE 

Notice is hereby given # 
that the Forty-third Annual * 
General Meeting of Upper 
Ganges Sugar Mills Limited 
will be held on Tuesday the 
30th December, 1975 at 
3.15 P.M., at 9/1, R.N. 

Mukherjee Road, Calcutta-1, 
for the following purposes:— 

(1) To receive and con¬ 
sider the Report of the Direc¬ 
tors and to adopt the Audited^ 
Accounts of the Company for 
the year ended 30th June, 1975. 

(2) To elect Directors in 
place of Shri G. K. Bhagat, 
Shri Bhaskar Mitter and Shri 
Sudhir Jalan who retire by 
rotation and being eligible offer 
themselves for re-election. 

(3) To appoint Auditors 
and fix their remuneration. 
As Special Business. 

(4) To appoint a Director 
in place of Shri M.K. Mooker- 
jee who was appointed as 
an additional Director by the 
Board of Directors. His 
lerm of office expires at 
this Annual General Meeting. 

A notice in writing has been* 
received by the company 
from a member proposing his 
candidature for the office of 
Director and signifying his 
intention to move the follow¬ 
ing resolution as an Ordinary 
Resolution:— 

“Resolved that Shri M.K. 
Mookerjee be and is hereby 
appointed a Director of the 
Company." 

By Order of the Board, 
J.K. CHOUDHURY 
Secretary 

9/1, R.N. Mukherjee Road. 
Calcutta-1, the 1st December, 
1975. _ 

Notes : 

1 . A member entitled to 
attend and vote' at the meeting 
is entitled to appoint a proxy 
to attend and vote instead of 
himself and the proxy need 
not be a member. 

2. The Register of Members 
of the Company will remain 
.dosed from the 24th Decem¬ 
ber, 1975 to the 30th Decem¬ 
ber, 1975, both days inclusive. 

Explanatory Statement as 
regards Item no. 4 has been 
despatched to the Shareholders 
directly. 
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Escorts 

In May, 1975, when ‘Ariana’ 
Afghan Airlines plane com¬ 
pleted airlift of 400 Escort 
tractors and hundreds of spe¬ 
cial farm implements, history 
was made on many scores. 
It was perhaps the world’s 
biggest ever airlift of tractors. 
It also marked a breakthrough 
in the export of sophisticated 
farm equipment from a deve¬ 
loping country in ihe wake of 
fierce global competition. For 
India, it was an acknowledge¬ 
ment of international stan¬ 
dards in quality of manu¬ 
facture. 

It was in 1974 that Escorts 
Limited—as industrial under¬ 
taking already regarded as 
•pioneers in farm mechaniza¬ 
tion in India—won an order 
for 400 tractors and 1200 
various farm implements from 
the Agricultural Development 
Bank of Afghanistan, against 
a- global tender for which 
international makes from 
various parts of the world had 
competed. 

World Class 

The choice for Ford 3000, 
made in India by Escorts 
Tractors Limited was a testi¬ 
mony of world class Indian 
manufacture, already a brand 
leader in India, and its com¬ 
petitive position in the export 
markets. Other consideration 
that would obviously have 
weighed in favour of Escorts, 
is its highly service-oriented 
marketing philosophy. The 
entire business was conducted 
more as a package for end- 
benefit rather than sheer 
commercial deal. Service and 
repair facilities were set up 
long before the shipment com¬ 
menced. To help Afghan far¬ 
mers and technicians operate 
and maintain their tractors 
efficiently, training was 
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imparted at the Escorts’ 
Schools of Farm Mechaniza¬ 
tion in India as well as in 
Afghanistan. 

All 400 tractors and imple¬ 
ments weie airlifted, despite 
heavy costs to the company, 
primarily to maintain delivery 
schedules as per contract since 
land-cum-sea route ihrough 
Pakistan was not available. 
This was done at heavy un¬ 
economic costs due to factors 
like worldwide inflation and 
increased transportation costs 
caused by oil crisis that 
emerged subsequently. The 
order having been fully exe¬ 
cuted by May 1975, a large 
number of Ford 3000 tractors 
already ploughing the Afghan 
farms, carefully looked after 
by a service team of Escorts 
stationed tnere for the pur¬ 
pose. 

Pioneers 

Apart from agriculture, 
Escorts has been pioneering 
in other helds also such 
as transmit, health and 
industry. Its range of manu¬ 
facture covers motorcycles 
and scooters automotive 
ancillaries like piston assem¬ 
blies, shock absorbers, gears, 
carburettors, wheel rims and 
magnetocs, railway ancilla¬ 
ries like couplers, brake and 
suspension systems, electro¬ 
medical equipment, heating 
elements for industrial appli¬ 
cations and domestic applian¬ 
ces, industrial and material 
handlingequipmcnt. In techni¬ 
cal collaboration with com¬ 
panies of international repute. 
Escorts has made available 
in India, and to many overseas 
markets, machines of the 
highest standards. These 
collaborations have also helped 
gain valuable technical know¬ 
how. Continuous and ex¬ 
tensive research and deve¬ 
lopment has marked Escorts’ 


progress with a number of 
breakthroughs. Like the 
Rajdojt GTS mobike. The 
Ycllowline industrial equip¬ 
ment range and a host of 
others. 

D«ccan Sugar 

There has been an increase 
in turnover of Deccan Sugar 
and Abkhari Company Ltd 
from Rs 1,094.21 lakhs in the 
previous year to Rs 1,146.58 
lakhs in 1974-75. This is 
mainly due to an increase in 
the average sales realisation. 
In Pugalur factory, the average 
sales realisation was Rs 2.C09 
per tonne when compared 
to Rs 1,920 per tonne in 1974. 
In Samalkot factory it was 
Rs 2,100 per tonne when 
compared to Rs 1,890 per 
tonne in 1974. After pro¬ 
viding for all expenses and 
charges, the net trading pro¬ 
fit amounted to Rs 36.05 lakhs 
during the year, including 
an excise duty rebate of Rs 
9.22 lakhs. This compares 
with Rs 170.38 lakhs in the 
previous year, including an 
excise duly rebate of Rs 25.44 
lakhs. The phenomenal re¬ 
duction in the net trading 
profit is due to increase in the 
cost of production resulting 
mainly from higher cane 
prices paid at Pugalur and 
Samalkot factories. 

Net Profit 

After taking into account 
other incomes and allowing 
for interest charges and ad¬ 
justments relating to previous 
years, the net profit subject 
to taxation amounts to Rs 
7.07 lakhs as compared to 
Rs 153.91 lakhs in the previous 
year, the liability for taxa¬ 
tion does not arise as per the 
income tax computations. Of 
the available profit of Rs 
9.64 lakhs including surplus 
of Rs 2.57 lakhs brought for¬ 


ward from last year, dtatyfr' 
tory transfer to develspriK^ht 
rebate reserve and the dtvl-f 
dend on the preference shared 
capital absorb Rs 8,000 and 
Rs 63,700 respectively, leav¬ 
ing a balance of Rs 8.93 lakhs. 
In the light of the restrictions 
imposed by the Companies 
(Temporary Restriction on 
Dividends) Act, 1974, the di¬ 
rectors could not have recom- 
mended more than 1.5 per 
cent dividend on the equity 
share capital. This being such 
a derisory figure the directors 
have decided to skip the dlvl- 
' dend this year. 

Expanded Capacities 

The erection of plant and 
machinery for expanding the 
crushing capacity of Samalkot 
and Pugalur to 1,500 tonnes 
and* 1,800 tonnes per day 
respectively is in progress 
according to schedule and the 
expanded capacities at these 
two factories will be available 
from 1976-77 and 1975-76 
respectively. The govern¬ 
ment of India granted a licence 
to expand the crushing capa¬ 
city of Pugalur factory to 

2.500 TCD but rejected the 
application made for expanding 
the crushing capacity of Safflal- 
kot factory to 2,000 TCD. 
A further representation has 
been made to government of 
India in respect of Samalkot 
factory but the government 
has*finally turned down the 
company’s application. 

During the year under re¬ 
view, 35.02 lakh proof litres 
of spirit has been produced at 
Samalkot distillery as against 
16.77 lakh proof litres 
produced in the previous year. 
This has been possible due to 
commissioning of a new still 
with a higher capacity of 

1.500 gallons per day in the 
previous year. Although the 
Andhra Pradesh government 
issued a letter of intent for the 
manufacture of Indian*m&de 
foreign liquors at Samalkot, 
licence is still awaited from the 
government. However, the 
implications of the recent 
announcement of the govern¬ 
ment of India regarding .rest ric¬ 
tions on the pmductxon and 
consumption Or liquor in the 
country has to be studied 
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tarafUQy before it is decided 
tosetup the IMFL plant. 

ITC 

Change, .to enable progress, 
has been tne fundamental 
characteristics of ITC Limited 
over the last few years. The 
basic objective of the 
changes has been growth in 
the longer term, without which 
any organisation would, first 
stagnate, and ultimately wither 
away* Furthermore, the 
direction of the growth has 
come from within using such 
technology and expertise as 
is available within the country 
without any reliance on foreign 
coltaborat ion what so ver. 

inevitably all this has Wrought 
about a much greater measure 
of strain on the company and 
its management. Nevertheless 
impressive progress has been 
made, for which the manage¬ 
ment of the company has not 
only fully cooperated but 
stretched itself to ensure 
success. 

Foreign Shareholding 

There has been a progressive 
dilution in the foreign share¬ 
holding and proposals are 
underway to further reduce 
foreign equity to about 40 
percent. With the implemen¬ 
tation of these proposals H 
is possible that the number 
of shareholders will increase 
to as much as 100,000 making 
the company a truly broad- 
based institution. 

The earning of foreign ex¬ 
change on a commercially 
sound and viable basis bits 
been a major thrust of ITC's 
operations in recent years. 
In 1970-71, ITC’s non-tradi- 
tional export were only 
Ra 21 lakhs and those of its 
sister company !LTDRs8,75 
crores. As an outcome of the 
company’s approach to change 
ibr growth, ITC’s non-tradi- 
tiongt exports in 1974-75 
were to; ,5.82 crores and along- 
with ILTD’s exports of Rs 
23.93 crores, the group total 
amounted to Rs 29,75 crores, 
thereby earning valuable 
foreign exchange for the coun- 
try v the intervening 
period* the company has be-* 
Come a recognised eligible 
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Export House and has also 
located a small representation 
office in New York. 

The ITC has been in marine 
product business since 1971. 
With a modest export of Rs 
70 lakhs in 1971-72, the 
foreign exchange earnings 
jumped to Rs 4.7 crores in 
1974-75. The company has 
received permission to ret up 
three plants in West Bengal, 
Orissa and Maharashtra. Since 
then effective steps have been 
taken to develop a trawling 
fleet composed of modernised 
boats built in India which 
arc to be augmented with 
trawlers from Mexico and 
those built in India. The three 
plants, one each, arc to be 
located in the backward areas 
of West Bengal, Orissa and 
Maharashtra. When in full 
operations, the export earn¬ 
ings will reach a substantially 
high level through a gradual 
process of the combined deve¬ 
lopment of the fleet and plants. 
This diversification project 
will be labour-intensive and 
will have the fiscal and other 
advantages of location in 
backward areas. 

Core Sector 

The company has entered 
into the core sector industry 
by promoting a paper and 
board project in Andhr: 
Pradesh. Bhadrachalam has 
been selected as the site 
for the proposed venture. To 
raise part of the resources 
required for the implementa¬ 
tion of this project, the com¬ 
pany is expected to be in the 
capital market in the near 
future. 

The company has entered 
in a big way the field of hote- 
Jicring. The Hotel Chola in 
Madras has been completed 
while the Hotel Moghul-Oberoi 
and Hotel Maurya in Agra 
and Delhi are likely to be 
operational in the latter half 
of 1976 and 1977 respectively. 

East AnglU Plastic 

East Anglia Plastic (India) 
has suffered a serious setback 
in its working during the year 
ended June 30, 1975, The 
performance of the company 


during the year has been 
badly hit due to unfavourable 
market conditions, rising costs 
of production and a cut in the 
prices of finished products. 
As a consequence, the turnover 
has halved to Rs 2.74 crores 
fromRs 5.19 crores in 1973-74. 
After providing Rs6.93 lakhs 
for depreciation as against 
Rs 7.92 lakhs in the previous 
year, the company has in¬ 
curred a Joss of Rs 61.72 lakhs 
as against a profit of Rs 38.71 
lakhs in the preceding year. 

Gains Nullified 

Although the management’s 
efforts to contain labour and 
other expenses at the last 
year’s level were successful, 
the higher rate of interest 
and increased dcpcrdcrce on 
borrowed funds had more 
than nullified the gains from 
the marginally jeduced cost 
of labour and overheads. Its 
working funds were abo seri¬ 
ously affected by the credit- 
squeeze. Meanwhile the com¬ 
pany has promoted a new 
company styled Madhya 
Bharat Petrochemicals to 
undertake the project for the 
manufacture of phthalic anhy¬ 
dride. But no further steps 
have been taken in retpcct 
of the letter of intent for the 
manufacture of cellu.orc ace¬ 
tate sheets and dimethyl for- 
mamlde as the company’s stu¬ 
dies have revealed* that the 
project may *not be eco¬ 
nomical. 

Hada Steel 

The directors of Hada Sled 
Products have proposed to 
capita, isc a sum of Rs 4 lakhs 
out of the general reserve and 
issue bonus shares in the ratio 
of ore cquiiy share for every 
two equity shares held. The 
proposal is, however, subject 
to the consent of the Controller 
of Capital Issues. Besides, 
the directors have recommen¬ 
ded a dividend of 12 per cent 
on equity shares for the year 
ended June 30, 1975. Sales dur¬ 
ing the year were lower at Rs 
51.21 lakhs as compared to Rs 
54.63 lakhs in the preceding 
year while net profit declin¬ 
ed to Rs 4.15 lakhs from Rs 
6.74 lakhs in 1973-74. The net 
profit has been arrived at after 


providing 2.62 lakhs to depre¬ 
ciation reserve ard Rs 86$Q0 
to development rehate reserve 
while Rs 1.86 lakhs ar.d R*s 
61,750 were provided respec¬ 
tively to these reserves 
in 1973-74. The entire net 
profit of Rs 4.15 lakhs has 
been transferred to general 
reserve and the dividends will 
be met out of the general 
reserve. The proposed equity 
dividend will absorb Rs 96,000 
while the dividend on 5,000 
redeemable cumulative pre¬ 
ference shares of Rs 100 each 
at the rate of 10 per cent per 
annum will claim R$ 50,CC0. 

The lower profit is attributed 
to the reduction in selling 
prices and overall increase in 
manufacturing costs. However, 
considering the cut-throat 
competition in ihe market ihe 
woiking results are indeed 
satisfactory. 

In the recent past large 
capacities have teen establish¬ 
ed in the country for manu¬ 
facturing hacks aw blades which 
is much in excess of demand. 
As a result there is severe com¬ 
petition in ihe market and the 
installed capacity of the com¬ 
pany remains under-utilised. 
However, the directors have 
embarked upon a programme 
of diversification. Jt is 
heartening to role that the 


Com pany Notice 

Singer-TVS Limited 

“It is hereby notified for pub¬ 
lic information that Messrs. 
Singcr-TVS Limited, TVS 
Building’, West Vcli Street, 
Madurai-625001, arc apply- 
ing under Scc T ion 21 of the 
Monopolies ard Restrictive 
Trade Practices Act, 1969, 
to the Department of Com¬ 
pany Affairs, New Delhi, 
for substantial expansion of 
the Undertaking to manufac¬ 
ture Sewing Machine Need¬ 
les. 

Any perron interested in the 
matter may make representa¬ 
tion to the Secretary, Depart¬ 
ment of Company Affairs, 
New Delhi, wiihin a fortnight 
of publication of this notice”. 
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slitting saws projects has 
coramcnced production from 
June 1975 and the* products 
have been well received by the 
consumers. Steps have also 
been taken to commence pro¬ 
duction of tool bits. At the 
same time all out efforts are 
being made to export its pro¬ 
ducts to overseas. 

Meanwhile the company has 
received the approval from the 
Department of Company 
Affairs to its proposal for joint 
industrial venture in Thailand 
for the manufacture of hack¬ 
saw blades. According to 
reports, Hada Steel will parti¬ 
cipate in the equity capital 
of the joint venture to the 
extent of 49 per cent which 
may work out to about Rs 10 
lakhs. Hada Steel will be sup¬ 
plying machinery and equip¬ 
ment to the tune of Rs 18 
lakhs to the Thailand project 
whose total cost, including 
working capital, is expected 
to be of the order of Rs 75 
lakhs. Apart from supplying 
machinery, Hada Steel will 
also be extending its tech¬ 
nical know-how to the pro¬ 
ject. It is anticipated that 
the joint venture project will 
manufacture hacksaw blades 
worth one crore of rupees 
annually. 

Weston Electroniks 

Weston Electroniks Private 
Limited has been awarded a 
Certificate of Merit for out¬ 
standing export performance 
for electronic goods for the 
year 1973-74 at a special func¬ 
tion held on December 1, 
1975. The company recog¬ 
nised as an eligible export 
house, has exported up to 
September 1975, goods worth 
two crores of rupees. 

Nows and Notes 

Seshasayee Paper and Boards 

proposes to issue one bonus 
share for every two shares held 
by capitalising Rs 1.75 crores 
from reserves. 

Hoechst Dyes and Chemicals 
Ltd proposes to increases the 
authorised capital of the 
company from Rs 1.50 crores 
to Rs 3.00 crores. 

The import of drugs in the 
production range of IDPL has 
been slashed by almost 50 

s S^strrn economist 


per cent from Rs 15.87 crores 
to Rs 8.55 crores this year as 
a result of higher production 
achieved by the state-owned 
Indian Drugs and Pharamceu- 
ticals Ltd. during the last 
seven months. The increase in 
production of bulk drugs at 
its antibiotics plant at Rishi- 
kesh has gone up by 76 per cent 
and at its synthetic drugs plant 
at Hyderabad by 23 per cent 
during the last seven months 
over the corresponding period 
last year. The production of 
formulations has also regis¬ 
tered a significant increase of 
79 per cent at the Rishikesh 
plant and 55 per cent at the 
Hyderabad plant during the 
same period. 

Turnover Surpassed 

IDPL's sales turnover, too, 
has comfortablly surpassed 
last year’s, during the same 
period, by an encouraging 41 
per cent, thus setting a new 
all-time-high record. The 
turn-over has jumped up to 
to Rs 31.20 crores from last 
year's Rs 22.18 crores during 
the same period. 

The trade sales of the IDPL 
have also shown a spurt of 
46 per cent. These results 
augur well for IDPL, which 
hopes to achieve record sales 
of over Rs 62 crores this year 
as against Rs 45.74 crores of 
last year. 

The seebnd phase expansion 
of production facilities of 
Hyderabad plant is already 
underway while the expan¬ 
sion of Rishikesh plant will be 
taken up shortly. IDPL is also 
is also setting up a sophisti¬ 
cated formulation plant at 
Gurgaon, in Haryana, to meet 
the increased formulation re¬ 
quirements of the country. 

New Issues 

Derm Cooling Coils Limited 
is entering the capital market 
with a public issue of Rs 6 
lakhs, divided into 210,000 
equity shares of Rs 10 each 
and 6,000 (11 per cent) cumu¬ 
lative redeemable preference 
shares of Rs 100 each, both for 
cash at par. The subscrip¬ 
tion list for this full under¬ 
written issue opens on Decem¬ 
ber 22 and will close on Janu¬ 
ary 5 or earlie but not before 


December 24. The company 
is setting up a plant at Hydera¬ 
bad for the manufacture of 
aluminium roll bond panels for 
refrigeration industry with 
an installed capacity of two 
lakh nos. The company has 
been promoted by a team of 
experienced engineers who are 
all partners of the firms, 
Deccan Engineering and 
Refrigeration Company and 
Dwarka Pcrshad Radhcy 
RamanlaJ. The Dcccan 
Engi neeri ng Rcfrigerat ion 

Company has entered into a 
collaboration agreement with 
Messrs Olin Corporation of 
the USA. The company has 
already purchased cnoughh 
land in Hyderabad. The work 
on project is proceeding apace 
and according to current indi¬ 
cations the trial production is 
expected to commence by 
March-April 1976. The direc¬ 
tors arc confident that the 
company wilt be in a posi¬ 
tion to declare a handsome divi¬ 
dend within a reasonable period 
from the commencement of 
production. 

Deccan Wires Limited 


entering the capital market on 
December IB by offering 
13,90,000 equity share* of ; 
Rs 10 each for cash at par to 
the public for subscription* 
The subscription list for Hus 
fully underwritten issue wifi 
close on December 13 or earlier 
but not before December 20* 
The main object of the com¬ 
pany is to manufacture highly 
sophisticated high carbon and 
alloy steel wires with a licen¬ 
sed capacity of 10,000 tonnes 
per annum. The company 
has entered into a technical 
collaboration agreement with 
Sanko Steel Wire Manufactur¬ 
ing Company Limited of Japan 
for the manufacture of oil 
hardened and tempered valve 
spring steel wire, hard drawn 
and patented spring steel wire 
and tyre bead wire. The 
promoters arc one of ihe lead¬ 
ing industrialists of south, 
having over three decades of 
experience in successful in¬ 
dustrial management. The 
company is setting tip a plant 
near Bangalore city. Con¬ 
siderable progress has been 
made in the implementation 
of this project. 


is 

Dividends 


(Per cent) 


Equity dividend 
declared for 


Name of the company Year ended 






Current 

year 

Previous 

year 

Higher Dividend 

Bagalkot Udyog 

June 

30, 

1975 

Nil 

5.0 

Shalimar Wires 

June 

30, 

1975 

12.0 

8.0 

Pudumjee Pulp and 

Paper 

Dec. 

31. 

1974 

10.0 

8.0 

Same Dividend 

J.K. Steel 

June 

30, 

1975 

Nil 

Nil 

Rajagiri Rubber 

June 

30, 

1975 

9.0 

9.0 

Reduced Dividend 

Loyal Textiles 

June 

30, 

1975 

Nil 

10,0 

Chellapalli Sugars 

June 

30, 

1975 

Nil 

10.0 

Nonsuch Tea 

June 

30, 

1975 

7.5 

12.0 

Shrec Madhusudan Mills June 

30, 

1975 

Nil 

5.0 

Shri Ambica Mills 

Dec. 

31, 

1974 

12.0 

20.0 

Shii Arbuda Mill 

Dec. 

31, 

1974 

t mmi 

8.5 

14.0 
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Licences and Letters at Intent 

• 

. The following licences and letters of intent were issued under 
the Industrial (Development and Regulation) Act 1951 during 
the month of October, 1975. The list contains the names and 
addresses of the licensees, articles of manufacture, types of licen- 
cesHNew Undertakings (NU), New Articles (NA), Substantial 
Expansion (SE), Carry on Business (COB), Shifting —and annual 
installed capacity. Details regarding licences and letters of 
intent revoked, cancelled or surrendered are also given. 

Licences Issued 

Metallurgical Industries (Ferrous) 

Ws Khira-ASDEC Containers (India) Pvt. Ltd; Khira Bhavan, 
Sanohurst Bridge, Bombay. (Pimpri, Poona, Maharashtra) 
Freight Containers (Shipping)—3,600 Nos.—(N.U.) 

M/s Everlite Pvt. Ltd; 11-Brafcourne Road, Calcutta, (West 
Bengal)—Aluminium Winding Wires.—70 tonr.es. Copper Wind¬ 
ing Wires 42SWG and Thinner—15 tonnes.—fS.E.) 

M/s Nagarjuna Steels Ltd; Chandralok, 111, Sarojini Devi 
Road, Secunderabad. (Patancheru, Medak A Pradesh)-—Cold 
Rolled Strips and Box Strapping—12,000 tonnes.—(N.U.) 

M/s Gogte Engineering and Metals P. Ltd; Empress Court, 
126, Maharashi Karvc Road. Bombay. (Tarapur—Maharashtra) 
—Angles, Rounds & Squares, Flats—20,000 tonnes- (C.O.B.) 

- M/s Solid Alloy Steel Balls Ltd; 2-Braboume Road, Calcut t a. 
(Hooghly, West Bengal)—Bright Bars—5.400tonres.—(C.O.B.) 

M/s Hindustan Wires Lid; 3-A, Shakespeare Sarani. 5th 
Floor, Calcutta. (Sodepore, 24-Parganas, West Bengal)—Bright 
Bars—8,000 tonnes. —(C.O.B.) 

M/s Canga Steel & Alloys Ltd; Mehmoodabad Estate. Build¬ 
ing, Hazratganj, Lucknow. (Aurngabad—Bihar)-Steel Cast¬ 
ings,—5,440 tonnes.—(N.U.) 

M/s Warden & Company (India) Pvt. Ltd; 340, J.J. Road, 
Byculla, Bombay, (Thana—Maharashtra)—Bright Bars—5,440 
tonnes.—(C.O.B.) 

Metallurgical Industries (Non-Ferrous) 

M/s Indian Lead Pvt. Ltd; Bombay Agra Road, Majiwada 
Thana. (Gopalpur, 24-Parganas, West Bengal),—Recovered 
Lead— 18,000 tonnes.— (NUT 

M/s Indian Lead Pvt Ltd; Bombay Agra Road, Majiwada. 
Thana. (Thana—Maharashtra)—Recovered Lead—13,500 
tonnes (SE). 

M/s The Industrial Gases (Bihar) Ltd; P.O. Khijari, Via: 
Namkum, Ranchi, Bihar. (Dalmianagar—Bihar)—Oxygen Ga; 
-0.45 MCM, Acetyle Gas—0.10 MCM—(NU). 

Electrical Equipment 

M/s Sana! Semi Conductors Pvt. Ltd; 108, Zavcri Bazar, 
Bombay. (EPZ-Sanla Cruz, Maharashtra)—Metal Film Resis¬ 
tors—25 MiU.p.a.— (NA). 

M/* Mahindra & Mahindra Ltd; Gateway Building, Apollo 
Bunder, Bombay. (Bombay—Maharashtra)—Wire Wound Resis- 
tory (Professional Grade)—10 mil. nos.—(NA). 

M/s Telerad (P) Ltd; Saki Vihar Road, Chandivili, Bombay. 
(Bombay)—(Maharashtra)—Record Players/Changers—50,000 
flde. Tape Records—20,000 nos. —(NA). 

_ i|/s General Electric Co. of India Ltd; Magnet House, 6- 
Chittaranyan Avenue, Calcutta. (Calcutta-West Bengal)— 
Eloctrid Fans—2,20,00 nos,, ^-(SE). 

b&/i 'foe Electrical Stampings (India), Shriniketan, Rewa 


Road, Satna. (Rewa—Madhya Pradesh)—Laminations „for 
Transformers & Chokes, e’.c—3,000 tonnes. Stampings Tor 
Rotating Machines—1,000 tonnes —(NU).* 

M/s Electronics Ltd; 7th F.oor, Atma Ram House, 1 -Tolstoy 
Marg, New Delhi. (Faridabad-Haryana)—Heat Convectors— 
12,450 nos.—(COB). 

M/s Bharat Convectors Pvt. Lid; A-8, Pecnya Industrial 
Estate, Bangalore. (Peenya, Bangalore, Karnataka)—AAC/ 
ACSR Conductors upto 19 Strands —2440 M.T. —(COB). 

Telecommunications 

The West Bengal Electronics Industry Development Corpora¬ 
tion Limited, 225-E, Acharya Jagdish Chandra Bose Road, 
Calcutta. (Calcutta-West Bengal.)—T.V. Picture Tubes (20 
inches and above)—40,000 nos.—(NU). 

Transportation 

M/s Ramon Gujarat Ltd; Ramon House, 169, Backbay 
Reclamation, Bombay. (Surat-Gujarat)-- -Flv wheel Bing Gears— 
2,00,000 nos. p.a. —(NU). 

Industrial Machinery 

M/s Hercules Hoists Ltd; Minerva Industrial Estate, L.B. 
Shastri Marg, Mulund (W), Bombay. (Bombay-Maharashtia)— 
Chain Pulley Blocks—*9,400 nos. Electric Hoists—1,200 nos. 
Travelling TroHyes—2,500 nos. Ratchet Hoists—300 nos.—(SE). 

M/s Electrical Manufacturing Co. Ltd; 136, Je&sore Road, 
Calcutta. (24-Parganas, West Bengal)- Aluminium or Steel Pirns 
(Cops)—5 mill. pcs.—(NU). 

M/s Himson Textile Engg. Industries, Hiralal Colony, Ash-* 
wani Kumar Road, Surat. (Surat-Gujarat)—Crimping Machine 
—6 nos. of 96 spindles each—(NU). 

M/s Marchon Textile Industries Pvt Ltd; Saheb Building, 
4th Floor, 195, Dr. D.N. Road, Fort, Bombay. (Bombay- 
Maharashtra)— Crimping Machines.—50 nos. (each with 96 
spindle 0—(SE). 

The New India Industries Ltd; Jetalapur Road, Baroda. 
(Baroda-Gujarat)—Metal Reeds—4,000 Doz. — (SE). 

M/s Anup Engineering Ltd; The Anil Starch's Premises, 
Anil Road, Ahmcdabad. (Ahmcdabad-Gujarat)—Machinery 
Complete Dairy Plant comprising of the following:— l. In¬ 
sulated Rail &Road MilkTankers (2) Rotary Milk Can Washers; 
(3) Can Wash Troughs; (4) Hand & Power Driven Cream Sepa¬ 
rator; (5) Milk Coolers, etc. Worth Rs. 1,25,000 fer annum. 

The Indian Textile Paper Tube Co. Ltd; 19-Pcrali Road, 
Post Box No. 5, Virudhunagar. (Coirabatore-Tamil Nadu)—• 
Paper Cones—*1,800 tonnes, within the overall licensed capacity 
of 44,440 tonnes for the Virundhunagar Unit.—(COB). 

M/s Spirax Marshall Ltd; 106th Mile Stone, Bombay-Poona 
Road, Pimpri, Poona-18.(Poona-Mahurashtra)—Stccm & Fuel 
Economy Equipment —38,000 units.—(COB). 

M/s Chowgule Engineering Co. (P) L*d; Chowgule House, 
Mormugao Harbour, Goa. (Goa)—Components & Spares for 
Centrifugal — Multi-stage Pumps—20 tonres.—(COB). 

M/s Dccpak Industries Ltd; 16-Hira Street, Calcutta-1. 
(Calcutta-West Bengal)—Bigger Size Worm Gears upto 24* 
Centre Distance.—7,000 nos.—(SE). 

Machine Tools 

M/s Voltas Limited, 19-Graham Road. Ballard Estate, 
Bombay-1. (Bombay/Tliana, Maharashtra)—Special Toolings, 
Accessories and Attachments for Workpiece Locating, Clamping 
and Driving Mechanical & Power Operated.—1,200 nos. Speci- 
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allied Accessories, Attachments and Special Toolings, Mecha¬ 
nical and Power Operated for Tool Holding—-9,000 nos.—(NA). 

Industrial Instruments 

M/s India Oxygen Li mi led. Oxygen House, P-34, Taratala 
Road, Calcu-ta. (Calcutta-West Bengal)—Valves (manually 
operated) for HP/LP Gas Cylinders.—74,000 nos.—(COB). 

Chemicals (Other than Fertilizers) 

M/s Union Carbide India Ltd; 5-Parliamenl Street, New 
Delhi. (Bhopal-M.P.)—Methyl Isocyanate based Pesticides— 
^5,000 tonnes.—(NA). 

M/s IDL Chemicals Lid; (Kukatpalli), Post Bag No. 1, 
Sanatnagar (l.E.) P.O., Hyderabad. (Hyderabad-Andhra 

Pradesh) —High Explosives—30,000 tonnes.—(SE). 

M/s Naini Oxygen & Acetylene Gares Lid; 3-Tashkanl Rd; 
Allahabad. (Naini-U.P.)—Oxygen Gas—0.45MCM. Dissolved 
Ace'ylcnc Gas-0.10—(NU). 

M/s Sanghi Motors (Bombay) Pvt. Ltd; 39-A, N.S. Palkar 
Marg, Bombay-7. (Kolaba-Maharashtra)—Polypropylne Box 
Strappings —-6000 tonnes.—(NU). 

M/s Dai Ichi Kurkaria Pvt. Ltd; Liberty Building, New 
Marine Lines, Bombay. (Pimpri, Poona, Maharashtra)—Alkyc 
Phenol—7000 tonnes. Polyethcr Polyols-1000 tonnes. Sorbitol- 
Mannitol-4000 tonnes—(NA). 

The Baroda Rayon Corpn. Ltd; Great Western Building, 
130- 132, Apollo Street, Fort, Bombay-1. (Udlina, Gujarat) - 
Nylon Tyre Cord—2000 tonnes—(NA). 

* M/s Woodlitc Limited. 3-Bannerghatta Road, Bangalore. 
(Bangalore-Karnataka) --Extruded Foam Plastic Rigid Board ■ 
1,500 tonnes.—(NU). 

M/s Asiatic Oxygen — Acetylene Co. Ltd; 8-Dalhouse 
Square East, Calcutta. (Nagpur-Maharashtra) — Oxygen— 
3,60,000, Dissolved Acetylene —1,20,000 CM.—(COB). 

Dyestuffs 

i 

M/s Colour Cliem Lid; Ravindra Annexe, Dinshaw Vachha 
Road, 194, Churchgate Reclamation, Bombay. (Thana-Maha- 
rashtra)—Acetoacetic Ester-750 tonnes; Dikctonc—1,500 tonnes 
—(SE). 


Drugs & Pharmaceuticals 

M/s Euphoric Pharmaceuticals, 923, Hamilton Road, Delhi. 
(Anklcshwar, Broach, Gujarat)—Analgin—100 tonnes. Chloro- 
quin Phosphate.—20 tonnes. Formulations— (a) Tablcfs/Cap- 
sules-539.09 million (b) Ointments—2.00 tonnes, (c) Liquids 
—7 K.L. (d) Injectablcs—43.5 million —(NU). 

M/s Chemical Industrial & Pharmaceutical Laboratories 
Lid; 289, Bcliasis Road, Byculla, Bombay. (Bombay—Mahara¬ 
shtra)— Larpose Tablets—20 Mill. Tablets. Lorazepam (Bulk 
Drug)—40 Kgs.—(NA). 

M/s Therapeutic Pharmaceuticals, J05, Kakad Chambers, 
138, Dr. Annie Besant Road, Worli, Bombay. (Bombay-Maha- 
rashtra)—Phenyl Butazone Tabs. — 2 mill. nos. Ethambutol 
—1.8 mill. nos. Metronidazol—1.2mill. nos.—Poly Vitamins— 
3.6 mill, nos—Anasteron—1 2 mill. nos. Diazepam—3.6 mill nos. 
Chlorpril—2.4 mill nofc.—Chlorpril Injection—600 litres. 
Multivitamin Drops—1200 litres. Furosemide Tablets—2.41 
Mill, nos.—Ethinomide Tabs.—2.4 mill, nos.—Amitrip Tyline 
Tabs*—2.4 mill nos.—Grisofulvin Tabs.—2.4 mill nos—Cyclo¬ 
serin Tabs.—2.4 mill nos. —(NA). 

*S|gTERN ECONOMIST 


M/s Mehta Pharmaceuticals (P) ltd fChheharta, Amritsar, 
(Chheharta, Amritsar, Punjab)—Paracetamol from Nitrobehzene/ ; 
—100 tonnes. fNA). ' 

Textiles 

M/s Modi Spg. & Wvg. Mills Co. Ltd; Modinagar, (ModJ- 
nagar-U.P.)—Synthetic Sewing Thread.—300 tonnes.—(SE). , 

M/s Rajiv Woollen Mills Pvt. Ltd; A-71, Wazirpur Induistriat 
Area Delhi (Bulandshahrp—U.P.)—Shoddy Yarn—<00 

spindles.—(NU). 

M/s Bhiwandi Co-operative Spinning Mills Lid; Bhiwandi, 
Thana. (Bhiwandi-Maharashtra)—Cotton Yarn—25,000 spindles. 
-(NU). 

M/s Malcgaon Co-operative Spinning Mills Ltd; Malegaon, 
Nasik. (Malegaon-Maharashtra) —Colton Yam—25,000 spind¬ 
les.—(NU). 

M/s Bharat Woollen Mills Ltd;l 1-Esplanade East, Calcutta. 
(Mogluilsarai, Varanasi, U.P.)—Shoddy Cloth-17 Power- 
looms.—(SE). 

Industrial Development & Investment Co. Pvl Ltd; (Prop. 
Ashok Silk Mills), 202, Lai Bahadur Shastri Marg, Ghatkopar, 
Bombay. (Mulund, Bombay, Maharashtra)—Artsilk Fabrics— 
214 powei looms. -(SE). 

M/s Niranjan Mills Pvl. Ltd; Falsawadi Road, Surat-3. 
(Surat—Gujarat)—Colton Yarn—32,000 spindles.—(SE). 

M/s India Linoleums Ltd; 14-Dr. N.K. Chatterjec St; Ghu- 
sury, Howrah, W. Bengal. (Ghusur, Howrah-W. Bengal)— 
Cotton Yarn—25,000 spindles—(S.E) 


Vegetable Oils & Vauaspati 

M/s Cotmac Pvt. Lid; Lamington Road, Sayed Building, 
Hubli. (Hubli, Karnataka)—Colton Seed Oil—36,000 tonnes 
in terms of seeds—(NU). 

Mr V.P.S.A. Paramasivan. 35, M.C.C. Street, (Madurai, 
Tamilnadu)—Cotton Seed Oil—30,000 tonnes in terms Of seeds. 

Mr Sbanmughasundaram Traders, 54, Bhavani Road, 
Erode. (Erode, Coimbatore, Tamilnadu)—Cotton Seed Oil- 
18,000 tonnes in terms of cotton seed—(NU). 

Mr G. Kannappan, Majestic Hopse, 32, Arts College Road, 
Coimbatore. (Coimbatore-Tamilnadu)—Colton Seed Oil and 
its bye products—24,000 tonnes in terms of Cotton Seed.—(NU). 

M/s Raichur Agrl. Produce Marketing & Processing Co¬ 
operative Society Limited, Raichur. (Raichur-Karnataka)— 
Vanaspati—4,500 tonnes—(NU), 

Mr Kommincni Vcera Raghavan, Sitaramnagar, Mangalagiri 
Road, Guntur. (Guntur, Andhra Pradesh)—Cotton Seed Oil 
—10,000 tonnes in terms of Cotton Seeds—(NU). 


Rubber Goods 


M/s Madras Rubber Factory Ltd; Dhun Building, 175/1, 
Anna Road, Madras—Automobile Tyres—8 lakh ‘ nos, hM<h 
mobile Tubes—8 lakh nos. 

Letters of Intent ; > 


. Metallurgical Industrie* (Ferre*,) 

M/s Ultar Pradesh State Industrial Development Corpora* 
tion Limited, O.T. Road, Kanpur. (Ultar' Pradesh)—Steel For* 
gings—5,000 tonnes—(NU). , , 

M/s Mehra Ferro Alloys (P) Ltd; P.O. Ver**,./primer. 
(Amritsai-Punjab)—Steel Bsltets (by Side Blown <2onvntor 
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VOLUNTARY DISCLOSURE SCHEME 


Persons making Voluntary Disclosure of their undisclosed Income and wealth are 
required to make investment In the 5$ per cent Government of India Bonds, 1985 
at the rates given below within 30 days of making the disclosure : 


* 


Disclosed amount of 

INCOME 

WEALTH 


Amount to be invested in the Bonds. 

5% of the income disclosed- 

# 

2.5% of the net wealth disclosed. 


APPLICATIONS in the form set out below may be made at any office of the Reserve 
Bank of India, branch of the State Bank of India or at any branch of the subsidiary banks 
of the State1)ank of India conducting Government treasury work. 

FORM OF APPLICATION 

*I/We_ _ _ _ herewith tender cash/cheque/drafts 

(Full name(s) in block letters) 

Rs._for investment in Government of India 5£ 

(in words) 

per cent Bonds, 1985. The Bonds and the half-yearly interest thereon may 
please be sent to me/us at the address mentioned below: 

The amount tendered represents 5 per cent of the income and/or 
2A per cent of the amount of net wealth or value declared by me/us under 
the Voluntary Disclosure of income and Wealth Ordinance, 1975. 


(Signature) 


(Name in full) 


Dated the. 


1975. 


(Address) 


Issued by : 

Director of Inspection 
(Publications & Public Relations) 
INCOME TAX DEPARTMENT 
NEW DELHI. 


davp 75/485 
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isn't It time you were 
seen in one? 


How long have 
you been telling yourself, 
if not everyone else, 
that Gwalior Suiting is 
your sort of Suiting? 

Consider your reasons tor 
holding back. 

Satisfaction with your 
present suitings? 

This feeling might well 
disappear once you wear 
Gwalior Suiting. The cost? 

Most unlikely. We, should 
think Gwalior Suiting's 
outstanding value for money 
is legendary, and in its class, 
probably unique. Or do you 
feel somehow that the reality of 
Gwalior can never match the 
impressions you have cherished 
over the years? Rest assured. 

There is nothing like Gwalior Suiting. 

The combination of superb 
finish and excellent designing will live up to 
your highest expectations, and in all probability, 
comfortably exceed them. 

You know you can see yourself in Gwalior Suiting. 
Isn't it time to stop reflecting? 



GM^LIOR’cS' 

suiting 

Best veins for your money 


LOOK FOR THE GWALIOR SUITING MARK WOVEN ON THE SELVEDGES 
WHICH IS YOUR GUARANTEE OF GENUINE FABRICS 

THE GWALIOR RAYON S ILK MFG. (WVG.) CO. LTD. BIRLANAGAR — GWALIOR 


Ki«T»N SmWAMTffT 


DSCMNBHt », 1J75 


GR *101/75 







J^^cs^^lO^OOQ, tonncs.~-(NU). 

lil/a Shiarat Forge Co. Ltd; Mutidhwa, Poona, (Mundhwa 
fecjfta: Idaharashtra)-^ Machined & Rough Machined, 
Forlad Fianges, Rings and Fittings—5000 tonnes within the 
Hddmd capacity—(NA). 

$r P. Venkatesan, 13/240 ‘Dewan Bahadur Road, Coimba¬ 
tore. (Tamil Nadu)—Specialised Buttweld Type and Socket Weld 
Type Pipe Fittings.—1,500 tonnes.—(NIT). 

Mr D, Arya, Jain Bye Lane, Court Road, Ranchi. (Dhan- 
bad-Bihar)—Malleable Iron Castings.—500 tonnes. Alloy Iron 
Castings.—500 tonnes. S..G Iron Castings—500 tonnes— 

(W). 

Mr Sardari Lai, 65/28, Rohtak Road, New Delhi. (Tara- 
porc-Maharashtra)—Forged High Pressure Fittings Such as Tees, 
Elbows, Reducers, Caps, Gaskets—1,500 tonnes.—(NU). 

M/s Madras Forgings—Allied Industries (CBE) Ltd; Meftu- 
palayam Road, Karamadai, Coimbatore. (Meitupalayam, Tamil 
Nadu)—S.L Iron Castings—6000 tonnes.—(NA). 

Boilers & Steam Generating Plants 

M/s Thermax (India) Pvt Ltd; D-13, MIDC. Industrial Area, 
Chinchwad, Poona, (Poona-Maharashtra)—Boilers for solid 
and multilifucl firing for Waste-heat including stocker ranging 
from 2 tonnes to 50 tonnes per hour evaporation capacity — 
3,000 tonnes — (NU). 


Electrical Equipment 

M/s Indosil Limited, Neville House, Currimbhoy Road, 
Ballard Estate, Bombay. (Santa Cruz EPZ-Maharashtra)—Elec¬ 
tronic Watch Module—1,44,000 nos. —(NU). 

M/s Sanaj Semiconductors Pvt. Ltd; 108, Zaveri Bazar, 
Bombay. (Sants Cruz EPZ—Maharashtra)—Metal Film Resis¬ 
tors—25 million pcs. p.a. —(NU). 

Mr Surendra Kumar, c/o Sheoparshad Surendra Kumar, 
Commerce House, 2-Ganesh Chandra Avenue, Calcutta. 
(Giridih-Bihar)—Integrated Mica Foils.—300 tonnes. Insulated 
Products Obtained from the Foils —200 tonnes—(NU). 

M/s Kerala State Electronics Development Corporation Ltd; 
1133 & 1134, Sasivihar,'Pcroorkada, Trivandrum. (Kerala)— 
Carbon Film Resistors.—50 ipjll. nos.—(NU). 

M/s Himachal Pradesh Mineral & Industrial Development 
Corporation Limited, Kishorc Bhavan, The Mall, Simla (Solan, 
Himachal Pradesh)—Ceramic Fixed Capacitoh- -50 mill. nos. 
Professional Grade Trimmer Capacitors for HF, VHF and 
Microwave Appiication-1 Mill. nos. Feed through Capacitors— 
0.5 miU. nos. —(NU). 

M/s Centra! Electronics Ltd; N.P.L. Campus, Hillside Road, 
New Delhi, (Ghaziabad, Meerut, UP)—Liquid Crystal Dis¬ 
plays*— 50,000 nos. p.a.—(NU). 

M/s Chloride India Ltd; Exide House, 59-E, Chowringhee 
Road* Calcutta. (Shamnagar,24-Parganas. West Bengal)—Lead 
Acid Torpedo Ceils —7,000 nos. p.a.—(NA). 

4bfr V. Kumar, G-45, Naraina, Delhi. (Delhi)—Motor Star¬ 
ters # Contactors.—3 lakh nos. Miniature Circuit Breakers. 
-4$'laths nos. Control Switches & Accessories.—4 lakh nos. 
MultUContact Relays—5 lakh nos* —(NU). 

M/s Bharat Electronics Ltd; Regd. Office Jalahalli Bangalore. 

ImaM Intensifler Tubes—800 nos. Image Convertor 
®!^^7w5tOs.^(NU). 

Mfc West Bengal Electronics Industry De velopment Corpn. 
Ltd;'425-E, Acharya Jagdish Chandra Bose Road, Calcutta. 




(Calcutta-West Bengal)— CMOS/LSI Chips—3,50,000 *tos 
Wafer Assembly for Electronic Watches—3,60,000 nos —(NA£. 

Telecommunications 

Mr N.K. Joshi, M. Sc., M/s Kabbur Industries (P) Ltd; ‘ 
3-Amrit Keshav Nayak Marg, Basrion Road, Bombay. (Banga- 
lore-Karnataka) — Mcttallised Plastic Film Capacitors—10 
mill. nos. —(NU). 

Industrial Machinery 

M/s T, Maneklat Mfg, Co. Ltd; Vaswani Mansions, Dinshaw 
Vachna Road. Bombay. (Ahmedabad-Gujarat)—Circular 
Knitting Machines.—50 nos. Warp Knitting Machines—30 nos. 
Flat Ktitting Machines—20 nos.—(NA). * 

M/s SLM-Mancklal Industries Lid; Shafi Manzil, Ashram 
Road, Ahmedabad. (Ahmedabad-Gujarat) -Solenoid Magnets 
-10,000 nos—(NA). 

M/s K.G. Khosla & Co. Pvt. Ltd; 1-Dcsh Bandhu Gupta 
Road, New Delhi. (Ballabgarh, Gurgaon. Haryana)—High 
Pressure Air Compressor. (Model 27 A-4250)- *300 nos. wit run 
the existing licensed capacity of 2730 nos.) —(NA). 

Machine Tools 

M/s The Mysore Kirloskar Ltd; P. O. Yantrapur. Harihar. 
Karnataka. (Harihar, Chitradurga, Karnataka)-Thread Roll¬ 
ing Machines.—75 nos. - (NA). 

M/s The Mysore Kirloskar Ltd; P.O. Yantrapur, Harihar. 
Karnataka. (Harihar-Karnataka)—Semi-Automatic Grinding 
Machines—25 nos.—(NA). 

Miscellaneous Industries 

M/s J.D. Jones & Co. Ltd; C/5, Gillander House. 8-Netaji 
Subhas Road. Calcutta. (Howrah-West Bengal)—Teflon Pro- 
ductsfor industrial u<es—18 tonnes.—(NA). 

Commercial, Office & Household Equipments 

Mr*G. Sridharan, Kanak Buildings, 2nd Floor, 41, Chow¬ 
ringhee Road, Calcutta. (Gurgaon Haryana)—Hosiery Knitting 
Needles—35 million nos.—(NU). 

Industrial Instruments 

Mr Trivedi Navnitray Ranchodlal, 28 Gulmarg, Napcan Sea 
Road, Bombay. (Bombay-Maharashtra)—Resistance Thermo¬ 
meter Elements (Glass & Ceramic) only—30,000 nos. Com¬ 
pensating Cables—5 lakh metres. Mineral Insulated Thermo- 
cuouples.—40,000 Metres. Copper Clad Wiies—25,000 Kgs.— 
(NU). 

Chemicals 

M/s U.P. State Industrial Development Corpn. Ltd; 117/420, 
G.T. Road, Kanpur. (Uttar Pradesh)—Carbon Black—9,000 
tonnes.—<NU). 

Shriram Fibres Ltd; ‘Akash Deep’, 26-A, Barakbamba 
Road, New Delhi (Manali, Chingleput, Tamil Nadu)—Nylon 
Tyre Yarn—3,000 tonnes--(SE). * 

The Punjab National Bank Ltd; B-45-47, Connaught Place, 
New Delhi. (Dhuvri Kalan, Sidhi, M.P.)—Poly Vinyl Chloride 
—19,800 tonnes Caustic Soda (Bye)—16,500 tonnes Caustic Soda 
(Solid)—16,500 tonnes-—Calcium Carbide—4.0C0 tonnes-(NU). 

M/s Sudershan Chemical Industries Ltd; 162, Wellesley 
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Road, Sangam Bridge. Poona. (Roha, Colaba, Maharashtra)—* 
Hydrogen Gas —0.5 MCM. Oxygen Gas—0.25 MCM—(NA). 

* Mr Ja>ant S. Dalai, 12-Belvedere Court, 148, Maharshi 
Karve Rd; Bombay. (Bharuch-Gujarat)—L. Menthol—200 
< tonnes. Thymol—50 tonnes Terpcre Resins—1,00 tonnes. 
Para-Cymene—150 tonnes. Para Methane—150 tonnes.—(NU). 

M/s Amines & Plasticizers Ltd; Block *D\ Shivsagar Estate, 
Dr. Annie Bezant Road, Woili, Bombay. (Maharashtra)— 
Morpholine—800 tonnes.—(NA). 

M/s Hukum Chand Jute Mills Ltd; (Chemicals Division), 
15, India Exchange Place, Calcutta. (Amlai, Shahdo. M.P.)— 
Stable Bleaching Powder 10,000 tonnes—(NA). 

M/s Pandian Chemicals Ltd; 9-Vinayaga Nagar, Madurai. 
(Madurai—Tamil Nadu)—Potassium Chloride—4825 tonnes— 
(SE). 

M/s The Industrial Gases Ltd; 15, Ganesh Chandra Avenue, 
Post Box No. 853, Calcutta. (Lucknow-Uttar Pradesh)—Oxygen 
Gas—3.60MCM, Nitrogen Gas—1.8 MCM, Argon Gas—0.125 
MCM- (SE). 

Mr Bharat Kumar R. Gandhi, 4/489, Dadangwad Street, 
Navsari, Bulsar, Gujarat. (Navsan or Vapi, Gujarat)—Oxygen 
Gas—1 MCM, Dissolved Acetylene Gas—0.20 MCM.--(NU). 

M/s Nuchcm Plastic Ltd; 20/6, Mathura Rlad, Faridabad. 
(Ranipet, N-Arcot, Tamilnadu)—Poly Acetyl Resins- 1000 
tonnes—(NA). 

M/s Navm Fluorine Industries, (Chemicals Division), The 
Mafatlal Fine Spg. & Mfg. Co. Ltd; Mafatlal Centre, Nariman 
Point, Bombay. (Surat-Gujarat)-- Synthetic Cryolite/Aluminium 
Fluoride.—1250 tonnes Hydrofluoric Acid—1000 tonres— 
(SE). 

, Mr Prem Kumar Goval. 2-Flag Staff Road, Delhi. (Alwar- 
Rajasthan)--Sulphuric Acid- -16,500 tonnes. Ferric Alum — 
20,000tonnes. Aliu m Pure - -300tonnes. Aluminium Sulphate— 
300 tonnes—(NU). 

M/s Bengal Assam S camship Co. Ltd; 8-Clive Road, Cal¬ 
cutta, (West Bengal)—Lactite Products-*20,000 tonnes. Per- 
matex Products—50,000 tonnes — (NU). 

Mr Harshad N. Kapadia, Ocean View Annex, Bhhlabhai 
Desai Road, Bombay. (Thana-Maharasktra)~-Canend Lining 
Compound, Die Lining & Nozzle Lining for Meta Containers 
—500 tonnes. Lining Compound for bottle caps closures and 
crowns—500 tonnes. Side Seam Cements for Metal Containers 
—-20 tonnes—»(NU), 

M/s Evcriite Insulators Pvt. Ltd; 11-Brabournc Road, Cal¬ 
cutta. (Calcutta-West Bengal)-* Wire Enamels (for captive use) 
—70 tonnes. —(NA). 

Mi V. Madhava Rao, 10-1-19A, Waltair ‘Uplands’, 
Visakhapat nam. (Visakhapat nam-Andhra Pradesh)—Oxygen 
Gas—1.00 MCM, D/Acetylcne Gas—0.25 MCM-(NU). 

Drugs & Pharmaceuticals 

The Chemical Industrial & Pharmaceuticals Laboratories 
Limited, 289, Bellasis Road, Byculia, Bombay. (Bombay-Maha- 
rashtra) —ClUonidine HCL (Bulk Drug) & Formulations there 
of corresponding to this capacity—2 Kgs.—(NA). 

Textiles 

M/s Orkay Silk Mills Pvt. Ltd; Kurla Andheri Road, Saki 
Naka, Bombay. (Bombay-Maharashtra)—Woven Art Silk Fab¬ 
rics—Installation of 7 Warp Knitting Machines—(SE). 

M/s Garware Filament Corpn. Pvt. Ltd; Chowpatty Cham¬ 


bers, Sandhurst Bridge, Bombay. (Poona-Maharashtra)—Warp 
Knitted Fabrics—8 Warp Knitting Circular Knitted FatrttesMt 
Circular Knitting M/cs.—(NU). 

Mr VinodNayar, 23, St. James Court, Marine Drive, 
(Bombay/Thana. MaharashtraJ—Readymade Gann6ttf$-‘~ 
6,75,000 nos.—(NU). 

M/s The Diamond Silk & Rayon Mills, 210, Nijtol Road, 
Opp. Thakker Bapanagar. Ahmedabad. (Ahmedt^Nfitp^il) 
—Elastic Tapes—6 million nos. —(NA). 

M/s Yadalam Brothers Pvt. Ltd; Sudhama House, Chickpet, 
Bangalore, (Bangalore-Kamataka)—Processing of Cotton Blen¬ 
ded and Synthetics Fabrics—320 lakh metres.—-(NU). 

Paper & Pulp (including Paper Products) 

Mr N. D. Sirur, 70—Forbes Street, Bombay. (Ratnagiri- 
Maharashtra) —Linter Pulp—1,800 tonnes. Bemberg Cupram- 
monium Rayon Yarn—1,800 tonnes. Ammonium Sulphate 30 
per cent Solution Bye-product)—5,000 tonnes—(NU). 

M/s Tamil Nadu Industrial Development Corpn. Ltd; 
I50-A, Anna Salai, Madras. (Pudukkottai—Tamil Nadu)—Rayon 
Grade Wood Pulp -42,000 tonnes. Viscose Staple Fibre- 7,000 
tonnes. Polynosic/High Wet Modulus Staple Fibre---7,000 
tonnes—(NU). 

Mr D.P. Jatan, 8-Dalhousie Square East, Calcutta. (Mid- 
napurc. West SBcngal)— M.G. Kraft Duplicating & other 
varieties of Industrial Papers. —7,500 tonnes.—(NU). 

Vegetable Oils & Vanaspati 

M/s Farmers Cooperative Oil seeds Processing Society Ltd; 
Binkadakatti, Taluk: Gadag, Distt* Dharwar, Karnataka. 
(Dharwar—Karnataka) -Groundnut Edible Oil—10,000 tonnes 
in terms of seeds—(NU). 

Leather, Leather Goods & Pickers 

Mr A. Hafeezur Rahman, 4-5, Vepery High Road, Feria- 
met, Madras. (Vaniyambadi, N-Arcot, Tamil Nadu)—Leather 
Shoes—4,32.000 --(NU). 

Cement And'Gypsum Products 

• • 

M/s Kcsorani Industries and Cotton Mills Ltd; 9/1, R.N. 
Mukherjee Road, Calcutta-!. (Peddapalli, Karimnagar, A.P.) 
—Portland Cement—9 lakh tonnes.—(St). 


Change in Names (Owners or Undertakings) 

(Information pertains to particular licences only) 

From M/s Punjab State Industrial Development Corpn. 
Ltd; Chandigarh, to Punjab Spinning & Weaving Mills Ltd; 
Chandigarh. 

From M/s Dayoporc Tea Co. Ltd. to M/s Rasol Vanaspati ■ 
and Industries Ltd; Calcutta. 

From Mr V. Srinivasan to M/s S & S Bushings Ltd; Madias. 
From M/s Mysore State Industrial & Development Corps. 
Ltd; Bangalore, to M/s Sree Meenakshi Sundram Textiles jUd; 
Bangalore. 

From M/s NGEF Ltd; Bangalore, to M/s Madhya Priulplh 
Vidyut Yantra Ltd. 

From M/s Mysore State Agro Industries Corpn. I|d; Banga- 
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tdft, to M/a karoataka Agro Proteins Ltd, Bangalore. 

From M/s Darga Ind&stries, Morena. to M/s Durga Woollen 
Industries Pvt .Ltd. 

From M/s Deyapore Tea Co. Ltd. to M/s Rasoi Vanaspati 
& Industries Ltd. 

From M/s Jayant Metal Manufacturing Co., Bombay, to 
M/s Jayant Metal Mfg. Co. Pvt. Ltd, Bombay. 

From M/s MIT Laboratories, to M/s MIT Laboratories (A 
division of IDL Chemicals). 

From M/s Shree Shankar Industries, Calcutta, to M/s Shankar 
Tubes Ltd. 

From M/s Orissa Flour Mills Private Limited, to /Ms Orissa 
Flour Mills Limited. 

From Mr A.M. Raja, Madras, to M/s Tuber Pharma 
Chemicals Limited. 

From M/s T.V. Sundram Iyengar & Son (P) Ltd; Madurai, 
to M/s T.V. Sundram Iyengar & Sons, Ltd; Madurai. 

Licences Revoked, Cancelled or Surrendered 

(Information pertains to particular licences only) 

M/s Premier Meters & Instruments Manufacturing Com- 
- pany Limited, Bombay—Electricity Metres, (Cancelled) 

Mr Kantilal R. Chordia, 18-Haribhakti Colony, Baroda, 
Gujarat—Duplex Board & Kraft Paper. (Revoked) 

Mr Sajan Kumar Pasari, 12-Govl. Place East, Calcutta-1— 
Aluminium Collapsible Tubes. (Surrendered) 

M/sEutextic Welding Alloys of India Ltd; Powai, Bombay- 
Low Temperature Welding Electrodes & Gas Welding Rods, 
etc. (Surrendered) 

M/s Himalika Enterprises, New Delhi-■Aluminium Collap¬ 
sible Tubes. (Revoked) 

M/s Jaipur Oxygen Pvt. Ltd., Jaipur --Industrial Gases 
—(Cancelled) •..« • 

M/sInduOil & Soap Co.,335,NarsiNatha Street, Bombay-9 
-—Cottonseed Oil—(Revoked!) 


Letters of Intents Revoked, Cancelled or Lapsed 

(Information pertains to particular letters of intent only) 

Mr Manmohan Lai Goel, 23-Naya Ganj, Ghaziabad. (IJitar 
Pradesh)—Hand Tools & Small Tools—(Lapsed) 

M/s Printing Machinery & Allied Equipment, Guindy, 
Madras. (Maharashtra—Printing Machinery—(Lapsed) 

Mr C. L. Mittal, Waltair Upland, Visakhapatnam-3— 
(Orissa)—A utomobi le Axles—(Closed) 

Mr E.K.M. Abdul Gani, M/s EDME Leathers Pvt Ltd; 
Erode—(Tamil Nadu)—Finished Leather—(Cancelled) 

Ntys Hyderabad Tools Pvt. Ltd, Hyderabad. (Andhra Pradesh) 
Prest Tools, Jigs & Fixturs (Lapsed) 

v ;Mr 1CJC. Roy, Automatic Manufacturers Agencies, Calcutta. 
(W^t Bengal>--Hand Tools—(Cancelled) 

Mr H»P, Roy, White House; 91, Walkeshwar Road, Bombay. 
(MaharashtraH-Forged Hand Tools—(Lapsed) 

BOGMMVr 


Mr B.P. Bhardwaj, 67, Park Street, Calcutta. (Wcsl Bangal) 

—Hand Tools—(Cancelled) * 

• * 

Mr Anil Bahl. 208, Rouse Avenue, New Delhi. (Haryana) 

—Hand Tools—(Cancelled) * 

Mr Dhar&m Das Jain, 3-Rain Bow Vihar, Muzaflarnagar. 
(Uttar Pradesh)—Hand Tools- -(Cancelled) 

M/s Dwarka Industrial Development (Chains) Pvt. Ltd; 
C/o D./.L. Pvt. Ltd; Calcutta * Uttar Pradesh)—Bicycle & Rick¬ 
shaw Roller Chains.—(Cancelled) 

Mr Manhar Lai H. Vora 4-A, Ray Street, Calcutta-20. 
(West Bengal)—Forged Hand Tools—(Lapsed) 

Mr P.N. Handa, New Delhi (Rajfsthan)—Forged Hand* 
Tods—(Cancelled) 

Mrs. Kanla Agarwal. C/o M/s K. Sales Co., Delhi. (Delhi) 
—Auto Electrical Equipment—(Closed) 

Mr T.N, Ramachandra Reddy, New Delhi.—(Andhra 
Pradesh)—Electrolytic Manganese Dioxide—(Cancelled) 

Mr Murari Lai Goel. Jagdalpur—(Baslar)—(Madhya 
Pradesh)—Automobile Gaskets—(Closed) 

Mr Mohanlal P. Jain. C/o Mohan Aluminium Ltd; Banga¬ 
lore—(Karnataka)—Cement Plant—-Cancelled) 

Mr L.N. Mittal, Calcu.ta.—(West Bengal)—Hand Tools& 
Small Tools—(Cancelled) 

Mr Raj Kumar Jain, Delhi--(IMar Pradesh)—Forged 
Hand Tools—(Cancelled) 

Mr Ashok Khanna. 759, Sector V11I-B, Chandigarh— 
(Haryana)—Razor Blades- -(Cancelled) # 

M/s Fertiplant Engg. Co. Pvl. Ltd; 26th Road, Bandra. 
Bombay—(Maharashtra) Rotary Hose & Sprinklers—(Closed) 

Mr A. Kumar, 1-70, Kirti Nagar, New Delhi—(Madhya 
Pradesh)—Maize Products—(Lapsed) 

Mi*G.S. Brar, Koihi No. 67, Scctor-8A, Chandigarh--(Pun¬ 
jab)—Maize Product^— (Lapsed) 

Mr Chaman Lai. Aligarh Road, Hathras (U.P.)--(Uttar 
Pradesh)—Mai/e Products-(Lap>ed) 

M/s Trade & Industry (Assam) Pvt. Ltd; 17-Ganesh Chandra 
Avenue, Calcutta—(Assam)—Oxygen Gas-(Cancelled) 

Mr R.K. Bagrodia, 12-C, Madhuban, Udaipur. (Rajasthan) 
--Ferrites -(Lapsed) 

M/s D.D. Lakhanpal, 29-New> Queen's Road, Bombay. 
(Maharashtra) - -Magnetic Tapes.- (1 apsed) 

Mr Haryash Pal Gugnani, lshwar Gupta 19/78. Punjabi 
Bagh, New Delhi—(Haryana)- Magnetic Tapes- -(Lapsed) 

Mr G, Aggarwal, c/o Mr. G.C. Aggarwal, 8-A. Alipur 
Road, Calcutta. -(Karnataka)—Magnetic Tapes—(Lapsed) 

M/s JairamdasUdyog(P) Ltd; 17-A/l , Asaf Ali Road, New 
Delhi —(Uttar Pradesh)—Engine Yalvcs—(Cancelled) 

Mr Rakcsh Agarwal. C/o, Shri C.G. Agarwal, Calcutta- 
(Rajast han)—St yroflex Capacit or s—(lapsed) 

M/s Ferro Electronics Pvt. Ltd; Uppal, Hyderabad— 
(Andhra Pradesh)—Soft & Hard Ferrites, Gama Ferric Oxide, 
etc (Lapsed) 

Mr Haryash P. Gugani, lshwar Gupta, 19/78, Punjabi Bagh, 
—(Haryana)—Tape Recorders—(Lapsed) 
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GROSS BLOCK 
Less: Depreciation 


The Scindia Steam Navigation 
Co., Limited 


Investments 
Net Current Assets 

ASSETS 


1,49,13,65462 


1,01,75,71,*13 
2,69,71^0* 
27,99,46,616 


1,32,44,90,037 


Summary of the statement of Shri Krishnaraj M. D. 
Tbackersey, Chairman, The Scindia Steam Navi¬ 
gation Co., Ltd., made at 56th Annual General 
Meeting of the Shareholders on Wednesday, the 
17th December, 1975 at Bombay. 


When presenting the 
accounts of 7’he Scindia Steam 
Navigation Co. Ltd., Shri 
K. M. D. Thackerscy, Chair- 
* man of the Company, drew the 
attention of the shareholders 
to the excellent results of the 
company during the year, He 
stated that the year was a 
record year for ihe company 
both in respect of the earnings 
and the gross and nett profits. 
He also stated that the dividend 
recommended by the Directors 
was the highest in the history 
of the company. However, 
the immediate payment was 
restricted to 12 per cent i.e. 
Rs 2,40 per share. 

Regarding the results of the 
current year Shri Thackcrsey 
drew the attention of the 
shareholders to the recent crisis 
and the recession that has set 
in throughout the world. He 
mentioned that many large 
ships, bulk carriers and tankers 
are lying idle in various ports 
of the world. Moreover, the 
movement of cargo, has also 
fallen. This will affect the 
, results of the shipping com- 
pihie&. „ 


He also staled that the four 
bulk carriers owned by the 
Scindia Company arc at pre¬ 
sent occupied, however, at a 
less economic rate. 

Regarding Liner vessels, he 
slated that the profits of these 
vessels are also affected due to 
recession and it is expected that 
the profits of the company 
during the current year will 
not be as high as last year. 

Mr. Thackerscy also men¬ 
tioned that he was very glad 
that the measures taken by the 
Government in the emer¬ 
gency are having results* in the 
whole country. Discipline 
has been instilled in the 
workers and production is 
picking up. 

He welcomed the appoint¬ 
ment of Dr. G,S. Dhillon as 
Minister of Transport and 
Shipping as well as Mr. 
Dalbir Singh as Deputy 
Minister. 

Following is the summarised 
statement of the accounts of 
the company for the year. 


BORROWINGS 

Govt, and S.D.F.C. Loans 
Other Loans 


17,98,54,806 

61,91,59,686 


LIABILITIES 


79,90,14,492 


CAPITAL AND RESERVES 

Equity Capital 
Reserves 


13,53,27,580 

39,01,47,965 


NET WORTH 


52,54,75,545 


TOTAL CAPITAL EMPLOYED 


1,32,44,90,037 


Profit and Loss Account for the year ended 30th June, 1975 

EARNINGS Rs, 

Freight and Passage 86,07,23,957 

Income from Investments and Deposits etc. * 3,45.62,544 

Othei Receipts * 11,10,975 

89 , 63 , 77^76 


EXPENSES AND PROVISIONS 

Floating and Shore Staff Costs 
Cargo and Steamer Working Expenses 
Interest paid on Borrowings 
Establishment and other office Expenses 
B.S.N. Claims against Govt, written off 
Depreciation 

Directors’ Fees and Remuneration 
Provision for Taxation 


10,06,49,848 

49,84,36,677 

4,22,38,170 

1,51,32,763 

6,37,753 

7,37,39,293 

3,60,500 

6,05,00,000 


BALANCE 

Surplus on Sale of Assets 
Profit for the year 


79.16,95,004 


10,47,02,472 

19,00,702 

10,66,73474 


NOTE: This does not purport to be the proceedings ofthe 
annual general meeting of the company. 

mmm* 19, 1973 
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Demand for 
fertilizers: 
1975-76 to 
1978-79 

The Fertilizers Association 
of India (FAI) has estimated 
indigenous availability, likely 
consumption and " import 
requirement of fertilizers in 
this country during the remain¬ 
ing period of the fifih five-year 
Plan. 

The FAI is of the 
view that total consumption 
of fertilizers would increase 
by 8.8 per cent during 
1975-76 and would further 
rise by 15.6 percent in 1976r77. 
In the last two years of ihe 
Plan, the anticipated rates* 
of growth in consumption arc 
expected to be 14.0 and 12.7 
per cent respectively. 

RiH text of the study made 
by the FAI is given below: 

An, attempt has been made 
in this note to arrive at a realis¬ 
tic estimate of fertiliser con- 


this objective, adequate avail¬ 
ability of fertiliser is a 
pre-requisite. An accurate 
estimate of likely consumption 
is the first step in planning 
of its availability. The FAI 
has, therefore, devoted quite 
some time to the task of esti¬ 
mating the likely consump¬ 
tion in the next few years. 

Comport Estimator 

The methodology utilised 
comprised both statistical/ 
quantitative techniques as 
well as qualitative assess¬ 
ments from practising fertili¬ 
ser marketing experts. The 
statistical techniques inclu¬ 
ded fitting of trend lines, Gom- 
pert and quadratic estimators 
and some other formulae which 
have been used in other 
parts of the world. These 
different approaches have 
yielded varying results and 
the statistical analysis was 
further complicated by the 
unusual consumption record 
jn f972-73, 1973-74 and 1974- 
75— since these three years 
did not fit into any recog¬ 
nisable pattern. Thus, the 
analytical approach to the 
estimation of future fertiliser 
consumption has had to be 
combined with a qualitative 
assessment of senior market¬ 
ing staff of the fertiliser in¬ 


dustry who have a keen eye on 
the market for their products. 

Assuming that the current 
parameters with regard to out¬ 
put/input price ratio, general 
preference for 4 N* use, credit 
availability, certain restric¬ 
tions on fertiliser distribution 
at the state level, etc. remain 
Unchanged, the country’s an¬ 
nual consumption of fertilisers 
from 1975-76to 1978-79 would 
be around the figures given in 
Table I, with a margin of dfc 
10 per cent. A major change 
in any of these parameters 
would necessitate a review of 
these figures. 

The range of likely con¬ 
sumption of fertilisers with 
high, low and mean levels will 
be as given in Table II. 

Whereas the ‘N’ consump¬ 
tion is likely to pick up in 

1975- 76 and record an in¬ 
crease of about 18 per cent 
over the previous year, the 
P 2 0 5 and K 2 0 consumption is 
likely to drop by about six and 
20 per cent respectively. This 
is borne out by the trend of 
consumption over the first 
nine months of the estimate 
year. The situation is, how¬ 
ever, likely to change from 

1976- 77 onwards when P 2 0 & 
and K 2 0 consumption may 
also show an upward trend. 

Consumption Trend 

The consumption trend of 
phosphates and potash thus 
presents a depressing picture. 
Relative NPK ratio by 1978- 
79 will be 7.8:1.6:1 as against 
4:2:1 that we have been aim¬ 
ing for. Reduced availability 
of P 2 O fl and K 2 0 in the soil 
may before long begin to limit 
the response to N also. It 
should be the endeavour to 

Table I 


raise consumption of P 2 (Vand 
K 2 0 to at least 10,00,000 and 
500,000 tonnes by l978-7Jk 
This will at best produce a 
ratio of 6:2:1. 

Our estimates of domestic 
production during the next 
3-4 years are given in Table III. 
They are derived from the 
figures of production from 
plants already in operation 
and (hose which are in ad¬ 
vanced stages of implementa¬ 
tion. No contribution is. 
envisaged during this period^ 
from projects like Nagarjuna, 
Kota expansion and Para- 
deep; marginal contributions 
are included from GSFC ex¬ 
pansion, Phulpur, Trombay 
V, Panipat and Smdri moder¬ 
nisation. 

Production Capability 

it must be emphasised that 
for P 2 O t the estimated pro¬ 
duction indicates the produc¬ 
tion capability. If consump¬ 
tion materialises only to the 
level indicated in Table I, 
production may have to be 
curtailed downwords due to 
demand constraints unless an 
export market can be devc- ( 
loped. 

Table III also shows the gap 
between the estimated con¬ 
sumption and indigenous pro¬ 
duction which would have to 
be met by imported fertili¬ 
sers. In the absence of any 
indigenous source for potash, 
ihe total K 2 0 consumption in 
Table III represents the import 
requirement. It must be 
emphasised that the gap in 
each case indicates the gross 
requirement. To arrive at 
the net import requirement, 
we have to deduct from the 
gap the available imported or 
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indigenous stocks in buffer 
Hjttowns or in the pipeline in 
excess of the normal pipeline 
. stocks. 

To arrive at the quantum of 
fresh contracts for imports, 
carry over of balance im¬ 
ports against subsisting con¬ 
tracts have to be taken into 
account. To this residual 
quantity may be added app¬ 
roximately another 20 per 
cent to provide a safety margin 
$or unforeseen developments. 

It has to be appreciated that 
imports continued to be made 
during 1974-75 and 1975-76 
in line with commitments, 
even though the corresponding 
estimated consumption levels 
did not materialise during 
these years. This has resul¬ 
ted in huge inventories, more 
particularly of the imported 
material—*over and above the 
normal levels—in the country. 
These are stocked either with 
the Food Corporation of India 
(FCI) on Pool Account or 
with the institutional agencies. 

Lack of Data 


however, be completely ruled 
out. 

It must be accepted that 
imports are meant to fill the 
gap between requirement and 
domestic production. Conse¬ 
quently, domestic production 
should get priority in con¬ 
sumption and imported ferti¬ 
liser materials should not be 
allowed to hamper the distri¬ 
bution of material from domes¬ 
tic factories. To ensure this, 
buffer stocking of imported 
materials in the first instance is 
necessary. A well regulated 
operation of the buffer stock 
would be essential to even out 
fluctuations in the availability 
of fertiliser in the country. 

Buffer Stocks 

Buffer stocking of imported 
material should be done up- 
country farther away from the 
ports or domestic factories 
and nearer the point of con¬ 
sumption so that the material 
is available at short notice 
to meet demand when it arises 
and at the point where it is 
needed. This will also facili¬ 
tate quicker dispersal of the 
imported material without im¬ 


posing any strain on the dis* 
tribution system. 

Choice of location of buffer 
stocks is a vital factor in this 
exercise. It must be done 
at strategic points in relation 
to two basic factors—areas of 
high consumption and logis¬ 
tics of fertiliser distribution of 
domestic producers. 

Regional Centres 

The recommended buffer 
stocking centres (on a district 
basis) are given in Table 
V. These have been arrived 
at on the basis of the identifica¬ 
tion of 95 districts in the coun¬ 
try which account for about 65 
per cent of total fertiliser con¬ 
sumption. On this are super¬ 
imposed districts which are 
contiguous to and, therefore, 
form a part of the natural 
intensive marketing zone of 
one or more domestic produ¬ 
cers, from where these can be 
conveniently fed even in the 
emergency. Imported mate¬ 
rial should, therefore, be 
basically buffer stocked in 
districts which are farther 
away from domestic producers 


and affto* 

potential demand *" 
couldarisc. 



Modi* 

The neat stage' Jb$j 
tion is tfia modus 
for the release of matanaL, 
buffer stocks to ensure that 
requirements of theo&n; 
are fully met without;: c 
any hindrance or disruption 
in the absorption of indigenottf^ 
material. . 

■ 

The allocations of fertilisers 
to the different states would, 
continue as at present tihrdoih 
the medium of zonal con¬ 
ferences, but at a more 
realistic level of anticipated 
consumption. Domestic manu¬ 
facturers* offering would be 
first, allocated to meet the net 
requirement and would be 
supplemented by allocating 
the balance material from 
the Fool. Pool material 
could be supplied to the states 
concerned according to this 
plan either directly from the 
ports to meet an immediate 
requirement if it synchroniser 
with the arrival of a ship or 


Arriving at correct quantum 
of these stocks is difficult be¬ 
cause of lack of suitable data 
collection system. Neverthe¬ 
less, an attempt has been made 
in Table IV to draw up a 
balance sheet of availability 
of fertilisers during the years 

1975- 76 to 1978-79. 

Each year corresponds to 
the cropping seasons and relates 
to the period February/January. 

It is obvious from the balance 
sheet that there is no need to 
import N during the year 

1976- 77. Only marginal im¬ 
ports may be necessary during 

1977- 78 and 1978-79 to pro¬ 
vide a safe level of inven¬ 
tories. In the case of P 2 0:, ? 
no imports will be necessary 
any time during the period 
under review. Rather, to en¬ 
sure that the domestic plants 
can continue to operate, we 
may have to export some 
quantities every year rising 
upto about 0,22 million tonnes 
of P 2 O a during 1978-79. 
Imports of some special grades 
for specific needs cannot, 


Table II 

Range of Anticipated Consumption of Fertilisers 

(Unit: *000 tonnes) 


A. 


•> 

Year 


N 



p 2 o. 


a 

K 2 0 

* 

Total 


High 

Mean Low 

High 

Mean 

Low. 

High 

Mean 

Low 

High 

Mean Low 

1975-76 

2310 

2100 

1890 

500 

450 

405 

300 

'270 

243 

3110 

2820 

2538 

1976-77 

2695 

2450 

2205 

550 

495 

445 

350 

315 

285 

3595 

3260 

2935 

1977-78 

3080 

2800 

2520 

620 

558 

502 

400 

360 

324 

4100 

3718 

3346 

1978-79 

3465 

3150 

2835 

700, 

630 

567 

450 

405 

365 

4615 

4185 

3767 


Table III 


Estimated Level of Domestic Production, Consumption and Gap of N, P 2 0* and KjO 


(Uak: ’000 tonnes) 


Year 


N 


P 2 0. 


' ■ fcapOb: 

Consump¬ 
tion (Mean) 

Produc¬ 

tion 

Gap 

Consump¬ 
tion (Mean) 

Produc¬ 

tion 

Consama*. 

0ap "•&; 

_ 

1975-76 

2,100 

1,476 

—*624 

450 

’ 335, 

—ns, 

1976-77 

2,450 

1,996 

-454 

495 

. 550 

+ '55 ■ ' 

1977-78 

2,800 

2,641 

-159 

558 

730 

-f 172 ".4360"' ' 

197S-79 

3,150 

3,065 

— 85 

630 

850 

+ 220; —405 


msmmm:: 
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oflbred bitflbr go- 

downs in each state. 

It if, however, suggested 
that the actual release from 
these Writer godowns must be 
made to meet only definite 
known demand. This pre¬ 
supposes proper coordination 
between distribution of dome¬ 
stic supplies and pool material. 
This can be achieved through 
regular coordination meetings 
at tins state level between the 
state government officials, 
representatives of the dome¬ 
stic manufacturers and such 
agencies of the government of 
India who control pool stocks. 
Such meetings should be held 


at greater frequency nearer the 
time of peak demand for 
fertilisers. 

These meetings would 
review the requirements in the 
state, more particularly for 
the major consuming dis¬ 
tricts, get from the manu¬ 
facturers their firm plans of 
domestic availability and seek 
pool material to meet* the 
balance requirement either 
from the ports directly or from 
the stocks maintained in up- 
country warehouses in the 
state. Since stocks will be 
available in buffer godowns 
within the states, state govern¬ 
ment may also seek emergency 

Table IV 


releases from these stocks if 
any shortages are apprehended 
in any particular pocket. 

No situation is static. All 
estimates, therefore, need 
constant updating. It will be 
necessary to set up a suitable 
machinery composed of all 
concerned parties, i.e.. Depart¬ 
ment of Agriculture. Ferti¬ 
lisers and Chemicals, Finance, 
MMTC and the fertiliser In¬ 
dustry to continuously review 
developments and prepare 
fresh estimates of likely con¬ 
sumption, production, buffer 
and pipeline stocks and import 
requirement. This will lend 
realism to the system. 


Balance Sheet of N and P 2 O s Availability and Consumption 
- 1975-76 (Feb/Jan) to 1978-79 (Feb/Jan) 


(Unit: '000 Tonnes) 

1975-76 1976-77 1977-78 1978-79 

N P 2 O b N P 2 O fi N P^ N P 2 0« 


1. Opening stock as on 
February 1, 

2. Production 

3. Imports : (i) Actuals 

(ii) Estimate 

4. Total availability 

5. Consumption 

6 . Balance as at -the end of 
January 

7. Normal inventory level pr 
pipeline stocks at JO percent 
of consumption 


205* 

121 * 

657 

458 

1476 

335 

1996 

550 

896** 

180*** 

352** 

ioo*** 34@ 

44fit 

2757 

908 

2687 

1052 

2100 

450 

2450 

495 

657 

458 

237 

557 

210 

50 

245 

55 


237 

557 

78 

729 

2641 

739 

3065 

850 

2878 

1287 

3143 

1579 

280Q 

558 

3150 

630 

78 

729 

.-•v 

949 

280 

62 

315 

70 


Table V 

Suggested Buffer Stocking 
Centres 


Andhra Pradesh 

East Godavari 
West Godavari 
Krishna 
Guntur 
Kurnool 
Ntzamabad 
Assam 
Nil 
Bihar 
Nil 

Gujarat 

Nil 


Haryana 

Karnal 

Hissar 

Ambala 

Karnataka 

Nil 

Madhya Pradesh 


Raipur 
Durg 
Bilaspur 
Maharashtra 
Kolhapur 
Jalgaon 
Orissa 
Cuttack 
Ganjam 
Sambalpur 
Punjab 
Ferozepur 
Amritsar 
Ludhiana 
Patiala j 
Jullundur l 
Bhatinda 
Sangnir 
Hoshiarpur 
Gurdaspur 
Fandkot J 


Buffer stock¬ 
ing should be 
at 5 or 6 con¬ 
venient cen¬ 
tres to take 
care of the 
requirement 
of these dis¬ 
tricts. 


*A$ per figures tabled at the zonal conference (in the absence of any o:her reliable all-India 
estimate) plus imported pool stocks. **February/Oc:ober 1975 ***November 75/January 
*76 @February/March 1976 


Rajasthan 

Sriganganagar 

Kota 

(Phosphatics and Potash) 


Notes ; 

1 , Opening stock each year includes imported pool stocks. 

2. The balance sheet includes all the quantities known to be committed for imports during the 
period February 1975-January 1976, The basis of this compulation is as follows in thousand 
t <mncs: 


Tamil Nadu 

Nil 

Uttar Pradesh 

Meerut 

Saharatipur 

Muzaffarnagar 

Bulandshahr 


Aetna! imports during February/March 1975 

Total commitment for imports diuring April 1975/March 1976 

Of <ii) above 

Actual imports during April/Oct. '75 
Likely imports during Nov, ’75/January *76 
Likely imports during Feb.yMar.76 


N 

210 

900 

PA 

96 

400 

Agra -j 

Phosphatics 
t and Potash 

Aligarh 
Nainital J 

^ (Tarai) 

West Bengal 

Midnapur 

| Till comniis- 

686 

256 

24-Parganas 

> sioning of 

180 

34 

100 

44 


) Haldia 
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Ordinances to 
regulate press 

President Fakhruddin Ali 
Ahmed promulgated three 
Ordinances, to prevent publi¬ 
cation of objectionable 
matters with immediate effect 
and to repeal the Parliamentary 
Proceedings (Protection of 
Publication) Act and the Press 
Council Act. The Ordinance 
preventing publication of 
objectionable matters em¬ 
powers the government “to 
prohibit or prevent'’ iheir 
publication. It also pro¬ 
vides for the forfeiture of 
publications in contravention 
of such order, but allows the 
aggrieved party an opportunity 
to make representation to 
,the central government and 
the high court. 

High Standard 

Like this Ordinance, the 
one relating to repeal of Par¬ 
liamentary Proceedings (Pro¬ 
tection of Publication) Act 
of 1956, also comes into force 
with immediate effect. This 
legislation was enacted by Par¬ 
liament two decades ago on 
the initiative of late Mr Ferozc 
Gandhi. The Ordinance on 
repeal of the Press Council 
Act of 1965 seeks to dissolve 
the Press Council on a date 
yet to be specified (from 
January 1, 1976, as anno¬ 
unced later). An official 
release said, “over the past 
several years, various measures 
have been adopted to bring 
about a high standard of jour¬ 
nalism in India which should 
avoid such wri ings as are 
injurious to the moral and 
intellect ua 1 health of the society 
and which debase the level of 
public life/* 


The aim of these measures 
has been to enable the press 
to be truly free, that is to enable 
it to be free from vested inte¬ 
rests seeking to use it for 
narrow interests to the detri¬ 
ment of wider social and 
national interests. As was 
observed by the Press Commis¬ 
sion (1954), along with the 
“tremendous power” of the 
press goes an “equally tremon- 
dus responsibility”. Despite 
these measures, the problem of 
bringing about the necessary 
healthy and independent tone 
in the press has remained 
largely unsolved. 

A Deterrent 

The Press (Objccionable 
Matter) Act was passed after 
independence in 1951 in order 
to provide a deterrant against 
harmful writings in the press, 
but proved ineffectual for want, 
of an adequate machinery of 
implementation. It was also 
thought that internal discip¬ 
line could be brought about 
through a Press Council. The 
Act was, therefore, repealed 
in 1957. * 

r 

In 1966, the Press 
Council was established with 
the aim of evolving.a code of 
conduct and bringing about 
the fusion of rights and res¬ 
ponsibilities on the part of the 
press. Unfortunately, the 
Press Council has failed to set 
out and enforce any code of 
conduct and build a case law 
since generally complaints of 
only comparative minor 
character were dealt with by 
the Council. It was, there¬ 
fore, felt that the Press Council 
has outlived its utility. 

Accordingly steps have been 
taken simultaneously to re¬ 
peal the Press Council Act and 
to adopt a law in the form of 


an Ordinance, which can 
effectively deal with the pub¬ 
lication of such matters as 
have been considered objec¬ 
tionable in terms of Article 
19(2) of the Constitution. 
This is the Prevention of Pub¬ 
lication of Objectionable 
Matter Ordinance, 1975. This 
law is intended against all 
objectionable publications in 
general. 

The law provides, for 
action mainly against publica¬ 
tion which is likely to excite 
disaffection against the con¬ 
stitutionally established gover¬ 
nment, incite intereferencc 
with production, supply or 
distribution of essential 
commodities or services, create 
disharmony amongst different 
sections of society and inde¬ 
cent scurrilous or obscene 
writings. The law, however, 
protects such writings, as arc 
intended to criticise the actions 
of the government in a con¬ 
structive manner. 

Security Provisions 

The law provides for security 
to be demanded from the 
printer, publisher or editor 
responsible for publication of 
an objectionable matter as 
defined. On a second offence, 
the security can be forfeited 
or further security demanded. 
The provisions of the earlier 
Act 1951 regarding action to 
forfeit an objectionable* pub¬ 
lication, detain it in transit and 
close down and forfeit the 
press if orders passed under 
this law are not complied with, 
have been retained in the new 
law. 

In all cases adequate oppor¬ 
tunity is to be given to the 
aggrieved ,persons to contest 
such orders and appeals lie in 
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two stages, first with! the 
central government / '4Mf 
and, thereafter, with a special 
bench of the high court con¬ 
cerned. In addition, ^ 
central government has been 
given powers to review orders 
passed by other authorities, 
even without a representation 
from the person affected. It 
is felt that the new law would 
be able to prevent irresponsi¬ 
ble elements trying to utilise 
the press for their own ends. 
Such a law would create con¬ 
ditions for an assured growth of 
decent and healthy journalism 
and would provide encourage¬ 
ment to responsible pressmen. 

Immunity Revoked 

A law has also been adopted 
in the form of an Ordinance 
to repeal the Parliamentary 
Proceedings (Protection of 
Publication) Act, 1956. This 
act has virtually extended the 
newspapers the immunity which 
the Constitution had vested 
only in members of Parliament 
speaking on the floor of the 
house. 

* The extension of the 
privilege beyond Parliament 
so as to include the news¬ 
papers, were done with the 
hope that the privilege would 
be used for education of the 
public. 

In actual practice,, how¬ 
ever, this has largely been 
misused, especially over the 
last few years with the result 
that newspapers have bees 
splattered with reproduction 
of observations that would 
have amounted to violation 
of the common laws of the 
land, and most of which wpxp 
made against the specific ditto* 
tions, of the presiding officers. 
This has resulted in the 
towering, of standards 
journalism, this law hasthetc- 
fore, been repealed. , 
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Wholesale 

prices 

The official wholesale prices 
index for all commodities 
with year ending March 1962- 
100 as base witnessed a full of 
0.5 per cent to 308.1 dur¬ 
ing October. 1975 as against 
309.5 for September, 1975. 
The index at this level was 
also lower by 4.9 per cent 
when compared to that of a 
year ago. 

During *the month under 
review four out of seven 
major groups recorded a ftill 
viz. food articles (—0.3 
per cent), fuel, power, light 
and lubricants (- -0.1 per 
cent), industrial raw mate¬ 
rials (—3.1 per cent) and che- 
micali (—0.5 per cent). The 
only group which showed a rise 
was : liquor and tobacco 
(+0.8 per cent). 

Indices for machinery 
and transport equipment 
and manufacturers group 
which stood at 263.3 and 
253.7 respectively were almost 
at the same level when com¬ 
pared to that of the earlier 
month. 

Food Articles 

Lower prices of all t he cercafc 
included in this sub-group 
brought down the sub-group 
index for ‘cereals’ by 5.4 per 
cent to 341.5. A fall of 1.7 
per cent to 435.0 in the sub¬ 
group index for putses was 
caused by a decline in the prices 
of moong and urad. The 
prices of gram, arhar and 
massor, however, advanced. 
Consequently, the index for 
‘foodgrains’ receded by 4.6 
per cent to 358.5. 

The sub-group index for 
‘fruits and vegetables’ also 
drifted lower by 1.7 per 
cent to 299.0 due to a 
fed in the prices of oran¬ 
ges and bananas although the 
juices of potatoes and onions 
advanced. The sub-group 
index for ‘milk and milk pro¬ 


ducts' rose by 3.7 per cent to 
343.6 due to an increase in 
the prices of milk and ghee. 
The price of butter, however, 
remained constant. 

A fall of 3.6 per cent 


to 306.6 in the sub-group 
index for edible oils was 
caused due to decrease in 
the prices of all the oils in¬ 
cluding vanaspatii The sub¬ 
group index for fish, eggs and 
meat’ jumped up by 8.0 per 
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cent lo 634.9 due to a sharp 
rise in lhe price of fish although 
there was a fall in the prices 
of eggs and meat. 

‘Sugar and allied products’ 
sub-group moved up by 


Index Numbers of Wholesale Prices by Groups and Sub-groups * 

(Base 1961-62 *=100) 


Groups and sub-groups 


Monthly average Percentage rise (+■) or S 

. —- .. —- J'all(--)in Oct. 1975 over 


Oct. 1975 

Sept. 1975 

Oct. 1974 

Sept. 1975 

Oct. 

1975 

Food articles 

362.0 

363.0 

381.7 

- 0.3 

— 

- 5.2 

Foodgrains 

358.5 

375.7 

431.5 

—4.6 

- 

-16.9 

Cereals 

341.5 

360.9 

403.9 

—5.4 

— 

15.4 

Pulses 

435.0 

442.5 

555.9 

— 1.7 

— 

-21.7 

Fruits and vegetables 

299.0 

304.4 

292.7 

—1.8 

--2.2 

Milk and milk products 

343.6 

331.2 

332.0 

+3.7 

— 

Edible oils 

306.6 

318.0 

406.9 

-0.6 

— 

-24.6 

Fish, eggs and meat 

634.9 

587.9 

506.8 

+8.0 

4 

-25.3 

Sugar and allied products 

394.4 

384.2 

349.5 

+ 2.7* 

4 

02.8 

Others 

325.2 

313.7 

285.8 

+3.7 

4 

-13.8 

Liquor and tobacco 

318.4 

315.9 

315.4 

+0 8 

4 

- 1.0 

Liquor 

194.2 

194.2 

215.2 

. 

— 

- 9.8 

Tobacco 

324.1 

321.4 

320.0 

+0.8 

+ 1.3 

Fuel, power, light & lubricants 

351.6 

351.8 

320.3 

—!•. 1 

+ 9.8 

Coal 

331.6 

331.6 

244.3 


+35.7 . 

Coke 

423.4 

423.4 

357.3 

— 

+18.5 

Mineral oils 

408.8 

408.8 

395.8 

— 

-l 

1 

- 3.3 

Rectified spirit 

547.2 

547.2 

323.1 

-- 

l 

-69.4 

Electricity 

223.4 

223.4 

212 2 

— 

+ 5.3 

Castor oil 

239.1 

264.9 

368.8 

—6.0 

- 

02.5 

Industrial raw materials 

260.2 

268.5 

330.9 

—3.1 

- 

-21.4 

Fibres 

272.3 

235.4 

278.0 

-0.4 

- 

-18.2 

Oilseeds 

293.6 

309.0 

403.9 

—5.0 

- 

-27.3 

Minerals 

160.4 

160-4 

176.2 

+2-1 

-- 

- 9.0 

. Others 

258.2 

252.9 

284.6 


- 

- 9.3 

Chemicals 

330.0 

331.5 

300.7 

—-0.5 

+ 9.7 

Machinery and transport equipment 

263.3 

263.4 

249.2 

— 


- 5.6 

Electrical machinery 

263.6 

263.6 

245.3 

— 

- 

- 7.5 

Non-electrical machinery 

289.4 

289.7 

272.6 

—0.1 

+ 6.2 

Transport equipment 

215.9 

215.9 

210.4 

— 

-1 

- 2.6 

Manufactures 

253.7 

253.8 

261.9 


- 

- 3.1 

A. Intermediate products 

305.7 

309.4 

324.8 

— 1.2 

- 

- 5.9 

Textile yarn 

212.9 

216.3 

266.0 

—1.6 

- 

-20.9 

Leather 

280.6 

288.7 

221 2 

—2.8 

+26.8 

Metals 

412.1 

413.7 

394.5 

—0.4 

-1 

|- 4.5 

Linseed oil 

266.1 

283.2 

461.3 

—*6 .0 


-42.3 

B. Finished products 

241.1 

240.3 

240.7 

- -0.3 

- 

- 2.3 

Textiles 

223.3 

220.9 

238.0 

— 1.1 

_ 

- 6.2 

Metal products 

299.5 

298.5 

282.6 

—0.3 

- 

1 - 6.0 

Non-mctallic products 

277.4 

277.3 

259.9 


- 

- 6.7 

Chemical products 

261.7 

261.8 

253.7 

—0.1 

- 

- 3.1 

Leather products (shoes) 

149.6 

149.5 

142.3 

— 

- 

r 5.1 

Rubber products 

233.8 

233.8 

225.3 

—. 

+ ‘3.8 

Paper products 

230.2 

230.2 

241.5 

— 

- 

- 4.7 

Oilcakes 

258.1 

271.6 

368.0 

—5.0 


■29.8 

Miscelaneous products 

174.8 

174.8 

171.1 

—. 

- 

h 2.2 

AH commodities 

308.1 

309.5 

323.9 

—0.5 

- 

- 4.9 


Source : Office of the Economic Adviser to the Government of India, Ministry of Industries 
and Supplies. 
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2.7 per cent (to 294.4 
cwing to an increase in 
price of gur., The prices 
<if sugar and khandsari, how¬ 
ler, declined. Prices of tea, 
coffee, salt and ‘spices and 
condiments’ went up as a re¬ 
sult of which the sub-group 
index for ‘other food articles' 
moved up by 3.7 per cent to 
325.2. The price of belelnuts, 
however, recorded a fall. 

Liquor and Tobacco 

The sub-group index for 
‘liquor’ remained unchanged 
at its previous month’s level 
of 194.2. ‘Tobacco’ advan¬ 
ced by 0.8 per cent to 324.1 
due to an increase in the prices 
of raw tobacco. 

Fuel, Power, Light and 
Lubricants 

The sub-group indices for 
coal, coke, mineral oils recti¬ 
fied spirit and electricity stood 
stationary at their earlier week’s 
levels of 331.6, 432.4, 408.8, 
547.2 and 223.4 respectively. 
The sub-group index for 
castor oil, however, declined 
by 6.0 per cent to 294.1. 

Industrial Raw Materials 

The sub-group index for 
‘fibres’ recorded a fall of 
3.4 per cent to 227.3 due to a 


decline in the prices of almost 
all the items included in this 
group except coir fibre which 
remained unchanged. Lower 
price of groundnuts, linseed, 
castor&eed, gingellyseed and 
rapeseed brought down the 
sub-group index for ‘oilseeds* 
by 5.0 per cent to 293.6. The 
prices of cotton seed and copra, 
however, moved up. 

‘Minerals’ remained un¬ 
changed at its earlier month’s 
level of 160.4. The sub-group 
index for ‘other industrial raw 
materials’ registered a rise 
of 2.1 per cent to 258.2 due 
to an advance in the prices of 
raw hides, raw skins, tanning 
materials, sugarcane and lac. 
However, the prices of rubber 
recorded a fall. 

Chemicals 

The index for this group 
drified lower by 0.5 per cent 
to 330.0 owing to a fall in the 
price of soda ash. 

Machinery and Transport 
Equipment 

The sub-group indices for 
‘electrical machinery’ and 
‘transport equipment* stood 
stationary at their previous 
month’s levels of 263.3 and 


215.9 respectively. The sub¬ 
group index for ‘non-electric 
machinery’, however, rece¬ 
ded by 0.1 per cent to 289.4 
due to fall in the prices of tools 
and implements. 

Manufactures 

Intermediate products: The 
sub-group index for ‘textile 
yarn* fell by 1.6 per cent to 

212.9 due to a decline in the 
prices of cotton yarn and 
rayon yarn although the prices 
of coir yarn witnessed a rise. 
‘Leather’ too recorded a fall 
of 2.8 per cent to 280.6. 

i 

The sub-group index for 
‘metals’ receded by 0.4 per 
cent to 412.1 due to a fall 
in the prices of aluminium 
and copper sheets. The pri¬ 
ces of zinc and lead, however, 
advanced. ‘Linseed oil’ also 
came down by 6.0 per cent to 
266.1. On the whole, the 
index for ‘intermediate pro¬ 
ducts’ declined by 1.2 per cent 
to 305.7. 

Finished products : The 
sub-group index for ‘textiles’ 
went up by 1.1 per cent to 
223.3 due to an increase in the 


prices of cotton manufactures 
although the prices of jute 
manufactures and silk and 
rayon manufactures dftftktaa 
a fall. The indices for wqM$pn 
manufactures and eqif 
and mattings recorded no 
change. 


‘Metal products’ stood at 
299,5 as against 298.5 for 
September 1975. ‘Noinmeta- 
Uic products* remained almost 
constant. ‘Chemical products* 
slightly fell by 0.1 per cent 
to 261.5due to decrease in the 
prices of fertilisers. The prices 
of paints and varnishes and 
essential oils, however, ad* 
vanecd. 

The sub-group indices for, 
leather products (shoes),rubber 
products, papper products 
and miscellaneous products 
remained unchanged at the 
earlier month's levels of 149.6* 
233.8, 230.2 and 174.8 res¬ 
pectively. ‘Oilcakes’ drifted 
lower by 5.0 per cent to 258.1. 

On the whole, the index for 
‘finished products' moyed 
up by 0.3 per cent to 241.1 
during the month under 
review. 


Index Numbers of Security Prices—All India 


(Base 1970-71=* 100) 



1974 



1975 



Week ended • 

Nov.23 

Oct .25 

Nov. 1 

Nov. 8 

Nov. 15 

Nov.22 

Government and Semi-government Securities 

96.9 

96.4 

96.4 

. .96.4 

96.4 

96.4 

Government of India 

95.9 

95.2 

95.3 

95.3* 

95.2 

95.2 

State governments 

99.2 

99.1 

99.2 

99.1 % 

99.1 

99.1 

' Semi-government institutions 

101.1 

101.5 

101.5 

101.5 

101.5 

101.5 

Debentures 

95.8 

93.0 

92.9 

92.7 

92.4 

92.4 

Preference Shares 

89.8 

84.1 

83.9 

83.8 

83.7 

83.6 

Ordinary Shares 

99.2 

93.9 

93.2 

92.9 

93.8 

97.1 

Tea plantations 

98.5 

117.9 

117.8 

117.8 

119.5 

121.1 

Colton textiles 

119.5 

102.6 

101.6 

100.9 

101.5 

104.3 

Jute textiles 

132.0 

105.2 

KM. 6 

104.3 

105.8 

107.9 

Silk, woollen and rayon textiles 

113.0 

113.0 

112.7 

112.1 

113.4 

117.1 

Iron and steel 

46.0 

44.5 

44.3 

44.1 

46.6 

48.3 

Aluminium 

52.4 

55.4 

55.0 

55.1 

56.0 

58.5 

Transport equipment 

Electrical machinery, apparatus, 

74,7 

60.7 

60.6 

60.3 

61.4 

85.2 

appliances, etc 

101.0 

91.1 

90.2 

89.8 

90.2 

93.1 

Chemical fertilisers 

135.2 

136.0 

134.9 

133.5 

135.3 

146.1 

Other basic industrial chemicals 

99.7 

99.5 

99.4 

99.6 

101.9 

106.9 

Cement 

79.6 

84.3 

84.7 

84.3 

85.6 

sis 

Paper and paper products 

149.8 

149.3 

149.9 

149.6 

151.3 

156.6 

Rubber and rubber products 

91.9 

81.2 

78.8 

78j0 

77.4 

18.3 

Electricity generation and supply 

63.5 

58.7 

59.7 

60.1 

60.5 

62.4 

Shipping 

118.4 

151.8 

147.3 

114.6 

141.9 

130.4 


■---—" r 7" 1’ " 

Source: Reserve Bank of lata- 
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Reserve Bank of India 


(Rs lakhs) 


Scheduled Commercial Banks 


Nov A week A month 
21. 1975 ago ago 


A year 
ago 


Nov A week 
21, 1975 ago 


(Rs lakhs 




A month 
ago 


A ycat^j 
ago 


IbmDqMutment 

Notes held in banking 
v *P»- 

Notes in circulation 
Total notes issued 
Gold coin and bullion 
Foreign securities 
Rupee coin 
Government of India 
rupee securities 
Banking Department 
Deposits of central govt. 63,95 74.91 55.92 53.69 

Deposits of state govts. 10.72 6.92 7,87 8,10 

Deposits of banks 547,04 612.73 558.11 610,78 

Other deposits ■1,282.40 1.262,511,221.27 542.29 

Other liabilities 1,971,48 1.947.86 1,925,50 1.601,87 

Total liabilities or assets 3,875,60 3,904.93 3,768,68 2.816,73 


Notes and coins ( 

k 43,97 

50.77 

22,57 

41,00 

Balances held abroad 

792,79 

785,19 

782,22 

611,23 

MU and Advance to: 





State governments 

188,20 

179,74 

182.92 

156,04 

„ Scheduled commercial 





banks 

151,37 

272,48 

155.19 

78,34 

State co-operative banks 

451,48 

454,79 

450,85 

368,53 

Other loans and advances 

431.63 

432.40 

433.44 

308.74 

tils Purchased and Discounted: 




Internal 

99,75 

90,63 

88,87 

119,49 

Government treasury bills 

374.81 

396,37 

781,19 

659.32 

Investments 

989.85 

888,78 

526,99 

348,87 

Other assets 

351,74 

353.78 

344.42 

125,17 


!. 

Demand deposits 

5,444.16 5.378.55 5,450,67 4,752,56 

2 . 

Time deposits 

7,804,07 7.789,11 7,686,24 6,598,78 

3. 

Aggregate 



deposits 

13,248,23 13,167,66 13,136,91 11,351,3-f 

4. 

Borrowings from 



Reserve Bank 

151,37 272,49 155,19 78,34 

5. 

Cash 

315,17 310,64 321,11 29<I7 

6 . 

Balances with Reserve 


Bank 

525,69 592.32 538.84 594,80 

7. 

Cash and balances with 


Reserve Bank 

840,86 902.96 850.95 888,97 

8 . 

Investments in 



govt, securities 

3.101,62 3.098,08 3.091,49 2,717,07 

9. 

Advances 

7.603,08 7.615,67 7.587,16 6,466.16 

10 . 

Inland bills pur¬ 



chased and dis¬ 



counted 

1,390,25 1,390,17 1,340,23 901,48 

11 . 

Foreign bills 



purchased and dis¬ 



counted 

381,14 384.20 357,48 391,79 

12 . 

Total bank credit 

9,374,17 9,390,04 9,284,87 7,759,43 


Percentage of : 



(7) to (3) 

6.35 6.86 6.48 7.83 


(8) to (3) 

23.41 23.53 23.53 23.94 


(12) to (3) 

70.76 71.31 70.68 68.36 


43,88 50.70 22.49 40.93 

6,373,49 6,483.87 6,269,53 6,063,57 
6,417,37 6,534,56 6,292,02 6.104.50 
182,53 182,53 182.53 182.53 

121,74 121,74 121.74 141,74 

12.70 9.88 17,36 14,89 

6,100,40 6,220,42 5,970.40 5,765,34 


Source : Reserve Bank of India, 
Money Supply with the Public (Rs crores) 


J 

• r • 

1974 


1975 . 




Weekended ^ 

Nov 15 

Oct 17 

Oct 24 

Oct 31 

Nov 7 

Nov 14 

(A) Money Supply with the Public 

11.163 

12,155 

12,066 

12,156 

12,341 

12,284 

Currency with the public 

6.306 

6,544 

6,431 

6,522 

6,723 

6,761 

Other deposits with the Reserve Bank 

44 

51 

42 

48 

50 

46 

, Bank Money 

4,813 

5,560 

5,593 

5,586 

5,568 

5,522 

(B) Factors Affecting Money Supply 







<1+24-3+4--5) 







1 , Net Bank credit to government sector 

9.644 

10,577 

10,505 

10,557 

10,681J 

10,708 

Reserve Bank’s net credit to government sector 

6.875 

7,375 ■ 

7,307 

7,359 

7,478 

7,505 

* Other banks* credit to government sector 

2,769 

3,202 

3,198 

3.198 

3,203 

3,203 

Rank credit to commercial sector 

9,959 

11,606 

11,673 

11,665 

11,756 

11.810 

^Reserve Bank’s credit to commercial sector 

525 

628 

630 

629 

626 

631 

., ij'Oiher banks' credit to commercial sector 

9,434 

10,978 

11,043 

11,036 

11.130 

11,179 

foreign exchange assets of banking sector 

489 

426 

464 

461 

471 

467 

4 i' ,t; ^i0Overiiment’s net currency liabilities to 







public 

522 

543 

541 

547 ’ 

552 

552 

5., J4bn-monetary liabilities of banking sector „ 

9,451 

10,997 

11,117 

11,074 

11.119 

11,253 

.60 Time Deposits with banks 

6.936 

8,082 

8,090 

8,124 

8,165 

8,189 

/ (b) Net non-monetary liabilities of RBI 

1.545 

2,122 

2,168 

2,208 

2,222 

2.217 

; : .V \'f$) 'Residual 

970 

793 

859 

742 

732 

847 

Monetary Resources [(A+B5(a)] 

18,099 

20,237 

20,156 

20,280 

20.506 

20.437 





Source : 

Reserve Bank of India. 
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Consumer Price Index Numbers for Industrial Workers 


Centre 

1965-66 










(Base'll 


1970-71 

1971-72 ‘ 

1972-73 1973-74 1974-75 1974 

July 

Feb. 

Mar, 

1975 

April May. 

"-- ■ "TV 

• i f '■ ■■ j 

him 

' ;•*, a*. 

All-India 

_, 

186 

192 

207 

250 

317 

311 

325 

321 

323 

327 

328 

; m' : 

Ahmedabad 

130 

176 

181 

198 

245 

305 

295 

305 

304 

307 

310 

308 

298 

Alwaye 

145 

198 

202 

215 

267 

346 

338 

365 

378 

391 

388 

394 

380 

Asansol 

140 

189 

194 

206 

245 

316 

312 

320 

319 

318 

3% 

322 

jvk- 

Bangalore 

144 

186 

194 

212 

265 

318 

306 

340 

336 

336 

345 

340 

337 

Bhftvnagar 

132 

186 

194 

217 

273 

327 

310 

340 

333 

329 

334 

332 

323 

Bombay 

130 

182 

190 

203 

233 

289 

282 

300 

301 

303 

306 

309 

30& 

Calcutta 

131 

182 

197 

197 

228 

288 

282 

279 

275 

280 

287 

285 

285 

Coimbatore 

132 

163 

177 

189 

218 

309 

280 

353 

353 

334 

335 

334 

334c 

Delhi 

136 

199 

211 

222 

265 

337 

335 

335 

335 

339 

337 

341 

341 

Digboi 

138 

189 

188 

198 

234 

310 

297 

320 

314 

325 

342 

344 

,336 

Gwalior 

139 

191 

187 

214 

271 

348 

342 

350 

343 

334 

343 

344 

330 

Howrah 

137 

186 

101 

206 

239 

298 

291 

294 

289 

286 

291 

292 

289 

Hyderabad 

140 

189 

195 

211 

251 

304 

291 

320 

317 

319 

322 

327 

326 

Jamshedpur 

136 

183 

187 

202 

249 

313 

317 

301 

297 

299 

298 

303 

301 

Madras 

134 

170 

182 

203 

229 

301 

280 

326 

323 

325 

325 

328 

337 

Madurai 

128 

183 

192 

206 

236 

334 

311 

373 

356 

354 

359 

362 

364 

Monghyr 

151 

205 

204 

225 

292 

363 

378 

357 

333 

335 

333 

331 

334 

Mundakayam 

138 

197 

199 

210 

263 

337 

333 

349 

366 

377 

375 

378 

366 

Nagpur 

138 

187 

192 

203 

256 

314 

308 

337 

332 

331 

336 

345 

341 

Saharanpur 

141 

186 

196 

213 

253 

338 

333 

349 

341 

331 

330 

335 

232 

Sholapur 

128 

185 

198 

216 

277 

325 

314 

349 

345 

351 

360 

361 

353 


Source : Labour Bureau, Government of India. 
Consumer Price Index Numbers for Urban Non-manual Employees 


(1960=100) 


1974 1975 


Centre 

1965-66 

1970-71 

1971-72 

1972-: 

n 1973-7 

• 

4 1974-75 

July 

Feb. 

Mar. 

Apr. 

May 

June 

July 

AU-Iiidbi 

132 

174 

186 . 

192 

221 

270 

262 

278 

277 

278 

^81 

283 

280 

Bombay 

Delhi- 

132 

168 

172 

183 

104 

241 

240 

242 

..242 * 

245 

\ 

249 

251 

248 

New Delhi 

131 

174 

180 

190 

217 

262 

254 

268 

268 

271 

275 

276 

275 

Calcutta 

126 

170 

174 

180 

204 

238 

233 

239 

241 

242 

245 

246 

244 

Madras 

Hyderabad- 

133 

175 

188 

204 

231 

291 

273 

306 

306 

307 

309 

310 

312 

Secunderabad 

133 

174 

180 

195 

223 

270 

260 

286 

280 

283 

287 

290 

■ 287. : 

Bangalore 

133 

172 

180 

194 

228 

272 

264 

283 

284 

285 

287 

286 

■ 

Lucknow 

132 

166 

174 

185 

215 

265 

260 

269 

270 

268 

269 

271 

■ -ml: 

Ahmed&bad 

131 

171 

173 

188 

222 

271 

264 

278 

276 

279 

282 

284 

,278';"': 

Jaipur 

133 

183 

188 

205 

244 

208 

298 

316 

316 

322 

318 

312 


Patna 

139 

191 

190 

199 

229 

287 

286 

287 

287 

285 

284 

282 


‘ Srinagar 
Trivandrum 
■■ ■ Cuttack- 

134 

184 

191 

200 

215 

262 

248 

272 

273 

277 

279 

279 

■i 

131 

178 

184 

189 

231 

280 

272 

292 

292 

295 

298 

300 

' 

Bbnb&neswar 

142 

176 

184 

196 

221 

226 

255 

269 

267 

271 

276 

275 

• '% $$• 

Bhopal 

133 

180 

188 

204 

238 

295 

288 

301 

299 

298 

302 

306 


Chandigarh 

129 

178 

183 

194 

217 

265 

253 

277 

277 

280 

279 

279 


Shffloug 

123 

166 

175 

183 

208 

257 

247 

267 

274 

275 

281 

280 . 
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If HE GWALIOR RAYON SILK MEG. (WYG.) CO. LTD., 

(PULP DIVISION) 

BirlBkootam, MAVOOR-673 661 Kozhikode Dist. KERALA. 

(Regd. Office: Birlagram, Nagda. M. P.) 


HELPS 


To move the wheels of textile industry all over India 
Thus saving enormous foieign exchange 
Much needed for National Development. 


THIS IS A FOREST BASED INDUSTRY 
DO NOT DESTROY FORESTS 
GROW MORE TREES 
CONSERVE FORESTS 
ENCOURAGE AFFORESTATION. 


"He .hat planteth a tree is a servant of God. He provideth kindness for many 
gene'ations and faces that have not seen him shall bless him." 


Grar.i: "WOODPULP" Calicut 
Telex : 084 - 216 


Phone: 73973-74, Calicut 
51 and 52 Mavoor 


( Use PIN Code. It Helps Speed Up Your Mail) 
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